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ANNEXURE-A

POLICY FORARBITRATION

AS APREFERRED MODE OF'DISPUTE RESOLUTION

Whereas the Government of Maharashtra is actively pursuing the ambitious

project of establishing an lrtemational Financial Cente in Mumbai, the commercial

capital of India with l{uge strategic advantages and high business potential;

Whereas an eflicient regime of enforcement of contracts is a vital and

indispensable component of a vibrant business environment and financial system, and

an ideal and cost effective arbitation set up is a prime tool of enforbement of contraots

and resolution of disputes; '

whereas the Law commission of India in its 246th report on Amendments to

Arbitration and Conciliation Act, 1996 has made certain recornmendations with a view

to introduce faimess, speeil and economy in the resoltltion of disputes through

arbitration; bring arbitration practice in India in conformity with international

principles;andreduceextensivejudicialinterventioninarbitrationmatters,and

thereby stom tip graduat, ihough steady, shift away from Intlia as a preferred seat for

intemational commercial arbitrations in favOur of more investor-friendly iurisdictiors

such as Singapore, Hong Kong and London;

Whoreas the Govemment of India has also ta.$en the copizance of the

problems of excessive judicial intervention in arbitration proceedings and has

emphasised tlie need to establish and pcpularize iqstitutional arbitration in Indi4 to

make it at par with international standards;

Whereas the Supreme Court of Indi4 in the case of Union of brdia vs' Si'g

BuildersSyndicate(2009)4SCC523l,hasalsounderscoredthenoedtofindoutan

urgent solution to the huge cost element in arbitration and save arbitrlation fiom the

arbitration cost and observed that institurional arbitration has provicled a solution as the

Arbitrator'sfeesisnotfixedbytheArbihatorsthemselvesoncasetocasebasis,butis

govemed by a uniform rate prescribed by the institution under whsse aegis t}te

Arbiuaut ,r is heLl



Whereas the Goverirment .,t' l'rdia lias; fralned National Litigation Policy to

reduce average psndency time iioin 15 to 3 years, which stresses the need to

encourage and strengthen ar.bitration as an altemalive dispute resolution mechanism;

whereas the Govemment of Maharashtra has fi'amed the state Litigation Policy

with a view to make the shift from the Govemment being a compuisive litigant to an

efficient and responsible litigant, roduce the Government litigations in courts and thus

encourage and promote the grealer use of altemalive dispute resolution mechanism

including arbitration;

Whereas,ithasbeennoticedthatinmostoftheGovemmentconffactsthe

arbitralion clauses are in the realm of ad-hoc arbifration and there is no uniformity in

either the oovonants of dispute resolution or the appointment ofArbitrato$'

Now, the Government of Maharashtr4 .therefore, proposes to formulate a policy

to promote, propagate and patronize institutional arbitration as preferred mode of

dispute resolution, a vital part of the ease of enforcement of contracts and reduce the

lrtigatio4 and institutional arbitration as the game changer and thereby give a fillip to

establishment of Intemational Finalrcial Centre at Mumbai.

INTRODUCTION

Arbitration, as a mode of dispute resolufion, has not succeeded in commanding

the place of pride in the lndian system of <lispute resolution. Arbitration in halia, like

adjudication, suffers on account of delay and costs. Excessive judicial intervention has

firlher eroded the efficacy of arbitration as an informal, swift and cost effective

qpecializod method of dispute resolution,

The shortoomings observed in dre working of the Arbitlation and Conciliation

Act, 1996 (which replaced the Arbitration Act, 1940), led to 176th Report of Law

Commission of India on the amendments in t}le Arbitration and Conciliation Aci, 1996.

ln 2004, 'Justice Saraf Committee On Arbitration' was appointed, whieh gave a

detailed report on 29.01.2005. The Justice Saraf Committee Report on Arbitration

And Conciliation (Amendinent) Bill 2003 was referred to Department Related

Standing Committee on Penonnel, Public Grievance, Law and Justice. The

Committee stressed upon the need for popularizing institutional arbitration in lndia

and called for establishment of an institution in our country which would be along

intcmational standar d. The Bill carne to be ultimately rvithdrawn.



s{x

INST{TUTIONAL ARBITRATION I}{ INDIA

Law Commission of India iri its 246 report has noted t-hat the spread of

Irstitutional Arbitration in India is minimal and has not really kick started. The

Commission has noted the establishment and working of Delhi tr{igh Court

lntemational Arbitration Centre (2009) the hmjab-Haryana High Court Arbitration

Cenhe (2014), Indian Council of Arbihation in co-ordination with FICCI and Nani

Palkhiwala Arbitration Cenffe ih Chennai.

