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1988 SCALE (1) 786

ACT:

Arbitration Act, 1940: Sections 2, 14, 30 and 33-
Charter Party agreenent-Arbitrators-Men of comrerce-Letter
witten by one party to its Arbitrator to record reasons for
award- Copy to arbitrator appointed by other party-Wether
amounts to nandate from both parties to both arbitrators-
Arbitrators award | unmp sum anmount-Wet her | egal m sconduct.

HEADNOTE
%

A Charter Party agreement was entered into between the
appel | ant - Food Corporation of India, and the respondent-
Shi ppi ng Conmpany for transportation of bulk cargo from
Australia to India. After the cargo was delivered, the
respondent Conpany raised disputes regarding certain itens
and claimed denurrage and overtine. charges.” As per the
agreement, the disputes were referred to joint arbitration
by two Arbitrators, one each appointed by each of the
parties. The appellant appointed its Arbitrator wth a
specific condition that he should give reasons for his
award, and sent a copy of this letter to the  arbitrator
appoi nted by the respondent. The award was nade -and duly
signed by the two Arbitrators at Calcutta .and Bonbay
respectively. The award, which was a non-speaking one and
did not contain reasons for the award but directed the
appel l ant Corporation to pay a lunp sum anobunt to the
respondent Conpany, was filed in the Hi gh Court of “Bonbay.

The High Court rejected the objection petition filed by
the appellants for setting aside the award.

In the appeals, by special |eave, it was contended that
the High Court of Bonbay had no jurisdiction to entertain
the filing of the award since no cause of action arose in
Bonbay and that the Arbitrators had not conmplied with the
mandate given to them to state the reasons and, therefore,
the award was liable to be set aside for reasons of
m sconduct, irregularity and | ack of conpetence.

Di sm ssing the appeal s, by special |eave,

367
N

HELD: There was no mandate given by both the parties to
the arbitration agreement to both the arbitrators to state
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reasons. The arbitrators could not act on the mandate of one
of the parties. [368(G

Unreasoned award is bad. Though the recent trend is
that there should be a reasoned award, and that would be in
consonance with the principles of natural justice, in a case
where two nen of comrerce entered into arbitration in
respect of noney clai munder the Charter Party Agreenent and
the award has awarded a | unp sum anount, the reasons are not
far too seek. It is really an accounting of the rival clains
of the parties. [368H, 369A- B]

Therefore, on the facts of the case, there is no | ega
m sconduct as such in not giving reasons. [369B-C|

There is a specific finding by the Single Judge of the
Hi gh Court that the agreement was signed at Bombay whi ch was
affirmed by the Division Bench. Hence the Hi gh Court had the
jurisdiction to entertain the filing of the award. [368E-F]

JUDGVENT:

Cl VI L _APPELLATE JURI SDI CTI ON: Civil Appeal Nos. 1500-01
of 1988.

Fromthe Judgnent and  Order dated 26.10.1987 of the
Bonbay Hi gh Court in Appeal No. 1207 and 1206 of 1987.

Y. P. Rao for the Appellants.

H N. Sal ve, Hardeep Singh and Rai an Karanjawal a for the
Respondent .

The Judgenent of the Court was delivered by

SABYASACH MUKHARJI, J. Special |eave granted and the
appeal s are di sposed of by the judgnent herein

These two appeal s are directed agai nst the judgrment and
order of the Division Bench of the Hgh Court of Bonbay
confirmng the deci si on of the “learned single Judge
di smissing the application for setting aside the award. It
appears that there was a Charter Party Agreement entered
into between the parties in Decenber, 1981 signed by the
representative of the President of India and the respondent
Shi ppi ng Conmpany for transportation of bulk cargo from
Australia to
368
India. Thereafter in February, 1982 the agreenent was sent
to the President’s representative at New Delhi for signing
the same. The said cargo was delivered at the port of
Tuticorin and not at Cal cutta. The respondent conpany raised
di sputes regarding several items and clained an anmount of
Rs. 9, 06, 854. 86 as denurrage and Rs. 7881.43 agai nst over tine
charges. As per the said agreement, the disputes were
referable to arbitration by joint arbitration of two
Arbitrators one each to be appointed by each of the parti es.
The appel | ant appointed one Shri J.L. Puri as its arbitrator
with a specific condition that he shall give reasons for the
award. The respondent conpany appointed one Shri. P.S
CGokhale as its arbitrator. Thereafter the award was made and
the sane was signed by Shri Gokhal e at Bonbay on 11t h June,
1986 and Shri J.L. Puri at Calcutta on 18th of June, 1986.

The award did not speak. As such there is no reason
apparent from the award. The award, however, directed the
appel l ant Corporation to pay |unpsum anmount of Rs.6, 22,589
to the respondent conpany. The award was filed in the High
Court of Bonbay. Notice of such filing was received by the

appel | ant  Corporation at  Del hi. The appellants filed
objection petition before the H gh Court of Bonbay for
setting aside the award. It was contended that the High

Court of Bonbay had no jurisdiction to entertain the filing
of the award since no cause of action arose at Bonbay. The
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appel | ants contended that the award was |iable to be set
aside for reasons of msconduct, irregularity and |ack of
conpet ence

In both the appeals sinmilar clainms have been nmade. It
appears, however, that there is a specific finding made by
the learned single Judge that the agreenent was signed at
Bonbay which was affirned by the Division Bench. W find no
material to inpeach this finding. It was next contended as
it has been contended before the Division Bench that there
was a mandate given to the arbitrators to state reasons for
the award but it was not conplied with. It is true that the
appel l ants had witten a letter to their arbitrator stating
that he should record reasons for the award. Copies of this
letter were also sent to the arbitrator appointed by the
respondents. There was, therefore, no mandate given by both
parties to the arbitrati on agreenent to both arbitrators to
state reasons. The arbitrators could not act on the nandate
of one ~of the parties. This contention of the appellants
cannot | be accepted. It was next contended that the
arbitrators should have given reasons. Unreasoned award is
bad. It is true that the recent trend is to have reasoned
awds. Indeed a matter ~is pending in this Court on this
aspect. The appointed arbitrators were nen of comerce and
t hey
369
arrived at a consensual figure. Though the recent trend is
that the award should be a reasoned award and that woul d be
in consonance with the principles of natural jusice, in a
case of this nature where two nmen of comerce in respect of
nmoney claim under Charter Party Agreenent entered into
arbitration and the award has awarded a | unpsum anount, it
appears to us, that the reasons are not far to seek. It is
really an accounting of the rival clainms of the parties.

In that viewof the matter -and in the facts of this
case, we find that there is nolegal msconduct as such in
not giving reasons. In the premses, the Hgh Court was
right in dismssing the objections. Both the appeals are
di sposed of accordingly. There will be no order as'to costs.
N. P. V. Appeal s di sni ssed.
370




