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IN'IRODtCTION

1. The present report of the United Nations Commission on International Trade Law
covers the Commission's fifteenth session, held in New York from 26 July to
6 August 1982.

2~ Pursuant to General Assembly resolution 2205> lXXI)of l7becember 1966, 'this
report is submitted to the Gefleral Assembly and is also submitted for comments to
the United Nations Conference 01'1 Trade afld Development •
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CHAPTER I

olGANI ZATION OF THE SESSION

A. Opening

3. '!be United Nations Commission on International Trade Law (UNCI'mAL) commenced
its fifteenth session on 26 JUly 1982. The session was opened on behalf of the
Secretary-General by Mr. Erik Suy, the Legal Counsel.

B. Membership and attendance

4. General Assembly resolution 2205 (XXI) established the Commission with a
membership of 29 States, elected by the Assembly. By resolution 3108 (XXVIII), the
General Assembly increased the membership of the Commission from 29 to 36 States.
'!be present members of the o:>mmission, elected on 15 December 1976 and •
9 November 1979, are the following Statesz 1/ .

~ -
Australia,* Austria,* Burundi,* Chile,* Colombia,* CUba,** cyprus,**
CZechoslovakia,**, Egypt,* Finland,* France,* German Democratic Republic,*
Germany, Federal Republic of,** Ghana,* Guatemala,** Hungary,** India,**
Indonesia,* Iraq,** Italy,** Japan,* Kenya,** Nigeria,* Peru,** Philippines,**
Senegal,** Sierra Leone,** Singapore,* Spain,** Trinidad and Tbbago,**
Uganda, ** Union of Soviet Socialist Republics, * united Kingdom of Great
Britain and Northern Ireland,* united Republic of Tanzania,* United States of
America* * and Yugoslavia. **

* Term of office expires on the day before the opening of the regular
session of the Commission in 1983.

** Term of office expires on the day before the opening of the regular
session of the o:>mmission in 1986.

5. With the exception of Burundi, Cyprus and Senegal, all members of the
Commission were represented at the session.

6. The session was also attended by observers from the following Statesz
AIgentina, Bahamas, Belgium, Bolivia, Brazil, Bulgaria, Burma, canada, China,
El Salvador, Ireland, Israel, Jamaica, Mexico, Netherlands, Paraguay, Portugal,
Republic of KOrea, Sri Lanka, SUdan, Suriname, Sweden, Switzerland, 1Urkey,
venezuela and Zambia.

7. The following United Nations organs, specialized agency, intergovernmental
oIganizations and international non-governmental oIganizations were represented b¥
observersz

(a) United Nations organs

United Nations Centre on Transnational Corporations, United Nations
Conference on Trade and Development, United Nations Industrial
Development Organization and United Nations Institute for Training and
Research.
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(b) Specialized agency

International MonetaIY FUnd.

(c) InteIgovernmental oIganizations

Asian-African Legal Consultative Committee, Council of Europe, Hague
<bnference on Private International Law, Inter-American Ck>Jaerclal
Arbitration Commission, Idternattbnal Institute for the Unification of
Private Law and Organization of American States.

(c) International non-governmental organizations

International Air Transport Association, International Bar Association,
International Chamber of <bmmerce, International Law Association and
International Maritime Committee•

C. Election of officers

8. The <bmmission elected the following officers: ~

Chairman: Mr. R. Eyzaguirre (Chile)

•

Vice-Chairmen: Mr. A. Duchek (Austria)
Mr. F. M. Sami (Iraq). .
Mr. H. M. J. smart (Sierra Leone)

Rapporteur: Mr. F. Enderlein (German Democratic Republic)

D. Jlgenda

9. The agenda of the session, as adopted by the Commission at its 252nd meeting,
on 26 July 1982, was as follows:

1. Opening of the session•

2. Election of officers.

3. Moption of the agenda.

4. International contract practices.

5. International payments.

6. International commercial arbi tration.

7. New international economic order.- industrial contracts.

8. Co-ordination of work.

9. Status of conventions.

10. Training and assistance in the field of international trade law.
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11. Most-favoured-nation clauses.

12. Future work.

13. Relevant General Assembly resolutions. 11

14. Other business.

15. .Adoption of the report of the CO..ission.

E. Decisions of the OORmlission

10. The decisions taken by the CoRmlission in the course of its fifteenth session
were all reached by consensus.

F. Adoption of the report

11. 'Itle CoRmlission adopted the present report at its 268th meeting, on
6 August 1982. •

•
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CHAPTER 11

INTERNATIONAL CDNTRACT PRACTICES: UNIFORM RULES
ON LI~IDATED ,DAMAGES "AND PENAI,TY CLAUSES ,y

IntroducUon

12. At its twelfth session, the Conunission requested its Working Group on
Internationa10:>ntract Practices to consider the feasibility of formulating uniform
rules on 1 iquidated damages and penalty clauses applicable to a wid~ range of
international trade contracts. 5/ At its fourteenth session, the OOnunission
considered the dr,aft uniform rules proposed by the Working Group and reque,Sted the
SecretarY~Genera1 to incorporate in the rules such supplementary provisions as
might be required if the rules,were to take the form of a convention or a model
l~w" t.o prepare a commentary on the rules, to prepare a questionnaire addressed to
Governments and international org ani zations seek ing to e lie it their v i~ws on the
mostappropr1ate form for the rules and to circulate the rules to all Governments
and,interested international organizations for their comments, together with the
commentary ~nd the questionnaire. !I

13. At its present session the Commission had before it the draft uniform rules
with therequirea supplementary provisions and the cODIDentary (A/CN.9/2l8),
together with ,an analysis of, the responses of Governments and international
organizations to the questionnaire and of their comments on the draft uniform rules
(A/CN.9/219 and Add.l).

Discussion at the session 11

Appropriate form for the rules

14. The COmmission commenced its deliberations by considering whether the rules
should be embodie,d in a convention, a model la,w or in general conditions. 'lbere
was general agreement that a convention provided the most effective fo~ of
unification. In opposition .to a convention, it was noted that in recent years
several conventions had not entered into force because a sufficient number of
States had not adhered to them partly due to the fact that under the constitutions
of some States the procedure to be followed for adhering to a convention was time
consuming and difficult. It was also noted that a convention was not as suitable as
a model law for dealing with one aspect of the law of contract closely connected
with other aspects not dealt with in the convention and that the considerable cost
associated with the adoption,of a conventIon might not be justified when only the
unification ofa limited area was accomplished. On the other hand, it was
indicated that the cost of adopting the convention might not be so great if the
convention were adopte<i by, the Genera1Ass~mblyon the recommendation of, theSJ,xth
COnunittee,that iswitho",t convening a special conference.

15. The ma,jority, ,view support,(!d the form of a model law. Such a law would be
useful for countrj.est in particular for <ieve10ping countries, in revising the,ir law
on the sUbject:. ~ When ,adopting ~ mOdel law, a State wasfre,e to makemino,r
m?dificatiolls neces~a,ry for adapting it ,to the national legal system. In
opposition to, a m()dellaw, it was noted th~t States wouldbe,asslow t,o change
their naHonal l~wsJ)Y ac;lopting a mod,e1 law as.toadhere to a convention al)d that
intpe,pafi t ~tates" l)adnptfr~quently adopted model laws. Furthermor~, the
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adoption of a model law rather than a convention by the Q>mmission would
communicate a lesser sense of the need for unification.

16. 'lbere was some support for the adoption of general conditions. Such general
conditions would give parties soae guidance in drafting their contracts.
FUrthermore, general conditions could be used as soon as they were finalized by the
Commission and would accordingly coae into use earlier than if one of the other
forms were adopted. In opposition to general conditions, it was noted that they
would be ineffective where they conflicted with mandatoEY national laws and that
the structure of the uniform rules as currently drafted would need considerable
change if the form of general conditions were to be adopted.

17. After deliberation, the commission noted that the uniform rules might be cast
in a form which might enable the rules to be used for several purposes. For
instance, a convention might be drafted which contained a set of uniform rules in
an annex. This was the form used in the Hague Convention relating to a Uniform Law
on the International sale of Goods of 1 July 1964 (Hague Convention of 1964), to
which was annexed the Uniform Law on the International Sale of Goods, and in the ~

Benelux Convention relating to the Penalty Clause of 26 November 1973, to which was
annexed uniform rules regulating penalty clauses. States might adhere to the
convention, thereby obligating themselves to adopt the uniform rules. In addition,
the convention may permit a reservation that the uniform rules were only to apply
when the parties to a contract had chosen to apply the uniform rules to the
contract (e.g., as in the Hague Convention of 1964, article V). Furthermore,
States not adhering to the convention could use the uniform rules as a model law
and parties to a contract could use the uniform rules as general conditions which
they might incorporate in the contract. Accordingly, the Commission decided to
examine the substance of the uniform rules and defer a decision on the form to be
adopted.

Discussion of specific articles

18. The Commission discussed the definition in article A, paragraph 1, of the type
of clause to be covered in the uniform rules ana articles D, E, F and G. After its
discussion, the Commission referred these articles to a drafting group for
consiaeration in the light of the discussion.

Article A, paragraph 1

-1. 'Ibis law applies to contracts in which the parties have agreed [in
writing) that, upon a total or partial failure of performance by a party
(the obligor), another party (the obligee) is entitled to recover, or to
forfeit an agreed sum of money:-

19. Opinion was divided as to maintaining the requireaent that the agreement of
the parties should be in writing. In support of maintaining the requirement, it
was noted that writing facilitated proof of the clause and contributed to certainty
as to its contents. FUrthermore, certain legal systems required some types of
contracts to be in writing. In opposition to the requirement, it was suggested
that it should be left to the applicable law to determine if writing was to be
required. Under some legal systems, the requirement of writing was a condition for
the validity of the contract and since the uniform rules did not deal with the
issue of validity it was unneceaaary for the uniform rules to deal with this
requirement. 'Ibe prevailing view was that, if the form of a model law were adopted
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for the uniform rules, the issue should be left to be determined by the State
adopting the law. If the form of a convention were adopted, the solution adopted
in articles 11 and 95 of the Vienna Cbnvention on Cbntracts for the International
Sale of Goods, 1980, should be adopted.

20. The Commission considered whether it was necessary to retain the word nagreed
in the phrase nagreed sum of money-. It was suggested that the word was
misleading, as it was not necessary for the parties to specify an exact sum in a
liquidated damages or penalty clause. The prevailing view was that the word should
be retained, but that consideration should be given to clarifying that a clause in
which the parties only specified a method of calculating the sum payable was
covered by the uniform rules.

21. There was general agreement that the uniform rules should not apply where the
contract provided that the agreed sum was to be claimed by the obligee from a bank
under a bank guarantee to be opened at the instance of the obligor in favour of the
obligee •

22. There was agreement that the definition covered both clauses which would be
characterized as liquidated damages clauses and clauses which would be
characterized as penalty clauses in the common law system. However, it was noted
that in its present formulation the definition might cover some clauses which
should fall outside the scope of the uniform rules (e.g., a clause which provided
that the price in a sales contract was to be paid in advance, and the price would
be recoverable if there was no delivery of goods) , and it was agreed that the
definition should be reformulated to exclude such cases.

