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The Judgrment of the Court was delivered by

MHAN, J.- The facts in brief leading to this civil ' appea
are as follows.

2. The appellant is a nenber of the Delhi Hindustan
Mercantile Association. By a claimpetition dated 11-8-
1979, the appellant had claimed’a sum of Rs 4,51, 246.50
under various heads of accounts including comrssion from
the first respondent up to the period of 30-6-1979. The
claim related to transactions which took —place between

appel | ant and first respondent. In turn, the first
respondent was al so a nmenber of Del hi H ndustani Mercantile
Associ ati on. It also made a counter-claim against the

appel lant. As per the rules of the association, the dispute
was referred to an Arbitrator.

3. By an order dated 20-11-198 1, the |learned Single Judge
of Del hi High Court directed in terms of the concession made
on behalf of the Association and the sole Arbitrator, a
reasoned award shall be passed by the Arbitrator.

4, The sole Arbitrator (Mhan Lal) entered upon the
reference. On 19-7-1983, by a reasoned award, he awarded a
sum of Rs 1,97,891.81 in favour of the appellant against the
first respondent. This anmount was also to carry interest @
18% per annumfromthe date of the award till the date  of

paynent . Aggrieved by this award the first respondent

preferred an appeal as per Rule 37 Regulation 7 of Delhi

Hi ndustani Mercantile Association Rules and Regulations
(hereinafter referred to as "the Rules’). The appeal was
heard by the Tribunal. By an order dated 24-2-1984, the
Tribunal confirmed the award of the Arbitrator w thout

assi gni ng any reasons.

373
5. Agai nst this order, the appellant preferred Suit No. 498-
A/84 for making the award a rule of the court. The first

respondent filed objections against the Award. Inter alia,
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it was urged by it that the award was not a reasoned award.
A learned Single Judge of the High Court of Delhi by an
order dated 5-4-1990 allowed the objections and set aside
the award of the Appellate Tribunal and remitted the award
to Tribunal for reconsideration and for giving reasons for
the Award within four months fromthe date of the judgnent.

6. Assai l i ng the correctness of this judgnent, the
appel l ant preferred Appeal FAQ(OS) 113/90 before the High
Court. The said appeal was disnmissed in linmne by the
i mpugned order dated 17-7-1990.

7. The | earned counsel for the appellant woul d argue that
insofar as the award dated 19-7-1983 is concerned it is a
reasoned award. That i's enough conpliance with I aw.

CGenerally speaking, when the Appellate Tribunal nerely
confirms that reasoned award, it is not necessary again to
give reasons. Therefore, the H gh Court erred in setting
asi de the order of ‘the Appellate Tribunal on the ground that
no reasons were given in that order. The principle of
nmerger  di'd not apply to the present proceedings where the
parties. ‘had consented to a reasoned award by the sole
Arbitrator. In any event, the High Court erred in requiring
reasons to be given even at the appellate stage overl ooking
the fact that the Award dated 19-7-1983 is a reasoned award.
8. In opposition  to this, the | earned counsel for the
respondent would urge that in law as |aid down in Conmmercia
Arbitration by Mustill and Boyd, 2nd Edn. at pp. 364-65 when
the Appellate Tribunal has made an award either confirmng
or reversing the original award, it-is the ‘award of the
Tri bunal which defines the rights of the parties.
9. The appellate award once nmade conpl etely replaces the
original award. Therefore, a party is entitled to know the
reasons as to why the appellate authority has cone to such a
concl usi on. Once the award of the sole Arbitrator was
subject to an appeal, the award of the appellate authority
supersedes the original award and it"is only that ' award
which exists in law. Such an award rmust contain reasons for
its decision. This Court in Indian O1 Corpn. Ltd. wv.
Indian Carbon Ltd.1 has stressed the requirenent of the
Arbitrator to give reasons in the Award.
10. The first respondent filed OW No. 37 of~ 1980 before
the High Court of Delhi. That was a petition under Sections
5 and 12(2) of Arbitration Act, 1940. The prayer was that
the authority granted in favour of Delhi Hi ndust ani
Mercantile Association and the Arbitrator (Mhan Lal)  be
revoked; a sole arbitrator be appointed in their places and
that a direction may be issued that the arbitration
agreement shall cease to have any effect. By order dated
20-11-1981, the said petition was dismssed wth the
foll owi ng directions:
1 (1988) 3 SCC 36: (1988) 3 SCR 426
374
"In the circunstances, | would, therefore
di smss the petition subject, however to the
direction to the Arbitrator, in terns of the
concession made on behalf of the Association
and the Arbitrator, that the Arbitrator would

