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The only question which has been raised in this
appeal pertains to the award of interest by the Arbitrator
for the pre-reference period. ~ The pre-refcrence period, in
the present case, is from 31.3.1977 to 20.3.1980. This
entire period is prior to coining into force of the interest
Act, 1978. The interest Act, 1978 cane into force during
the pendency of the reference and the award is nade on
12.10.1982 when the Interest Act, 1978 was in force.

The short question is whether the Arbitrator in
1982, <could have awarded interest for the pre-reference
period in view of the provisions of the Interest Act, 1978,
although the entire pre-reference period. is prior to the
conming into force of the Interest Act, 1978.

In this connection, our attention has been drawn to
the deci si on of this Court in State of Oissa vs.
B.N. Agarwal | a reported in (1997) 2 SCO 469. In paragraph
18, this Court has held that interest cannot be given for
the period prior to the coming into force of the |Interest
Act, 1973. This Court has also held that the decision in
the case of Executive Engineer (lrrigation) vs. Abhadut a
Jena reported in (1938) 1 SCO 418 has not been over-ruled in
so far as it deals wth interest for the pre-reference
period. This Court has upheld the view taken in - Abhaduta
Jena's case to the effect that in respect-of pre-reference
period, interest cannot be awarded in respect of the period
not covered by the Interest Act, 1978. CQur attention was
also drawn to a decision in the case of State of Oissa. vs.
Niranian Swain reported in (1989) 4 SCC 269 where also' this
Court said that where reference to arbitration was/ nmade
prior to the comencenent of the Interest Act, 1978,
Arbitrator is not enpowered to grant interest for the period
upto the date of subm ssion of claimto arbitration.

In this connection, we would also like to refer _to
Section 6(2) of the Interest Act, 1978 which provides as
foll ows:

Secti on 6(1) ...
Section 6(2? : The provisions of this
Act shall not apply to any suit or other
| egal proceedi ng pendi ng at t he

comencemnent of this Act and the
provi sions of t he cor respondi ng | aw
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appl i cabl e i medi ately bef ore such
conmencenent shall notw thstanding t he
repeal of such law by sub-section (1),
continue to apply to such suit or other
| egal proceeding.

Thi s section al so clearly provides that the
provi sions of the Interest Act, 1978 shall not apply to any
| egal proceeding pending at the comencenent of the said
Act. Since the definition of "Court" wunder Section 2(a)
includes a Tribunal or Arbitrator, the proceedings before
the Arbitrator would al so be covered by the expression | ega
proceedings in Section 6(2). Therefore interest Act, 1978
does not apply to pending arbitrati on proceedi ngs.

In the prenises, the present appeal is allowed and
the award of interest for the pre-reference period, nanely,
31.3.1977 to 20.3.1.980 is disallowed. The award and the
decree are nodi fied accordingly to this effect,




