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Beyond “Sex Slaves” and “Tiny Terrorists”: Toward a
More Nuanced Understanding of Human Trafficking
Crimes Perpetrated by Da’esh
Caroline A. Fish1

I.

Introduction

In the Sinjar region of northern Iraq, fighters from the terrorist group Da’esh2 swept in
from a nearby base and besieged a Yazidi village.3 In the attack, women and girls were separated
from the men and transported to holding sites where they, terrified, were forced to give up
valuables and sorted into groups of the “married” and “unmarried.”4 The women and girls were
later transported to new sites, brought to “market,” and sold as slaves.5
Meanwhile, online, a Da’esh fighter met a young Muslim student from France.6 In
befriending her, he listened to her describe her life and struggles in France, and he described his
own life in Da’esh-controlled territory, which he called the true land of Allah.7 She began to
feel increasingly isolated in her own country.8 He convinced her to join him in Syria and sent
her 1800 euros for a flight.9 She decided to go, but upon her arrival in Raqqa, Da’esh militants
locked her in a room, confiscated her phone and papers, and told her she would not be released
unless she agreed to marry her recruiter.10 Such a marriage entailed carrying out domestic
duties, maintaining a household, submitting to sex, and bearing children for the so-called
“Islamic State.”11 After 15 days in captivity, she agreed.12
1.

Senior Staff, St. John’s Law Review; Executive Articles Editor, New York International Law Review; International
Honors Program Scholar, St. John’s Center for International and Comparative Law; J.D. Candidate, 2018, St.
John’s University School of Law. This article won the 2017 Albert S. Pergam International Law Writing Competition

2.

This article will use “Da’esh” to refer to the Islamic State, also known by IS, ISIS, or ISIL. See U.S. DEP’T
STATE, SYRIA 2016 HUMAN RIGHTS REPORT 3 (2016).

3.

See Hum. Rts. Council, “They came to destroy”: ISIS Crimes Against the Yazidis, U.N. Doc. A/HRC/32/CRP.2,
¶ 1 (June 15, 2016).

OF

4.

See id. at ¶¶ 30, 44, 47.

5.

See id. at ¶¶ 52–54.

6.

See, e.g., Une Jeune Française Revenue de Syrie Raconte le Djihad, LE FIGARO (June 24, 2015), http://madame.lefigaro.fr/societe/une-jeune-francaise-revenue-du-djihad-en-syrie-raconte-240615-97164. See also Fulya Ozerkan
& Emmanuelle Baillon, Frenchwoman Describes Her Harrowing Journey to ISIS, BUS. INSIDER (June 24, 2015,
9:13PM), www.businessinsider.com/afp-frenchwomans-journey-to-is-in-syria-2015-6.

7.

See, e.g., Une Jeune Française Revenue de Syrie Raconte le Djihad, supra note 6.

8.

See id.

9.

See id.

10.

See id.

11.

See Jasmine Opperman & Claire Davis, Female Foreign Fighters in Syria and Iraq, TERRORISM RES. & ANALYSIS
CONSORTIUM, www.trackingterrorism.org/article/female-foreign-fighters-syria-and-iraq (last visited Nov. 1, 2017).

12.

See Une Jeune Française Revenue de Syrie Raconte le Djihad, supra note 6.
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While the facts of these two stories appear on the surface to present dramatically different
situations, under the international legal definition of human trafficking, both constitute such a
crime.13 However, the second scenario has received much less, if any, attention in discussions of
the trafficking crimes committed by Da’esh and in the conversation about crimes for which the
group should be held accountable.14 This article proposes that human trafficking perpetrated
by the terrorist group in the Syrian Arab Republic and the Republic of Iraq falls into two main
categories — “combat trafficking” and “institutional trafficking” — and that institutional trafficking, although oft-overlooked, merits attention as a crime that requires a differentiated legal
response and accountability strategy.15
The need for accountability is clear. Both the United Nations Security Council (UNSC)
and the General Assembly (UNGA) have taken a strong stance in this regard. In December
2016, the UNSC condemned trafficking perpetrated in conflict situations when it unanimously passed Resolution 2331.16 The Resolution emphasized, in reaction to the acts of
Da’esh, “the importance of collecting and preserving evidence” for future accountability17 and
called for “decisive and immediate action to prevent, criminalize, investigate, prosecute and
ensure accountability of those who engage in trafficking” in all conflicts.18 The following day,
the UNGA passed a resolution to establish an international mechanism to “assist in the investigation and prosecution of persons responsible for the most serious crimes” that have occurred
in the conflict.19 Nine months later, in September 2017, the UNSC took another decisive step
and unanimously requested in Resolution 2379 that the UN Secretary-General “establish an
Investigative Team, headed by a Special Adviser, to support domestic efforts to hold . . .
[Da’esh] accountable.”20 The Resolution expressly names human trafficking as one crime to be
addressed under the team’s mandate.21
Yet, even with these steps toward action, achieving full accountability is a daunting task: It
requires assessing all the crimes that have occurred in the conflict and bringing all perpetrators
to justice in the appropriate court or tribunal. The task is complex and difficult to undertake.
This article does not seek to provide a solution for all the challenges that accompany this
endeavor. Rather, its scope is limited. It seeks to draw attention to and distinguish “institutional trafficking” perpetrated by Da’esh from other forms of trafficking committed in the con13.

See Protocol to Prevent, Suppress and Punish Trafficking in Persons, Especially Women and Children, Nov. 15,
2000, 2237 U.N.T.S. 319 [hereinafter Protocol].

14.

For a general overview of the conflict, see Syria – Timeline, BBC (Oct. 31, 2017), www.bbc.com/news/worldmiddle-east-14703995 (from June 2014, Da’esh “militants declare[d] ‘caliphate’ in territory from Aleppo to eastern Iraqi province of Diyala,” which they controlled until they were largely destabilized and dispersed by attacks
in late 2017).

15.

These terms “combat trafficking” and “institutional trafficking” were crafted for the purposes of this article and
do not constitute legal terms for this form of trafficking.

16.

U.N.S.C., 71st yr., 7847th mtg, U.N. Doc. S/PV.7847 (Dec. 20, 2016).

17.

S.C. Res. 2331, ¶ 11 (Dec. 20, 2016).

18.

Id. at ¶2.

19.

GA Res. 71/248, U.N. Doc. A/RES/71/248 (Dec. 21, 2016). See GA, 71st Session, 66th Plenary Meeting, U.N.
Doc. A/71/PV.66 (Dec. 21, 2016).

20.

S.C. Res. 2379, ¶ 2 (Sept. 21, 2017).

21.

Id.
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flict and discuss possible responses to this under-discussed crime. It views such a discussion as
critical to ensuring that this crime is uniquely recognized in the international community’s
movement toward ending impunity in the conflict.
In the subsequent sections, Part I distinguishes institutional trafficking from combat trafficking, outlining the unique characteristics of this particular crime. Part II then introduces the
framework of the international system of Transnational Criminal Law (TCL) as the system best
suited to addressing institutional trafficking. It looks at how trafficking has been defined within
this system and how the TCL definition of trafficking applies to Da’esh’s acts in cases of institutional trafficking. Part III argues that full accountability is two-fold, requiring recognition of
institutional trafficking and enforcement of its criminalization. It discusses considerations for
enforcement necessary to facilitate a robust legal response to institutional trafficking. This article concludes that it is only with regard to all Da’esh’s sexual and gender-based crimes that the
international community’s legal response and strategy for accountability can ever be considered
adequate or complete.

II. Distinguishing Forms of Trafficking Within Da’esh22
Human trafficking, particularly in the form of sexual slavery, has occurred as a matter of
policy in most major conflicts throughout history.23 Yet, trafficking within Da’esh has presented a historically unique dimension: at its peak of power, Da’esh employed two distinct
forms of trafficking as one of its primary vehicles for subverting other groups and establishing
what it envisions to be a proper “Islamic State.”24
The first of these two forms of trafficking can be described as “combat trafficking,” which
occurred primarily through the active invasion of territory, whereby Da’esh abducted women
and girls and subjected them to sexual slavery. This form of trafficking served to subjugate conquered populations and primarily affected non-Muslim women and girls. The second form of
trafficking by the group can be described as “institutional trafficking,” which occurred outside
the active conflict, whereby Da’esh recruited women and girls to join the group then subjected
them to forced marriage and domestic servitude. It served to develop Da’esh’s power as a statelike entity and has primarily affected Muslim women and girls.
A. Distinguishing Trafficking Crimes: Combat Trafficking
Combat trafficking is widely publicized, documented, and discussed in popular media and
international circles as a form of trafficking, and one constituting an international crime, com22.

This article relies on reports by organizations and journalists to assess Da’esh’s crimes, while seeking to avoid sensational or inaccurate accounts of Da’esh’s actions. See Simon Bonnet, Western Women in Jihad, Triumph of Conservatism or Export of Sexual Revolution?, DIPLOWEB (June 12, 2015), www.diploweb.com/Western-women-injihad-triumph-of.html (discussing anti-Da’esh propaganda that affects the credibility of the real crimes reported).

23.

See, e.g., Patricia Viseur Sellers, Wartime Female Slavery: Enslavement?, 44 CORNELL INT’L L.J. 115, 115–17
(2011).

24.