INSTITUTIONAL ARBfiRATION CENTTE IN MUMBAI

The necessitv of an Institutional Arbitration Cenlre in Mumbai as a part and

parcel of Intemational Financial Centre can hardly be overstated. A Financial Centre

attached Arbitration Institute is both elementary and advantageous. The flight of

arbitration disputes where both partiss to the dispute al€ the entities registered in India,

leave alone wherc one of the parties is so registered, to a seat of arbitration in other

countries makes it obligaiory to have a world class Irstitutional Arbitration Cente in

Mumbai.

POLrcY INITIAITVES

i. To staft with, the Government of Maharashtra propose to promote institrtional

arbiffation as a matter of its stated policy'

ii. The dispute resolution mechanism incorporated in the various conffacts

executed by or on behalf of the Govemment of Maharashtra indicate a profound

diversity in approaoh. In one case flrere is a method of adjudication by an

officer of the Goverg{ne"pt. In another case it is arbitration by,an officer of the

Govemment. In quite a few cases, there is both adjudication and arbitration by

the offrcers of the Goyemment. ln few olher cases, there is a standard

arbitration olause to arbiU.ate the dispute in accordanoe with the provisions of

the Arbitmtion and Conciliation Act, 1996. Disparity is required to be

addressed and unifonn regime of resolution of dispute through arbitration is

therefore proposed.

iii. In all the Govemment contracfs i.e. the contrac;ts a-nd agreements execrlted by or

on behalf of Govemor, the State Government companies and other Govemment

corporations and bodies, shall have a recommended standard hstitutional



The Law Commission of India rr i :1. 246th r," rt. i 1. and the Supplementary to the

saicl Report made concrete suggestions and recommendations on Amendments on

Arbitration and Conoiliation Act, 1996' The Patliament has passed the Arbitration and

Conciliation (Amendment) Act, 2015 which came into force on and from 23'10'20i5'

INSTITUTIONALARBITRATION VS. AD-HOC ARBTTRAIION

As noted by the Law Commission of India in ils 246ft repofi' Arbitration may

be conducted ad-hoo or under institutional procedure and rules. In ad-hoc arbitration'

which is in vogue in India, the parties have the choice of drafting their own nrles and

procedurelvhichfittheneedsoftheirdispute'Thechoiceofthearbitratorinthis

method either entaiis huge cost and delay or the competency to arbitrate is seriously

compromised.

kstitutional Arbitration, on the other hand, is one in which a specialized

institution with a permanent character intervenes and assumes the functions of aiding

and administering the arbitration process, as provided by the nrles of such institution.

The institutional arbilration has clear advantages. Firstly, the arbitration institution

may provide qualified arbitrators empanelled with the insfitution' Secondly, the rules

and procedure ofthe arbitral proceedings are detenrrined by the institutiori. Thirdly, the

arbitral institution provides t]le administrative support in the form of Secretariat and

staff to aid the arbitrator. Fourtftly, the arbitration by the arbitral instifit€s may save

the parties of huge oost of fees, whioh may be pre-determined, baving regard to the

nature of dispute and the services ofthe arbifiators to be availsd'

INSTITUTIONAL ARBITRAIION AT INTERNATIONAL LEVEL

The Governments, in various -iurisdictions, have committed themselves to

establish and promote Intemational Arbitration Centres. Singapore Intemationai

Arbitration Centre, Kuala Lumpur Regional Centre for Arbitration, Dubai International

Financial Centre-London Court of Intemational Aibitration Centre and Hong Kong

Intemational Arbitration Centue are few of the notable intemational arbitration Centres

which have come up with the support of the respective Govemments'
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1V.