23. It was agreed that while the word -forfeit- used in the English version of the
uniform rules might bear the meanings assigned in the commentary to the rules
(A/CN.9/218, para. 20) the meanings of the equivalent words used in the other
language versions were unclear and should be clarified. The possibility of using
other terminology in the English version which would avoid this problem should be
considered. It was also agreed that in the proposed reformulation of the
definition of clauses to be covered by the rules an attempt might be made to avoid
the use of the words nrecover, or to forfeit n•

Article D

-Unless the parties have agreed otherwise, the obligee is not
entitled to recover or to forfeit the agreed sum if the obligor is not
liable for the failure of performance.-

24. It was noted that drafting improvements might be needed to clarify some
issues, such as the relationship between article D and article G, problems of the
burden of proof where the obligor alleges that he is not ~iable for failure of
performance, and the extent to which the parties might modify article D. It was
suggested that the burden of proof should be defined in a clearer manner and that
an obligor who relies on an absence of liability should prove it. Under another
view the liability of the obligor inclUding the burden of proof should be settled
under the applicable law and the present formulation was adequate in that regard.

25. The suggestion was made to delete the opening words of article D enabling the
parties to modify the provisions of the article and to deal in a separate provision
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with the issue of which.articlef? parties wer~ fr~fi! t9QlQdifY•.'J:Qeo:quef?ti91l wa~
rais'fi!QWl1ether the partiel; should havfi!thefreedom ·to provide that ..the agreed.sume'
waspayaple even in cases when the obligor wasnotliablfi! f91S his,failureqf
performance. In this connexion it was suggestedtllatth~ iss\lemi,ggtbei1iinkedto
a modification of article G. The court or arbitral tribunal might be authorized to
red\lce, the agreed sum not only in cases where it was IihO"fn.to,begrossly
disproportionate in relation to the loss. suffered. bytbe0tlli:Qfi!e,tl\1t als9Whfi!re
the payment of the agreed sum might be considered iJllanifest:LY unfair due to.absence
of liability of the .obligor for fail\lreof performa~e.

26. It. was. agreed that article D sh9uld be maintained in its present fOJ;lll and .that
a necessary modification should be made in article G to take ca.reof the situation
where the requirement of the payment was considered manifestly unfair. There was
also gen~ral agreement that the power of the parties to QlQdifY,the provision of the
article set forth in its opening words should be contained in aseparateartic;:lE!'
which would also include the power to modify articles E andF.

ArticleE

-I. Where the agreed sum is to be recoverable or forfeited on delay in
performance of the obligation, the obligee is entitled to both
performance of the obligation and the agreed sum.

2. Where the agreed sum is to be recoverable or forfeited on
non-performance, or defective performance other than delay, the obligeE!
is entitled either to performance, or to recover or fOrfeit the agreed
sum, unless the agreed sum cannot reasonably be regarded as a substitute
for performance.

3. The rules set forth above shall notprej\ldice any contrary agreement
made by the parties.-

27. It was agreed that if, under this article, the obligee wa~ entitled tQ
performance, a court should not be bound to enter a judgement fOr specific
performance unless the court would do so under i.ts own law. Subject t.othe
recognition that the above principle was applicable, and SUbject to possible
drafting improvements, paragraph 1 of this article was considered acceptable.

2S. '!bere was general agreement that the proviso to paragraph 2.should.form a
separate sentence. It was noted that in this separate sentence the prQvisocould
be cast in a positive form (-if the agreed sum could reasonably be regarded as a
substitute for performance-) and that additional wording was required to clarify
the consequences when the proviso was not sa·tisfied. Clarification might also be
needed as to the allocation of the burden of proof.

29. The view was expressed that paragraph 2 of this artiCle might be clarified by
providing that, upon no.n-performance or defective performance, tbe obligee is
entitled to the agreed sum, however, he would not be so entitled where performapce
had been effected, unless the agreed .sum could not reasonably be regarded as a
sUbsti.tute for performance. This view was oppoaed as the suggested form\llation
would deprive the obligee of an effective choice of remedies: his choice of the
agreed .sum could be negatived by the obligor effecting performance.

-S-

•

•



30. The v iewwasexpressed.that where the obligeeel~ctedforthe..r~lIledy pf·
performance, he sbouldalsobe entiUed to damages caus~d. by tl1e npn",;p~rfoQllanc~or
defective performance. The question was raised Cisto the effects· of termination of
the contract on the remedi~s given under parCigraph2. ltwas,alsonpt~(ltl:lat, in
view of the power given in paragraph 3 to the part~es to moqifythe provisions of,
the article, the terms of the contract drafted by the parties would to a
considerable extent affec.t the app.LLcat.Lon of the article.

Article F

nUlless the parties have agreed otherwise, if a failure of performance in
respect of which the parties have agreed that a s\Jm of money is to be
recoverable or forfeited occurs, the obligee is entitled, in respect of
the failure, to recover or forfeit the sum, and is entitled to damages to
the extent of the loss not covered by .the agreed sum, but only if he can
prove that his loss grossly exceeds the agreed sum."

• 31. There was general agreement that the article need not repeat the description
contained in article A of the type of clause covered by the uniform rules, but
should only define the circumstances in which the obligee would be entitled to
damages in addition to the agreed sum.

32. There was some support for the view that the obligee should only be entitled
to the agreed sum, as this would enhance certainty as to the monetary rights a,nd
liabilities of the parties in case of failure of performance. There was greater
support for the view that the article should be reformulated, to provide ti)at t,he
obligee should only be entitled to the agreed sum unless the contrac:t provided that
he should be entitled .to additional damages in defined circumstances. There was
also some support for the v iew that the pbligee should be ent,itled to additionCil
damages only if such damages are due to the fault or gr()ssn~.ligenc::eof the
obligor. The prevailing view, however, was that thearticl~ascurrel1tly

formulated represented an acceptable compromise.

•
33. There was support for the view that the present formulation should be amended
to clarify that the obligee should only be entitled to damages if the applicable
law gave him such a right •

Article G

"1. The agreed sum shall not be reduced by a court or arbitral tribunal.

2. However, the agreed sum may be reduced if it is shown to be grossly
disproportionate in relation to the loss that has been suffered by the
obligee, and if the agreed sum cannot reasonably be regarded as a genuine
pre-estimate by the parties of the loss likely to be suffered by the
obligee. "

34. There was a view that the relationship of the rule prohibiting a reduction of
the agreed sum in paragraph 1 of this article, and the rule permitting a reduction
in paragraph 2, should be clarified. However, it was also noted that the present
form of the article as a whole could be regarded as a compromise between the civil
and common law systems.



35. While there was some support for retaining the two conditions to be satisfied
under paragraph 2 before the agreed sum could be reduced, the prevailing view was
that retaining the two conditions might unjustifiably restrict the power to reduce,
the condition that the agreed sum could not reasonably be regarded as a genuine
pre-estimate of the loss should be deleted.

36. It was noted that the present formulation of paragraph 2 appeared to give a
discretion to reduce or not to reduce the agreed sum even when such sum was grossly
disproportionate to the loss SUffered, and it was suggested that reduction should
be mandatory in such circumstances.

37. It was also noted that the rule should specify a measure delimiting the extent
to which an agreed sum grossly disproportionate to the loss suffered should be
reduced. Under another view, the extent of reduction should be left to the
discretion of the court or arbi trator. A v iew was also expressed that the worci
·grossly· should be cieleted from paragraph 2.

38. '!be modification of article G to enable reduction of the agreed sum when •
parties had, under article D, agreed that the obligee was entitled to such sum even
when the obligor was not liable for his failure of performance was considered.
There was support for the view that article G should be modified to enable
reduction when the obligee's entitlement to the agreed sum was manifestly unfair.

39. There was general agreement that the provisions of the article could not be
modified by the parties.

Decision of the Commission

40. The Drafting Group was of the v iew that it was unable to complete its work of
preparing a revised text of the draft uniform rules in the time available.
Accordingly it was decided that the Secretariat should submit a revised text for
consideration by the Cbmmission at its sixteenth session, taking into account the
discussion at the present session and within the drafting group. A decision on the
form to be adopted for the uniform rules could also be taken at that session.

•
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CHAPTER III

INTERNATIONAL PAYMENTS

A. Draft Convention on International Bills of EXchange and International
Promissory Notes and draft Convention on International Cheques y

Introduction

41. The Commission had before it the report of the Working Group on International
Negotiable Instruments on the work of its eleventh session, held in New York from
3 to 14 August 1981 (A/CN.9/210). At that session, the Working Group adopted a
draft Convention on International Bills of Exchange and International promissory
Notes and a draft Convention on International Cheques, after a Drafting Group had
reviewed both drafts and established corresponding language versions (in Chinese,
English, French, Russian and Spanish) •

• 42. The Commission had before it the text of both draft Conventions (A/CN.9/21l
and 212) and a commentary thereon (A/CN.9/2l3 and 214). Also before the Commission
was a note by the Secretariat setting forth suggestions for possible future courses
of action concerning these draft Conventions (A/CN.9/223).

Di scussion a t the session

43. The Commission expressed its appreciation to the Working Group and to its
Chairman, Mr. Rene Aoblot, for the successful completion of its work in the highly
technical field of negotiable instruments law.

•

44. The Commission considered the possible future course of action concerning the
two draft Conventions. While a number of suggestions were made as to which body
should next review the draft text~, the Commission was agreed that it was premature
to decide this question at the present session. It was felt that a final decision
could be taken only after the comments by Governments on the draft Conventions had
been received and an analytical compilation had been prepared by the Secretariat.

45. In view of the importance of these comments, it was deemed essential that the
comments would be presented as complete as possible in the document to be prepared
by the Secretariat. In order to facilitate the analytical compilation, the
Secretary-General was requested to indicate in his note verbale the desirable
structure and presentation of the comments. He was also asked to convey in the
note verbale the expectation of the Commission that the comments would not merely
contain specific observations and suggestions on individual draft articles but also
provide some indication of a Government's general attitude towards the draft
Conventions, including their acceptability and possible form.

46. In this connexion, it was noted that, due to delays in translation, the
commentary on the draft Convention on International Bills of Exchange and
International Promissory Notes (A/CN.9/213) would not be received by all
Governments and interested international organizations until early in August and
the commentaIY on the draft Convention on International Cheques probably early in
september 1982. In view of this situation, it was agreed that the period for
submission of comments indicated in the Secretary-General's note verbale of
14 July 1982 (i.e. until 15 February 1983) should be extended. This was deemed
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necessary in order to give Governments sufficient time for eliciting the views of
interested groups, in particular banking circles. It was also noted that in
particular the Arabic version of the draft Conventions needed improvement as to the
legal terms used therein.

47. Different views were expressed as to the time schedule for the submission of
comments and for the final aecision of the Commission on the future course of
action. Under one view, the deadline for submission of comments should be extended
until 31 March 1983 and the Commission should decide on the future course of action
at its sixteenth session. In order to expedite matters, the further suggestion waS
made that between the Commission's sixteenth and seventeenth sessions the Working
Gr.oup, possibly enlarged to include all member States of the Commission, should
review the draft O:mventions in the light of the comments.