hear the mtter after gi ving

opportunity to the petitioner of being heard,
and to nake a reasoned award on the concl usi on
of the proceedings. The petitioner would be
at liberty to raise before the Arbitrator, as
i ndeed in any proceedi ngs, subsequent to the
awar d any guestion of law or fact,
i rrespective of whether they have been raised

reasonab
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and/or dealt with in the present proceedings,
i ncluding the question as to the effect of the
petitioner’s resignation on the arbitration
agreenent and the arbitration proceedings."
(enphasi s suppli ed)
Consequent to this direction, the matter was taken up by the
sole Arbitrator and by his reasoned Award dated 19-7-1983,
he ultimtely held as under
"Thus, for the above reasons, | do hereby
award a sumof Rs 1,97,891.81 (Rupees one | akh
ni nety-seven t housand ei ght hundr ed and
ni nety-one and pai se ei ghty-one only) against
Respondent ‘1 (Ms Bhilwara Synthetic Limted,
who are the principal respondents in this
case, as agreed by thenselves also) in favour
of t he claimant (Ms Subhash  Aggarwa
Agenci es) . |  further give my award. that
respondent is liable to pay interest at 18%
p.a. on this award anpbunt fromthis day to the
date of nmaki ng the whol e paynent by Respondent
1."
11. This Award fully conforns to the order dated 20-11-1981
of the Hi gh Court made on concession between the parties.
Aggri eved by the same, as per Regulation 7 of Rule 37 of the
Rul es, the matter was taken up in appeal to the Tribunal by
the first respondent. It may be relevant at this stage to
guote Regulations 7 and 10 of Rule 37 of the Rules. The
sai d Regul ati ons read as under
"7. If tany of the parties is not agreed with
the decision of the Arbitrator, the party may
file the appeal agai nst the decision wthin 30
days fromthe date of decision. The cost of
the appeal’s docunments will be Rs 20.
Note : The holiday will not be counted for the
peri od of expiry of aforesaid time-limt.
10. If any of the parties files the appea
against the decision of the Arbitrator, the
appeal wil | be  heard by t he Tri buna
consisting of three nenbers and its decision
will be final."
12. On 24-2-1984, the Tribunal dism ssed the
appeal of the respondent and confirnmed the
award of the sole Arbitrator. That -~ or der
reads as under:

"W have heard the argunents for both the
parties and also taken into consideration
their objections raised by them The appea
of the appellant is dismssed and the award of

the Arbitrator, Shri Mhan Lal dated  19-7-198

is hereby upheld. Parties to bear their own
costs. Oder be pronounced."
This was set aside by the |l earned Single Judge by his order
dat ed 5-4-1990 on the ground that as the award given by the
Tribunal is bereft of reasons, it
375
cannot be made a rule of the court. In his opinion the
award given by the Tribunal is the final award and this
award is to be nade a rule of the court. No reasons had
been given at all. Only the conclusion has been stated.
The award does not indicate as to how the Tribunal have
arrived at the conclusion. The award of the Appellate
Tribunal is directly in conflict with the direction given by
this Court by order dated 20-11-1981 which specifically
provided that the Arbitrator should make a reasoned award.
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No reasons what soever have been assigned. This is the fina
awar d. It should have contained the reasons. Thus, it
cannot be legally sustained and has to be set aside. The
order of the learned Single Judge was confirmed in FAQ OS)
113/ 90 when the Division Bench dismssed t he same
| aconically saying: "D smssed.”
13. On a perusal of the award dated 19-7-1983 of the sole
Arbitrator, it cannot be disputed that it contained reasons
as to why an award of Rs 1,97,891.81 was nmade in favour of
the appellant. Therefore, that is fully in conformity wth
the direction given by the Hi gh Court on 20-11-1981. Now,
the Hgh Court holds that the appellate order of the
Tri bunal dated 19-7-1983 nust also give reasons. Thi s
finding is arrived at on two grounds:
(1) The award of the Tribunal is the fina
award which has to’ be nade a rule of court;
(ii) The failure to give reasons runs counter
to'the directions of the H gh Court dated 20-

11-1981.
14. We can -shortly dispose of the second
ground before we take up the first. The

direction dated 20-11-1981 does not envelop
the appellate authority. Before we proceed
further, we will consider the relevant law on
this /aspect. That the Arbitrator should give
reasons, is beyond dispute.