;

mbitration clause, where the commercial value of the contract is 15,00,00,0001

(Rupees five crore) and above, incorporated to the effect that the dispute shaii

be rcfened to a recognized Indian Arbitration Institutes (model clause at

Annexure'A-1').

With rhe consent of the other parties to the contracts and agreements the

existing agreements and contracts be suitably amended/altered as regards the

dispute resolution meoharrism so as to provide that the dispute be refened to the

recognized Indian Arbitration Institutes, utiiizing the recommended mbitration

clause, in substitution to the existing clause(s).

Even in the cases where the arbihation has commenced or is about to

cornmence, the parties shall have the option to move over to the proposed

Irstitutional Arbitration mechanism.

ordinarily, tle contracts and agteements sha1l not contain a clause of referring

the dispute to a Arbitral Tribual comprising *re serving offrcers of the

Government.

The Arbitration Instihrtes to be recosized by the Govemment of Maharashtra

shall frarne the Rules which incorporate best practioes from around the world'

and are conducive for just, cost efFective and time bormd resolution of the

dispute.

The Arbitrators to be appointed by the said Arbitration Institutes shall be

persors of high caliber, impecoable integrity and specialized knowledge'

The Arbitration Institutes shall evolve a fair and tanspatent procedure to attract

bcst talent for the Arbitration Centre.

The Government of Maharashfra may facilitate the Recognised Arbitration

Institutes for having requisite infrastructure including avant-garde

communioation and information technology and inviting ambience for the said

institutes.

The Government of Maharashta shall grant recognition to an Arbitral Institute

based on the following criteria:

i. The Arbitral hstitute sball be an Indian legai entity having its head office

reeistered in Mabarasbba.

vll.

v111.



ii. The Arbitral Instifttr, .l .,1 lrame ri,rl,'s which incorporate best practices

from around the world, and are conducive for just, cost effective and

time bourd resolution of the dispute.

iii. The Arbitrators to be appointed by the said Arbitration Institute shall be

persons ofhigh caliber, irnpeccable integrity and specialized knowledge.

iv. the Arbitral Institute shall have hearing facilities that are of urtanational

standards. 
r.,l-

xii. The Government may devise an appropriate method to invite applications from

the interested Arbital Institutes fuifilling the above criteria.

xiii. The Govemment reserves the right to derecognise an Arbitral Irstitute if it is
satisfied that the Institution is not rendering the services in an effective, fair and

transparont manner or is abusing the privilege of recognition or for any oilier

sufficient cause.

riv. Every endeavor shall be made by the recognized Arbitration Iostitutes as well as

the Government of Maharashtra to ensure that the said arbihation Centres avail

themselves of the services of Arbinators of Intemational standing and their

faciLities are of intemational standards. At the same time, the Govemment of
Ma-harashtr4 though fully instrumental in promoting and supporting the

recognized Arbitration Institutes, will ensure that the fi:nctional independence

and imparriality ofthe Arbitration Institutes is not affected.

)

fL l.i !t'
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ANNEXURE'A- 1'

MCIAMODDLCLAUSE

Any dispute arising out of or in connoction with this contact, including any question

regarding its existence, validity or termination, shall be refened to and finally resolved by

arbitration in accordance with the fubitration Rules of the Mumbai Centre for Intemational

Arbitration (,'MCIA Rules',), which rules are deemed to be incorporated by reference in this

clause.

The seat ofthe arbitation shall be

The Tribunal shall consist of [one/t]reel arbitrator(s).

The language ofthe arbitration shall be English.

The law of this arbitrdtion agreemerit shall be

The Law Goveming the contract shall be
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qB*' Mt Etff q qFrfri ft -{i6 I 3/ o q/ 

Q o o q tS onc6r sfufl{ 3m{rd qrfi

}*61. wugm q-,{F qFffrqr d{K ? s+c g.€-ftT frrfqo, 1oo1 q-ffo e{6-srd

offi, erffio a+rfi, or,q-Et euft qrq qrerq-f,q qqfr nRdFB ricrllo

b-ol. ql s{fr'fi ql{-flqd TirQn.irm. E-ErE Fi-m'hq o-qu-qE[ Tr$-{r r{ R-ml

eilFr qrcqT taro erinrnsq qmb crq-dd Co i{{art Fnqq o-{uqtd qFrfi

ffi . qr+ * frtrco ifftq-c : qfi dqrn erd.