4~. The prevailing view, however, was to extend the period for submission of
comments even further, e.g., until 30 September 1983, and to take a final decision
on the future course of action at the seventeenth session of the Commission in
1984. It was felt that this time schedule provided the necessary time for ...
Governments and organizations to ascertain the views of relevant circles and also
for the Secretariat to prepare a detailed analytical compilation of the comments
well in advance of the seventeenth session.

49. The Commission, after deliberation, adopted this latter view. However, it
also decided to place this i tern on the agenda of its sixteenth session to allow for
possible discussion in case pertinent information would then be available.

Decision of the Commission

50. At its 266th meeting, on 4 August 1982, the Commission adopted the following
decision:

The United Nations Commission on International Trade Law

1. Expresses its appreciation to the working Group on International
Negotiable Instruments for the successful completion of its work on the preparation
of a draft Convention on International Bills of Exchange and International
Promissory Notes and of a draft Convention on International Cheques, ...

2. Requests the Secretary-General to inform all Governments and interested
international organizations that they may submit their comments on these draft
texts until 30 September 1983, and to provide some indication as to the desirable
structure and presentation of these comments,

3. Requests. the Secretary-General to prepare a detailed analytical
compilation of these comments and to distribute it well in advance of the
seventeenth session of the Commission to be held in 1984,

4. Decides to postpone its final deciSion on the future course of action to
its seventeenth session,

5. Decides to place this item on the agenda of itssixteerith session to
allow for possible discussion -Ln case pertinent information would then be available.
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B. lJn:i.\?ersaiuni. t. o£account£or l.nternatiolla1 conventions V,

Introdudtion

51•..... TheCOll\Jllis~ionat i t.s eleventh session decided to studytheestablishm~ntofa
universal unit of account ofconstant value which would serve as a point. of
reference in international ttansportand liability conventions for expressing
amounts in mOnetary terms. 10/ At its fourteenth session, the Commission consiqered
a report of theSecretary~Genera10nthe subject and decided to refer the matter to
t.heWorking Group on .Ii1ternationa1 Negotiable InStruments. 11/

52. The Working Group, at its twelfth session held at Vienna from 4 to
12 January 1982, recommended that a draft article be prepared for use in
international conventions, which would deSignate the Special Drawing Right of tte
Interl)ational Monetary Fund (SDR) as the uni t of account for limitation of
liability provisions. ~ It also drafted a sample text for revising the limit of
liability through use of a price index and a sample text for an expedited proced~re

• for revising limits of liability in international conventions. 13/

Discussion at the session 14/

Universal uni t of account

53. There was general agreement in the COmmission that a preferred unit of account
for international transport and liability conventions, particularly those for
global application, .should be the SDR and that the COmmission should prepare a tex.t
for such a provision as recommended by the Working Group.

•

54. It was recognized that some States which were not members of the International
Monetary Fund might not be able to accept the use of the SDR as a unit of account.
However, it was pointed out that any universal unit of account provision prepared
by the Commission would not be mandatory but Would serve as the preferred model for
use by a diplomatic conference preparing or revising a convention of the type in
question. Barticularly if the diplomatic conference were of the judgement that the
limit of liability should also be expressed in "monetary units" measured in a fixed
quantity of gold for those States which were not members of the International
Monetary Fund, it might adopt a provision based upon the full text of article 26 of
the Hamburg Rules.

55. The COmmission decided that, in conformity with the recommendation of the
Working Group, the universal unit of account provision would be substantially in
the form of article 26, paragraph 1, of the Hamburg Rules and of paragraph 4 as
modified to the extent necessary by the deletions of paragraphs 2 and 3, both of
which refer to the use of a "monetary unit".

lldjustment of the Hmi t of liabi).ity

56. The COmmission was in agreement that the problems caused by the effects of
changes in monetary values on the limits of liability were serious. It was noted
that a limit of liability which remained fixed over a long period of time often
became seriously eroded. It .was also noted. that in some cases. when a c;:on".ention
containing a limit-of liability provision did not .come into force fairly promptly,
States might later hesitate to ratify the convention because the limit of liability
would have become too low through the effects of inflation.
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57. There was a general discussion as to the best method for adjusting the limit
of liability so as to continue to reflect the original balance of the convention.
On the one hand it was suggested that the use of a proper price index would permit
an automatic adjustment of the limit of liability. On the other hand it was
suggested that the use of an index would itself contribute to inflation by
increasing the limit of liability, and therefore the cost to the carrier or other
party held liable, as a result of past price increases reflected in the index. It
was pointed out that some States would not ratify any convention which contained an
index provision. Furthermore, it was suggested that if an indexing provision was
adopted, the adjustment of the limit of liability should occur only at intervals of
sufficient duration so as to assure that the limit of liability would be stable.

58. Nevertheless, it was noted, there might be conventions for which an indexing
provision would be the most appropriate and, therefore, the Commission should adopt
a sample price index provision for optional use by any diplomatic conference which
might wish to incorporate such a provision in a convention.

59. It was noted that the expedited revision procedure drafted by the Working
Group was based in laIge measure on the procedure in the 1980 Convention concerning •
International Transport by Rail (COTIF). It was noted that this-- procedure assured
that all States Party to a convention containing such a provision would be bound by
the same limit of liability since paragraph 5 of the provision required any State
which could not accept a new limit of liability adopted under the provision to
denounce the convention. On the other hand it was stated that this requirement
might raise problems relating to the principle of the sovereignty of States.

60. There was agreement that the Commission should adopt the indexing provision
and the expedited revision procedure provision as two alternative means for
adjustment of the limit of liability as recommended by the Working Group.

61. It was suggested that the attention of any diplomatic conference intending to
use the sample price index provision as the means of adjusting the limit of
liability be drawn to the need for determining the institution to be charq ed with
preparing the index, revising it when appropriate, calculating the index figure at
the agreed upon dates and notifying the depositary of the result.

62. HOwever, one delegation stated that it was not prepared at the present stage
to determine its position with regard to adjusting limits of liability since this •
problem was still being considered by competent bodies of the country concerned.

63. At its 256th meeting, on 28 July 1982, the Commission adopted the following
decision:

The United Nations Commission on International Trade Law

Recognizing that many international transport and liability conventions
of both a global and a regional character contain limitation of liability
provisions, wherein the limitation of liability is expressed in a unit of
account,

Noting that the limitation of liability as fixed in these conventions may
become seriously affected over time by changes in monetary values, thereby
destroying the intended balance of the convention as adopted,
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Believing that a preferred unit of account for many conventions,
particularly for those of global application, would be the Special Drawing
Right as determined by the International Monetary Fund,

Being of the opinion that the conventions shou::'d in any event contain a
provision which would facilitate the adjustment of the limit of liability to
changes in monetary values,

1. Adopts the unit of account provision and the two alternative
provisions for the adjustment of the limit of liability in international
transport and liability conventions as contained in the annexes to the present
decisionJ

2. Recommends that in the preparation of future international
conventions containing limitation of liability provisions or in the revision
of existing conventions the unit of account provision as adopted by the
COmmission should be usedJ

3. Recommends further that in such conventions one of the two
alternative provisions for adjustment of the limitation of liability as
adopted by the Commission should be used,

4. Suggests that, when the sample price index provision is to be used
in such a convention, consideration be given to the nature of the intended
price index and the institution to be charged with its preparation, revision
and calculation,

5. Requests the General Assembly to recoDDend the use of these
provisions in the preparation of future international conventions containing
limitation of liability provisions or in the revision of existing conventions.

Annex I

UNIVERSAL UNIT OF ACWUNT

1. '!be unit of account' referred to in article [ J of this Convention
is the Special Drawing Right as defined by the International Monetary Fund.
The amounts mentioned in article [ J are to be expressed in the national
currency of a State aCCOrding to the value of such currency at the date of
judgement or the date agreed' upon by the parties. The equivalence between the
national currency of a COntracting State which is not a member of the
International Monetary Fund and the SPecial Drawing Right is to be calculated
in a manner determined by that State.

2. The calculation mentioned in the last sentence of paragraph I is to be.
made in such'a manner as toexpre~s in the national currency of the
Contracting State as far as possible the same real value for amounts in
article [ .J .. as is expressed there in units of account. COntracti.ng States
must communicate to the Depositary the manner otcalculation at the time of
signature or when depositing their instrument of ratification, acceptance,
approval or accession and whenever there is a change in the manner of sUCh
calculation.

-15-



Annex 11

SAMPLE PRICE INDEX

3•.•.. By the first day of April of each year the Depositary shall not;ifyeach
COntracting State and each State which has signed the (protocol-CoOVE!ntionl ..of
the amounts to be in force as of the first day of July following. Changes in
the amounts shall be registered with the Secretariat of. the pnited Nations in
accordance with General Assembly regulations to give effect to ArticlE! 102 of
the Charter of the United Nations.

Annex III

SAMPLE AMENDMENT PROCEDURE FOR LIMIT OF LIABILITY

1. The Depositary shall convene a meeting of a COmmittee composed o~ a
representative from each Contracti~9 State to consider increasing Or
decreasing the amounts in article [ ]: •

(a) upon the request of at least ( Co~tracting States, or

(b) When five yE!ars have paased since the. [protoco1-eonventio~] was
opened for signature or since the Committee last met.

2. If the present [Protocol-Convention] comes into force more than five
years after it was opened for signature, the Depositary shall convene a
meeting of the COnunittee within the first year after it comes into force.

3. Amendments shall be adopted by the Committee by· a ( ] maJority of its
members present and voting. !I

!I The COnference of Plenipotentiaries may wish to insert a list of
criteria to be taken into account by the Committee.
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4. Any ~endment adopted Ln accordance witbpa~agfaph3ofthi,~ aJ:'ticle
shall be notified by the Deposi~aJ:'Y to all COntt'ac.ting~tat~s! The amendment
shall be deemed. to have been accepted at the end ofape,r:.i(;?d 9£[6] mOl')tbs
after it has been. notified, unless w.ithin that per~Odl')ot le~~.t,han
[one-thi~d] of the States that we~e C'ont~actin9. St,atesat the tiIne o.f th~

adoption of the amendment by the Committee have communicated to the DepositaJ:'Y
that they do not accept the amendment. An amendment deemed to have been·
accepted in aocord ance with this pa~ag~aph shall entef into force fot all
C'ont~actin9 States [12] months afte~ its acceptance.

5. A Cont~acting State which has not accepted an ,amendment shall
neve~theless be bound by it, unless such State denounces the p~esellt

Convention at least one month befo~e the amendment hal;J ente~ed i.nto fOJ:'ce.
Such denunciation shall take effect when the amendment ente~l;J into fo~ce.

6. When an amendment has been adopted by the COmmittee but the [6] mOnth
pe~iod fo~ its acceptance has not yet expi~ed, a State which becomes a
COnt~acting State to this Convention during that period shall be bound by the
~endment if it comes into fo~ce. A state which becomes a C'ont~actlnc:J State,
to this Convention afte~ that period shall be bound by any amendmentwl1iqbhas
been accepted in. accordance with pa~ag~aph4. .