15. Russell in Law of" Arbitration (20th
Edn.) at p. 291 says:

"In order that an-appeal (if it takes place)
may be ef fective, the Court has  power to
order an arbitrator or unpire to give reasons

for his decision in sufficient detail to
enable the Court to consider any question of
law arising out of the “award. Where the

arbitrator or unpire gives no reason for
maki ng the award, the Court must not make an
order wunless it is satisfied either that
before the award was nade, one of the parties

gave notice to the arbitrator or

reasoned award would be required; or that
there was some special reason why such notice
was not given, or unless all the parties to
the arbitration consent to the order being

made. ... Al that is necessary under the Act
of 1979 is that the arbitrators should give a
"reasoned award’, i.e., the arbitrators should

set out what, in their view of the evidence,
did or did not happen, and should explain
succinctly why in the Iight of what happened
they had reached their decision and what that
deci si on was. They are not expected to
anal yse the | aw and the authorities."
Again at p. 335 it is stated:
376
"An arbitrator does not normally have to state
his reasons in his award, but, of course, my
be ordered by the Court to do so, or to
amplify those al ready given.".
16. An illum nating passage is found in Arbitration Law by
Robert Merkin, 1991 Edn. It is stated in the followng
par agr aphs as under
"19.17 : English arbitration | aw does not inpose any genera
duty upon arbitrators to give reasons for their award,
although the parties are of course free to agree that the

unmpi re that
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award should contain reasons. The provision of a reasoned
award is neverthel ess of great significance under English
| aw as, presented with a reasoned award, it becones possible
for the High Court to deternine whether the arbitrators have
made any error of law in reaching their concl usions. In
order to ensure that the possibility of an appeal on point
of lawis not defeated by the failure of the arbitrators to
provi de a reasoned award, the 1979 Act provides a nmechanism
whereby sufficient reasons nay be obtained to facilitate
judicial review if reasons are not available, the High
Court has no jurisdiction to hear any appeal based on error
of |aw.

19. 23 : It would 'seem that where arbitrators do
determ ne to give reasons for their award, or are ordered to
do so by the. H gh Court or the parties thenselves, no
great obligation is involved; this is by way of contrast to

t he old special  case procedure. The often repeat ed
guidelines were laid down by Donaldson, L.J. in Berner
Handel sgesel | schaft nbH v. West zucker GrbH (No. 2)2:

It “is of the greatest inportance that trade
arbitrators worki ng under the 1979 Act should
realise that their whol e approach should now
be different.~ At the end of the hearing they

will ‘be in a position to give a decision and
the reasons for that decision. They should do
so at /the earliest possible noment.... No
particular formof awardis required.... Al

that « is necessary is “that the arbitrators
shoul d set out what on their view of evidence,

did or did not happen, and should

n
succinctly why in the |ight of what happened,
they have reached their decision and what that
decision is.... Were a 1979 Act award differs
from a judgnent “is in the fact that the
arbitrators wll not be expected to  analyse
the law and the authorities. It will be quite
sufficient that they should explain how they
reached their conclusion.... The point which
am seeking to nake is that a reasoned award,
in accordance wth the 1979 Act, is wholly
different from an award inthe form of a
special case. It is not technical, it is not
difficult to draw and above all it is
sonmet hing which can and should be produced
promptly and quickly at the conclusion of the
heari ng.
The courts have, consistently wth this
passage, stressed that awards are. not | ega
judgrments and thus nust not be viewed 'in a
pedantic or overcritical fashion. Equal |y,
the fact that an award is
2 (1981) 2 Lloyd s Rep 130, 132

377
short does not nean that it is inadequately reasoned. In

particular it is not necessary for arbitrators to set out
lists of rival submissions or factual propositions and to
choose bet ween them It is enough that the awar d
denonstrates why the arbitrators have found for one party
rat her than the other.