qr{f,|alT frfr slrffi, 3{Frc?n ?B[, qr oft".Trdtd enFr vw er€i{rd|air

Tqqufrqt, a-{Ie q q+d 3Tfufrqq, qqqA qsti Eq|{ql o-w-ql{|{f, d}{ svqrf,rr

qm effir ffi b"sT rirr*i, osrE s q+d Grlfiqt) crtsftqq, Qoca gTf,

bdr, rilR-{iEF ?i/gol?ogq itss d€rqlqq eirrdld 3TrdT GtT-t.

. .a * -,- ^ *,r.



^^ tJ3t{

€rprFm-6'64rq frsq il€ei 6-qrE

qraran flEfi 3ilsH 3Ttr.'ln a8E qI 3r&lrand dqnd

orq as.f titqT ri{sTrtrf, ordqeqs q FrqqEq]q 4dfrEsTd dt. seqr, qt{drd

e"-d€ 3ffid€qT oqrf dars.iqt qem"Riql, eqiq fteKTqI'R+g€c qlq

sffidddjagndftqqqTFlord${trfiffdg6-{dIfd.ilqEffi,
d-{rqT-fr ftqs owqts c+aq g=isqdq ftaiq dFrd fr-dT aqrffur srq+qr

er{frdqqqf,s+so-{rff dT'li.

) gv+r qrq.dt, ti{sTrfltn o-qrs fi o-mq-s€ft 3i-€'uTrfi'q{fi co. frr}fig-d

d{e{r sllB at q ffi I d{stqr frqqiErt arqq it@IeqTdr 6*ae}q oqi eTrFr qdrq

finqdi E 6qrE s'm+ seTrs-{ 4-i"?Irm orq 6-rA' r{qqrttr6 d-4rqTn 6Tfr

gee wr+i 3l-id- ctrdl 5q$, 6-qr< €"{aIT' ti{'g}aT qrfr}t{Sd srfidrcrd

aqTETfrrqfi-qf,{{rft-fr.5e.rrew$,o-qlqrql6]ffi-afr."qqqorsqqfi,

d-€}artftqiftdi'&fi3rfl}.prq-{€qd,a_qr<-€{sTr,dqlErqq6|€I

awqroR-oi ef+qro*q errFr effi qT €sql-d c-{nflds sgrq gr+d'

"\qTETId'aqn*ielqrarEl.q€I,cffiFNiqldsr{georoo-*r+r'ai''rwr{Tu=is

) sdsTsftdrdgao, ftrqrqrtssq oTFT€q-der6-o'Tqr+qr-iaTdarcial*-qT

fri-"lT-il-d +s-{, T{ fiqJRd H- qrs {i-r'd'

ffiq Ktrr€6 rie[ffiiF. 6{rd

ffi,Trqr GTFrofti-trd q-{o.nrff, elffiq 6-ai-{ iid qsTrw tn{uqrfr

GrTFr diqr qrdqT tuqrfi eifi qiffi ffi sd. fu'TIT{ ffi

a-qTEiit{,ffiraldwqrtfrr6'6-ErqiitE,gsg3lffiq-"rqrqibq'

a-qrE ii-Eti ?is{ qrqroq sTrFr ffi I ar@q a-Era iF-r t' q.rfi €-diq+q

srkrfief{ dqr(6-E o-{c tliditrd s{6r{i?Jl sdlqR erR'i tq t d q t or at t l t''



Eiiiliii-dt q1q]H6. it-qK

qrdran frtfi 3ilffi 3{r{arT ?8q qT er€"indrqsd er$ q< ite cnd el,

qrcdrqtn aErfl=Ir ft-rfln Grcrid em erq{c qqr aiafi, e) 6rTfi gF

grfdT .lIS. erqH, ftd sq ;qTqTd-qTn sia{rT$q .r{rq ii& 11ooq), qqrq-

efuqq sq qiqaqii aqrs ihq (?o 9 u), gw.sTrq.S.{fr . (ffi) qT rgq-qfiW

ild"rTff cnrffq dq-rE qftq-q eilFT cT+ qra$qal eqrs ibq, # qiql

rrfl.rifr onFT orutfr dq t-rd qTt.

