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BHATIA INTERNATIONAL v. BULK TRADING S.A.: An Interpretation of Statutes with 
Regards to Consequences in international arbitration 

Aishwarya Padmanabhan∗ 

The aim of this paper is to discuss in detail the interpretation of statutes in the field 
of international commercial arbitration by the Indian Courts with respect to 
consequences – that interpretation should be done so as to avoid any kind of absurdity, 
inconvenience, hardship and injustice. The paper takes the celebrated case of Bhatia 
International to see how the Court interpreted this tenet and applied to the judgment. 

INTRODUCTION 

“If a language used is capable of bearing more than one construction, in selecting the true meaning, 
regard must be had to the consequences, resulting from adopting the alternative constructions. A 
construction that results in hardship, serious inconvenience, injustice, absurdity or anomaly or which 
leads to inconsistency or uncertainty and friction in the system which the statute purports to regulate 
has to be rejected and preference should be given to that construction which avoids such results.”

1
 

If the language used is capable of bearing more than one construction, in selecting the true 
meaning regard must be had to the consequences resulting from adopting the alternative 
constructions. A construction that result in hardship, serious inconvenience, injustice, absurdity 
or anomaly or which leads to inconsistency or uncertainty and friction in the system which the 
statute purports to regulate has to be rejected and preference should be given to that construction 
which avoids such results.

2
 

This was the approach that the Court took in the landmark case of Bhatia International 
International v. Bulk Trading SA.

 3
 

Though Bhatia International v. Bulk Trading S.A. lays down propositions regarding the applicability 
of Part I to arbitrations conducted outside India, that have far- reaching effects

4
, this decision has 

significant value when it comes to reiterating fundamental principles and canons in the 
interpretation of statutes regarding consequences. 

BHATIA INTERNATIONAL: CASE IN POINT WITH REGARD TO CONSEQUENCES IN 
INTERPRETATION OF STATUTES 

This case involved a contract between the parties which provided for arbitration in Paris, following 
the rules of the International Chamber of Commerce. The Appellant entered into a contract with 
the 1st Respondent on 9th May, 1997.

5
 This contract contained an arbitration clause which 

provided that arbitration was to be as per the rules of the International Chamber of Commerce. 

However, neither the proper law of the contract nor the proper law of the arbitration agreement 
was specified. Disputes arose between the parties and on 23rd October, 1997 the 1st Respondent 
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filed a request for arbitration with ICC. Parties had had agreed that the arbitration be held in 
Paris, France. ICC had also appointed a sole arbitrator.

6
 

Pending arbitration, the 1
st
 Respondent sought to file an application under Section 9 before the 

before the IIIrd Additional District Judge, Indore, M. P. against the Appellant and the 2nd 
Respondent. Courts at Madhya Pradesh seeking an injunction order restraining the Petitioner 
from alienating/ transferring and/or creating third party right, disposing of, dealing with and/or 
selling their business assets and properties

7
. The issue thus was whether a Section 9 application 

would lie with respect to an arbitration conducted outside India. The arguments were however 
directed towards whether or not Part I would apply to such arbitrations. If it could be proved that 
Part I applies to arbitrations conducted outside India, then it would follow that the Section 9 
application could be filed. If not, the application under Section 9 was not maintainable. 

The Supreme Court in Bhatia case had held that Part I of the Arbitration and Conciliation Act 
would equally apply to international commercial arbitrations held outside India, unless any or all 
of the provisions have been excluded by agreement between the parties. 

It was held here that in selecting out different interpretations, “the court will adopt that which is 
just, reasonable and sensible rather than that which is none of those things”

8
 as it may be 

presumed “that the Legislature should have used the word in that interpretation which least 
offends our sense of justice.”

9
 If the grammatical construction leads to some absurdity or some 

repugnance or inconsistency with the rest of the instrument, it may be departed from so as to 
avoid that absurdity, and inconsistency.

10
 

The doctrine of consequences states that if any particular construction in construing the words of 
a statute was susceptible of more than one meaning, it was legitimate to consider the 
consequences which would result from any particular construction.

11
 

If the meaning is plain, effect must be given to it irrespective of consequences. However, this rule 
has no application when the words are susceptible to only one meaning and no alternative 
construction is reasonably open.

12
 It is one of the well-settled rules of construction that if the 

words of a statute are in themselves precise and unambiguous, no more is necessary than to 
expound those words in their natural and ordinary sense, the words themselves in such case best 
declare the intention of the legislature. Thus, the construction to avoid absurdity must be used 
with great caution. 

It has been well-settled that where alternative constructions are equally open that alternative is to 
be chosen which will be consistent with the smooth working of the system which the statute 
purports to be regulating; and that alternative is to be rejected which will introduce uncertainty, 
friction or confusion in to the working of the system.

13
 Further, it has been held that the 

harmonious rule of construction should be applied to statutory rules and the courts should avoid 
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absurd or unintended results.
14
 It should be resorted to making the provision meaningful in the 

context.
15
 It should be in consonance with the intention of Rule- makers.

16
 

The object of the 1996 Act was to establish a uniform legal framework for fair and efficient 
settlement of disputes arising in International Commercial Arbitration.

17
 Thus, with the above 

principles in mind, the Court in the instant case supported its judgment on a harmonious 
interpretation between the various sub-sections of Section 2 of the 1996 Act. 