Situations in which reasons nay be ordered

19. 24 . The operation of Section 1(5)-(6) of t he
Arbitration Act, 1979 is nost easily explained by separate
consi deration of each of the situations in which it may be
required. These are as follows:

expl ai
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17. The Ind
(8th Edn.) at

18. A few rul

(a) The parties have agreed that a reasoned
award is required, or have ot herw se asked the
arbitrators for a reasoned award

(b) The parties have agreed that no reasons
are to be given, or have otherw se asked the
arbitrators not to include reasons in their
awar d.

(c) There is no agreenent as to reasons, but
nei ther party has asked for reasons.

(d)There is no agreenent as to reasons, and
one party has requested a reasoned award.

(e) There is no agreenent as to reasons, and
one party has requested an awar d not
cont ai ni ng reasons."

an Law is stated by NND. Basu on Arbitration
para 2228 at pages 835-836. It reads:

"2228. VWhet her- arbitrators shoul d gi ve
reasons for deci si ons. - An awar d of
arbitrators is not a reasoned judicia

decision and the arbitrators need not give
reasons for - their decisions, and even ignore
any proposition-advanced by the parties. The
court in filing an award wher ei n t he
arbitrators have failed to give a decision on
any /‘matter, the subject of dispute cannot be
deened / to have exercised-a jurisdiction not
vested in it by lawor to have failed to
exercise a jurisdiction vested in it by |aw
An arbitrator is not bound by the technica
rules of  procedure which the court nmust
follow, nor need he record separate  findings
on the various points on which the parties are
at issue or wite a reasoned judicia
decision. Al that he is required to dois to
give an intelligible decision which deternines
the rights of the parties in relation to the
subj ect-matter of ‘the reference. Wile it 1is
not necessary for an arbitrator ‘to gi ve
reasons for his own conclusions or to give
separate finding on each and every issue
involved in the dispute, every party that
appoints an arbitrator has right to expect an
intelligible decision which determnes the
rights of the parties in the various i nportant
points which are at issue. Mere omission to
give reasons does not vitiate the award. It
is not open to the court to specul ate where no
reasons have been given by the arbitrator as
to what inpelled himto arrive at a concl usion
and to deternine whether the conclusion was
right or not." (enphasis supplied)

378

ings of this Court may now be seen. |In. Bungo

Steel Furniture (P) Ltd. v. Union of India3 this Court

observed thus:

"It is now a well-settled principle that if an
arbitrator,in deciding a dispute before him
does not record his reasons and does
not indicate the principles of |aw on which he
has proceeded, the award is not on that
account vitiated. It is only when t he
arbitrator proceeds to give his reasons or to
l ay down principles on which he has arrived at
his decisions that the Court is conmpetent to
exam ne whether he has proceeded contrary to
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law and is entitled to interfere if such error
in lawis apparent on the face of the award
itself." (enphasi s suppli ed)
19. Again, in Firm Madanl al Roshanl al Mhaj an v. Hukunthand
MIls Ltd.4 it is stated:
"In the present case, the arbitrator gave no
reason for the award. W do not find in the
award any | egal proposition which is the basis
of the award, far less a legal proposition
which is erroneous. It is not possible to say
fromthe award that the arbitrator was under

m sconception of Jlaw. The contention that
there are errors of law on the face of the
awar d is rejected."
(enphasi s supplied)

20. A reference may be nmade to the decision of Indian O

Corpn. /1.t is held as under
“I'n ILndia, there has been a trend that reasons
should be stated in the award. The reasons
that are set out must be reasons which wll
not only be intelligible but also deal wth
the substantial points that have been raised.
VWhen ‘the ~arbitration clause required the
arbitrator to give a reasoned award, the
sufficiency of the reasons depend wupon the
facts of the particular case. ‘He is not bound
to give detail ed reasons.
The Court does not sit in appeal over the
award and revi ew the reasons.  The Court can
set aside theaward only if it -is  apparent
from the award that there is no evidence to
support the <conclusions or if the award is
based upon any legal proposition which is
erroneous.
The reasons that are set out nust be  reasons
which wll not only be intelligible but also
deal with the substantial points that have
been raised. When the arbitration /clause
required the Arbitrator to give a reasoned
award and the Arbitrator does give his reasons
in the award, the sufficiency of the reasons
depend upon the facts of the particular case:
He is not bound to give detail ed reasons. The
Court does not sit in appeal over  the —award
and review the reasons. The Court ~can set
aside the award only if it is apparent from
the award that there is no evidence to support
the conclusions or if the award is based / upon
any legal proposition which is erroneous."
(enphasi s suppli ed)

21. In Rai pur Devel opnent Aut hority  v. Chokhama

ContractorS5 a five Judge Bench of this Court discussed the

entire law on this aspect el aborately.

