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REPORTABLE

I N THE SUPREME COURT OF | NDI A

Cl VI L APPELLATE JURI SDI CTI ON

ClVIL APPEAL NO. 3699 OF 2006
RASHTRI YA | SPAT NI GAM LTD. APPELLANT( S)

VERSUS
M S. PRATHYUSHA RESOURCES & | NFRA
PRI VATE LI M TED AND ANR. RESPONDENT( S)
ORDER

1. The present appeal is filed by the appellant challenging the
j udgnent and order dated 16.12. 2005 passed by the Division

Bench of the Hi gh Court of Judicature for Andhra Pradesh at

Hyder abad, whereby the order dated 6.7.2004, passed by the

| earned District Judge, Vishakhapatnam was set aside and the

arbitration award was confirnmed

2. The appel lant - Rashtriya Ispat NigamLtd., which is

popul arly known as Vi sakhapat nam St eel Pl ant, is
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R. NATARAJAN
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Governnent of India Undertaking, inter alia, engaged in
10:44:48 | ST
Reason:
manuf acture and sale of steel products and pig iron in the

domestic and export markets. Respondent No.1l is a transporter
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stevedoring, clearing & forwardi ng agent at Vi sakhapatnam The
appel lant floated a tender vide Notification dated 31.03.1992 for
transportation of pig iron etc. fromits Visakhapatnam Stee

Plant to the Visakhapatnam Port area. Respondent No.1 being

the successful bidder, was awarded the wor k order on
28.07.1992. An Agreenent was entered into between the
appel l ant and respondent No.1 on 24.02.1993 which was to

expire on 31.03.1993. But owing to circunstances, the work was



ext ended several tines and the contract was finally conpl eted

on 23.10.1997. Issues arose as to the rate of escal ati on based on
the base year 1992 or 1994. Respondent No.1l submitted fina

bill having three annexures out of which first two were adnmitted,
however, the appellant rejected the third one which was as to

deci ding the base year for calculating escal ation

3. The Arbitration Tribunal (consisting of a retired Judge of
the H gh Court) decided the five issues framed in favour of the
respondent/ cl ai mant whereby the base year was adjudged as

1992, the bar of limtation was negated and the cal cul ati ons
made by the d ai mant were uphel d. The appell ant chal | enged

the said award under Section 34 of the Arbitration Act, 1996
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before the Ld. District Court which set aside the award as the
relief was barred by linitation. Upon appeal under Section 37 of
the Act by the respondent/claimant, the High Court set aside
the order of the District Judge and upheld the award of the

Arbitrator

4, The appel | ant/ Enpl oyer herein have chal |l enged the said

O der of the High Court. The bone of contention in this appeal is
the question of relief being barred by the law of limtation. The
appel l ant subnmits that the High Court has arrived at a wong
concl usion by invoking Article 137 of the Limtation Act, 1963,
and since the contract was in the nature of work contract,
Article 18 would apply. This Article would thereby provide that
the right to sue accrued when the contract was conpleted i.e.
23.10.1997 and hence notice for arbitration was beyond the

period of Iimtation. The respondent/clai mant al so argued that
the dispute as to determination of base year for calculating

escal ation arose vide letter dated 15.7.1996 and hence the

notice for arbitration was issued beyond the period of Iimtation

Ei t her ways the cause of action in favour of

respondent/cl ai mant accrued, if any, is an inperfect right.
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5. We shall now consider the settled | aw on the subject. This
Court in a catena of judgnents has laid down that the cause of
action arises when the real dispute arises i.e. when one party
asserts and the other party denies any right. The cause of action
in the present case is the claimof the respondent/clainmnt to
the determ nation of base year for the purposes of escal ation and
the cal cul ati on nade thereon, and the refusal of the appellant to

pay as per the calcul ati ons.

6. We find that the view taken by the High Court is correct as
to when the real dispute arose between the parties to be

adjudi cated by the Arbitrator. It is nobody’'s case that the
contract came to an end on 23.10.1997, but the difference on
determ nati on of base year first arose in the letter dated
15.7.1996. The said letter is already controverted as the service
of the sane was seriously contested before in Arbitration
However, the said letter was there even before conpletion of the
work and prior to that the respondent/claimant had reserved his
right to claimnoney later since the contract was still subsisting
t hen. In I'ight of t he above reservation by t he

respondent/claimant, bills were raised in 1998 vide letter dated
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4.9.1998, which actually resulted into exchange of letters which
forned the base of dispute between the parties. It is an adnitted
fact that the bills were not finalized as could be seen fromthe
letters dated 7.2.2000 and 9.5.2000. Therefore, we find that the
findings of the | earned Arbitrator and concurrently affirnmed by
the High Court are correct on the point that the cause of action
arose on or after 4.9.1998. Hence, the said letter by the
respondent/clainant to the appellant to initiate arbitrati on was
not barred by the law of limitation

7. Accordingly, the civil appeal is dismssed with no order as

to costs.



(Pi naki Chandra Ghose)

(R K. Agrawal)

New Del hi ;
February 12, 2016.
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Hon' bl e M. Justi ce Pi naki Chandr a Ghose pronounced t he
reportabl e order of the Bench conprising H's Lordship and Hon' bl e
M. Justice R K. Agrawal .

The appeal is dismssed in ternms of the signed reportable

or der.
(R NATARAJAN) ( MADHU NARULA)
Court Master Court Master
(Signed reportable order is placed on the file)
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