C. Elect~onic funds t~ansfe~ 15/

•

Int~oduction

64. The COmmission, at its eleventh session, included ~s an item il) i tl;JP~09,r:amme
of wo~k the legal p~oblemsarisingout of elect~onic funds t~ansfe~s. At its
twelfth session the COmmission, recognizing the complex technical aspects of the
subject, ~equested the sec~etariat to continue the p~epa~atory wo~k on tl1is s~bjeqt

within the framewo~k of the UNCITRAL StUdy G~oupon Inte~natio?al~ayment~la

consultative body composed of rep~esentativesof bankillg andt~ade institutions!

65. The Commission had befo~e it at this session a J:'eportof the SecretaJ:'Y-~eneral

(A/CN.9/22l) which described some of the legal problems a~1singin this field and
contained the recommendations of the StUdy Group as to the future work which the
COmmission might unoertake. .

66. AS examples of the legal IJroblems arlslng out of the payment prqcess, the
~eport discussed the question as to when payment becomes final and the liability
fo~ loss caused by delayed or incorrect payment instructions. ~anex~I>le of the
legal problems arising out of the electronic nature of the communication and
record-keeping, the report discussed the legal valUe of c()~uter,r:ec()~~~.

67. The repOrt COncluded th.4il t as to the legalproblem~Cls~()CiClt~d¥~th thepa~~~nt
process, it wo~ld seem to be premature toatte~t to ul')~fYth.ela,win ,r:~~pect of
electronic. funds .transferl;J.What l;Jeemed to be neeqed~tthisstage(;?fdeyelqpme~t.
was a guide to the legal problems arising out .of e:tee:trgnicJunds .trallsfef,l;Jwl1iql1
wouldiden~ifyt~~ legal is~u~s, describe the vadO~S ·a,pproaqhe~~poil')t..()ut ;the
advantages and disadvantages of each approach and suggestaJternative.l;Jolut~on~.

". " , .. .." . .. .,.. ,, ' ,' " ";"';' ~ ,;', :" ,'" ':' ': < -',:' i ""or

68. As to theiegal vaiue of computer records, a problem which goes beyond
electronic funds transfers and concerns all aspects of international trade in which
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computers might be used, the report suggested that guidelines might be developed so
as to assure that records which had been created and stored in one State in a
manner which made them acceptable as evidence in the courts and arbitral tribunals
of that State would be acceptable as evidence in the courts and arbitral tribunals
of other States in which a legal dispute might arise.

Discussion at the session

69. There was general agreement in the Commission that the preparation of a guide
on the legal problems arising in electronic funds transfers should be undertaken.
It was pointed out that at the present time in many States these transfers took
place in a total or partial legal vacuum and that there was no agreement on the
governing rules for international electronic funds transfers. It was also
suggested that the problems would soon become more important for developing
countries with their increased participation in domestic and international funds
transfers.

70. It was suggested that the legal guide would serve largely as an inventory of tt
legal problems to be solved in the future. Several representatives expressed the
view that the guide might show areas in which the Commission could in the future
prepare uniform rules. It was suggested that such uniform rules might be in the
nature of a model law, which would be of particular value to the developing
countries, or might concentrate on certain aspects of international electronic
funds transfers.

71. As to the suggestion that guidelines be prepared on the legal value of
computer records, under one view the legal rules as to evidence were so closely
linked to the rest of the procedural and substantive law of a State that it would
be difficult to develop even general guidelines. In this respect were mentioned
the difficulties encountered in the Council of Europe on this subject, even though
the regional nature of that orqanization reduced the disparity of approaches to be
reconciled from those which would have to be reconciled by a world-wide
organization such as the Cbmmission.

72. Under another view the matter was of importance and should be undertaken by
the Commission even though it might be given a lower priority than the preparation
of the legal guide. It was also suggested that as a first step the subject of the tt
legal value of computer records in the context of electronic funds transfers might
be one of the subjects to be considered in the legal guide, thereby helping to
prepare any future action the Commission might take on this subject.

Decision of the Commission

73. The Commission decided that the Secretariat should begin the preparation of a
legal guide on electronic funds transfers, in co-operation with the UNCITRAL Study
Group on International Payments. In carrying out this project the Secretariat was
urged to take appropriate steps to ascertain banking practice as well as the
applicable legal rules from all regions of the world, including the circulation of
a questionnaire if it were deemed advisable. In this connexion it was suggested
that the Study Group should be enlarqed to assure adequate representation from the
developing countries. The Secretariat was also requested to submit to some future
session of the Commission a report on the legal value of computer records in
general.
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CHAPTER IV

INTERNATIONAL OOMMERCIAL ARBITRATION

A. UN:ITRAL Arbitration Rules: administrative guidelines 16/

Introduction

74. The Commission, at its fourteenth session, decided that it would be desirable
to issue guidelines, in the form of recommendations, to arbitral institutions and
other relevant bodies to assist them in adopting procedures for acting as
appointing authority or for providing administrative services in cases to be
conducted under the UN:ITRAL Arbitration Rules. 17/ It also requested the
secretary-General to prepare a revised text of the draft guidelines which had been
submitted to the Commission at its thirteenth session, and any explanations
thereof, for submission to the fifteenth session of the Commission.

~ 75. The Commission, at its present session, had before it a note by the
secretary-General, prepared pursuant to that decision. This note, contained in
document A/CN.9/222, sets forth in an annex the revised draft ·Recommendations
concerning administrative services provided in arbitrations under the UN:ITRAL
Arbitration Rules·.

Discussion at the session

76. The Commission, after deliberation, was agreed that the revised draft, in
general, reflected the views expressed during the fourteenth session and that it
was in large part acceptable, in particular the section entitled ·Possible contents
of administrative procedures· (paras. 14-33). As regards the preceding paragraphs,
a number of suggestions and reservations were made.

~

77. One such proposal was, for example, to express in the title of the
recommendations more clearly that they related not only to the providing of
administrative services of a technical nature but also to the performing of the
functions of an appointing authority under the UN:ITRAL Arbitration Rules. Various
other suggestions aimed at a clearer distinction between those cases where an
arbitral institution adopted the UN:ITRAL Arbitration Rules as its own
institutional rules and those cases where an institution acted as appointing
authority or provided administrative services in an ad hoc arbitration under the
UNCTIRAL Arbi tral Rules.

78. Under one view, only this latter situation should be dealt with in the
recommendations. Under another view, however, the first situation should also be
covered to the extent that an institution did not merely use the UNCITRAL
Arbitration Rules as a model in preparing its own institutional rules with no
indication of their SOUICe, a practice which did not raise the kind of problems
which had led to the preparation of the recommendations, but instead announced that
it had adopted the UN:ITRAL Arbitration Rules as its own institutional rules. In
support of this view it was pointed out that also in these cases the
recommendations could serve the purpose of inviting institutions to consider the
various options available for using the UNCITRAL Arbitration Rules and to meet the
parties' needs for certainty as to what procedures to expect.
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79. As regards this latter aspect, dtffe~ent views were expressed as to whether
the recommendations should call upon institutions, when adopting the UNCITRAL
Arbitration Rules, not tqmodify.theseRul~s. l!nde.r: One view, any arbitral
institution should be free to modify the Rules according to its particular needs.
Under another view, no such modifications should be made, in order to avoid
disparity in the applipation .ofthe UNC;J:TRAL Arbitration RUles by different
institutions. The prevailing view, however, was that the approach taken in the
draft recommendations (paras. 8-10) constituted an acceptable compromise.

80. Asregardstllen{lture of therecQl1lJllendations, tile Commission was agreed that
they were in no way regulatory or binding but merely intended to provide informaton·
and assistance toarbitral institutions and other interested bodies. The
CommissiQnwasalso agreed that the recommendations should not be accorded a formal
status like other texts elaborated by it such as the UNCITRAL Arbitration Rules
themselves. The view was expressed that, instead, the Secretariat could be
requested to transmit tile recommendations in the name of the Secreta.r:y-General,
under his general mandate to assist in the interpretation and application of the
UNCITRAL Arbitration Rules and to promote their use.

81. Different views were expressed as to which channels of communication should be
used for the distribution of the recommendations. Under one view, copies of the
recommendations should be transmitted only to Governments, inviting them to forward
the recommendations to all interested and relevant bodies in their respective
countries. Under another view, the recommendations should be transmitted directly
to all arbitral institutions and similar interested bodies known to the
Secretariat. There was wide support, however, for using both of these channels of
communication.

82. The Commission concluded that it was desirable to finalize the text of the
recommendations during the course of its present session. It, therefore, requested
the Secretariat to redraft the recommendations taking into account the .suggestions
made during the discussion and to submit the revised draft for its consideration
before the closure of the present session.

83. The Commission considered a revised draft text of the recommendations
contained in document A/CN.9/222. It was agreed that this reviSed draft text
reflected the views expressed during the discussion of those recornmendations.

84. The Commission .was agreed that the revised text was acceptable, subject to the
followingamendroent. After parag.r:aph 17 of the annex of A/CN.9/222 which set forth
a model clause, the following paragraph should be added:

"In view of the considerations and concerns expressed above in
paragraphs.12 and 15, if the administrative procedures of the institution are
such astol~ad to a mOdification in SUbstance of the UNCITRAL Arbitration
RUles,. it may be advisable tllatthisrnodifiC{ltion be reflected in the model
cJ"ilUse'o"

85. The Cornmissionrequested .the Secretary-General to transmit these
recommendations to Governments.and to arbitral institutions and other interested
bodie~;sucll.a.scl1al,1lb~rSofcommerce.l8/
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B. Model arbitration law 19/

86. The Commission, at i,ts fburteenthsessibn, decided to proceed with work
towards the preparation of a draft model law on international commercial
arbitration, and to entrust this work to the Working Gro~p on International
Contract ~,!,actices.. lO/

87. The Working Group commenced this work at its third session, held in Bey York
from 16 to 26 February 1982. ibe Commission, at its present session, hilci ~f()J:e i't
the report of the Working Group on the work of that session (A/CN.9/216).

88. 'll1El ():)IQmissipntooknote of the report of the working Group onthewor k of it,s
th~rdses~ionande"presseditsappreciation to the Chairman of the working Group,
Mr. Ivan Szasz. Itnotedtbat the WOrking Group had discussed all but three
questions~et,forthina Working Paper prepared by the Secretariat
(A/CN.9/WG.II/WP.,35). It was understood that the list of issues dealt with in that
Working Paper, to which the Working Group had added some more issues to be possibly
included in the model law, was not to be regarded as exhaustive but that the
Working GrO\1p should be openEo any further suggestions for inclusion of yet other
issues. It was sU9gested in particular that the WOrking Group should consider such
issues as the relevance of limitation of actions in the context of arbitration
proceedings and the time periOd during which arbitral awards would be enforceable.

89. The Commission requested the Working Group to proceed with its work
expeditiously •
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CHAPTER V

NEW INTERNATIONAL EWNOMIC ORDER 21/

A. Clauses related to contracts for the supply and construction of laIge
industrial works

Introduction

90. The Commission had before it the report of the working Group on the New
International Economic Order on the work of its third session, held in New York
from 12 to 23 July 1982 (A/CN. 9/217). The report sets forth the deliberations of
the Working Group on the basis of the studies by the secretary-General entitled
"Clauses related to contracts for the supply and construction of laIge industrial
works" (A!CN.9jl«;.V!WP.4 and Add.1-8, hereinafter referred to as Study I and
A/CN.9/WG.V,MP.7 and Add.1-6, hereinafter referred to as Study 11).