See Women Under ISIS Rule: From Brutality to Recruitment: Hearing Before the H. Comm. on Foreign Aff., 114th
Cong. 5 (2015) (statement of Rep. Eliot Engel, Ranking Member) (“Sexual violence has a long, dark history as a
tool of war, yet . . . this type of violence is central to [Da’esh] ideology.”) [hereinafter Women Under ISIS].
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mitted by the terrorist group.25 In combat trafficking, through territorial invasion, Da’esh systematically abducted primarily Yazidi and Assyrian Christian women and girls26 and
transported them to areas under Da’esh control.27 In various locations, women and girls were
kept in prisons28 or other buildings maintained for the purpose of holding them in captivity.29
Survivors report that Da’esh fighters conducted an inventory of the captives before either gifting or selling them.30 To facilitate these transfers of ownership, Da’esh established formal markets.31 Within these markets, captives were sold at set prices, according to a verified price list
obtained by UN officials,32 and, at times, Da’esh-run courts issued notarized sales contracts to
certify a transfer of ownership.33
Once gifted or sold, most women and girls were subjected to ongoing sexual abuse. Several survivors described being forced to submit to sex with multiple men in the course of their
captivity, including becoming sexual slaves for entire households.34 One survivor described
how “[Da’esh] militants would come to the house to select girls for their pleasure and take
them away with them.”35 Others were sold for the purposes of “marriage.”36 Many survivors
also described being subjected to reproductive abuse.37
25.

See, e.g., Hum. Rts. Council, supra note 3; Jomana Karadsheh & Chris Jackson, Fighting to bring ISIS to justice
for war crimes against Yazidis, CNN (Oct. 11, 2017, 9:29 AM), www.cnn.com/2017/10/11/middleeast/isisyazidi-war-crimes-tribunal-investigation/index.html.

26.

3,000-4,000 Yazidi women and children and 230 Assyrian Christians have been captured in Da’esh operations.
U.S. DEP’T OF STATE, supra note 2, at 3, 55.

27.

Iraq: ISIS Escapees Describe Systematic Rape, HUM. RTS. WATCH (Apr. 14, 2015, 11:45 PM), www.hrw.org/
news/2015/04/14/iraq-isis-escapees-describe-systematic-rape.

28.

Comm. on the Rts. of the Child, Concluding Observations on the Combined Second to Fourth Periodic
Reports of Iraq, ¶44, U.N. Doc. CRC/C/IRQ/CO/2-4, (Mar. 3, 2015). See also Seivan Salim, Escaped, MAP OF
DISPLACEMENT, www.mapofdisplacement.com/escaped (last visited Nov. 1, 2017) (recounting stories of captives held in prisons in various locations).

29.

Iraq: ISIS Escapees Describe Systematic Rape, supra note 27.

30.

See U.N. Doc. A/HRC/28/18, supra note 27, at ¶ 37; Rukmini Callimachi, ISIS Enshrines a Theology of Rape,
N.Y. TIMES (Aug. 13, 2015), www.nytimes.com/2015/08/14/world/middleeast/isis-enshrines-a-theology-ofrape.html.

31.

U.S. DEP’T OF STATE, TRAFFICKING IN PERSONS REPORT 357 (2016); Comm. on the Rts. of the Child, supra
note 28, at ¶ 44; Hum. Rts. Council, supra note 3, ¶ 2.

32.

Sangwon Yoon, Islamic State Circulates Sex Slave Price List, BLOOMBERG NEWS (Aug. 4, 2015, 7:00 PM),
www.bloomberg.com/news/articles/2015-08-03/sex-slaves-sold-by-islamic-state-the-younger-the-better.

33.

U.S. DEP’T OF STATE, supra note 31, at 207.

34.

See Salim, supra note 28 (interviews with 22-year-old Azhin, 27-year-old Delvin, and 22-year-old Shirin).

35.

Id. (from an interview with 20-year-old Dlo).

36.

See id. (interview of 22-year-old Nasima); AMNESTY INT’L, ESCAPE FROM HELL: TORTURE AND SEXUAL SLAVERY IN ISLAMIC STATE CAPTIVITY IN IRAQ 9 (2014).

37.

Rukmini Callimachi, To Maintain Supply of Sex Slaves, ISIS Pushes Birth Control, N.Y. TIMES (Mar. 12, 2016),
www.nytimes.com/2016/03/13/world/middleeast/to-maintain-supply-of-sex-slaves-isis-pushes-birth-control.html; Comm. of Experts on Terrorism, The Roles of Women in Da’esh: Discussion Paper, CODEXTER (2016)
19, 12 (Oct. 26, 2016), https://rm.coe.int/16806b33a7; U.N. Doc. A/HRC/28/18, supra note 27, at ¶¶ 39, 41.
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Formally, Da’esh resolutely acknowledged its sexual enslavement of “unbelieving
women”38 and institutionalized the crime. Da’esh’s “war spoils” branch processed the women
and children as slaves;39 the group issued rules to be followed in the treatment, ownership, and
sale of captives;40 and Da’esh-affiliated clerics sanctioned giving the women and girls as gifts by
decree and by fatwa.41 Further, two articles issued in Dabiq, the group’s official English-language publication, declared the enslavement of non-Muslim women and girls to be both justified and desirable.42 Through these statements and acts, Da’esh unequivocally admitted and
celebrated its own engagement in the crime of combat trafficking.
B. Distinguishing Trafficking Crimes: Institutional Trafficking
Institutional trafficking is strikingly different from the capture and enslavement of nonMuslim women and girls in combat trafficking.43 While it is relatively easy to feel sympathy
when Da’esh systematically captures individuals from their homes in the midst of conflict and
enslaves them, it is tempting to frame Muslim women and girls who join Da’esh as aspiring terrorists themselves, who only have themselves to blame for any victimization.44
38.

Kenneth Roth, Slavery: The ISIS rules, HUM. RTS. WATCH (Sept. 5, 2015, 10:14 AM), www.hrw.org/news/
2015/09/05/slavery-isis-rules.

39.

Jonathan Landay, Warren Strobel, & Phil Stewart, Exclusive: Seized Documents Reveal Islamic State’s Department
of ‘War Spoils’, REUTERS (Dec. 28, 2015, 1:10 AM), www.reuters.com/article/us-usa-islamic-state-documentsgroup-exc/exclusive-seized-documents-reveal-islamic-states-department-of-war-spoilsidUSKBN0UB0AW20151228.

40.

Roth, supra note 38.

41.

Lisa Davis, Iraqi Women Confronting ISIL: Protecting Women’s Rights in the Context of Conflict, 22 SW. J. INT’L L.
27, 28 (2016).

42.

See The Revival of Slavery Before the Hour, 4 DABIQ 1, 14–17, https://clarionproject.org/docs/islamic-state-isismagazine-Issue-4-the-failed-crusade.pdf (last visited Nov. 1, 2017); Umm Sumayyah al-Muhajirah, Slave-girls or
prostitutes?, 9 DABIQ 1, 44–49 https://clarionproject.org/docs/isis-isil-islamic-state-magazine-issue+9-they-plotand-allah-plots-sex-slavery.pdf (last visited Nov. 1, 2017). But see Bernard Kenneth Freamon, ISIS, Boko Haram,
and the Human Right to Freedom from Slavery Under Islamic Law, 39 FORDHAM INT’L L.J. 245, 249 (2015)
(although Da’esh justifies slavery under Islamic law, many argue its acts are “not justified by any rational interpretation” of such law).

43.

This form of trafficking is also distinct from the plight of local women under Da’esh rule, who likewise have
experienced a myriad of abuses. See Hum. Rts. Council, Report of the Independent International Commission
of Inquiry on the Syrian Arab Republic: Rule of Terror: Living under ISIS in Syria, ¶¶ 16, 20, 32–36, 45, 47–51,
U.N. Doc. A/HRC/27/CRP.3 (Nov. 19, 2014); Comm. of Experts on Terrorism, supra note 37, 9–10, 12.

44.

See, e.g., Robert Sharp, These Jihadi Brides Are Fully Culpable Victims (Feb. 13, 2015), www.robertsharp.co.uk/
2015/02/23/these-jihadi-brides-are-fully-culpable-victims; Aamer Anwar, The ‘Jihadi Bride’: Victim, Scapegoat ...
and Sacrificial Lamb, HERALD SCOT. (Mar. 15, 2015), www.heraldscotland.com/opinion/13205742.the_jihadi_
bride_victim_scapegoat_ and_sacrificial_lamb (“[A] teenage girl brainwashed by Isis, then trafficked to be married off to an unknown Jihadist, has only herself to blame.”).
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The debate as to whether these women and girls are terrorists or victims has opinions on
either extreme. Some wonder whether they are “tiny terrorists” comparable “to the Hitler
Youth”45 or, rather, victims “brainwashed”46 “‘by an appalling death cult.’”47 Some suggest that
radicalized young people are in need of programs similar to those for child soldiers that allow
for a “deprogramming of the hate.”48 Others have threatened that even “women under 18 . . .
will go to jail for a very long stretch,” if they are caught joining Da’esh.49
Rather than characterize all women and girls who join Da’esh as either victims or terrorists, this article distinguishes institutional trafficking from the experiences of those recruits who
embrace Da’esh’s ideology and its activities. Although women and girls who join Da’esh do not
“lend themselves easily to profiling”50 and reports of the crime are thin,51 it is possible to determine that a number of women and girls recruited to join Da’esh were recruited through deception, or abuse of positions of vulnerability, for the purposes of exploitation. These purposes
include forced marriage and domestic servitude.
Da’esh has actively recruited Western women through the Internet,52 and it especially did
so at the height of its territorial acquisitions.53 With a view toward its future as a state-like
entity, Da’esh saw recruiting women and girls as key to the success of its state-building effort.54
Because Da’esh focused on capturing and ruling territory as a “state,” the presence of women in
the group helped ensure that Da’esh thrived.55 Women were considered a “pillar” of the community “whose everyday commitment toward children [would] help more than anything else
in advancing the cause of Jihad.”56
45.

