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Introduction

The Supreme Court of India, in its recent ruling in M/S Steag Energy Services (India) Pvt Ltd v GSPC Pipavav Power Company
Ltd (2026), reaffirmed the fundamental principle that courts must exercise restraint when reviewing complex contractual and
technical decisions. The judgment underscores the importance of respecting the expertise and discretion of evaluative
authorities, particularly in high value commercial procurement processes.
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Case Background

This dispute arose from a tender process initiated by GSPC Pipavav Power Company Ltd for the operation and maintenance of a
gas based combined cycle power plant. The appellant, M/S Steag Energy Services, was initially awarded the contract following a
detailed bid evaluation process. However, the writ petitioner, O&M Solutions Pvt Ltd, challenged the evaluation before the High
Court of Gujarat, alleging arbitrariness and violation of tender conditions.

The High Court examined the evaluation process and the scoring of bids and identified discrepancies that, in its view, resulted in
an unfair advantage to the appellant. It consequently set aside the award and directed a fresh evaluation process. Dissatisfied
with this decision, the appellant approached the Supreme Court.

The Supreme Court’s Decision

The Supreme Court, in a detailed judgment delivered by a three-judge bench, set aside the order of the Gujarat High Court. The
Court held that the High Court had exceeded the permissible limits of judicial review by re-examining the technical evaluation and
substituting its own assessment.

“The final choice is of the owner, and it is for the owner to take the final decision with necessary flexibility and pragmatism. While
exercising judicial review of contractual matters, constitutional courts do not exercise, should not exercise ex-ante jurisdiction to
pre-empt executive actions. On this count, High Court has exceeded the first principle of judicial restraint in contractual matters.”

The Court found that the evaluation process was conducted in accordance with the tender guidelines and did not suffer from
arbitrariness or mala fide intent. It noted that marginal differences in scoring between bidders do not, by themselves, establish
unfairness or illegality.

The Court observed that there was no justification to interfere with the grant of the Letter of Award dated 09 June 2025 and the
subsequent execution of the contract on 01 July 2025 in favor of the appellant. The discretion exercised by the procuring entity
was held to be lawful and reasonable.

Accordingly, the Supreme Court allowed the appeal, set aside the High Court’s judgment, and upheld the validity of the contract
awarded to the appellant.
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Key Judicial Principles in the Judgment

1. Judicial Restraint in Technical and Contractual Evaluations

The Court reaffirmed that judicial review must remain limited in matters involving technical assessments and commercial
decisions. Courts should not substitute their own judgment for that of expert evaluators unless there is clear evidence of
arbitrariness, mala fide conduct, or perversity.

Supporting case law:

Central Coalfields Ltd v SLL SML Joint Venture Consortium (2016): Established that the decision of the tendering authority
should be respected unless it is arbitrary or unreasonable.
Montecarlo Ltd v NTPC Ltd (2016): Reaffirmed that courts must defer to expert evaluation unless there is a manifest error.

2. Deference to the Decision of the Tendering Authority

The judgment reiterates that the authority issuing the tender retains discretion in evaluating bids and awarding contracts. Judicial
interference is justified only when the decision-making process is fundamentally flawed or violates principles of fairness.

The Court clarified that minor discrepancies in scoring or evaluation do not justify setting aside the entire tender process when
the overall framework remains fair and transparent.

3. Importance of Adherence to Tender Conditions
The Court emphasized that evaluation must be conducted in accordance with the criteria specified in the tender documents.
Transparency and consistency are essential, but minor deviations that do not affect the outcome do not render the process
invalid.

4. Validity and Finality of the Contractual Award

The Supreme Court upheld the contractual award and reinforced that the evaluation and award process falls within the domain of
the procuring authority. Judicial interference must be confined to cases involving clear illegality.

Implications for Practice
This judgment provides clarity for stakeholders involved in public procurement and infrastructure projects. It reinforces that courts
are not appellate forums for technical evaluation and that challenges must be grounded in demonstrable illegality.

For practitioners, the ruling highlights the importance of establishing arbitrariness or mala fide intent rather than relying on minor
inconsistencies in evaluation.

Legal Takeaways

Courts must adopt a restraint-based approach in reviewing technical and commercial decisions.

Arbitrariness, mala fide intent, or perversity remain the primary grounds for judicial interference.
The discretion of the tendering authority must be respected in the absence of fundamental procedural violations.

Minor discrepancies in evaluation do not invalidate an otherwise fair and transparent process.

Conclusion

The Supreme Court’s decision in M/S Steag Energy Services (India) Pvt Ltd v GSPC Pipavav Power Company Ltd serves as a
significant reaffirmation of judicial restraint in contractual and procurement disputes. It highlights the importance of respecting
technical expertise and institutional decision making while ensuring adherence to fairness and transparency. The ruling
strengthens the jurisprudence on limited judicial review in tender matters and provides valuable guidance for courts, contracting
authorities, and litigants.
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