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The Telangana High Court recently delivered a significant judgment in COMCA No.3 of 2025, reinforcing the principles of
arbitration autonomy and minimal judicial intervention in arbitration matters. The case involved a commercial dispute between
parties who had entered into agreements containing arbitration clauses, highlighting the court’'s commitment to uphold the
integrity of the arbitration process as established by the Arbitration and Conciliation Act, 1996.

The dispute originated from agreements executed in 2009 and 2011 between the appellant and respondent for the procurement
of equipment for coal extraction from underground mines. These agreements included arbitration clauses for dispute resolution.
Tensions arose in 2015-2016 regarding equipment performance and payment issues, leading to unsuccessful negotiations. The
respondent invoked the arbitration clause in May 2023, prompting the appellant to file a suit for permanent injunction to prevent
arbitration proceedings before the International Court of Arbitration (in International Chamber of Commerce (ICA).

The appellant argued that the respondent had failed to initiate arbitration within the timeframe specified in the agreement,
rendering the arbitration clause inoperative. They contended that Clause 15A of the agreement required disputes to be resolved
in civil courts rather than through arbitration. The appellant further maintained that their suit was not barred by any statute and
that Section 16 of the Arbitration and Conciliation Act, 1996, which allows arbitral tribunals to rule on their own jurisdiction, could
only be invoked after arbitration proceedings had formally commenced.

In contrast, the respondent asserted that questions regarding the existence and validity of the arbitration clause fell within the
exclusive domain of the arbitral tribunal. They argued that civil courts lacked jurisdiction to determine the competence of arbitral
tribunals and that attempts to restrain arbitration proceedings through civil suits were contrary to law. The respondent
emphasized that any challenges to the arbitration clause’s validity were matters for the arbitral tribunal to decide, not the civil
courts.

The High Court’s decision cantered on several key legal principles. Under the Code of Civil Procedure (CPC), Order VII Rule
11(d) permits the rejection of a plaint if the suit appears to be barred by law. The court found that the appellant’s suit fell under
this provision, as it sought to circumvent the arbitration process established by mutual agreement between the parties.

The court relied heavily on Section 5 of the Arbitration and Conciliation Act, 1996, which limits judicial intervention in arbitration
matters, and Section 16, which embodies the kompetenz-kompetenz principle. This principle grants arbitral tribunals the authority
to rule on their own jurisdiction, including challenges to the existence or validity of arbitration agreements.

Several precedent-setting cases supported the court’s reasoning. In Kvaerner Cementation India Limited Vs. Bajranglal Agarwal,
it was established that civil courts cannot rule on the existence or validity of arbitration agreements. The court also cited National
Aluminium Company Limited Vs. Subash Infra Engineers Private Limited, which reinforced the limited role /judicial intervention of
civil courts in arbitration matters.

The judgment further referenced Sushma Shivkumar Daga Vs. Madhurkumar Ramkrishnaji Bajaj, emphasizing party autonomy
and minimal judicial intervention in arbitration. The principle of judicial non-interference was also highlighted through cases like In
Re: Interplay between Arbitration Agreements under Arbitration and Conciliation Act, 1996 and Stamp Act, 1899, and SBI
General Insurance Com. Ltd. Vs. Krish Spinning.

The court concluded that anti-arbitration injunctions should only be granted in exceptional circumstances, such as cases
involving fraud, unconscionable proceedings, or where the arbitration agreement is null and void, inoperative, or incapable of
being performed. The appellant’s attempt to use civil courts to thwart the arbitration process was found to be contrary to the
principles established by the Arbitration and Conciliation Act, 1996.

This judgment serves as a reaffirmation of the Indian judiciary’s commitment to uphold the integrity of arbitration as a dispute
resolution mechanism. By dismissing the appeal and affirming the lower court's decision, the Telangana High Court has
reinforced the principle that parties cannot use civil courts to circumvent arbitration processes they have mutually agreed to. The
decision highlights the importance of respecting party autonomy in dispute resolution and maintains the delicate balance
between judicial oversight and arbitration independence established by Indian law.
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