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Room No.509, Phone No.01 1-23046533
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ENDORSEMENT

Sub: Endorsement of two OM issued by Ministry of Law & Justice related to
recommendations and Final Guidelines for Mitigating Contractual Disputes
involving Government Entities - reg.

Sir,

With reference to the request of Law Division of ICAR to endorse
recommendations and guidelines issued by Department of Legal Affairs, Ministry of
Law & Justice, Government of India, New Delhi in connection with Mitigating Disputes
involving Government/Government Entities issued vide (i) O. M.No. A- 600 I I I 3 8 I 2021 -

NDIAC dated 1411012025 and (ii) OM. No.A-6001113812021-NDIAC dated
t8nu2025.

The matter has been examined in this Department and with the approval of
Competent Authority, the undersigned is directed to upload the above mentioned two
OM on ICAR website www.icar.qov.in and e-ofhce Portal for all constituent Units of
ICAR including all InstitutesA{RCs/ PDs/ATARIs etc. working under the purview of
ICAR for information, guidance and compliance. For any queries regarding this matter,
please reach out directly to the concerned Division or Subject Matter Division (SMD)
of ICAR.

Encl: As above
mar)

Under ry (CDN)

Distribution:

1. A11 Constituent Units of ICAR including Directors/fleads/Project Directors of
InstitutesA',{RC s/PDs/ATARIs etc.
Media Unit for uploading on the ICAR Website.
Guard file/ spare copies
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No. A-600 1 I |3WZA21 -NDIAC
Governmenl of lndia

Ministry of Law & Justice
Departmentcf Legai Affairs

Shastri Bhawan, New Delhi
Dated, the 18th November , 2025

OFFICE MEi/|ORANDUM

Subiect Circulation of Final Guidelines for Mitigating Contractual Disputes
involving GovernmenUGovernment Entities - reg.

The undersigned is directed to say that a Committee comprising major
stakeholders of the Government of lndia was constituted in the Department of Legal
Affairs under the chairmanship of Joint $ecretary (Arbitration & Conciliation) to
examine the relevant provisions of contracts that give rise to disputes and to suggest
modifications to facilitate the speedy resolution of contractual disputes. The terms of
reference of the Committee were as follows:

i. To examine and review major standard contracts, along with the applicable
terms and conditions in the supply and infrastructure sectors, which give

rise to contractual disputes.
ii. To recommend modifications to the provisions of the contracts and the

applicable terms and conditions to mitigate the possibility of contractual
disputes.

iii. Any other measure.

2. After deliberations and discussions, the Committee has submitted its
recommendations in the form of the "Guidelines for Modifications to the Provisions of
Contract to Mitigate the Possibility of Contractual Disputes." A copy of the said

Guidelines is enclosed herewith for consideration, dissemination, and adoption
wherever feasible.

3. This issues with approval of the competent authority.

4rd /E- /, t'*' 4Pdtr*
To L4

All Secretaries to tbe Goverament of lndia

Copy for information to:

l. PSO to Law Secretary, Department of Legal Affairs, Shastri Bhawan, New

Delhi.

C,,,"'[A t'\
(Dbvanshu Kumar)

Under Secretary to the Govt. of lndia
Tele. No. 01123383634



l'io, A-600 I l.t3t;20?t -NDIAC
Gcvemment of lrdia

Ministry of Law & Justice
Department of Legal Affairs

***
Shasrri Bha*'an. )ierv Delhi

Dated" the lds October,2035

OFTTCE :VIEMOLAJi{D t M

Subject: Recommcndations For llodifications to the Prayirions of Contrrct to Mitigate tbe
Possibility of Contractuat Dispure - reg.

The Govemment of [ndia has been consistently striving to relorm and s:rengthen the dispute

resolutian frame*ork in the countn' by promotiag Altemate Dispwe Resolution (ADR) mechanisms

such as arbitratioa, mediation, and conciliation. These mecbanisms are designed ro provide less

adversarial. cost-effective, and tirne-efficienr alteraatives to traditional court-based litigation.

Recognizing &e imporlance of quick and fair resclution cf disputes for the gro*,th of rade.

corcmerce. and industr-v, the Coverament has unde*akes several polic,.* and legislative interventions

to institutionalize and sueamline ADR pracrices across secrors.

