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STATE OF HARYANA & ORS Appel | ant (s)

VERSUS

M S. CONTI NENTAL CONST. LTD Respondent (s)
( prayer for interimrelief and office report )
( For Final Disposal )

Date : 10/08/2001 This Petition was called on for hearing today.

CORAM :
HON BLE THE CHI EF JUSTI CE
HON BLE MR JUSTICE R C. LAHOTI

For Appellant (s) M. Mahabir Singh, adv.
For Respondent (s) M. Shiv Kumar Suri, adv.

UPON hearing counsel the Court nade the foll ow ng

ORDER
................ L..............T.......T.......T.......T.......T J
SP2
The appeal is disposed of internms of the
signed order. No costs.
. SP1
(Kanchan Jai n) (Prem Prakash)
AR- cum PS Court Master
Signed order is placed on the file.
PA

I N THE SUPREME COURT OF | NDI A
Cl VI L APPELLATE JURI SDI CTI ON

ClVIL APPEAL NO. 12 OF 1998@D@
(0000000000000000000006060600000:
State of Haryana & Os. ....Appellants

VS.



Ms. Continental Construction Ltd. ....Respondent

O R D E R@@

The respondent, Ms. Continental Construction
Lt d. was awarded a contract for w dening and
strengt hening of four |anes of National H ghway No. 1
from Samal kha to Karnal in the State of Haryana. The
contract was allotted in the year 1987 and was
required to be conpleted within 42 nonths. It appears
that certain disputes arose between the respondent and
its partner - Balfour Beatty, who had dropped out of

the contract. The respondent alone carried on wth
the work and furni shed a bank guarantee in the sum of
Rs. 4.5 crores. Fresh contracts in place of earlier
ones, were entered into between the parties. By a

fresh stipulation, the respondent undert ook to
complete the work by 31st Decenber, 1994. That tine
was subsequently extended from tine to time and
finally upto 31st March, 1996. The respondent, in the
meanwhi | e, approached the appel lant for upward
revision of the rates in view of the changed
ci rcunst ances. It appears that the appel | ant
term nated the contract having decided not to revise
t he rates upwards. The respondent, thereafter
approached a «civil court under Section 9 of the
Arbitration and Conciliation Act 1996 with twn
prayers that the bank guarantee of Rs. 4.5 crores
given by the respondent to the appellant be not
encashed and that the machinery, which the respondent
had inmported should not be seized by the appellant.
The trial court declined to grant either of the two
prayers. The matter was taken up in appeal to the
Hi gh Court where an order came to be i ssued
restraining encashnment of the bank guarantee as al so
removal of the machinery fromsite by the appellant.
The arbitration proceedi ngs have been going on for the
| ast nore than four years. W are informed that those
proceedi ngs have not yet been conpl et ed. The very
purpose of arbitration is getting frustrated. Learned
counsel for the parties have been inpressed upon that
they should ensure, through their respective clients,
that the arbitration proceedings are concluded at the
earliest possible tine.

In this appeal, the case of the appellant is
that it should be permtted to encash the bank
guarantee during the pendency of the arbitration
proceedings and that in the event the respondent
succeeds, he should recover the anpbunt from the
Gover nment . It is also submitted on behalf of the
appel | ant that the nachinery belonging to t he
respondent, which has been seized, may be permitted to
be sold so as to prevent it from being rendered
usel ess. Leave was granted on 5th January, 1998 and
whil e issuing notice on the prayer for interimrelief,
this Court directed stay of the judgnent of the High
Court dated 27th February, 1997, inpugned herein, in
the neanwhile. Subsequently, the interimorder was
modi fied on 17th February, 1998 and the appellants
were restrained fromencashing the bank guarantee,
filed by the respondent. This is where the matter
rests at present.



. SP1

Since the arbitration proceedi ngs have since
not been concluded and t he or der restraining
encashnent of bank guarantee has been in operation
since 17th February, 1998, it appears appropriate to
us to make that order absolute till the matter is
di sposed of by the arbitrator. However, sofar as the
sei zed machi nery is concerned, |earned counsel for the
respondent does not object to the seized nmachinery
being sold in open auction by the appellant. e,
therefore, pernit the appellant to sell the seized
machi nery by open auction under intimation to the
respondent and deposit the sale proceeds in the trial
court.

W are informed at the Bar that there is a
vacancy in the office of one of the arbitrators which
is to be filled up by Central Government. We expect
the conmpetent authority of Central Governnent to do so
at an early date for which purpose the attention of
the conpetent authority may be invited by either

party.

Wth these observations, the appeal is
di sposed of. No costs.

(R C. LAHOTI)

New Del hi
August 10, 2001