fierrcq-o aqre ii,?.S
orffiq ffi'q iieTEr 1'o erfrrrrw qrr €ulc N +tr) {irq].effi

ia.{rqrff qrfl I Ffu6a g_deft-d bd qrc aa-fr. effi'q ffiq n-ffft
q)tgehff 

"lqre dqair ff gtrygo eilfrr wqffi{ gqi qrt. fqt ffia a}d
qerorq t qrrorfi-a +-q"fr?H €refl €rsf,rd 1il-s] +€T ffi qeroniWl gol
qsorrfr qrEcnd +q"fr irdd Gffi'A ter errn *iwafio d-qrfld-d qtq i{Tnti-{
qTq zrcg-qroR-dr.F q"l vFrRs qqfi r+€ncq-s dilE igg erqd dE|-{m|{fi
q tccl.

qlgsrtrd Bqsq
\-iF:- E5qT-fr-dr ft|{rq anqrcd, siql B_ffid qli"Trqr g6'rirJr €uIE

€qertrfi afl-Erdr sroqT enwi r€r'fr-d ird- eTt.

dq:- q-aME arsr'ild$ sTerErrrm{rarrftiorqf'fud dqr-aTffirT 6iT{icr

qre ffi fr ?ieon qqrBE o-qnqT tfr lM qe-s ftfrs-dT R-qq td.

CmT e-m-i!fr Trffitrar oTfuor-qm-gl fi"srcT ffi Tq-d ers-t d{ grrqr rfi!fr
aTns-{d sTkfiTt dqrc ersf,rd. offi en-qmrq q-fi-*urid fi-qts lqrt q d-aE i
ffi Tn-s{n qMtq srcirltrT. Etr{ .nrff rf,inTif, dqrq s v+"c aTBftq.q,

93SE qefr-d Tr,q.ff{s'K qTE ffi qr+o e-qK Eig (srandard arbitraiion

ctause) enrd. qrwE S frsqdT Er a-slaarergrt atq frrTqxqTfr ym-sql;t

crE-dr€rfrdirfrsTr'*.



es rf

fiCi vqr {sq F. L!,oo,oo,oool- f$'qt qTq et-O fr}tqT

qrtet qttr ent ffin lrd ?Trsotq osl{rd Errd qlqcldigTt cTQrqr-qiqTTfii

e-Ss qrq ilrc;TtziT riqql erTFr er;q atrsqrTq q€tffi q rns-rttq ftqq qi€qr

qfii tnqlq|d turRT €ftqT q cF'{f{ErRrr-d frrw|{fl ftensqq €e;rc-o r+-srE

o-ar'<ffi ow-+ro,trfo wge at< Er flqifu-d qri-fr-q d-olq €rm €Effid

orot tfo n5;r1 q6q qfrftrsg'a-1 1.

qR:- qtqt cnfu€a ersunqr rift-q q 6Tr{{rFriRr, erq qroniqT Sqfti qrs

ftqToa"r d'qqJd eiRersersd-cq-r oaqiqtt d.q cqT Eux'n o-rci t-+o nfar

qr o-oqiW frTq]-{s Eq0-rnd 3TrS sc*fi a-aq qqrfre oq,rqTd t-fd,

ergd en qfqdirflqT uerE €{ehF-g €sF[-d 6{dl i-{-o e rurgerv srfu-.lqtfl

erqonqr €fd{i q a-qrrqrqiqd qe ft{ro.{rr ?i"t riEqfffdr arcffi q}rs t
v+oZEvwta'twret-fro.

ril?r:- acIrERr 3fl-iq grd_eqT strt_qr 3Tr$T El"Tri gTt, effi q-mT"rid ffid'
qqrfil ifl rwft--d qierFq'6 dqrc ?iTqiaT qqffi Ed-dr t$=d.

s6r:- qf{flqnqqq, Tnsfrtq tnd-o erfuoruiqr qqrhT 3i-sorTqr 6atq

, <nt@qrc-{isFtr-d6rusmqrdqo-{rcrrqidqonTiasqrftereri.