:\[ajor legislative milestanes in this regard include the enactrnent oithe Arbiration and Conciliation

Act- 1996. which laid the foundation far modern arbitration pracrices ir: Iediq rhe Commercial

Ceu*s Act' 2015. aimed at expediting comnerciai dispate resolution: the tndia Intarnarional

Arbitration Ceatre Act, 2019, x'hich established a, autonomous institurion to promote institutional

arbitra:ion; and the ,Vlediation Act 2023. *-hich provides a staturory framework for mediatiaa and

ercourages pre-litigation settlement. These legislative measures collectively aim to make dispute

resolution more effi cacious, transparenr, and globalt-v ccmpetiti ve.

In alignrnent n'ith these efforts, the Department of Legal Affairs (DLA) undcr the Ministry of La*'
and Justice, }Iew Delhi, has been undertaking several initiatives to $rengthen the overall d.ispute

resolution ecosystem. These include promoting institutional arbibation and mediation, developing

model rules and procedures, organizing capacity-building rvork*hops. and undertaking reforms in

law to facilitate a rnore business-&iendlv envirorlment.

In recen, Iinres, there has been a significant increase ln contractua! disputes in where

governrnent"igovertltn.nt ertities are parties, panicuiarly ia areas relating to issues such as

imposition of Liquidated Damages, Ertension of Time {EoT). Price Variation. and orher

performance related issues. These disputes have cften led to prolonged adversarial dispute

resolution, thereby dela3'ing project execution and escalating costs.

t!



Delay in resolution ol such disp*:es has been o*e of the key reasons fcr hindering timel3. prcject

completion. adversely' affecting both public interest and economic efiiciency. Hence, it is essea:ial

to establish clear. time-bound, and practical mechanisms for dispute resolution. especially' in cases

involving governrnent entiries"

In arder t* make the contractual provisions effecrive and implementabie to mitigate the dispute

uh*re SovemmenE entities are partier. ir was decided by the comp€eei authority to constirute a

cor:mittee. The ccmmittee on coffracrual dispure under the Chairmanship ShriAjay' Kumar Arora

was ccnstirued vide CItuI lio. A4S0111381202I-.\iDIAC dated 16.01.20:5 to examine the relevant

provisions of conimcts and suggest modifications to mitigate the contractual disputes where

Co*emmeatGovernment entities are panies. The commiaee was constiruted comprising of:

i Shri Ajay Kumar {rora, Joirt Secretaqv, DLA , Chairperson

i Shd Ram Chandra- Chief Engineei dat;t Cen*al : Member

Elil*qty Authori ty, lvliaistry. of Por*-er

: Shri Kishan Rawar Director/CE{O}_ Minis"}*
i Railways

iWember

Sr.
l\o.

l4 I Shri Sureshwar Singh Bonal, 5ka;io;, ttinis*y- of
, Hear-v Industries

Skn S. J. Ahrned, Executive oirecioi?Crf+ict SAIL: \{ember
Shri Xarende: K*mar, Exec:.rtive Dir"-; {Co"Gets--: ,Vember

.Vemkr

Member

Civil] NHPC

j Shn Rajender Kumar, Glvt (Tech.), CIvID & Legal Member
Divisiorl \IHAI

, Sirri ShibuA. Maaual. ED, ONGC I'femkr
Shri Amit Kapur, AdvocatJ j, Sagar nisocitter

: Advocates and Salicitor
; Shri Jainendar Kumar, DDG aC a gfCl, BRO

Spciai Invitce

On the basis of the suggestions received from rhe members to the committee and keeping in view

all the factors, the following recommeadations are issued for mitigating &e delay in resolution of
contracrual disputes as being identified one of the major reasons for irnpacting timely campletion

of major projects.

The recornmeadations can help ia mitigating caetractu€rl disputes which will arise in &e near future

where governmenr,- governarent antities are parries.

*Iinistries/PSUs lIembers

'ial Invitee

] I I : Shri Deepak K. Prasad, Sr. DClv{, B}IEL
I Shri S.K. Choudharf iCorporare Lawi, BFIEL
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*wzcz tt' g. *r T *z ?zc**tttz=*Atr*\5

Tbe pi*ary *bV*2v* of these rcc**trxeadati**s is t* eaabie prev**ti***t c**l,rzcasal *ispz:zcs

znsi:tg i* *aj*: i;z{rx*;etzsr* ars* t3ev*,1*pzr."*a pr*ieets. Delay ir: ixp:";;z* re**1*tz*rz *x ***tt
ide*rz{zel, z; a r,l;ij*r {a**r e**t tb:jrirl* a* {*s? *y*s:z;zrs. 2r*;e*z i*1rys- **d" *e{ztl*rzz

stiliraria* *i psllla res**?c**. T*tse ??c*m*,er"d,eai*rr* air"* l* ?t*r".*a* efficiencr'.

accotsntabi'"ir;-, ar:l fair*e*s i**,e dispx* rzs*ltsti** pr*eess-

J.
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1.

i.

ii)

iii.