The Court had also reiterated that principles of statutory interpretation provide that in case a 
strict interpretation leads to absurd consequences, the courts are duty bound to add or modify the 
express terms of a provision to further the objectives of the legislation in question

18
 and thus, held 

that Section 2(2) of the 1996 Act must be interpreted to include international commercial 
arbitrations held within as well as outside India. This was done by reading the provision as it is, 
without supplying the word ‘only’ into it. Such an interpretation is supported by general principles 
of statutory construction and must, therefore, be upheld. 

Further, the Court sought to avoid a conflict that would have arisen between Section 2(2) on the 
one hand and Sections 2(4) and 2(5) on the other, had Section 2(2) been given a restrictive 
interpretation. A restrictive understanding of Section 2(2) which renders Part I of the 1996 Act 
applicable only to arbitrations held in India would bring the said section in direct confrontation 
with Sections 2(4)

19
 and 2(5)

20
 which expressly make the 1996 Act applicable to all arbitrations 

without differentiating between arbitrations held in India and those held outside.
21
 It was 

incumbent upon the Court to avoid such a conflict between the provisions of the 1996 Act, which 
could have been achieved only through the interpretation which it adopted. 

The interpretation undertaken by the Court was done so as to avoid absurd and anomalous 
consequences. For instance, if Section 2(2) of the 1996 Act was interpreted so as to restrict the 
application of Part I to arbitrations held in India alone, this would create a situation whereby 
awards rendered in India would be covered by Part I of the 1996 Act,

22
 and foreign awards, i.e., 

awards made in territories which are parties to the New York Convention and have been notified 
as reciprocating territories by the Government of India, would be governed by Part II of the Act.

23
 

However, where an award is made in a non-convention territory, neither Part I nor Part II would 
apply to it.

24
 In other words, in the event an Indian court was called upon to enforce an award 

made in a non-convention country, it would have to act in complete absence of statutory guidance 
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country or countries, this Part shall apply to all arbitrations and to all proceedings relating thereto” 
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and in effect, legislate on the matter. This would be absurd considering the long history of 
legislation on arbitration in India and the presumption that the Legislature would not have left a 
lacuna in the law. Thus, the interpretation by the Court was rightly done so as to circumvent any 
kind of lacuna that could have resulted from any other interpretation with respect to the non- 
Convention countries. 

In addition, the interpretation given by the Court did not give a restrictive interpretation to Section 
2(2) which would have led to an absurdity when read with the proviso to Section 1(2) of the 1996 
Act. Section 1(2) provides that the 1996 Act applies to the entire territory of India. However, the 
proviso to Section 1(2) restricts the application of Part I with respect to the State of Jammu and 
Kashmir to international commercial arbitrations alone.

25
 It is pertinent to note that no distinction 

whatsoever has been made in this proviso between international commercial arbitrations held in 
India and outside. If a restrictive interpretation was accorded to Section 2(2), Part I of the 1996 Act 
would apply to the State of Jammu and Kashmir, by virtue of the proviso to Section 1(2), in case of 
all international commercial arbitrations, whether held in India or outside whereas for the rest of 
the country, Part I would apply only to international commercial arbitrations held in India. This 
anomaly of consequences had been sought to be avoided through the interpretation adopted in 
Bhatia International. 

CONCLUSION 

When laws are made by the representatives of the people, it is proper to assume that law-makers 
enact laws which the society considers as honest, fair and reasonable and thus, justice and reason 
constitute the general legislative intent in every piece of legislation. In the absence, therefore, of 
some other indication that harsh or ridiculous effect was actually intended by the legislature, it 
cannot be readily accepted that it represents the legislative intent. Thus, this has been exemplified 
in the Bhatia International case. 

The Court was correct departing from such an interpretation so as to prevent an absurdity in the 
outcome such as a lacuna in law. Moreover, the interpretation accorded by the Court so as to 
achieve the purpose of the legislation as it ensures that the parties do not evade performance of 
their obligations under the award by alienating assets situated in India and is in consonance with 
the world’s leading arbitral institutional rules.

26
 

The Court restricted the application of Part I to arbitrations held in India alone and so, no party to 
an arbitration held outside India could approach an Indian court for an interim measure of 
protection under Section 9 of the 1996 Act since there is no corresponding protection in Part II of 
the 1996 Act. In such an event, a party to an arbitration held outside India would have no means 
of ensuring that the other party did not evade performance of its obligations under the expected 
award by alienating assets situated in India. Leaving a party without such recourse would 
undermine the credibility of arbitrations held outside India to which one of the parties is Indian 
and would undermine the confidence of parties and especially foreign parties in the Indian arbitral 
process. 

Thus, it is submitted that the 1996 Act was enacted to further the institution of arbitration and 
help international trade and commerce.

27
 While interpreting the 1996 Act, this purpose has to be 

kept in mind and an interpretation which best fulfils this purpose is to be given effect to. It is 
submitted that the interpretation adopted in Bhatia International serves this very purpose of 
facilitating arbitration as a mode of alternate dispute resolution and therefore avoids any sort of 
absurd or uncertain consequences that could discourage international trade and commerce in 
India. 

                                                             

25 See Section 1(2) and 2(2), Arbitration and Conciliation Act, 1996. 
26 Most of the procedural rules clearly indicate that the choice of the parties to arbitrate under them does not constitute 
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