91. The report noted that the Working Group had concluded the discussion of those
topics in Study I which had not been considered at the second session of the
Working Group, and had also completed its discussion of Study 11.

92. There was general agreement in the Working Group that the Secretariat should
now commence the drafting of the legal guide on contractual provisions relating to
contracts for the supply and construction of laIge industrial works which the
Commission, at its fourteenth session, had decided to undertake. 22/ The Working
Group requested the Secretariat to submit a few sample draft chapters and an
outline of the structure of the guide to its next session.

Discussion at the session

93. The Commission expressed its appreciation to the Working Group and to its
Chairman, Mr. reif sev6n, for the expeditious manner in which the work had been
conducted and for the conclusion of the consideration of the two studies prepared
by the Secretariat. The report of the WOrking Group was approved by the Commission.

94. It was suggested that the legal guide should deal with the legal problems
between the parties to the contract arising out of the failure of a Government to
grant an import or export licence, the withdrawal of such a licence or out of other
governmental restrictions which caused one of the parties not to be able to perform
the contract as agreed. It was noted, however, that certain aspects of this issue
were already covered in the Studies.

95. A view was expressed that it would be advisable to clarify in the legal guide
the importance of the choice of the applicable law by the parties and to include
therein a model clause in this connexion.

96. A suggestion was made that the legal guide should recommend that, in case of
the use of cost-reimbursable contracts, at least a preliminary estimate of the cost
of the works should be indicated in the contract.

97. There was general support that the next session of the Working Group should be
held at Vienna during the week immediately preceding the next session of the
Commission, as suggested by the Working Group.
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B. General Assembly resolution 36/107 on international economic law

98. The Commission took note of General Assembly resolution 36/107 of
10 December 1981 on progressive development of the principles and norms of
international law relating to the new international economic order. It also took
note of information given ~ the Secretariat on its co-operation with the United
Nations Institute for Training and Research {UNITAR} which had been entrusted with
a study relating to this issue.

99. A view was expressed that this study was connected with some aspects of
international trade law and that the Commission should be informed regularly in the
future of the progress of the study. It was further suggested that the experience
of the Commission in dealing with the new international economic order might be of
relevance to the study.

100. The Commission heard a statement by the observer for UNITAR, who pointed out
that all relevant information on the work of the Commission needed for the study
had been received from the Secretariat of the Commission and that there was a
close co-operation between the Secretariats of UNITAR and the Commission•
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CHAPTER VI

CO-ORDINATION OF \«JRK

A. Activities of other organizations in the field of international trade law:
transport docwnents·23/

Introduction

101. The General ASsembly, in resolution 34/142, requestedt.heSecretary-General
to place before· the Commission at each of its sessions· a report on the activities
of other organs and international organizations related to international trade law
together with recommendations as to steps to be taken by the Commission.

102. The Commission, at its fourteenth session, decided that, to further strengthen
the co-ordinating role of the Commission, the Secretariat should select a
particular area of international trade law for consideration and subInitareport on
the work of other organizations in that area. 24/ Thesubjeet of international
transport documents was chosen for the report submitted to the present session of
the Commission (A/CN.9/225).

103. The report discussed the legal regime governing transport documentation
requirements under the principal multilateral conventions and some of the current
developments in this field. The report concluded that there may be a greater need
in the future than there has been in the past for harmonization of the rules
governing such transport documentation.

Discussion at the session

104. There was general agreement that the report was a useful means for the
Commission to fulfil its role of co-ordination in the field of international trade
law. Although the report did not suggest any specific action which the Commission
might take at the present time, it demonstrated the need for co-ordination in this
field. The suggestion contained in the report that the Secretariat would continue
to monitor developments in this field was welcomed and the Secretariat was
requested to keep the Commission informed of any future course of action which it
might take.

105. The observer from the International Institute for the Unification of Private
Law (UNIDROIT) stated that his organization was interested in co-operating with the
Commission in the future work leading to the preparation of a draft Convention on
the Liability of International Terminal Operators, one of the texts analysed in the
report.

106. The Secretariat was also requested to prepare further reports of this nature
and several topics for future reports were suggested, among which were transfer of
technology and legal aspects of the new international economic order. There was
general agreement, however, that the Secretariat should be free to choose the
subject on which to report in the light of the developments in the field and the
resources available to the Secretariat.

107. The Commission also repeated its desire, expressed at the fourteenth session,
that a report be submitted at regular intervals on all the activities of other
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organizations active in the field of international~rade,!aw. 'l,t,wClsstat:~,;that

some Governments circulated the report throughout the different ministries as a
means of informing those minis.tries of the ac.tivit;ies, being ,undertaken, and asa
means of co-ordinating the approach of the Government·, in the, differ~nt<f9.ra,. ' 'It
was suggested that such a report might be submitted once every two or three years.

B. Documentary credits 25/

Introduction

108. The Commission had before it a note by the Secretariat which described the
progress made by the International Chamber of Commerce (ICC) in the revision of the
1974 version of the Uniform Customs and Practice for Documentary Credits (UCP)
(A/CN.9/229). The Commission was informed that a draft revised text of UCp ,was
ready for circulation by ICC to its national committees and that, at the request o.f
ICC, the draft text would be circulated later this month by the Secretariat tQ all
States for comment. It was expected that.the final verScion of the reviScedteJ(t
would be ready for adoption by ICC during the course of this year. It wae;
suggested that the Commission might wish to consider at its sixteenthse,ssion the
possibility of commending the use of the revised text of UCP,as it had in. I'espect
of the 1962 and 1974 versions of UCP.

Discussion at the session

109. A proposal was made that the Secretariat should be requested to make a study
of the use of letters of credit, especially for purposes other than the sale of
goods, to see whether the curI'ent law was adequate. It was pointed out that
letters of credit were originally intended to be used in connexion with t~e

documentary sale of goods. Currently they are used for a number of other purposes,
such as in connexion with bid bonds and re-purchase agreements. It was suggested
that the legal rules developed for the one situation might not be appropriate for
these other uses to which letters of credit are currently put.

110. It was pointed out that such a study should not prejUdice any future
endorsement by the Commission at its sixteenth .session of the new revie;ion of UCP.
That revision by ICC had been undertaken largely to reflect recent changes in
transport technology and banking practice as they affected the traditional function
of the documentary credit in the international sale of goods. This revie;ion of UCP
was desirable in any case. Furthermore, it could be expected that the study would
be a long-term project and could not be before the Commission at the time the new
revision of UCP was presented for endorsement.

Ill. The observer from ICC stated that his organization looked forward to
co-operating in the preparation of the study.

Decision of the Commission

112. After discussion the Commission decided to request the Secretary-General to
submit to a future session of the Commission a study on letters of credit and their
operation in order to identify legal problems arising from their use, especially in
connexion with contracts other than those for the sale of goods.
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C. General co-ordination of activities 26/

113. The COmmission had before it a note by the Secretary-General which discussed
the co-ordination activities of the Secretariat during the last year (A/CN.9/226).

114. The representative of the Hague COnference on Private International Law
reported that invitations had been sent to all members of the Commission, whether
or not they were members of the COnference, to attend the meeting of the Special
COmmission to consider the preparatory work for the revision of the 1955 Hague
COnvention on the Law Applicable to International Sale of Goods.

115. The representative of the International Institute for the Unification of
Private Law (UNIDROIT) reported that all members of the COmmission had been invited
to a meeting of governmental experts in Rome from 2 to 13 November 1981 to revise
the draft Uniform Law on Agency of an International Character in the International
Sale of Goods. The draft law had been revised to make it conform better to the
United Nations COnvention on COntracts for the International Sale of Goods. It was
also reported that the Government of Switzerland had agreed to be the host to a 4t
diplomatic conference in Geneva from 31 January to 18 February 1983 to adopt a
convention on the subject.

116. The COmmission noted that, at its fourteenth session, it had welcomed the
decision of the Hague COnference and UNIDROIT to invite members of the COmmission
to participate in the preparatory work on these conventions and that it regarded
them as significant steps towards close collaboration in the work of the
unification of the law related to international trade. 21/ The Commission also
noted that the General Assembly, in resolution 36/32 of-r3 November 1981, had also
welcomed these decisions.

117. The representative of the Council of Europe indicated the interest of his
organization in co-operating with the Commission in activities of mutual interest, .
and in particular in respect of the legal value of computer records, a subject on
which the COuncil of Europe adopted a Recommendation to Governments.

118. The COmmission expressed its approval of the co-ordination activities of the
Secretariat. It also welcomed the statements of those representatives of other
organizations which had spoken. The Secretariat was urged to continue its efforts 4t
in this regard, and especially with those organizations mentioned in General
Assembly reSOlution 34/142 on the co-ordinating role of the Commission.

-26~



•

•

CHAPTER VII

STATUS OF CONVENTIONS 28/

119. The Commission considered the status of conventions that were the outcome of
its work, i.e. Convention on the Limitation Period in the International Sale of
Goods (New York, 1974), Protocol amending the Convention on the Limitation Period
in the InternatiOftal Sale of Goods (Vienna, 1980), united Nations Convention on the
Carriage of Goods by Sea, 1978 (Hamburg), and United Nations Convention on
Contracts for the International Sale of Goods (Vienna, 1980). The Commission had
before it a note by the Secretary-General entitled "Status of conventions·
(A/CN.9/227) which sets forth the status of signatures, rat if ications and
accessions to these Conventions as at 15 May 1982.

120. The Commission noted that, pursuant to paragraph 8 of General Assembly
resolution 36/32 of 13 November 1981, the Secretary-General had brought these
Conventions to the notice of all States which had not ratified or acceded to them,
provided these States with appropriate information as to the mode of their. entry
into force and the current status of ratifications and accessions, and had drawn
the attention of these States to the view of the Commission that an early entry
into force and a wide acceptance of these Conventions would be of great value for
the unification of international trade law.

121. The Commission noted with appreciation that, subsequent to 15 May 1982, Chile
had ratified the United Nations Convention on the Carriage of Goods by Sea, 1978
(Hamburg), and that ratification by France of the United Nations Convention on
Contracts for the International Sale of Goods (Vienna, 1980) had been authorized by
its Parliament.

122. As regards the United Nations Convention on Contracts for ~he International
Sale of Goods (Vienna, 1980), many States indicated that the question of adhering
to this Convention was under active consideration and some of these States
indicated that a decision favourable to adherence was expected. Several States
indicated that the procedures for adherence were taking place.

123. As regards the United Nations Convention 0.0 the carriage of Goods by Sea, 1978
(Hamburg), many States indicated that the question of adhering to this Convention
was under active consideration. Several States indicated their intention of
adhering to the Convention. The Secretary of the Comm~ssion noted.that, in
connexion with this Convention, the United Nations .Conference on Trade and
Development was also taking steps to promote adherence to it.