?=x*s *rR"sre*rrce 5cx,?Nt'***xsxc Or'fac C*:*t>tztzez$iz*z "ls fglt *xs

T* a,<amine a*& rexieu; t*e rr,ajar *andard ccr:ira*ts alacg *irh tx* applicable Brms and

c***,itzans i* the *4>ply' arz* ir€rar;trueture secaors, w?zich give rise t* "&* *atztszctzsal

disputes.

T*:*caz**ex****i*,cati*ns to ti:* prcvisioas *f tbe cart*actsasz*tbe *pplieable terns

a::d ccnditicr,*, aa stiai*zae t*t y**lblliry *t co*,tra:*:al disp*t*"

A.ty o&er Eleasurcs,

Vrl.*,sax Isse rs tro gxttrlep

?r*c**r**ai e{ g**<1* *fze*lead* tra coazta**za} di:p*tes d*e t* &el*ys zn supply" rz**'

ca*{*t*:ry *ttttz srycttz**li*rrs, q:aliz7 defec:s, **d yi* vzrl***s. trls*es 1t** *rexh

af tcader c**,*i**rz*, **{zr,szt perforrn*ace failur*s, a*d *re*'eb *f **liv*ry tk'aeli::es

{u*h*z ;*xtp22* *se r *s*lati*rr.

Sez:'ice t**t acts *tt*rz gzv* rise t* disputes *v*r pxc* var1ali*r,, r,chere *scaiation *r

{7uc*tatioa clauses *re tarrt*sted, non<orcpliance al terder conditioas, z*d f*a} b1l|

settierneni, wky*e disagreements cccur ol: scope af work, delays, *r *ddillofial claims.

X,fajoritv cf disputes arise dr:e to deiays in executicr af e*atra*tr*here azal*t reascas ol

such delays a: a:tributable tc E*rployrx arc deiay ir ?:ar:di:rg *ver *t Z*rrdi ko*2. del*y

ia R*sol::tio* *{ kigbt *{?.;ay G*1}'} *r Rigirt t* lse iss*es izz *arraclr artd del*7 irt

Fcr*t I tr*zs**t**rr?el : :*1l*Life flearaaces. S*ch d*tays lcadt* cc*tr*tlor's ciai:as'

Oelay in Execstiaa *f C*x*a*t dr:e to ge*lagical surpr,irs,'sit* relar** issxes *hich

ulti*a*ly lead to extexica a{ &zrze fsr lbe ccmpletica *{ the c*rztra*r"

Delay in Execurion of C*ntraer ilue ta Exteasion of Time" Ltaforeseer Circu:nstanees*

Scope Cbaages).

**lay i* r*abiliz*;ticn by c*rttactor.

The lack *{ agr*xzerzt *tz'*tat' *f *rbitsatt*a ofte* ca*ses delays i* c***act*a} dlsprt*s

as it deterrrir:es ccud jxrisdi*ioa, le*ii*g ta **,2\1e*g**. ixr*rs* appliozZi*as, *&

enforcemert h:.:rdles.

vi.
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t*:xy*sati*a ;la:rs* i;, c**,racas *&ex taee issa*s iike zr*bi**4 i/z t*{tr,i, *i€zttz'tz7

* pr*li:tg z,;suz| loss, aa,J *xiarceabiliry where *L*zsses resembl* pet*lties.

Laek *{ clariry- i* c*m;:r**icatian axd, delayed , n* resp*nse to issues :a:sed. by

C*n ractar *r*v',t ar*bzgtsivy during executi*n a*l ae a **&a* ?<:r disVtsz*s ard a*

i*zVedir**rzz itz ;ite Vr***s* <>{ *l*strt ct c*rzar*cl.