3 AIR 1967 SC 378: (1967) 1 SCR 633

4 Al R 1967 SC 1030: (1967) 1 SCR 105

5 (1989) 2 SCC 721 : AIR 1990 SC 1426

379

Therefore, it is enough that we refer to this ruling. It is

stated in follow ng paragraphs as under: (SCC pp. 725-75 1)
"3. A brief history of the English Law of

Arbitration, is given in the |learned treatise The Law

and Practice of Commerci a
Arbitration in England by Sir M chael

J
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Mustill and Stewart C. Boyd. For centuries
commercial nen preferred to use arbitration
rather than the courts to resolve their
busi ness di sputes on account of the inherent
advantages in the settlenent of disputes by
arbitration. They preferred this alternative
nmethod of settlenent of disputes to the
ordinary nethod of settlenment through courts
because arbitration proceedings were found to
be cheap and quick. It was no doubt true that
the courts repeatedly expressed doubts as to
the wi sdom of this preference as reflected by
the current opinion that arbitration was an
i neffective procedure, not that it was
undesi rable in itself. The comerci a
comuni-ty, has been however, insisting on the
right to arbitration and has always exhibited
an‘interest in seeing that the systemis nade
to work as well as possible. This led to
repeat ed statutory intervention. Accordingly
I'aws were passed fromtine to tinme to nake the
arbitration proceedi ngs ef fective. The
English Arbitration Act of 1950 and t he
English Arbitration Act, 1979 are the two
maj or pieces of legislation which now contro
the arbitration proceedi ngs in Engl and. The
legal requirenents of an award under English
Law are succinctly given in the "Hand Book of
Arbitration Practice” by Ronald Bernstein (1
987). Engl i sh Law does not inmpose any |ega
requirenent _as to the formof valid award but
if the arbitration agreenent contains any
requirenent to the formof the award the award

should neet those requirenents. The ' award
must be certain. 1t could be either interim
or final. An award wi'thout reasons is valid.
' The absence of reasons does not invalidate an
award. |In many arbitrations the parties want
a speedy decision from a tribunal whose

standing and integrity they respect, and they
are content to have an answer Yes or No; or a
figure of X. Such an award is whol |'y
effective; indeed, in that it cannot be
appeal ed as being wong in lawit nmay be said
to be nore effective than a reasoned award.’
4. Section 1 of the English Arbitration
Act, 1979, however, provides that if it
appears to the High Court that an award . does
not or does not sufficiently set out’ the
reasons for the award in sufficient detail to
enable the court to consider any question of
law arising out of it, the court has power to
order the arbitrator or unpire to give reasons
or further reasons.
5. In the United States of Arerica as a
general rule an arbitration award nust contain
the actual decision which results from an
arbitrator’s consi deration of the matt er
submitted to thembut the arbitrator need not
wite opinion with any specificity as a court
of law does unless otherw se provided by a
statute or by t he submi ssi on itself.
Arbitrators are not required to state in the
award each matter considered or to set out
380
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the evidence or to record findings of facts or
conclusions of |aw They need not gi ve
reasons for their award and conclusions or the
grounds whi ch form the basis for t he
arbitration det erm nati on, descri be t he
process by which they arrived at their
decision or the rationale of the awar d.
Al though such matters are not required, the
award is not necessarily invalidated because
it sets out the reasons or the specific
findings, matters, or conclusions on which it
is based and faulty reasoning if disclosed
does not by itself vitiate the award. (See
Cor pus Juris Secundum Vol. VI, pp. 324-325)
6. In “Australia too an arbitrator, unless
required under Section 19 of the Australian
Arbitration Act, 1902 to state in a specia
case a question of law is under no obligation
in lawto give his reasons for his decision
(vide University of New South Wales v. Max
Cooper & Sons P Ltd.6).
21. Thus it is seen that the Law Commi ssion
di d not ‘recommend the inclusion of a provision
in the Act requiring the arbitrator or unpire
to give reasons for the award
22. It is not disputed that in India it had
been firmy established till the year 1976
that it was not obligatory on the part of the
arbitrator or theunpire to give reasons in
support of the award when neither in the
arbitration agreement nor ~in the deed of
submission it was required that reasons had to
be given for the award (vide Firm Madanla
Roshanl al Mahaj an v.” Hukunthand M1ls 'Ltd. 4,
Bungo Steel Furniture (P) Ltd. v. Union of
India3 and N. Chellappan v. Secy., Kerala
State Electricity (Board7. It is, /however,
urged by Shri Fali-S. Narinman who argued in
support of the contention that in the absence
of the reasons for the award, the award is
either liable to be remitted or set aside,
that subsequent to 1976 there has been a
qualitative change in the law of arbitration
and that it has now beconme necessary to insist
upon the arbitrator or the ~unpire to give
reasons in support of the award passed by them
unl ess the parties to the di spute have agreed
t hat no reasons need be given by the
arbitrator or the unpire for his decision
Two nmin submissions are nmade in support of
the above contention. The first submission is
that an arbitrator or an unpire discharges a
judicial function while functioning ‘as an
arbitrator or an unpire under the Act,  and,
therefore, is under an obligation to observe
rul es of natural justice while discharging his
duties, as observed by this Court in Payyavul a
Venganma v. Payyavul a Kesanna8. This Cour