124. The Secretary of the Commission informed the Commission that the Secretariat
intended to hold regional seminars on the three Conventions noted above in
connexion with the Commission's programme of training and assistance, in order to
enhance wider adherence to these Conventions.
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CHAPTER VII I

TRAINING AND ASSISTANCE IN TIfE FIELD OF INTERNATIONAL TRADE LAW W

Introduction

125. The Commission, at its fourteenth session, 30/ agreed that it should continue
.to sponsor symposia and seminars on international~rade law and considered it
desirable for these seminars to be organized on a regional basis. TheCommission
welcomed the possibility that these regional seminars might be sponsored jointly
with regional organizations. It requested the Secretariat to make such
arrangements as it found desirable in this regard.

126. By its resolution 36/32 of 13 November 1981, the General Assembly reaffirmed
the importance, in particular for the developing countries, of the work of the
Commission concerned with training and assistance in the field of international
trade law and welcomed the initiatives being undertaken to sponsor regional •
seminars jointly with regional organizations. The resolution also invited
Governments, relevent United Nations organs, organizations, institutions and
individuals to assist the Secretariat in financing and organizing symposia and
seminars.

127. The Commission had before it a note by the Secretariat entitled "'.rraining and
assistance" (A/CN.9/228). This note reported that the Inter-American Juridical
Committee of the Organization of American States had included in its 1982 annual
seminar the subject of international sale of goods and that theSecretary-General
of the Asian-African Legal Consultative Committee had agreed to organize, jointly
with the UNCITRAL Secretariat, seminars on trade law subjects in conjunction with
its annual sessions whenever feasible. The note also reported on activities of the
Secretariat to promote training and assistance in the field of international trade
law.

Discussion at the session

128. The Commission was informed that a contribution had been received from the
Government of Yugoslavia in the amount of SUS 3,000 to be used towards the •
financing of the Commission's training and assistance programme. In addition, the
Government of the Netherlands had made available the sum of 25,000 guilders to be
used toward the financing of seminars or symposia which the Commission might
organize in the future. The Commission expressed its gratitude for these
contributions.

129. The Commission was informed that the GOvernment of Australia conducted a
seminar each year in the field of international trade law, including the work of
the Commission. It was considering holding a future seminar in this field which
would relate specifically to the countries of the Pacific region. The Commission
was also informed that an institute for the unification of trade law had been
established at the University of Seville and that the work of this institution
would be closely related to the work of the Commission. It was reported that the
Ministry of Commerce of Iraq was organizing a symposium which would deal with the
United Nations Convention on Contracts for the International Sale of GOods for
officials in Iraq dealing with international trade. In addition, the Commission
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was informed that the work of UNCITRALwas the subject of analysis and discussion
at the University of Baghdad.

130. The Secretary of the eom.ission expressed appreciation to Governments and
institutions which were arranging seminars or symposia in the field of
international trade law and requested that the Secretariat be supplied with copies
of papersbr. proceedings in cOrlnexion wi th'these seminars or symposia in order to
assist the Secretariat in its further planning of regional seminars.

131. The view was expressed that initiatives such as those about which the
Conanissionhadbeen informed were of particular benefit. to developing countries and
it was hoped that such initiatives would continue.

Decision of the Conanission

132. The Commission agreed that the Secretariat should continue to explore various
possibilities of collaborating with other organizations and institutions in the
organization of regional s~inars and also to use those occasions for the promotion
of legal texts emanating from the work of the Conanission•
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MOST-FAVOURED-NAT10N CLAUSES 31/

Introduction

133. In resolution 36/111 of 10 December .1981 the ~neral Assembly requested,
inter alia, the Commission to submit any written comments and observations ~hich it
deemed appropriate on chapter 11 of the report of the International Law Commission
on the work of its thirtieth session, Wand in particular on the draft articles
on most-favoured-nation clauses adopted by the International Law Commission and
those provisions relating to such clauses on which the International Law Commission
was unable to take a decision.

134. The Commission had before it a note by the Secretariat entitled
RMost-favoured-nation clauses· (A/CN.9/224). This note br~efly set forth the
background of resolution 36/111 and of the draft articles on most-favoured-nation
clauses. In order to assist the Commission in its consideration of procedures for
re~nding to the request of the General Assembly, the note discussed the pUrPOse
of the draft articles on most-favoured-nation clauses, and drew attention to
certain points in connexion with three issues relating to the draft articles. The
note concluded by suggesting a possible procedure for formulating the Commission's
re~nse to the request of the General Assembly.

Discussion at the session

135. The Commission was divided as to whether it should proceed to formulate
comments and observations upon the International Law Commission draft articles on
most-favoured-nation clauses.

136. In support of the view that the Commission should formulate comments and
observations in response to the request of the General Assembly, it was suggested
that as a subsidiary organ of the General Assembly UNCITRAL was the most
appropriate legal body to consider the International Law Commission draft
articles. According to this view the draft articles were closely linked to
international trade and the comments of the Commission on the draft articles could
help remove obstacles to international trade and could assist in the development of
international trade. A number of members of the Commission who spoke on this issue
supported this view.

137. In support of the view that the Commission should not formulate comments and
observations, it was suggested that the draft articles were outside the field of
trade law, but rather dealt with questions of treaty law and trade policy, thus
making them an inappropriate subject of consideration by the Commission. Concern
was also expressed that the topic of most-favoured-nation clauses involved
controversial political issues with which the Commission was not equipped to
deal. It was suggested that the task of reconciling the divergent views concerning
these issues should be left to other fora. It was further suggested that the draft
articles had been considered by the Sixth Committee and the General Assembly and
had already been commented on by some States, United Nations organs and
international organizations. A majority of the members of the Commission who spoke
on this issue supported this view.

138. The Commission noted that in the absence of a consensus no substantive
comments on the draft articles could be submitted.
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CHAPTER X

RELEVANT GENERAL ASSEMBLY RESOLUTIONS, FUTURE WORK AND OTHER BUSINESS W

A. Relevant General Assembly resolutions

(i) General Assembly resolution on the work of the Conunission

139. The Commission took note wita'appreeiation of General Assembly resolution
36/32 of 13 November 1981 on the report of the United Nations Commission on
International Trade Law on the work of its fourteenth session.

(ii) General Assembly resolution on international economic law

140. The Commission considered General Assembly resolution 36/107 of
10 December 1981 in connexion with item 7 of the agenda. 34/

(iii) General Assembly resolution on most-favoured-nation clauses

141. The Commission considered General Assembly resolution 36/111 of
10 December 1981 in connexion with item 11 of the agenda. 35/

B. Book on UNCITRAL

(i) Affirmation of decision

142. The Commission, at its fourteenth session, in connexion with its discussion
of co-ordination of work, decided to authorize the Secretariat to publish a book on
Ul~ITRAL. 36/ However, this decision was inadvertently not reflected in the report
of the Commission at its fourteenth session.

143. The Commission decided to affirm the decision taken at its fourteenth session
b¥ inclUding the following paragraph in the report of its present session:

"In view of the desirability of promoting further the work of the
Commission and the legal texts associated with this work, the Commission
decided to authorize the Secretariat to publish a book describing the
activities of the Commission for the harmonization of unification of
international trade law, together with legal texts emanating from the work of
the Commission."

(ii) News-letter

144. The suggestion was made that an UNCITRAL news-letter might be prepared and
distributed either quarterly or semi-annually. Such a news-letter might include
such matters as information on ratifications or adherences to the conventions
emanating from the work of the Commission, the actions of its working groups,
activities of other organizations and summaries of jUdicial decisions relevant to
the work of the Commission.

145. There was ge.neral agreement that such a news-letter would be useful. It was
stated that it would be of particular value to the developing countries which often
had a difficult time keeping abreast of developments. In this connexion the
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statements previously made in respect9~ ~eco-ordinationof work were
recalled.]2/ In addition, it would serve as a means of promoting the work of the
Commission, inc;tudiJl9 ~~ratific~ti.onoradherel'lCe~o.~~ c;onY'~"~:iQns w"i~~uit hadprepar:ed. . ..... .. .. . .. , .

146. It was decided to request the secretary-Genera1t9pr~pare~no~~>ts>r;the
next session which would consider the format which such'a news-1etter'might" take,
as well as the administrative andf~nancial inplications.

C. Date and place of the sixteenth session of theCQmmission

147. It was decided that the sixteenth session of the Cominission.wo~ld ~. h~~d
from 24 May to 3 June 1983 at Vienna.

D. Sessions of the working groups

148. It was decided th.at the Working Group on International.Contract practlqes
would hold its fourth session from 4 to 15 October 1982 at Vienna and'its'fifth
session from 22 February to 4 March 1983 at New York.

149. It was decided that the fourth session of the Working Group on the New
International Economic Order would be held from 16 to 20 May 1983 at Vienna.
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.Notes

1/ Pursuant to General Assembly resolution 2205 (XXI), the members of the
Commission are elected for a term of six years. Of the current membership, 17 were
elected by the General Assembly at its thirty-first session on 15 December 1976
(decision 31/310) and 19 were elected by the General Assembly at its thirty-fourth
session on 9 November 1979 (decision 34/308). Pursuant to resolution 31/99 of
15 December 1976 the term of those members elected by the Ge.neral Assembly a.t its
thirty-first session will expire on the last day prior to the opening of the
sixteenth regular annual session of the Commission in 1983 while the term of those
members elected by the General Assembly at its thirty-fourth session will expire on
the last day prior to the opening of the nineteenth regular annual sessiQn of the
Commission in 1986.

y The elections took place at the 252nd meeting, on 26 Julyl9.82, and the
257th meeting, on 28 July 1982. In accordance with a decison taken by the
Commission at its first session, the Commission has three Vice-Chairmen, so that
together with the Chairmen and Rapporteur, each ~f the five groups of States listed
in General Assembly resolution 2205 (XXI), sect. 11, para. 1, will be represented
on the bureau of the Commission (see Official Records of the General Assembly,
Twenty-third Session, Supplement No. 16 (A/72l6), para. 14 (Yearbook of the United
Nations Commission on International Trade Law, Vol. I: 1968-1970 (united Nations
pUblication, Sales No. E.71.V.l), part two, I, A, para. 14».

Y It was agreed that General Assembly resolution 36/107 would be discussed
in conjunction with agenda item 7•

.!I The Commission considered this SUbject at its 256th, 25?th, 258th,259th,
260th and 263rd meetings, on 28, 29 and 30 July and 2 August 1982.

2/ Report of the United Nations Commission on International Trade Law on the
work of its twelfth session, Official Records of ~he GeneralAs~emblY, Thirty
fourth Session, Supplement No. 17 (A/34/l7), para. 31 (Yearbook of the United
Nations Commission on International Trade Law, Volume X: 1979 (United Nations
publication, Sales No.E.81.V.2), Part One, 11, A, para. 31) •

!I Report of the United Nations Commission on International Trade Law on the
work of its fourteenth session, Official Records of the General A~sembly, Thi.rty
sixth session, Supplement No. 17 (A/36/17), para. 44.

2/ For the summary records of the discussion, see A/c:N.9/SR.. 256, 257, 258,
259 and 260.

!I The Commission considered this SUbject at its 265th and 266th meetings,
on 3 and 4 August 1982.