Women Under ISIS, supra note 24, at 26 (statement of Rep. Christopher Smith).

46.

Id. at 3 (statement of Rep. Edward Royce, Chairman, Comm. on Foreign Aff.).

47.

Mah-Rukh Ali, ISIS and Propaganda: How ISIS Exploits Women, REUTERS INST. FOR THE STUDY OF JOURNAL16 (2015), http://reutersinstitute.politics.ox.ac.uk/sites/default/files/research/files/Isis%2520and%2520
Propaganda-%2520How%2520Isis%2520Exploits%2520Women.pdf.

ISM

48.

Women Under ISIS, supra note 24, at 26 (statement of Rep. Christopher Smith).

49.

Threats to the Homeland: Hearing Before the Senate Comm. on Homeland Security and Governmental Aff., 114th
Cong. 22 (2015) (statement of James Comey, Director, Federal Bureau of Investigation).

50.

Women Under ISIS, supra note 24, at 20 (statement of Sasha Havlicek, Chief Executive Officer, Institute for
Strategic Dialogue).

51.

In addition to stigma and fear of liability, this form of trafficking may not be reported because women and girls
are unable to escape alive. See Stephen Loiaconi, Women Drawn to ISIS ‘Utopia’ Despite Reports of Rape, WJLA
(Oct. 12, 2015), http://wjla.com/news/nation-world/women-drawn-to-isis-utopia-despite-reports-of-rape-sexslavery (quoting a terrorism analyst who suggests “likely many” attempt escape “but fail and are executed”).

52.

Jasmine Opperman, Hashtag (#) Jihad: Islamic State (ISIS) Online Recruitment, TERRORISM RESEARCH & ANALYSIS CONSORTIUM, www.trackingterrorism.org/article/hash-tag-jihad-islamic-state-isis-online-recruitment (last
visited Nov. 1, 2017).

53.

From mid-2014, Da’esh gained “military dominance over 127 important places,” a swath of territory it governed
as a so-called “Islamic State.” However, attacks in late 2017 forced the group to relinquish many of its strongholds. Sarah Almukhtar, Troy Griggs, K.K. Rebecca Lai, & Tim Wallace, The Islamic State: From Insurgency to
Rogue State and Back, N.Y. TIMES (Oct. 22, 2017), www.nytimes.com/interactive/2017/10/22/world/middleeast/isis-the-islamic-state-from-insurgency-to-rogue-state-and-back.html.

54.

Women Under ISIS, supra note 24, at 14–15, 18.

55.

Bonnet, supra note 22.

56.

Id.
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To this end, in its recruitment efforts online, Da’esh engaged in gender-specific messaging,
promoting to young girls “the idea of jihadis as love interests, playing up the possibility of an
exciting, adventurous romance with a handsome young warrior who needs and wants you.”57
Recruiters reportedly glorified jihad and spoke of the honor of being a jihadi wife.58 In particular, Da’esh promoted to women “the satisfaction of serving as the emotional and domestic bulwarks of individual fighters and of the newly emergent Caliphate.”59 Da’esh also encouraged
married women to leave their husbands and join the group on the basis that their marriages
were offensive to Islamic law.60
Women and girls experiencing isolation and discrimination in Western countries were
particularly vulnerable to the calls of Da’esh.61 Da’esh offered them love, recognition, and the
reassurance that they would be cared for by people who understood them.62 In some cases,
their recruitment online was undertaken by a “loverboy” who wooed the woman or girl.63 In
other instances, women themselves served as “propagandists and recruiters” in a “peer-to-peer”
marketing strategy.64 For example, in Spain, a woman was arrested for recruiting teenage girls
online and for arranging their travel to Syria.65 Another British woman, Aqsa Mahmood, maintained Twitter and Tumblr accounts through which she portrayed life with Da’esh and urged
other women and girls to join her.66 Ultimately, Da’esh’s compelling, albeit distorted,67 message
enticed a number of women and girls, who made up approximately 12% of all of Western
recruits, as reported in 2016.68
57.

Opperman, supra note 52.

58.

Ashley Binetti, A New Frontier: Human Trafficking and ISIS’s Recruitment of Women from the West, GEO. INST.
WOMEN, PEACE AND SECURITY 3 (2015), https://pdfs.semanticscholar.org/9be3/ea35dc650270ba02585f790da1b51dbbaa30.pdf.
FOR

59.

Isha Aran, Becoming Mujahida, JEZEBEL (Aug. 8, 2014), http://jezebel.com/becoming-mujahida-recruiting-western-wives-for-islamis-1617224894.

60.

Umm Sumayyah al-Muhājirah, They Are Not Lawful Spouses for One Another, 10 DABIQ 1, 44, http://clarionproject.org/wp-content/uploads/Issue%2010%20-%20The%20Laws%20of%20Allah%20or%20the%20Laws%20of%20Men.pdf (last visited Nov. 1, 2017).

61.

Comm. of Experts on Terrorism, supra note 37, at 4.

62.

See id.; Erin Marie Saltman & Melanie Smith, ‘Till Martyrdom Do Us Part’: Gender and the ISIS Phenomenon,
INST. STRATEGIC DIALOGUE 10 (2015).

63.

FONDATION SCELLES, Terrorism and Sexual Exploitation, in 4TH GLOBAL REPORT: PROSTITUTION: EXPLOITATION, PERSECUTION, REPRESSION 82, 90 (2016); Susan S. M. Edwards, Cyber-Grooming Young Women for Terrorist Activity: Dominant and Subjugated Explanatory Narratives, in CYBERCRIME, ORGANIZED CRIME, AND
SOCIETAL RESPONSES: INTERNATIONAL APPROACHES 23, 27–28 (Emilio C. Viano ed., 2017).

64.

Women Under ISIS, supra note 24, at 6 (statement of Sasha Havlicek, Chief Executive Officer, Institute for Strategic Dialogue).

65.

Jacqueline Klimas, Islamic State Uses Women to Recruit, Raise Next Generation of Fighters, WASH. TIMES (July 29,
2015), www.washingtontimes.com/news/2015/jul/29/islamic-state-uses-women-to-recruit-raise-next-gen.

66.

Ali, supra note 47, at 15; Tim Molloy, How ISIS Uses Sexual Predators’ Techniques to Lure Western Women (Podcast), PBS (Nov. 12 , 2014), www.pbs.org/wgbh/frontline/article/how-isis-uses-sexual-predators-techniques-tolure-western-women-podcast.

67.

Binetti, supra note 58, at 2; FONDATION SCELLES, supra note 63, at 9–10 (“The reality of life in the IS is very
different from the image presented to young girls.”).

68.

Comm. of Experts on Terrorism, supra note 37, at 2.
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However, some women and girls reported that, once recruited, they were held captive,
forced into marriages and domestic servitude, and sexually abused in Da’esh territory.69 One
woman recruited from France described how she was locked up with other women upon her
arrival in Syria.70 Her phone and papers were confiscated, and she was forced into a marriage
with a Da’esh fighter.71 She described the situation as follows: “We are merchandise for the
men, they have a list: ‘I want this kind of woman of that age.’”72
Far from becoming “jihadi power-girl[s],”73 many women and girls who arrived in Da’eshcontrolled territory were quickly married74 and denied any ability to choose or refuse their husbands.75 One survivor, who escaped, stated that a Da’esh fighter tried to force her into a marriage she did not want and that the would-be husband attacked her for refusing.76 After being
married off, some women and girls described then being “passed around” by their new husbands to have sex with different fighters.77 One woman stated that she was given to a fighter
who told her “as she was his gift, he could give her to his friends and colleagues.”78
In addition to forced marriage and sexual abuse, female recruits were also expected to fulfill domestic roles commensurate with their standing as women or girls in the strictly patriarchal society,79 and contrary to propaganda suggesting they might become militants
themselves.80 According to a Da’esh guidebook, women recruited to the group were expected
69.

The U.S. State Department also reports that some who went to Syria “with promises of marriage” were “sold into
sexual slavery.” U.S. DEP’T OF STATE, supra note 31, at 360.

70.

Ozerkan & Baillon, supra note 6.

71.

Une Jeune Française Revenue de Syrie Raconte le Djihad, supra note 6.

72.

Ozerkan & Baillon, supra note 6.

73.

Women Under ISIS, supra note 24, at 3.

74.

See, e.g., Opperman & Davis, supra note 11 (quoting a teenager who was married immediately because “[t]hat’s
the process here. They don’t let a girl stay alone.”).

75.

Binetti, supra note 58, at 4. See, e.g., Une Jeune Française Revenue de Syrie Raconte le Djihad, supra note 6.

76.

Binetti, supra note 58, at 4.

77.

Id. at 4. See, e.g., Lizzie Dearden, Isis Austrian poster girl Samra Kesinovic ‘used as sex slave’ before being murdered for
trying to escape, IND. (Dec. 31, 2015, 11:00 GMT), www.independent.co.uk/news/world/middle-east/isis-austrian-poster-girl-samra-kesinovic-used-as-sex-slave-before-being-murdered-for-trying-to-a6791736.html.