* z* z*t t ?.z.t{}v,>,E **rlt}>s

triztczl:nilest*r:es f*rzirr,ely* executioil o{c**ttzt; a*d r***rcexz*'*r*raade *vailabie

at site shculd be elearly specifi*d ix ** t**der ta facilitate ?r*?e, d*l*y **alysi.s. The

delay *alysis sb*uid be 4*xe *t regtsl*t inten'als duriag nz*r*tar*g of &e proj*cr

*xecnti*a **d d**zz*e*ttei f<sr fsstx* *{eretz*e.

Ta rexTve tle lssr.re *{ liqztidz:c dacrages rh* *a*c.e*e* trlzxisttz***epart*erd?SUs

s*a*l& s:<f,,il {*rrx'sl*s, ,e.*very s'.a3es t* *ritigaz* ce*s*e*et\? disp*ies aad sr:f{ieier:t

*ate*al z<: i*die at* d*x**szrable lcss.

The ernphasis should b*laid.or: rrrentiertrgof SyctficClar.eses de*lt*gwithU*t*r*se*rz

si*:azi*rzs, relevar:t ?*r the sy*,i{rc i*iu*y*. w'lich needs to be irz*.arporated r* reduce

di:p*:es.

Acs*:*uaz*. <>* *igizal Tb*1s t* txac/- nz;zess*rz*, p&v*zt/!ts, v*rtzti*rx *d
*etz*sp** e**e:s w*'i*h .xlll suVp*rt *.**zt**r*ziia* atzd *,,2t2:'t a sep**it*ry over *e
rert*d of tir:re"

The practice af ratation *f officers irz *re*s reqz*rxg tx:*iatized krza*o*2*dge or :iqills

shcdd, w?terever feasible, 'x *e{eced uatil &e corapletioa at *tleaxo*e milestone. Il
r*tzri*x is *tt*ssN3', thc r*wly plsied affrcer *ay. it p*ssill*, be aaached r*irh tle
tst:t"g*iag **ze*r {*: z perz*d of :hree raoatix za *et*rrte x*12 **qz*inted xi."l the

aag*ing ncrk"

Ofieers Cepl*yed az *ite sh+:"rld be w*li versed *ith ** provisioas *4 c*a*ittarx *f the

contrect to easrre ececrive rxaniroring aad timely decisiari-rcaking.

Risle. Respc*sibitriry, and Eisprte lvdtigation Clauses - EachPax,v shatl bear rhe risks

a*d respar*ibilities *r,siztg tr** ix or*& ncts, aarissioas, *r neglige**e. On tl:e
*ccu.?enct *f ury *vt* <v*rt\ *itber ?ary sbzll iat*,edtxe1y:ake appropriare recourse

by assessiag lh* *x?e*a *{ 1*s* *r ir,p*cz. s* tttaz *e pt*Vz<s* *{ w*tk is :r*t deiayed.

?xtt*s sb**ld ?t*rr.?,ly *et* eaek *z**t *{ a*y *v*ttt lzk*}zy z* a€ect y€*rrtNtc*,
tir::eliaes, *r c*& and slall c*cperare i* gccd fai& t* tr.izig*t* p*ter:tial losses. ?be

arncuat of loss, i{ *ny, shallbe mufirally determir:ed by ?**ies, keepir:g ia viex tle
act'azl tcss sustaiaed. Any *i*tgreement or iss::e shall. ia tk* f;szistst**ce,k *d&essed

ir,
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tkough rnuruat consultations or a designated dispute-resolution mechanism which shall

be empor+'ered to examine the claims tiom the practicai point of vie* and realistic

situatior': at site to ensu.e timell' and efticient rcsolurion Let'ore resarting to arbitration

or legal proceedings.

viii) Tin:e bound resolu:ion ar each stage oldispute resolution proc.ss must be adhered. The

Employer shoutd eilsure praper and timely response ,' comaunication in relation to

issues raised by' the coniractcr so ahat Lte sarne is dealt rvith prcmptress to avoid dispute

: litigation in future.

ix) If a contract is delaved for reasons aot attribuaable ro the ccatnetor, verified idling

charges for manpor,ver and machinery needs to be reimbwsed {excluding prcfit) bxed

on certif-ied reeords. it is advisable to have such rerms in the tender / contract for

proloage& signifi cant delays to avoid disputes.