11 The Commission considered this subject at its 254th, 255th and 256th
meetings, on 27 and 28 July 1982.

10/ Report: of the United. Nations Commission on International Trade Lawo{l·the
work of its eleventh session, Official Records of the General Assembly,
Thirty-third Ses~ion,SupplementNo•. l? (A/33/l7), para. 67.
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!!I Ibid., Thirty-sixth Session, SUpplement No. 17 (A/36/l7), para. 32.

12/ A/CN.9/2l5, para. 97.

~ Ibid., paras. 54 and 90.

14/ For the summary records of the discussion, see A/CN.9/SR.254, 255 and 256.

~ The Commission considered this sUbject at its 256th meeting, on
27 July 1982.

16/ The Commission considered this subject at its 253rd, 254th and 266th
meetings, on 26, 27 July and 4 August 1982.

17/ Report of the United Nations Commission on International Trade Law on the
work of its fourteenth session, Official Records of the General Assembly,
Thirty-sixth Session, Supplement No. 17 (A/36/l7), para. 59.

1!/ The complete text of the recommendations is reproduced in annex I to this
report.

19/ The Commission considered this subject at its 253rd meeting, on
26 July 1982.

20/ Report of the United Nations Commission on International Trade Law on the
work of its fourteenth session, Official Records of the General Assembly,
Thirty-sixth Session, Supplement No. 17 (A/36/l7), para. 70.

~ The Commission considered this subject at its 267th meeting, on
4 August 1982.

22/ Report of the United Nations Commission on International Trade Law on the
work of its fourteenth session, Official Records of the General Assembly,
Thirty-sixth Session, Supplement No. 17 (A/36/l7), para. 84.

•

1lI The Commission considered this subject at its 263rd and 264th meetings,
on 2 and 3 August 1982. •

24/ Report of the United Nations Commission on International Trade Law on the
work of its fourteenth session, Official Records of the General Assembly,
Thirty-sixth Session, Supplement No. 17 (A/36/l7), para. 100.

~ The Commission considered this subject at its 263rd meeting, on
2 August 1982.

26/ The Commission considered this subject at its 263rd and 264th meetings,
on 2 and 3 August 1982.

27/ Report of the United Nations Commission on International Trade Law on the
work of its fourteenth session, Official Records of the General Assembly,
Thirty-sixth Session, Supplement No. 17 (A/36/l7), para. 94.

~ The Commission considered this subject at its 264th meeting, on
3 August 1982.
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~ The Commission considered this subject at its 267th meeting, on
4 August 1982•

.!Q/ RepOrt of the United Nations Conunissioo.on International Trade Law on the
work of its fourteenth session, Qtticial Records of the General Assembly,
Thirty-sixth Session, Supplement No. 17 (A/36/l7), para. 109.

l!I The Commission considered this subject at its 262nd meeting, on
2 August 1982.

~ Official Records of the General Assembly, Thirty-third Session,
Supplement No. 10, A/33/10 and Corr.1 (Arabic only). (Yearbook of the
International Law Conunission 1978, vol. Il, Part Two).

1lV The Commission considered this subject at its 267th meeting, on
4 August 1982.

34/ See paras. 98-100•

221 See chap. IX.

~ Report of the United Nations Conunissionon International Trade Law on the
work of its fourteenth session, Official Records of the General Assembly,
Thirty-sixth Session, SUpplement No. 17 (A/36/l7), paras. 85-101.

12I See para. 107 •
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ANNEX I

Recommendations to assist arbitral institutions and other
interested bodies with regard to arbitrations under the

UllCI'l'RAL Arbitration RUles

Introduction

1. The UNCITRAL Arbitration Rules were adopted by the United Nations COmmission
on International Trade Law in 1976, after extensive consultations with arbitral
institutions and arbitration experts. In the same year, the General Assembly of
the United Nations, by its resolution 31/98, recommended the use of these Rules in
the settlement of disputes arising in the context of international commercial
relations. This recommendation was based on the conviction that the establishment
of rules for ad hoc arbitration that were acceptable in countries with different
legal, social and economic systems would significantly contribute to the
development of harmonious international economic relations.

2. Since then, the UNCITRAL Arbitration Rules have become well known and are
widely used around the world, not only in ad hoc arbitrations. COntracting parties
increasingly refer to these Rules in their arbitration clauses or agreements, and a
substantial number of arbitral institutions have, in a variety of ways, accepted or
adopted these Rules.

3. One way in which the UNCITRAL Arbitration Rules have been accepted is that
arbitral bodies have drawn on them in preparing their own institutional arbitration
rules. This has taken two different forms. One has been to use the UNCITRAL
Arbitration Rules as a drafting model, either in full (e.g., the 1978 Rules of
Procedure of the Inter-American COmmercial Arbitration COmmission) or in part
(e.g., the 1980 Procedures for Arbitration and Additional Rules of the
International Energy Agency Di~ute Settlement Centre) •

4. The other form has been to adopt the UNCITRAL Arbitration Rules as such,
maintaining their name, and to include in the statutes or administrative rules of
an institution a provision that disputes referred to the institution shall be
settled in accordance with the UNCITRAL Arbitration Rules, subject to any
modifications set forth in those statutes or administrative rules. Prime examples
of institutions adopting this approach are the two arbitration centres established
under the auspices of the Asian-African Legal COnsultative COmmittee (see Rule I of
the Rules for Arbitration of the Kuala Lumpur Regional Arbitration Centre; arts. 4
and 11 of the Statutes of the cairo Centre for International COmmercial
Arbitration). In addition, a provision similar to the one described above was
included in the "Declaration of the Government of the Democratic and Popular
Republic of Algeria concerning the settlement of claims by the Government of the
United States of America and the Government of the Islamic Republic of Iran" of
19 January 1981 (art. Ill, para. 2).

5. In addition to the above cases, which concern an arbitral body's own and only
rules, a great number of institutions which have their own established arbitration
rules have accepted, in a variety of ways, the use of the UNCITRAL Arbitration
Rules if parties so wished. Some institutions have, for example, embodied that
option into their established institutional rules (e.g. London Court of
Arbitration, 1981 International Arbitration RUles; Foreign Trade Arbitration of the
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EconomiqChC1UUber of,¥,ugqslavia,198lRules). Another form of acceptance has been
to offer the administrative facilities of an arbitralinstitution in co-operation
agreements between..arbitrationassociations or chambers of commerce and in
recommendations or model clauses providing for the use of the UNCITRAL Arbitration
Rules. The. primee)(ample, which was also the first international agreement to
include the UNCITRAL Arbitration RUles, is the "Optional Arbitration Clause for use
in contracts in U.S.A.-U.S.S.R. Trade-1977 (prepared by American Arbitration
Associatio.nand U.S.S.R. Chamber of commerce and Industry) ., with the Stockholm
Chamber of COmmerce acting as appointing authority.

6•.. Of. the many other institutions that have de.clared their willingness to aetas
appointing authority and to provide administrative services in arbitration cases
under the UNCITRAL Arbitration Rules only one should be mentioned here. The
American. Arbitration Association (AAA) has adopted a specific set of administrative
"Procedures for Cases under the UNCITRAL Arbitration RUles· setting forth in detail
how the AAA would per~orm the functions of an appointing authority and provide
administrative services inconformity with the UNCITRAL Arbitration Rllles.

7. In view of the promising trend in favour of the use of the UNCITRAL
Arbitration Rules, these recommendations are intended to provide information and
assistance to arbitral institutions and other relevant bodies, such as chambers of
co~erce. As the above examples indicate, there are a number of ways in which the
UNCITRAL Arbitration Rules and their use in arbitration proceedings may be accepted.

A. Adoption of UNCITRAL Arbitration Rules as institutional rules of an arbitral
body

8. Arbitral inst.itutions, when preparing or rev1.s1.ng their institutional rules,
may wish to consider the advisability of adopting the UNCITRAL Arbitration Rules.
While it would clearly be in the interest of.thedesiredunificationof the rules
on arbitral procedure that arbitral institutions adopt these Rules in full, some
institutions may have. reasons for incorporating, at least for the time being., only
someo~the.pr()visionsofthese. Rules. Even such adoption in part would constitute
a steptqwards the harmonization of the rules on arbitral Procedure.

9. However, if an institution intends to adopt such provisions and to maintain
the name UNCITRAL Arbitration Rules, special considerations come into play which
relate to the interest and expectations of the parties to an arbitration agreement
or to a contract inclUding an arbitration clause. Parties, and their lawyers, who
have gained familiarity with and confidence in the use of the UNCITRAL Arbitration
Rules tend to rely on the uniform and full application of these Rules by any
arbitral institution which in its rules provides for the application of the
U~JTRAL Arbitration.Rules.

10. Therefore, an arbitral institution which intends to refer in its institutional
rules to the UNCITRAL Arbitration Rules should take into account thiS interest of
the parties in having certainty about which procedures to expect. Accordingly, it
is recommended that institutions, when adopting the UNCITRAL Arbitration Rules and
maintaining their name, refrain from modifying them.

11. This appeal to leave the UNCITRAL Arbitration Rules unchanged does not mean,
of course, that the particular organizational structure and needs of a given
institution should be neglected. Such SPecific features normally relate to matters
not regulated in the UNCITRAL Arbitration Rules. For example, there are no special
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provisions in these Rules concerning the various facilities and prOcedures
relating to administrative services or on such particular matters as fee
schedules. It should, therefore, be possible to adopt institutional rules
consisting of the UNCITRAL Arbitration Rules and sOllleadministrative ru1.es which
are tailored to the particular organizational structure and needs Of the
institution and are in conformity ~ith the UNCITRAL Arbitration RUleS.

12. If, in exceptional circumstances, an institution deems it necessary, f6r
administrative purposes, to adopt a rule which modifies the UNCITRAL Arbitration
Rules, it is strongly recommended to clearly indicate that modification. An
appropriate way of doing so is to specify the provision of the uNCITRALArbitration
Rules involved, as done, for example, in the Rules for Arbitration of the Kuala
Lumpur Regional Arbitration Centre (opening words of Rule 8: "In lieu of the
provisions of article 41 of the UNCITRAL Arbitration Rules the following provisions
shall apply: •••• ) • This indication would be of great help to the reader and
potential user who would otherwise have to embark on a comparative analysis of the
administrative procedures and all provisions of the UNCITRAL Arbitration Rules in
order to discover any disparity between them.

B. Arbitral institution or other body acting as !fPOinting authority or prOviding
administrative services in ad hoc arbitration under the UNCITRAL Arbitration
Rules

1. Offer of services

•
13. Ad hoc arbitrations conducted under the UNCITRAL Arbitration Rules maybe
facilitated ~ a body acting as appointing authority or providing administrative
services of a secretarial, technical nature. These kinds of assistance could be
rendered not only by arbitral institutions but also b¥ other bodies, in particular
chambers of commerce or trade aSSOCiations.

14. Such institutions and bodies are invited to consider offering their services
in this regard. If they decide to do so, they may wish to make that willingness
known to the interested public. It is advisable that they describe in detail the
services offered and the relevant administrative procedures. !V

15. In devising these administrative procedures or rules, the institutions should
have due regard to the interests of the parties. Since the parties in these cases •
have agreed that the arbitration is to.be conducted under the UNCITRAL Arbitration
Rules, their expectations should not be frustrated b¥ an administrative rule which
is in conflict with the UNCITRAL Arbitration Rules. Thus, the considerations and
the appeal expressed above in the context of adopting these Rules as institutione.l
rules (see paras. 9-12) apply here with even greater force.