78.

Binetti, supra note 58, at 4.

79.

David Cook, Women Fighting in Jihad?, 28 STUD. CONFLICT & TERRORISM 375, 379 (2005).

80.

Compare Ali, supra note 47, at 16 (describing propaganda where women and girls are shown with Kalashnikov
rifles) with Opperman & Davis, supra note 11, and Cook, supra note 79, at 379 (stating women in Da’esh rarely
fight and must have permission to do so).

NYILR Winter 2018.book Page 9 Tuesday, June 5, 2018 2:08 PM

Winter 2018]

Beyond “Sex Slaves” and “Tiny Terrorists”

9

to “tak[e] care of husbands’ children and property,” “encourage[ their men,” and ”patiently
bear[] all the consequences thereof.”81 Raising children was touted as “the most important role
women can play in Jihad,”82 and the women’s “fundamental function” was to stay behind
closed doors.83 Women were permitted to go outside only “in exceptional circumstances,” and
if they did, they had to obey strict “guidelines” on behavior and dress.84
In addition, some women and girls reported that Da’esh used extreme violence as a means
of intimidation and control.85 Experiences included witnessing or being subjected to “domestic
violence, honor killings, stonings, beheadings, [and] female genital mutilation.”86 Disobedience alone invoked “the most severe physical punishments,”87 and a woman or girl could face
death for attempting escape.88 One woman reported that before she herself escaped, a disobedient recruit was “eviscerated and chopped up into several pieces.”89
The experiences of women and girls who decided to join Da’esh and instead found themselves trapped in situations of exploitation are decidedly different from those who were
recruited but who embrace Da’esh’s regime and ideology, serving as its active promoters.90
Those recruits can be described as “committed actors accomplishing a goal they view as fundamental to their faith” and fully aware of Da’esh’s vision.91 To the contrary, women and girls
who survived institutional trafficking did not revel in the reality of life with Da’esh; rather,
their experience was one of deceptive recruitment and subsequent exploitation.

III. Framework to Address Institutional Trafficking
Combat trafficking is often discussed as an international crime requiring a response from
the International Criminal Law (ICL) system.92 Yet, the ICL system may not be the ideal
81.

Opperman & Davis, supra note 11.

82.

Id.

83.

Quilliam Translation and Analysis of Islamic State Manifesto on Jihadist Brides, QUILLIAM FOUND. (Feb. 5, 2015),
www.quilliaminternational.com/quilliam-translation-and-analysis-of-islamic-state-manifesto-on-jihadist-brides.

84.

Josh Halliday, Female Jihadis Publish Guide to Life Under Islamic State, THE GUARDIAN (Feb. 5, 2015, 5:08 AM),
www.theguardian.com/world/2015/feb/05/jihadist-girl-marry-liberation-failed-islamic-state.

85.

Loiaconi, supra note 51.

86.

Binetti, supra note 58, at 4.

87.

Women Under ISIS, supra note 24, at 30 (statement of Edward Watts, Director and Producer, Escaping ISIS).

88.

See, e.g., Jamie Grierson and Vikram Dodd, British Girl Believed Killed in Syria ‘Was Too Scared to Flee Isis,’ THE
GUARDIAN (Aug. 12, 2016, 1:46 PM), www.theguardian.com/world/2016/aug/12/british-girl-believed-killedin-syria-was-too-scared-to-flee-isis; Lizzie Dearden, supra note 77.

89.

Binetti, supra note 58, at 4.

90.

Comm. of Experts on Terrorism, supra note 37, at 3.

91.

Comm. of Experts on Terrorism, supra note 37, at 3.

92.

See, e.g., Amal Clooney, ‘Finally, We Have A Coordinated Effort To Bring ISIS To Justice,’ HUFFINGTON POST
(Sept. 22, 2017, 8:32 PM), www.huffingtonpost.com/entry/amal-clooney-isis_us_59c569bae4b01cc57ff22947.
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forum to address Da’esh’s institutional trafficking crimes.93 Rather, Da’esh’s institutional trafficking crimes will likely need to be addressed under the Transnational Criminal Law system.
At its most basic elements, the TCL system is an “indirect system” of interstate obligations to
enact and enforce certain national penal laws.94 In the TCL system, crime control treaties set
forth state obligations to suppress crimes with transnational aspects, like trafficking, and to
cooperate in the investigation and prosecution of such activity.95 This section focuses on the
institutional skeleton of the TCL system, how trafficking has been interpreted and defined to
date within this system, and how the TCL definition of trafficking applies to Da’esh’s acts of
institutional trafficking.
A. The Transnational Criminal Law System
The United Nations Convention on Transnational Organized Crime (“Organized Crime
Convention”)96 and its accompanying protocols, counterterrorism conventions, and bilateral
extradition and mutual legal assistance treaties all form part of the “fabric” of TCL.97 Within
this fabric, the Protocol to Prevent, Suppress and Punish Trafficking in Persons, Especially
Women and Children (“Protocol”) contains the international legal definition of trafficking.98
Of these instruments, the Organized Crime Convention and the Protocol are inextricably
linked: A state must ratify the Organized Crime Convention before it can ratify the Protocol,
and no state party to the Organized Crime Convention is bound by the Protocol until it ratifies
it.99 Together, these instruments apply to any transnational trafficking offence that involves an
organized criminal group and constitutes a “serious crime.”100
For the implementation of the Convention and the Protocol, member states are obliged to
undertake a number of steps, three of which are key to prosecuting trafficking: they must ratify
the Organized Crime Convention and the Protocol; they must enact penal statutes criminalizing behavior within the international definition of trafficking; and they must provide jurisdiction for trafficking crimes that allows them to prosecute, at a minimum, crimes committed on
their territory or on board their vessels or aircrafts.101 The Organized Crime Convention and
Protocol further urge states to enter into extradition and mutual legal assistance treaties to bet93.

An in-depth discussion of the many ways in which the ICL system may not effectively address institutional trafficking is beyond the scope of this article. However, one key consideration is that Da’esh’s acts in institutional
trafficking very arguably do not meet the threshold contextual elements of a war crime or a crime against
humanity. See Rome Statute of the International Criminal Court, Arts. 7, 8, July 17, 1998, 2187 U.N.T.S. 90.

94.

Neil Boister, ‘Transnational Criminal Law’? 14 EUR. J. INT’L L. 953, 962 (2003); Dan E. Stigall & Christopher
L. Blakesley, Non-State Armed Groups and the Role of Transnational Criminal Law During Armed Conflicts, 48
GEO. WASH. INT’L L. REV. 1, 4 (2015).

95.

Stigall, supra note 94, at 4; Boister, supra note 94, at 954, 966.

96.

United Nations Convention Against Transnational Organized Crime, Nov. 15, 2000, 2225 U.N.T.S. 209 [hereinafter Convention].

97.

Stigall, supra note 94, at 4, 10, 12, 19; Boister, supra note 94, at 966.

98.

Protocol, supra note 13.

99.

ANNE T. GALLAGHER, THE INTERNATIONAL LAW OF HUMAN TRAFFICKING 73 (2010).