relied in that decision upon the observations
made by Lord Langdale, MR in Harvey v.
Shel ton9 at page 462 which read thus:

6 35 Aus LR 219

7 (1975) 1 SCC 289 : AIR 1975 SC 230

8 AR 1953 SC 21 : (1953) 1 M.J 97
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9 (1844) 7 Beav 455 : 49 ER 1141
381
‘It is so ordinary a principle in t he
adnmi ni stration of justice, that no party to a
cause can be allowed to wuse any nmeans
what soever to influence the mnd of the Judge,
which nmeans are not known to and capable of
being net and resisted by the other party,
that it is inpossible, for a nonent, not to
see, that this was an extrenely indiscreet
node of proceeding, to say the very |east of
it. It is contrary to every principle to
allow of such a thing, and | wholly deny the
difference which is alleged to exist between
mercantil e arbitrations and | egal
arbitrations.” The first principle of justice
nmust “be equally applied in every case. Except
in the few cases where exceptions are
unavoi dabl e, both sides nmust be heard, and
each 1in the presence of the other. In every
case in which matters are litigated, you nust
attend to the representations made on both
sides, and you must not, in the admnistration
of justice, in whatever form whether in the
regularly constituted courts or in
arbitrations, whet her before | awyers or
nerchants, permt one side to use neans of
i nfluencing the conduct and the decisions of
the Judge, which nmeans are not known to the
ot her side.’ (enphasis supplied)
23. This Court also reliedon the decision in. ‘Haigh v.
Hai gh10, which required an arbitrator to act fairly in the
course of its duties. The two well recognised principles of
natural justice are (i) that a Judge or an arbitrator who is
entrusted with the duty to decide a dispute should be
di sinterested and unbiased (nemp judex in causa sua); and
(ii) that the parties to dispute should be given ‘adequate
notice and opportunity to be heard by the authority /(aud
alteram partem) (see Administrative Law by H WR _Wade, Part
V and Judicial Review of Administrative Action by S A de
Smith, Third Edition, Chapter 4). G ving reasons-in support
of a decision was not considered to be a rule of natura
justice either under the law of arbitration or - under
admini strative | aw.
33. The people in India as in other parts of the world such
as England, U S. A and Australia have becone accustonmed to
the system of settlenment of disputes by private arbitration
and have accepted awards nmade agai nst them as binding even
though no reasons have been given in support of the -awards
for along tine. They have attached nore inportance to the
elenent of finality of the awards than their |egality. o
course when reasons are given in support of the awards and
those reasons di scl ose any error apparent on the face of the
record people have not refrained from questioning such
awards before the courts. It is not as if that people are
without any renmedy at all in cases where they find that it
is in their interest to require the arbitrator to give
reasons for the award. |n cases where reasons are required,
it is open to the parties to the dispute to introduce a term
either in the arbitration agreement or in the deed of
submission requiring the arbitrators to give reasons in
support of
10 (1861) 31 LJ Ch 420: 3 De GF&J) 157
382
the awards. VWhen the parties to the dispute insist upon
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reasons being given, the arbitrator is, as already observed
earlier, under an obligation to give reasons. But there may
be many arbitrations in which parties to the dispute may not
relish the disclosure of the reasons for the awards. |In the
ci rcunst ances and particularly having regard to the various
reasons given by the Indian Law Comm ssion for not
recommending to the Governnent to introduce an anendnent in
the Act requiring the arbitrators to give reasons for their
awards we feel that it may not be appropriate to take the
view that all awards which do not contain reasons should
either be remtted or set aside. A decision on the question
argued before us involves a question of legislative policy
whi ch shoul d be left to the decision of Parliament. It is a
wel | - known rul e of construction that if a certain
i nterpretati on has been uniformy put upon the neaning of a
statute and transactions such as dealings in property and
maki ng of contracts have taken place on the basis of that