EId:- qEI{tY rneqjfr qqor ffiar aerq {ie}s urq ffi
qrrftq,- cTFrffi'd sd-f,q lqld srfld-d erFT qrqlfuf,, t?;wrqil{fl-d e

or-aqqftd qlE fi "{rm$4 o-{u[It fr q{ ilqlr @{rA irrrrfi -d.

Gfln:- s{{ aqrE qr+i frTtr 6-iT{qrn aqr< t ca Xq-a6sT{q, qqa
yfqTFrfiqoTr q fr-fu gn ers"nt ersd qrB$.

- ;16'- 6-a1-q m Fqfdq ft-Sq qnir€q eiotr-d ulrqlqrfi, arqrq iFT ;qrq q

cli-q-ifq; Fdqqfr ffid 6-tTd.

..G.t.. rlE|{rq n|{l], rTt.Tit tIkI ElEfd .ti*$grfr .3Ttrf{IrF t glqnld qEn?T

stq q-qffr qtRrfr q drEtr{ rry{eTr n-Q-q dqo qrorqqq sq6-er dq g.F-{ €r}
rg-qr-&tr{d@id.
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q$qlr- {61{IXTINT{F'EI{ rfteriTrl9T.+}ctfr.msiTrqi-.raTtfa:- 
' '

(e) d-{rE riefldqlrfi-q4.rqsEqRolqi{frierR-eersffi eNT-fi

v ft-n gqros q-elrtqTqd ffifo srsfr eir++q-o eTt'

(?) e-qlq {Pli{r qlq 1ffi q-rfr6 qioffia qd-tq ssf{

3{s-dd cTIFI qreq, ffi{ q oraq-qkq qrq ftq-at{ur o-srnt f{qq f,qrt

s{ri d't'Td-d.

R) vqqdqrEd-r+ifumoqrqqrn6qKg@Tur{frIffi-o' 3Tq-q

srqifrroqqr q fr+lq gn sffioilt erqd grr{ir+' sTrt'

(8) oerc €{'g}qs} oii-flq$q q-qt-'ft Ecrq"ft-ff gGw wae ereo}

3ila5q6eff6.

q|ql'- 4€6 ft.4,s {"f filTreiT {€i4. 6sIE {i{sif,€{ flsq gdrq q-{fi-qr

. srq?iqq-sqotqFltrd.

tqrr- ann 1{{err, E-rdqq, qfq q qlwdtfi c-6frn siqr tsr 5rfi4 rq-fi'd

qerflqfqirTqiqT srcrerafi f+dsrkrrilfl gvqdrro<.d s{-#6t oi{fr Trmqrfr

sr* greuiT qqsr gtr{ q'tlr€Tfi 5hn orwnwa sinFT srfll titslifr qrqdr

.nrg ffi srfuoru rtq.q t-fi-d 3Trt.

frfl;-qrqfriqlq a-{E €TerT q q-6nrq rrNFT' Tl-fl €errf,l-o a-qIE i}E

elidi-*r$qq-qHa-qn qelffiq qefaTgRvt€q-d-q o-e-q ttrd qrsd

c-{tr{tret {r6-trd' iqqi-A-{r Er€:rsIE EINfi qfr qrq-dliflqT d-ql-E €giql )

{dq-{lf, s srffid WIrrt q-{qFfr eftd dfl t€ts 6-qrq €reTrql FHiFlE{raII

sriar+c q fic:eclfiqurqr qR'urH dulri qr$ qTfr 416-S n-fd'

-----ooo-----
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ANNEruRE.A- q.

MCIA MODEL CLAUSE

Anydisputearisingoutoforinconnectionwiththiscontract,inc|udingany

questionregardingitsexistence,validityortermination'shal|bereferredtoand

finally resolved by arbitration in accordance with the Arbitration Rules oJ the

I Mumbai centre for tnternational Arbitration ("MCIA Rules'), which rules are

deemed to be incorporated by reference in this clause'

The seat of the arbitration shall be

The Tribunal shall consist of [one/tnree] arbitrator(s)'

The language of the arbitration shall be English'

The law of thls arbitration agreement shall be

The Law Governing the contract shall be