100. Convention, supra note 96, at art. 2 (a “serious crime” is conduct punishable by a “maximum deprivation of liberty of at least four years or a more serious penalty”).
101. See Convention, supra note 96, at art. 15; U.S. DEP’T OF STATE, supra note 31, at 36–37.
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ter cooperate with others in prosecuting trafficking,102 and the Organized Crime Convention
sets forth a broad “extradite or prosecute” principle.103 Under this principle, states may confer
extraterritorial jurisdiction for trafficking crimes through laws that enable states to prosecute
any offenders found present on their territory.104 Under these mechanisms, TCL aims to ensure
the prosecution of all perpetrators of trafficking.
B. The Definition of Trafficking in Transnational Criminal Law
The Protocol definition of trafficking has three main elements: an act, a means,105 and a
purpose. The acts enumerated are the “recruitment, transportation, transfer, harbouring or
receipt of persons.”106 These acts include both the “process” of trafficking (recruitment, transportation, transfer) and the “end situation” (harbor, receipt).107 The means is by
the threat or use of force or other forms of coercion, of abduction, of fraud,
of deception, of the abuse of power or of a position of vulnerability or of the
giving or receiving of payments or benefits to achieve the consent of a person having control over another person.108
Specifically, the travaux préparatoires of the Protocol explain that “an abuse of a position of
vulnerability” includes “any situation in which the person involved has no real and acceptable
alternative but to submit to the abuse.”109 Positions of vulnerability that might be abused by a
trafficker include all “the factors that make persons, especially women and children, vulnerable
to trafficking,” and the Protocol includes an open-ended list of examples “such as poverty,
underdevelopment, and lack of equal opportunity.”110 Some domestic jurisdictions have also
specifically acknowledged “discrimination” as a factor contributing to a person’s vulnerability to
trafficking.111 Moreover, the Protocol makes clear that people under 18 are considered trafficked if they “are recruited, transported, held, or received for exploitation, regardless of the
methods used to recruit, transport, hold, or receive them.”112
102. Convention, supra note 96, at arts. 16, 18.
103. Id. at art. 15.
104. Id. at art. 15; The obligation to extradite or prosecute (aut dedere aut judicare): Final Report of the International Law
Commission, ¶¶ 10, 33, UNITED NATIONS (2014). See Caroline Fish, Extraterritorial Human Trafficking Prosecutions: Eliminating Zones of Impunity Within the Limits of International Law and Due Process, 91 ST. JOHN’S L.
REV. 529, 543–44 (2017).
105. For children under 18, “means” are not required. Protocol, supra note 13, at art. 3(c).
106. Id. at art. 3(a).
107. GALLAGHER, supra note 99, at 30.
108. Protocol, supra note 13, at art. 3(a).
109. Beverly Balos, The Wrong Way to Equality: Privileging Consent in the Trafficking of Women for Sexual Exploitation,
27 HARV. WOMEN’S L.J. 137, 162 (2004); Kara Abramson, Beyond Consent, Toward Safeguarding Human Rights:
Implementing the United Nations Trafficking Protocol, 44 HARV. INT’L L.J. 473, 477 (2003).
110. Cheryl Nelson Butler, Kids For Sale: Does America Recognize Its Own Sexually Exploited Minors As Victims of
Human Trafficking?, 44 SETON HALL L. REV. 833, 863 (2014); Protocol, supra note 13, at art. 9(4).
111. See, e.g., 22 U.S.C. § 7101(b)(4) (2000).
112. Abramson, supra note 109, at 496.
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Ultimately, the act and means must be done “for the purpose of exploitation.”113 Exploitation under this definition includes “the exploitation of the prostitution of others or other forms
of sexual exploitation, forced labour or services, slavery or practices similar to slavery, servitude,
or the removal of organs.”114 This list is open-ended and non-exhaustive.115 Other forms of
exploitation that are non-enumerated but considered within the definition of “exploitation”
include trafficking for forced marriage and trafficking for domestic servitude.116 Furthermore,
“for the purpose of ” entails a mens rea of intending the action—and, in cases of adults, the
means—to lead to the specified end result.117
For the purposes of “slavery” means that the end result intended is a situation where the
perpetrator exercises “any or all of the powers attaching to the right of ownership” over the victim.118 The powers attaching to the right of ownership include that the individual may be
made an object of purchase and the ownership may be transferred.119 For the purpose of “practices similar to slavery” entails an end result where the victim is subjected to a “servile status,”
including servile forms of marriage and certain forms of exploitation of children.120
Closely related to “practices similar to slavery,” “servitude” is not clearly defined in international law, although it is commonly understood to entail “less far-reaching forms of restraint”
than slavery.121 The UN Office on Drugs and Crime (UNODC) Model Law on Trafficking
suggests that servitude includes “the obligation to work or to render services from which the
person in question cannot escape and which he [or she] cannot change.”122 Likewise, “sexual
exploitation” is undefined in the Protocol.123 A broad definition of “sexual exploitation” is used
by the UN, which defines it as “any actual or attempted abuse of a position of vulnerability, differential power, or trust, for sexual purposes, including but not limited to, profiting monetarily,
socially or politically from the sexual exploitation of another.”124 The UNODC Model Law
proposes a more narrow definition that entails the obtaining of “benefits” by involving a person
in “sexual services.”125
Despite some lack in definitional clarity as regards certain forms of “exploitation,” the very
inclusion of several tiers of exploitation under the Protocol, from slavery to sexual exploitation,
serves to refute any limitation of the definition of trafficking to the most extreme forms of
113. Protocol, supra note 13, at art. 3(a).
114. Id.
115. See GALLAGHER, supra note 99, at 35.
116. See id. at 196.
117. Id. at 34.
118. Id. at 179.
119. Id. at 184.
120. See Supplementary Convention, supra note 118, at art. 1(c) & (d).
121. GALLAGHER, supra note 99, at 182.
122. Id. at 37, footnote 109. This same definition has been endorsed by the European Commission on Human
Rights. Id. at 182, n. 218.
123. Id. at 38–39, n.118.
124. Id. at 39, n.118.
125. Id. at 39, n.118.
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“slavery” and “practices similar to slavery.”126 Rather, the Protocol clearly indicates that trafficking is to be understood to encompass situations of lesser restriction and those situations that
involve agency on the part of the victim.127
The Protocol, through its enumerated list of coercive “means” by which a perpetrator might
traffic an individual, sets out a number of situations where the agency of the victim is made
“irrelevant” by behavior that “undermine[s] consent.”128 Framed in terms of vulnerabilities,
rather than consent,129 the Protocol’s definition of trafficking encompasses, for example, a situation where an individual consents to be smuggled across a border or willingly seeks the services
of labor recruiters but then is forced into exploitative labor or “deceived as to the terms or nature
of her employment.”130 This definition of trafficking addresses numerous forms of vulnerability
and encompasses a range of acts, means, and purposes for which a person might be trafficked.131
C. Da’esh’s Crimes Under the Transnational Criminal Law Definition of Trafficking
Combat trafficking readily fits the definition of trafficking. Through abduction from their
villages, women and girls were held captive, and their captors exercised “powers attaching to the
right of ownership” over them, including subjecting them to purchase and sale. Such acts rise to
the highest tier of exploitation: slavery. However, it is in institutional trafficking that the
breadth and nuance of the TCL definition of trafficking becomes critical.
The experiences of women and girls recruited to join Da’esh are multi-faceted and can
include aspects of agency and victimization. Critically, the phenomenon of women and girls
joining Da’esh can be seen as a politically expressive act.132 However, under the TCL definition
of trafficking, seeing women and girls recruited to Da’esh as empowered agents making a
choice133 does not excuse eliding the reality that these same women and girls may be exploited
once they arrive in Syria. An initial act of agency does not automatically entail consent to a situation of violation and oppression.
126. Janie Chuang, Exploitation Creep and the Unmaking of Human Trafficking Law, 108 AM. J. INTL. L. 609, 632–34
(2014); GALLAGHER, supra note 99, at 177–78. In the international human rights system, the European Court
of Human Rights also has rejected a narrow construction of “trafficking” as only applying to conditions of slavery and servitude. See Affaire Chowdury et Autres c. Grèce, 21884/15, Judgment, ¶¶ 99–100 (Mar. 30, 2017).
127. See Chuang, supra note 126, at 636 (“[T]he vast majority of trafficked persons’ narratives begin with an act with
agency—a desire to move or to search for a livelihood.”).
128. Balos, supra note 109, at 161–64.
129. Butler, supra note 110, at 862–63 (“[V]ulnerability, rather than consent . . . is the yardstick for developing antitrafficking policy”).
130. Abramson, supra note 109, at 481–82.
131. Id. at 496.
132. See CARON E. GENTRY AND LAURA SJOBERG, BEYOND MOTHERS, MONSTERS, AND WHORES: THINKING
ABOUT WOMEN’S VIOLENCE IN GLOBAL POLITICS 115–16 (2015) (ebook) (implying that at least some
women’s “participation is either voluntary or political.”).
133. See Anne Aly, ‘Jihadi Brides’ Aren’t Oppressed. They Join Isis for the Same Reasons Men Do, THE GUARDIAN (Mar.
3, 2015, 16:36 EST), www.theguardian.com/commentisfree/2015/mar/04/jihadi-brides-arent-oppressed-theyjoin-isis-for-the-same-reasons-men-do.
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Further, the proper approach to institutional trafficking under the TCL definition is one
that acknowledges that in the same group of recruits there could be both women who experience victimization and those who do not. Some women, indeed, may join Da’esh and become
propagandists and recruiters themselves. Even if they, too, were deceptively recruited, it is
another matter to turn into active promulgators of Da’esh’s violence.134 Rather, addressing
institutional trafficking requires an individual assessment of the facts of each woman or girl’s
experience on a case-specific basis.
A case of institutional trafficking under the TCL definition occurs each time Da’esh
recruits, transports, transfers, harbors or receives a woman or girl transnationally, through coercion, deception, or the abuse of a position of vulnerability, primarily for the purposes of forced
marriage and domestic servitude. The individual perpetrators of this crime are all those who
participate in the chain of trafficking, from the recruiter to the eventual “husbands” of the
woman or girl. This chain includes those who arrange for her travel and those who receive her
and force her into a marriage.
The means involve, where it concerns an adult woman, deception at the first stage of
recruitment and transportation. Through propaganda and promises, recruiters may convince a
woman that she will have romance and even a choice as to whom she will marry and how she
will contribute to the jihadist cause. The recruiters successfully convey all the promising ways
her life will be better when she joins the group. Further, at the recruitment stage, perpetrators
may exploit a particular aspect of this woman’s vulnerability: the discrimination she faces and
her isolation as Muslim woman in the West. The perpetrators take advantage of this vulnerability to convince her to join them.
After a woman joins Da’esh, in a case of institutional trafficking, the means used to keep
her there include threats, use of force, or the abuse of power or a position of vulnerability. In
addition to physical violence to the woman herself, Da’esh fighters may kill or beat other female
recruits as a threat of what happens to those who defy them or try to escape. Even where there is
no physical violence, a woman may be in a position of vulnerability in that she has no real and
acceptable alternative but to submit to marriage with any fighter who picks her, to carry out
domestic duties, and to bear children for him. The perpetrators may also take away travel documents and means of communication and confine her, which further isolates the woman and
exacerbates her vulnerability. As for girls under 18 deceived into joining Da’esh, they are trafficked regardless of the means employed to recruit and hold them in situations of exploitation.
The exploitive purposes for which a woman or girl might be trafficked include forced
marriage, domestic servitude, or sexual exploitation. While it is not clear that powers attaching
to the right of ownership are exercised over the women and girls, those trafficked into the
group may find themselves forced into marriages they do not want, subjected to rape, and faced
with the possibility of bearing children for Da’esh, regardless of their actual wishes. Further, the
servitude to which they may be subjected includes being forced to carry out domestic duties,
134. See, e.g., Statement of the Prosecutor of the International Criminal Court, Fatou Bensouda, at the opening of Trial in
the case against Dominic Ongwen, INT’L CRIM. CT. (Dec. 6, 2016), www.icc-cpi.int/legalAidConsultations?name=2016-12-06-otp-stat-ongwen (“[H]aving suffered victimization in the past is not a justification . . .
to victimise others”).
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child rearing, and maintaining the homes of Da’esh fighters. There are also aspects of sexual
exploitation present in certain situations, where the perpetrators benefit from the sexual abuse
of the women and girls. These benefits can include any benefits gained by offering the sexual
services of the forced wife to friends and colleagues. Furthermore, the perpetrator gains social,
political, and religious benefits by the exploitation of these forced wives, as it is through these
marriages and any subsequent childbearing that the perpetrators of this form of trafficking participate in the promulgation of the future generation of jihadists.
Finally, this form of trafficking is perpetrated by individuals with the intent to exploit
women and girls through forced marriage and domestic servitude, as evidenced by the fact that
perpetrators readily deceive women and girls and exert rigid control through often-violent means
in order to guarantee these women and girls participate as wives and mothers in Da’esh’s envisioned Islamic utopia. Ultimately, institutional trafficking resembles a classic case of transnational human trafficking: It has a transnational aspect, involves an organized criminal group, and
constitutes the “serious crime” of trafficking under the Organized Crime Convention and Protocol. As such, the TCL system provides a clear avenue for addressing this form of trafficking.