interpretation, the Court wll not put a different
interpretation wupon it which will materially affect those
transactions. W nmay refer here to the decision of the

Court of Appeal rendered by Lord Evershed, MR in Brownsea
Haven Properties v. Poole Corpn. in which it 1is observed
t hus:
‘... /there is well established authority for
the /view that a decision of |ong standing on
the basis of which many persons will in the
course of time have arranged  their affairs
shoul'd ' not lightly be disturbed by a superior
court not strictly bound itself by t he
deci sion.™"
(enphasis suppl i ed)
In the present case, the arbitrator was directed to give a
reasoned award by an order dated 20-11-1981 of the High
Court. That he is bound to do.
22. But the question is, where the arbitrator had given
sufficient reasons is it incunbent upon the Appellate
Tri bunal also to give reasons nore so, while confirmng the
sanme? When an award is subject to an appeal, what is the
position?
23. In Commercial Arbitration by Mistill & Boyd, (2nd Edn.)
it is stated at pp. 364-365 as under
"When the appeal tribunal has nmade an award,
whet her confirmng, reversing or varying the
decision of the original arbitrators, it is
the award of the appeal tribunal which defines
the rights of the parties.
The appellate award, once made, ~conpletely

repl aces the ori gi nal award of the

arbitrators."
24. In the case on hand, the Appellate Tribunal has
confirmed the award in the manner set out as above. When
the Tribunal upheld the award dated 19-7-1983 of the sole
arbitrator, it stands to reason that it has come to be
confirmed for the same reasons as prevailed with the sole
Arbitrator. To insist upon such reasons to be repeated by
the appellate authority wll only be superfluous. An

arbitration procedure should be quick. Such proceedi ngs
11 1958 Ch 574: (1958) 1 All ER 205 : (1958) 2 WR 137
383
cannot be equated to court proceedi ngs nor do they partake
the character of trial. To insist wupon the Appellate
Tribunal to furnish reasons for its confirmatory order is
not warrant ed.
25. Fromthe above extract it is nmanifest that:

1. Non-reasoned award is not violative of
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natural justice.
2. Equal |y, such an award woul d not put a
party under a disadvantage, in that, he is
unabl e to question the sanme by discerning the
error apparent on the face of the record.
The plea of the respondents for which reliance is placed on
the above-quoted passage from Mustill & Boyd (2nd Edn.) is
when an arbitrator’s award is subject to an appeal the fina
award is the appellate award and the original award 1is
repl aced. Therefore, it is the appellate award that is made
the rule of the court. Hence, reasons nust be given by the
appel l ate authority. This contention cannot be accepted in
vi ew of what we have hel d above.
26. O course, if the Appellate Tribunal reverses the
arbitrator’'s award, it may be required to give reasons but
that is not the position here.
27. The essence of arbitration is to avoid cunbersoneness
of the court procedure to have a fair settlenent. It is
true that the award of the Appellate Tribunal is the fina
award and it is that which is to be made the rule of court.
The court, by looking at the original award as confirnmed by
the order of the Appellate Tribunal, can always discern the
reasons which in this case are fully contained in the award
dated 19-7-1983 of the sole Arbitrator.
28. In this view, 'we find great difficulty in upholding the
i mpugned judgnent. Accordingly, it is set aside. The civi
appeal stands allowed. However, there shall be no order as
to costs.
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