16. The following remarks and suggestions are intended to assist any interested
institution in taking the necessary organizational measures and in devising
appropriate administrative procedures in conformity with the UNCITRAL Arbitration
Rules.

17. It is recommended that the administrative procedures of the institution
distinguish clearly between the functions of an appointing aUthority as envisaged
under the UNCITRAL Arbitration Rules and other administrative assistance of a
technical, secretarial nature. The institution should declare whether it is
offering both or only one of these types of service. When offering both types the

-38-



•

institution may declare its willingness to provide only one of these services in a
given case, if so requested.

18. The distinction between these two types of services is also of relevance to
the question of which party may request these services. On the one hand, an
institution may act as appointing authority under the UlEI'1'RAL Arbitration Rules
only if it has been so designated by the parties, whether in the arbitral clause or
in a separate agreement. An institution sbould so state in its administrative
procedures, possibly with the additional provision (as a rule of interpretation)
that it would also act as appointing authority if the parties sua.it a dispute to
it under the UNCITRAL Arbitration Rules without specifically designating it as the
appointing authority. On the other hand, administrative services of a technical,
secretarial nature might be requested not only by the parties, but also by the
arbitral tribunal (cf. art. 15, para. (1) and art. 38, para. (c) of the UNCITRAL
Arbitration Rules).

19. In order to assist parties, the institution may wish to set forth in its
administrative procedures model arbitration clauses covering the above services•
The first part of any such JDOdel clause sbould be identical with the model clause
of the UNCITRAL Arbitration Rules:

-Any dispute, controversy or claim arising out of or relating to this
contract, or the breach, tenaination or invalidity thereof, shall be settled
by arbitration in accordance with the UNCITRAL Arbitration Rules as at present
in force.-

The agreement as to the services which are requested sbould follow. !'or example:

-The appointing authority shall be the XYZ-Institution.-

or:

-The XYX-Institution shall act as appointing authority and provide
administrative services in accordance with its administrative procedures for
cases under the UNCITRAL Arbitration Rules.·

As suggested in the UNCITRAL Model Arbitration Clause, the following DOte may be
• added:

Note-Parties may wish to consider adding:

(a) The number of arbitrators shall be ••• (one or three),

(b) The place of arbitration shall be ••• (town or country),

(c) The language(s) to be used in the arbitral proceedings shall be •....
20. In view of the considerations and concerns expressed aboft in paragraphs 12
and 15, if the administrative procedures of the institution are such as to lead to
a modification in substance of the UlEI'1'RAL Arbitration Rules, it IIay be advisable
that this modification be reflected in the model clause.
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2. Functions as appointing authority

21. An institution which is willing to act as appointing authority under the
UNCITRAL Arbitration Rules should specify in its administrative procedures the
various functions of an appointing authority envisaged by these Rules which .it will
perform. It might also describe the manner in which it intends to perform these
functions.

(a) Appointment of arbitrators

22. The UNCITRAL Arbitration Rules envisage various possibilities concerning the
appointment of an arbitrator by an appointing authority. Under article 6,
paragraph 2, the appointing authority may be requested to appoint a sole
arbitrator, in accordance with certain procedures and criteria set.forth in
article 6, paragraphs 3 and 4. Further, it may be requested, under article 7,
paragraph 2, to appoint the second of three arbitrators. Finally, it may. be called
upon to appoint a substitute arbitrator under articles 11, 12 or 13 (successful
challenge and other reasons for replacement). ~

23. For each of these cases, the institution may indicate details as to how it
would select the arbitrator in accordance with the UNCI~ArbitrationRules. In
particular, it may state whether it maintains a panel or list of arbitrators, from
which it would select appropriate candidates, and may provide information on the
composition of such panel. It may also specify which person or organ w.ithin the
institution would in fact make the appointment (e.g. president, director, secretary
or a committee).

(b) Decision on challenge of arbitrator

24. Under article 10 of the UNCITRAL Arbitration Rules, any arbitrator may be
challenged if circumstances exist that give rise to justifiable doubts as to his
impartiality or independence. When such a challenge is contested (e.g. if the
other party does. not agree to the challenge or the challenged arbitrator does not
withdraw), the decision on the challenge is to be made by the appointing autllority
according to article 12, paragraph 1. If the appointing authority sustains the
challenge, it may also be called upon to appoint the substitute arbitrator.

25. The institution may indicate details as to how it would make the decision on
such a challenge in accordance with theUNCITRAL Arbitration Rules. In particular,
it may state which person or organ within the institution would make the decision.
The institution may also wish to identify any code of ethics or othe.rwritten
principles which it would apply in ascertaining the independence and impartiality
of arbitrators.

(c) Replacement of arbitrator

26. In the event that an arbitrator fails. to act or in the event of the. deiure or
de facto impossibility of his performing his functions,theappoil).t~ngauthoritY'

maY,llnder>article 13, paragraph 2, be called upanto d~ide.onWhethersucha
reason for replacement exists, and it may be involvedinappointi,ng a substitute
arbitrator. What has been said above in regard to the challenge of an arbitrator
applies also to such cases of replacement of an arbitrator.

27. The situation is different with regard to those cases of replacement covered
by paragraph 1 of article 13. In the event of the death or resignation of an

-40-

~

•



arbitrator during the course of the arbitral proceedings, the only task which may
be entrusted to an appointing authority is to appoint a substitute arbitrator.

(d) Assistance. in fixing fees of arbitrators

28. Under the UNCITRAL Arbitration Rules, thearbitral tribunal ~ixes its fees,
which shall be reasonable in amount, taking into account the amount in dispute, the
complexity of the subject-matter, the time spent ~ the arbitrators and any other
relevant circumstances of the case. In this tas~, the arbitral tribunal may be
assisted ~ an appointing authority in three different ways:

•

(i) If the appointing authority has issued a schedule of fees for arbitrators
in international cases which it administers, the arbitral tribunal in
fixing its fees shall take that schedule of fees into account to the
extent that it considers appropriate in the. circUJllstanc~sof..thecase
(art. 39, para. 2),

(ii) In the absence of such a schedule of fees, the appointing authority may
provide, upon a party's request, a statement. setting f.orththe basics for
establishing fees which is customarily followed in international cases in
which the authority appoints arbitrators (art. 39, para. 3),

(iii) In cases referred to under (i) and (ii), when a party so requests and the
appointing authority consents, the arbitral tribunal shall fix its fees
only after consultation with the apPOinting authority, . which may mak~ClnY

comment it deems appropriate to the arbitral tribunal concerning the fees
(art. 39, para. 4).

•

29. An institution willing to act as appointing auth~ri~y may i~icate, i.n..its
administrative procedures,any relevant details in resPect of these three possible
ways of assistance in fixing fees. In particular, .it J!l.ay statewheth~r .it ilalil
issued. Cl schedule of fees as envisaged under (i).. Th~ institution.might also
declare its willingness to perform the functionenvisag~under UU, if ,it illlls not
issued a fee schedule, and to perform the function under (iii).

(e) Adviso;X comments regarding deposits

30. Under article 41, paragraph 3, of the UNCITRAL Arbitration Rules, the.arbitral
tribunal shall fix the amounts of any initial or supplementary deposits only after
consultation with the appointing authority, wl)ichmay JIlCl~e ally..pert+n~nt.cOJ!l1!lent it
deems appropriate, if a party so requests and the appOinting authority consents to
perform this function. The institutionmaywisilto indiclll~f!in its (l4J!linistJ;'Citive
procedures its general willingness to do so.

J. Adminis.trative services

31. It shoUld be noted that, under the UNCITRAL Arbitration Rules, this kind of
advice is the only task .relating.to deposits wh~ch.ClJ:lcJPPOinting,autilority!!'Cl}"be
requested .to >fulfil. Thus, if an .in~titution o~feI'stQPerform.anyotb.e:rfunctian.
(e.g. to hold deJ?Ositl:5,to re.rlQer anaccountil)C,J.ther~f),its~~ldbepoiptedqlJ~
that this is a modification of article 41 of the U~I~~rbitJ;'Cl~ion;J~1J1~s.

32. An l'nstitution which is prepared to provide administrative services of a
technical, secretarial nature may describe in its administrative procedures the

-41-



various services offered. Such services may be rendered upon request of the
parties or the arbitral tribunal.

33. In describing the various services, the institution should specify those
services which would not be covered by its general adainistrative fee and which,
therefore, would be billed separately (e.g. interpretation services). The
institution may also wish to indicate which of the services it can provide itself,
with its own facilities, and which it might merely arrange to be renderd by others.

34. The following list of possible administrative services, which is not intended
to be exhaustive, .ay assist institutions in considering and publicizing which
services it may offen

(a) Forwarding of wri tten cc:..unications of a party or the arbitrators,

(b) Assisting the arbitral tribunal in establishing the date, time and place
of hearings, and giving advance notice to the parties (et. art. 25, para 1 ot
UNCITRAL Arbitration Rules),

(c) Providing, or arranging for, meeting roc.s for hearings or deliberations
of the arbitral tribunal,

(d) Arranging for stenograpbic transcripts of hearings,

(e) Assisting in filing or registering arbitral awards in those countries
wbere such filing or registration is required by law,

(f) Providing secretarial or clerical assistance in other respects.

4. AdJlinistrative fee schedule

35. The institution .ay wish to state the fees which it cha~es for its services.
It aight reproduce its adIIinistrative fee schedule or, in the absence thereof,
indicate the basis for calculating its adainistrative fees.

36. In view of the two possible categories of services an institution may offer,
it is reca.ended that the fee for each category be stated separately. Thus, if an
institution offers both categories of service, it may indicate its fees for the
following three functions,

(a) Acting as appointing authority and providing administrative services,

(b) Acting as appointing authority only,

(c) Providingadainistrative services without acting as ~pointing authority.

(In addition to the information and suggestions set forth herein, assistance
aay be obtained frcHi the secretariat of the CoIIIIIission (International Trade Law
Branch, Office of Legal Affairs, United Nations, Vienna Internat.ional ('entre, P.O.
Box 500, A-1400 Vienna, Austria). The secretariat could, for example, provide any
interested institution with copies of theiinstitutional rules or administratiTe
procedures of a given other institution. It .ay also, if so requested, assist in
the drafting of an adainistrative provision or make suggestions in this regard.)
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Notes

y In an introductory part, the inStitution aay wisb to provide, in addition
to tbe customa~ description of its aias and traditional activities, some
information regarding the UNCI'l'RAL,Arbitrtl,tion aules. In particular, it may state
that tbese Rules were adopted in 1976, after extensive deliberations, by tbe united
Nations Coaaission on International 'l'rtl,de Law, that this COIlIIission co~8iatspf.
36 aeaber States representing tbe different legal, 8CODCIIlic and social syst_ and
geograpbicregions of the world, tbatin .tbe prepartl,tion of these Rules, various
interested international organizations and leading. arbitration experts were
consulted, that the General Ass-.bly of the United Nations has r~nded the use
of these Rules for inclusion in international cCRlercial contracts, and tbat tbese
Rule.s have becaae widely known and been accepted around tbe world•
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