IV. Da’esh Accountability: Recognition and Enforcement
In devising effective accountability mechanisms for Da’esh’s institutional trafficking
crimes, the effort is two-fold: it requires both (1) recognition of the crimes that have occurred
and (2) enforcement of the law against the crimes that have occurred. The first of these, recognition, is not a matter of recognition as a matter of law because TCL provides a comprehensive
legal definition of trafficking that encompasses these trafficking crimes. Rather, recognition is a
matter of a political and institutional will to address this form of trafficking amongst competing demands and in face of the many different crimes that must be addressed. The second of
these, enforcement, is a matter of mobilizing the appropriate mechanism for accountability.
Where properly marshaled into action, the TCL system can ensure full accountability for institutional trafficking.
A. Recognition: The Will to Recognize Institutional Trafficking As Trafficking
While combat trafficking fits more readily into traditional notions of a crime with “ideal
victims,”135 institutional trafficking falls into a more controversial debate on female agency.
Currently, women and girls who join Da’esh are far more likely to be criminalized than recognized as survivors of victimization. One 16-year-old girl recruited by Da’esh militants currently
faces the death penalty in Iraq.136 Other women who claim to be escapees of their militant
abusers have been arrested and prosecuted for supporting the group.137 Women and girls
135. Rose Corrigan & Corey S. Shdaimah, People With Secrets: Contesting, Constructing, and Resisting Women’s Claims
About Sexualized Victimization, 65 CATH. U. L. REV. 429, 437 (2016) (describing characteristics of a so-called
“ideal victim”).
136. German Authorities Fight to Stop Teenage Isis Bride Being Executed by Iraqi Authorities, IND. (Sept. 6, 2017, 13:51
BST), www.independent.co.uk/news/world/middle-east/germany-isis-bride-teenage-schoolgirl-execution-iraqlinda-wenzel-stop-a7931866.html.
137. See, e.g., Janene Pieters, Woman Back in NL After ISIS Escape; Arrested in Schiphol, NL TIMES (Aug. 2, 2016, 7:32
AM), http://nltimes.nl/2016/08/02/woman-back-nl-isis-escape-arrested-schiphol.
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“freed” by Iraqi forces have been placed into prisoner-of-war camps, where they are shamed and
threatened with death for joining Da’esh.138 In some instances, both Da’esh recruiters and their
recruited have been swept up in raids and treated equally as criminals.139 Yet, it is only through
recognizing this form of trafficking that jurisdictions can resist the “historic invisibility” of
crimes against women and girls and provide meaningful redress to survivors.
History is rife with examples of failures to acknowledge and effectively prosecute sexual
and gender-based crimes.140 For one, following World War II, sexual slavery was not prosecuted at all in the International Military Tribunal (IMT) in Germany and charged in the IMT
in Japan without success.141 The incredible inadequacy of the IMTs to address the sexual
crimes that occurred in World War II motivated activists to push for the express recognition of
sexual violence in conflict, including sexual slavery, in later international mechanisms.142 However, as the ad hoc tribunals of the 1990s would reveal, mere enumeration of sexual crimes in a
statute did not guarantee accountability.143 For instance, while the ICTR Statue listed rape,
enforced prostitution, and “any form of indecent assault” as crimes against humanity and war
crimes, they were not initially charged at the ICTR.144
It was mainly through the work of activists “lobbying to get prosecutors to pay attention
to sexual offenses”145 and through the responsiveness of judges to these issues that any sexual
crimes ever were prosecuted in the ICTR.146 Yet, even after the ICTR Prosecutor brought the
first charges and convictions for sexual and gender-based crimes in the Akayesu case,147 this success was short-lived.148 Pervasive investigative and prosecutorial “errors, missteps, and omissions” meant that many victims’ testimonies were excluded in other cases, which ultimately
resulted in the acquittal of several perpetrators for their sexual crimes.149
138. Katrin Kuntz & Marcel Mettelsiefen, A German Love Story Goes Awry in the ‘Caliphate, SPIEGEL ONLINE (Sept.
29, 2017, 5:34 PM), www.spiegel.de/international/world/isis-a-german-love-story-goes-awry-in-the-caliphate-a1170226.html.
139. See Spain IS: Seven Held in Raids on Women Recruiters, BBC (Dec. 16, 2014), www.bbc.co.uk/news/worldeurope-30492509 (reporting “[s]even people have been detained in Spain and Morocco in raids targeting a network recruiting women to join [Da’esh]” and “[a] 14-year-old girl and a woman were arrested . . . on suspicion of
trying to join [Da’esh]”).
140. See, e.g., Kelly D. Askin, Prosecuting Wartime Rape and Other Gender-Related Crimes Under International Law:
Extraordinary Advances, Enduring Obstacles, 21 BERKELEY J. INT’L L. 288, 295 (2003).
141. Sellers, supra note 23, at 118–20; Theodor Meron, Rape as a Crime Under International Humanitarian Law, 87
AM. J. INT’L L. 424, 425–26 (1993).
142. GALLAGHER, supra note 99, at 211.
143. See, e.g., Beth Van Schaack, Obstacles on the Road to Gender Justice: The International Criminal Tribunal for
Rwanda as Object Lesson, 17 J. GEND. SOC. POL’Y & L. 361 (2009).
144. Statute of the International Criminal Tribunal for Rwanda, S/Res/955, Nov. 8, 1994, art. 4.
145. Janet Halley, Rape at Rome: Feminist Interventions in the Criminalization of Sex-Related Violence in Positive International Criminal Law, 30 MICHIGAN J. INT’L L. 1, 16 (2008).
146. See, e.g., Michelle Jarvis, An Emerging Gender Perspective on International Crimes, in INTERNATIONAL CRIMINAL
LAW DEVELOPMENTS IN THE CASE LAW OF THE ICTY 182–84 (Gideon Boas & William A. Schabas, eds.
2003).
147. Halley, supra at note 145, at 17.
148. Van Schaack, supra note 143, at 373–74.
149. Id. at 373–74.
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These historic failures on the international level show that lack of acknowledgment and
prioritization of sexual and gender-based crimes has consequences that “reverberate through
subsequent proceedings and cases.”150 This phenomenon is not unique to international criminal law. Rather, domestic jurisdictions share the same problems of failing to effectively
acknowledge, prosecute, and provide redress for sexual and gender-based crimes.151 In particular, many states still regularly overlook or criminalize trafficking victims, failing to identify
them as victims at all.152
Yet, recognition is a critical element of providing survivors with meaningful redress. Such
redress entails recognizing criminal offences both in word and in deed so that justice may truly
be “done” and “seen to be done.”153 A striking example of this need for meaningful redress lies
in the story of the so-called “comfort women,” who were failed by the IMT in Japan. For over
20 years, survivors of these crimes sat in protest before the Japanese embassy in Korea, waiting
for official recognition of the crimes.154 Although official recognition and closure still remains
tenuous,155 an informal “people’s tribunal” was constituted in the early 2000s to symbolically
“prosecute” the Emperor and the state of Japan, albeit decades after the actual crimes
occurred.156 As this situation demonstrates, recognizing sexual crimes at the outset of the pursuit of accountability can prevent decades of ongoing anguish and enable survivors to see justice done in their lifetimes.157
Meaningful redress also entails enabling survivors of sexual and gender-based crimes to
access state resources in their pursuit of justice.158 UNSC Resolution 2331 recognizes this critical link between recognition, redress, and access to resources, affirming, “[V]ictims of trafficking in persons in all its forms, and of sexual violence, committed by terrorist groups should be
classified as victims . . . with the purpose of rendering them eligible for official support, recognition and redress.”159 In this spirit, the UNSC called on states to “implement robust victim,
and possible victim, identification mechanisms and provide access to protection and assistance
150. Id. at 375.
151. See Aaron Horth, Toward a Comprehensive Gender-Based Violence Court System, 24 B.U. PUB. INT. L.J. 221
(2015) (discussing “America’s legal history of ambivalence” to gender-based violence, including domestic violence and sexual assault).
152. See U.S. DEP’T OF STATE, supra note 31, at 26.
153. HILMI M. ZAWATI, FAIR LABELLING AND THE DILEMMA OF PROSECUTING GENDER-BASED CRIMES
INTERNATIONAL CRIMINAL TRIBUNALS 3–4 (2014).