xi Extexion of Time iEoT) may be granted cn a case-to-casc basis a3 per the provtsions

of the conrrac1 Tbe decision on EoT shall k taken at the earliest. and in any case, not

later than three mogths from the date of receipt of the contr:lctor's request preferabi-""

w1thin the currency of the cootract. Eo.l' shall be granted with proper jusiificatior.,

supported by reasons in writilg duly substaariated with relevant facts and figi.res. If the

conrracror still fails to cornplete the r+ork *ithi:r the ertended period. liquidated

darnages may be imposed as per the provisions olthe contract.

xi) During execution or tbreclosure an Independent PersatAgtncy of bigh repute of

respectiye professianal skilts. rna;- be engaged. if required and as agreed by the parties-

xiil Disputes arisi*g out of delayed payment caa be avoided b-r-:

aj involving the Employer Project Manageme* Team frcm the cantracting rtage

itself sc that they are aware of the terms and milestcnes as weil as documentation

required for certification cf uark during exeeutio*.

b) proper financialplanning of monetary resources as per cash flow requirement of

rhe project for payment as per milestones after conract finalization.

xiii) Special focus should atso be given to contract executton trainirg progranmes. aimed at

irnproving offcer's understanding of contract provisions, obligations, and procedural

compliance to ensure erective implementation and monitoring of projeeS.

xiv) The seat of arbirration must be clearl.v stipulated in the tender i contract'

xv] Before referring disputes to Litigation, efforts should be made for amicable settlement

through mechani sm deemed appropriate including Mediatio n ; C onciliation.

xvi) Officers repre*ntirg the Govemment,Covernment entitics must be duly autborised a.'rd

empawered to make stat ments during the course of Mediation, Arbitraticn proceedings.



6.

i)

Any bona-tide statement made by them in gcod fai$ during such proceedings shall be

protected aad shall not k used ta tbe prejudice of er:her Party ir an;.- subsequent legal

or arbitral proceedings.

xr,ii) As f* as possible the Closure of Contract" Final Bill of the Coatractors must be sented

at the earliest.

xiiii; Adoption of lasti*rional arbirratiori,Ileciiation th:ough ladia Intemationai fubitration

Cenire (IIAC) and other reputed Arbitratioru-*'lediation Institution. Llandatory

Institutional Arbitration in place of Ad-hoc Arbitraticn.

Grsenrt ilscsrlirsx FoR SpEEpy Drsrurg Rssor-rrrtcl

Institational Support -

a. Establshment of Co*ract Dispuie Resclution Cells wherever required and deemed

appropriate in each Departnent.

b. Developmeat of a cer:tralized and digiais€d database of contractual disputes.

Special Observation rith respcct to Legel Perspective -

b

In a contract relating to ar infrastructure projecl the Covernment entities may at the

:hreshald itselitake legal preliminary objection with resp€c! to maintainabrlir-v of the

case in Civil Couns by invoking the provisioas of the Specific Reliel(Amendme*t)

Acr 2018. These provisions restrict injunctions that may' <1elay public projects,

provide for dispute resoludon :hrough Special Courts *ithin prescribed timelines.

and emphasrze spcific perfarmance as the primary renedy- to ecsure timel;*

completion of *orks.

Defence and Couater Claims - While defending disputes before the Tribunal or

Caurt. all relevant facts, figures, and details of the ciaims must be clearly and

accurately preseated in the Statement of DelencejClaims to ensure a weii-

substantiated and effective representation of the Govemm.nt entity's position.

Further, &e appropriate steps also need to be taken to dismantle the claims of the

contractor with referecce to facts. figures and assurnptioas of the conrractor

mentioned in the SOC without prejudice tc other subm.rssion made oa merits o[the

case. Any- counter claim filed b1' the Governrnent entit-v shall be supportd with

sustainable evideace and documetrIation and must not be based cn assunnptions. All

facts, figures, and supporting mateial for the colnter claim should be clearly

presented !o ensure it is credible, substantiated, and eftectively reprrsented before

the Tribunal or Court.

ii)
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7. Contractual disputes in government proj*cts cause deiavs aad cost overruns. Ciear

provisions on idling charges, exteoslon of time, risk allocatior:. and urfcreseen el'ents,

along i*rth Insrirutional Arlritraticn. ;lfediation. and digitalmonitarir':g. ca* reducedisputes.

Time-bound resolution. emphasis or: a.'nicable settlement, and alignrneat rvith existing laws

like the Spcific Relief iAmendmentl Act, 2018 wiil ensure timel;- project completion.

efrcienc3', and protection of public interest.
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