AT THE

154. Jessica Chin, Weekly ‘Comfort Women’ Protest at Japan Embassy in Seoul in its 24th Year, JOURNALISM WITHOUT
WALLS (July 14, 2016), www.journalismwithoutwalls.com/korea2016/photo-essays/comfort-woman-demonstration.
155. Japan / S. Korea: “The long awaited apology to ‘comfort women’ victims is yet to come,” OFF. OF THE U.N. HIGH
COMM’R
FOR
HUM.
RTS.
(Mar.
11,
2016),
www.ohchr.org/EN/NewsEvents/Pages/DisplayNews.aspx?NewsID=17209.
156. See The Prosecutors and the Peoples of the Asia-Pacific Region v. Hirohito Emperor Showa et al., Case No PT2000-I-T, Judgement, The Women’s International War Crimes Tribunal For the Trial of Japan’s Military Sexual
Slavery, ¶¶1-6 (Dec. 4, 2001)
157. See M. Cherif Bassiouni, Perspective on International Criminal Justice, 50 VA. J. INT’L L. 269, 294 (2010).
158. Corrigan & Shdaimah, supra note 135, at 483.
159. S.C. Res. 2331, ¶ 10 (Dec. 20, 2016).
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for identified victims without delay.”160 Without recognition, survivors remain unidentified, or
are denied support and resources, and true accountability remains elusive.
To move toward this essential recognition, the first step is to abandon notions of those
who experience institutional trafficking as merely “disillusioned” jihadists161 who “regret” their
experiences,162 as “tiny terrorists” or criminals,163 and to pursue approaches based in sensitivity
for individual experiences of exploitation at the hands of the terrorist group.
B. Enforcement: Accountability Under Transnational Criminal Law
Recognition alone, while critical as a threshold matter, is only an initial hurdle to effectively addressing Da’esh’s institutional trafficking crimes. The next step, enforcement, requires
a robust accountability strategy. Under the TCL system, this strategy requires positive state
action to criminalize and provide jurisdiction over the trafficking crimes.
This requirement of positive action by states is one of the largest challenges to effectively
holding perpetrators of these crimes accountable. Indeed, in Resolution 2331, the UNSC
reminds states of the need for such action by urging them to ratify the Organized Crime Convention and the Protocol, to enact statutes that criminalize trafficking offenses, and to establish
jurisdiction over transnational trafficking crimes.164 However, while most countries are parties
to both the Organized Crime Convention and the Protocol,165 a number of countries do not
have statutes that adopt the Protocol definition of trafficking. For example, both Iraq and Syria
have ratified the Protocol without reservation as to this definition,166 but the trafficking laws of
Syria and Iraq are themselves not in accord with the Protocol definition of trafficking.167 Syria’s
Decree No. 3 “does not include a clear definition of human trafficking,”168 and Iraq’s 2012
anti-trafficking law fails to prohibit all forms of trafficking, including some forms of child sexual exploitation.169
160. Id. at ¶ 2.
161. Countering the Virtual Caliphate: The State Department’s Performance: Hearing Before the H. Comm. on Foreign
Aff., 114th Cong. 2 (2016) (statement of Rep. Ed Royce, Chairman, Comm. on Foreign Aff.).
162. Loiaconi, supra note 51.
163. See Janet Reitman, The Children of ISIS, ROLLING STONE (Mar. 25, 2015), www.rollingstone.com/culture/features/teenage-jihad-inside-the-world-of-american-kids-seduced-by-isis-20150325 (discussing case of teenage girl
whose lawyer challenged idea “that providing one’s body to a terrorist group can be considered ‘material support’”).
164. S.C. Res. 2331, ¶ 2 (Dec. 20, 2016).
165. 170 countries are parties to both the Organized Crime Convention and the Protocol. Ratification Status: Protocol
to Prevent, Suppress and Punish Trafficking in Persons, Especially Women and Children, U.N. DOC. XVIII 12A
(Nov. 15, 2000), https://treaties.un.org/doc/Publication/MTDSG/Volume%20II/Chapter%20XVIII/XVIII-12a.en.pdf
166. Id.
167. U.S. DEP’T OF STATE, supra note 31, at 358, 208.
168. Id. at 358.
169. Id. at 208.
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Moreover, some countries that have adopted the Protocol definition of trafficking170 may
not have jurisdictional statutes that would allow them to effectively prosecute institutional trafficking. Those countries would need to establish jurisdictional statutes to, at the very least,
prosecute their own nationals,171 who may be foreign fighters for Da’esh, or, at the broadest
level, prosecute any perpetrator of human trafficking found present on the territory.172
Although it appears that no domestic jurisdictions are yet prosecuting institutional trafficking
as trafficking per se, where states have adopted the requisite statutes, local authorities must now
proceed to prosecute institutional trafficking in a coordinated and aggressive manner.
Thus, at the most basic level, the pursuit of full accountability for Da’esh’s institutional
trafficking crimes will require that states undertake positive steps to criminalize and provide
jurisdiction over the trafficking crimes, as defined under the TCL system. Where these steps
have already been taken, the next steps require that states actively pursue prosecutions of Da’esh
fighters for these serious crimes of institutional trafficking.

V. Conclusion
The risk that institutional trafficking crimes will not be effectively addressed in the pursuit
of accountability for crimes committed by Da’esh remains present and foreboding. The global
community of nations is faced with a myriad of heinous crimes committed by the group, and
overlooking those trafficking crimes committed in situations of institutional trafficking as, perhaps, “less heinous” crimes, not crimes at all, or its victims as criminals themselves is quite possible. However, a failure to recognize every survivor’s lived experiences at the hands of Da’esh
fighters is to return to the dark days of criminal jurisprudence where sexual and gender-based
crimes are misunderstood, mishandled, or ignored. Critically, a failure to recognize is a failure
to enforce. The international community and domestic jurisdictions will need to reckon with
the crimes of institutional trafficking and develop responses that fully and adequately consider
this form in order to ensure that all survivors are provided with redress.
170. See, e.g., id. at 385, 388 (describing the Modern Slavery Act of the U.K. and the Trafficking Victims Protection
Act of the U.S.).
171. See, e.g., R.S.C. 1985, c. C-46, s. 7(4.11) (Can.) (granting jurisdiction over trafficking committed extraterritorially where committed by Canadian nationals).
172. See, e.g., 18 U.S.C. § 1596(a)(2) (2008) (expanding jurisdiction for trafficking committed outside the U.S. to
any traffickers found present in the U.S.).
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A New Exception to the Autonomy Principle for Standbys and
Letters of Credit? The Negative Stipulation Heresy and the
Creation of Commercial Uncertainty in Australia
Richard Q. Sterns1

I.

Introduction

Commercial letters of credit and standby letters of credit (also known as standby guarantees)2 are independent undertakings that have long facilitated international trade in commercial goods and guarantees for the performance of contractual obligations respectively.3 A letter
of credit (LC) is an instrument whereby the issuer, typically a bank, makes an independent
commitment, at a customer’s request, to honor a third party’s demand for payment, as long as
the demand complies with specified conditions expressed in the LC.4 In these transactions, the
bank’s customer is the applicant and the third party demanding payment is the beneficiary.5 A
standby letter of credit (Standby LC) is different from a LC since the parties “trust that the contract will proceed without hitches,” and only the beneficiary is entitled to draw if the applicant
fails to perform or performs unsatisfactorily according to the beneficiary.6
The independence principle, which has long governed commercial and standby LCs, “has
been called ‘the cornerstone of the commercial vitality of letters of credit’” because, without it,
the purpose of the instrument is undermined.7 The principle stands for the idea that the underlying transaction and the LC or standby guarantee are totally separate from each other; this
means that “the issuer’s duty to honor the [instrument] is entirely independent of the underlying . . . contract” between the applicant and the beneficiary.8 The principle is not absolute
because “material fraud”9 or forgery in a presentation of documents to draw on an LC or
standby guarantee has long been recognized as an exception to the independence principle.10
However, since the use of LCs and standby guarantees became widespread in international
1.

J.D. Candidate, May 2018, Antonin Scalia Law School, George Mason University.

2.

The terms “standby letter of credit” and “standby guarantee” are used interchangeably throughout this paper.
The term “independent undertaking” is used to refer to all independent instruments generally.

3.

See JOHN F. DOLAN, FUNDAMENTALS OF COMMERCIAL ACTIVITY 57–59, 61–62 (1991).

4.

George P. Graham, International Letters of Credit and Choice of Law: So Whose Law Should Apply Anyway?, 47
WAYNE L. REV 201, 202–03 (2001).

5.

See U.C.C. § 5-102(a)(2)–(3) (AM. LAW INST. & UNIF. LAW COMM’N 1995) (defining applicant and beneficiary).

6.

John F. Dolan, Standby Letters of Credit and Fraud (Is the Standby Only Another Invention of the Goldsmiths in
Lombard Street?), 7 CARDOZO L. REV. 1, 3–4 (1985).

7.

Graham, supra note 4, at 211 (quoting Ward Petroleum Corp. v. FDIC, 903 F.2d 1297, 1299 (10th Cir. 1990)).

8.

Id.

9.

Material fraud is also known as Letter of Credit Fraud or “LC Fraud.” The term “fraud” is understood differently
in common law jurisdictions and civil law jurisdictions, so “material fraud” is the appropriate term for the exception. See JAMES E. BYRNE, INTRODUCTION TO DEMAND GUARANTEES AND STANDBYS 92–93 (2012).

10.

See U.C.C. § 5-109(a) (AM. LAW INST. & UNIF. LAW COMM’N 1995); Sztejn v. J. Henry Schroder Banking Corp.,
31 N.Y.S.2d 631, 721–22 (Sup. Ct. 1941) (recognizing the fraud exception to the independence principle).
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commerce, many applicants have attempted to argue that there should be additional exceptions
to the independence principle to ensure that beneficiaries do not make abusive draws on LCs
and standby guarantees.11 As such, the extent to which fraud or illegality in the underlying
transaction should prevent a beneficiary from drawing on a LC or standby guarantee has been
widely debated by courts and scholars.12 Unconscionability has recently been recognized as an
additional exception to the independence principle in several jurisdictions, including Singapore13 and Australia.14 Moreover, Australian courts have recently recognized a third exception
to the independence principle: the negative stipulation doctrine.15
Australian courts have defined a negative stipulation as existing “where a condition, if not
satisfied, will operate to prevent the making of a claim under the documentary credit” (i.e.,
under a LC or standby guarantee).16 Australian courts recognize that the presence of a condition not satisfied in the underlying contract can potentially prevent a beneficiary from drawing
on an independent guarantee related to the underlying contract. Section II of this article will
examine the case law surrounding the negative stipulation doctrine and how it gained acceptance as a recognized exception to the independence principle in Australia. It examines the slippery slope of Australia’s uncertain unconscionability standard that allowed the negative
stipulation doctrine to gain acceptance and briefly illustrates how the uncertain unconscionability standard conflicts with various international rules of practice for independent undertakings.
11.

See In Re: Irrevocable Standby Letter of Credit No. SE44393W, 336 F. Supp. 2d 578, 581–83 (M.D.N.C. 2004)
(holding that the applicant’s substantial performance of the underlying contract is not grounds for a preliminary
injunction to prevent the issuer from paying the beneficiary); Mid Am. Tire, Inc. v. PTZ Trading Ltd., 768
N.E.2d 619, 637, 639, 644 (Ohio 2002) (holding that fraud in negotiations related to the underlying contract is
grounds for a permanent injunction to prevent beneficiary from drawing on letter of credit); Shanghai Electric
Grp. Ltd. v. PT Merak Energi Indon. and another [2010] SGHC 2, ¶ 47 (Sing.) (holding that the unconscionability exception to the independence principle followed by Singapore courts can prevent the beneficiary from drawing on a letter of credit).

12.

See Gerald T. McLaughlin, Letters of Credit and Illegal Contracts: The Limits of the Independence Principle, 49
OHIO ST. L.J. 1197, 1197 (1989) (arguing that the fraud exception to the independence principle should be
extended broadly to illegality in the underlying transaction); but see Roger W. Reinsch & Mark Blodgett, An
International Trade Argument to Limit “Fraud in the Transaction” in Letters of Credit, 13 MIDWEST L. REV. 92, 97
(1995) (arguing that the fraud exception must remain narrow because otherwise it will undermine the commercial purpose of letters of credit).

13.

See, e.g., Kvaerner Sing. Pte Ltd. v. UDL Shipbuilding (Sing.) Pte Ltd. [1993] 3 SLR 350 (holding that it was
unconscionable for a beneficiary to call on a standby guarantee for a breach induced by its own default). In Singapore, unconscionability “‘involves unfairness, as distinct from dishonesty or fraud, or conduct of a kind so reprehensible or lacking in good faith that a court of conscience would either restrain the party or refuse to assist the
party.’” Raymond Chan & Tan Joo Seng, Unconscionability Prevents Call on Performance Bond, INT’L L. OFF.
(Nov. 11, 1999), www.internationallawoffice.com/Newsletters/Construction/Singapore/Chan-Tan-Partners/
Unconscionability-Prevents-Call-on-Performance-Bond (quoting Raymond Constr. Pte Ltd. v. Low Yang Tong &
Anor [1996] SGHC 136).

14.

See, e.g., Olex Focas Pty Ltd. v. Skodaexport Co. Ltd. [1998] 3 VR 380 (rejecting a beneficiary’s attempt to call on
a standby guarantee in the context of a large commercial transaction because the beneficiary was engaged in
unconscionable conduct).

15.

See, e.g., Best Tech & Eng’g Ltd. v. Samsung C&T Corp. [No.2] [2015] WASC 447 ¶ 59–60 (granting injunctive
relief to applicant on the basis that a “loss requirement” for calling upon the standby guarantee in underlying
contract had not been met by the beneficiary).

16.

ALYK (H.K.) Ltd. v. Caprock Commodities Trading Pty Ltd. and Anor [2012] NSWSC 1558 ¶ 85.
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Section III argues that this negative stipulation doctrine is a doctrinal heresy that clearly
violates the independence principle and undermines independent undertaking law by failing to
allocate risk during disputes as intended by the parties. In essence, the addition of the negative
stipulation as another exception to the independence principle forces beneficiaries to litigate
claims arising from the underlying contract in conjunction with any disputes surrounding the
independent guarantee, thereby eroding the independence principle. It also inhibits the beneficiary from holding funds during litigation, as independent undertakings are designed to do.
This article suggests alternative procedures parties may use when a negative stipulation is
desired, such as an ancillary agreement, traditional suretyship undertaking, or other form of
dependent undertaking for this purpose. In an attempt to offer an alternative to Australian
courts’ “whole contract doctrine,” Section III argues that negative stipulations about when an
independent undertaking may be drawn upon should be superseded by any language in the
credit which references an “irrevocable” or “unconditional” right to call upon the independent
undertaking. Finally, this article discusses the consequences of Australia’s negative stipulation
regime, identifies concerns for beneficiaries with respect to the effects of the negative stipulation
doctrine on commercial dealings in Australia, and offers potential solutions for those concerns.

II. The Development of the Negative Stipulation Doctrine in Australia
In examining how the negative stipulation doctrine arose in Australia, a review of the relevant case law illustrates how the Australian courts’ willingness to recognize exceptions to the
independence principle allowed for disputes regarding LCs and standby guarantees to become
muddled by irrelevant lines of legal reasoning. A review of the case law provides analysis as to
where Australian courts went wrong in their formation of the negative stipulation doctrine. A
brief investigation of the unconscionability exception in Australia also serves to demonstrate the
slippery slope that can arise when introducing new exceptions to the independence principle and
how these exceptions conflict with international rules of practice for independent undertakings.
A. The Procedural Posture of Disputes Involving the Negative Stipulation Doctrine
The procedural posture of negative stipulation cases illustrate the nature of these disputes
and the positions the parties find themselves in when a negative stipulation becomes an issue in
an LC or standby LC dispute. In disputes involving a negative stipulation issue, the procedural
posture of each case is nearly identical. Generally, the applicant (buyer) is suing the beneficiary
(seller) to enjoin it from calling upon the LC, standby LC, or demand guarantee on the
grounds that there is a negative stipulation in the underlying contract or the independent
undertaking that prevents the beneficiary from doing so.17 In conjunction with the lawsuit by
the applicant against the beneficiary, the applicant will also sue the issuer (bank) to enjoin it
from honoring the beneficiary’s presentation on the same grounds.18 However, the issuer typically takes no position as to the outcome of the dispute other than to state that it will take
actions consistent with the court’s decision, meaning it will honor a beneficiary’s compliant
17.

See id. at ¶ 1 (discussing how the buyer is attempting to restrain the seller from making a demand upon the
standby letter of credit because of a negative stipulation).

18.

See Clough Eng’g Ltd. v. Oil & Nat. Gas Corp. Ltd. [2008] FCAFC 136 ¶ 13.
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presentation absent an injunction from a court of competent jurisdiction.19 The issue presented to the court in these cases is whether a negative stipulation exists in the underlying contract, independent undertaking, or some other agreement that would lead a court to enjoin the
beneficiary from calling upon the LC, standby LC, or demand guarantee.20 There are some
slight variations to this general procedural posture depending if the dispute is over whether an
implied negative stipulation exists21 or whether one exists in another agreement.22 An implied
negative stipulation, discussed at length in subsequent sections of this article, has been defined
as a condition that is not expressly in the underlying contract, independent undertaking, or
other agreement but still qualifies a beneficiary’s ability to make demand under an LC or
standby LC.23 Given the similarities in the general procedural posture of cases involving negative stipulation issues, this article will not discuss procedure any further.
B. A Review of Key Cases Involving the Negative Stipulation Exception
Following is a close review of the case law that has led Australian courts to identify the
negative stipulation doctrine as an exception to the independence principle. Particularly illustrative are the recent cases that move from the mere recognition of negative stipulation as an
exception to the independence principle to actually enjoining beneficiaries from calling upon
an independent guarantee because of a negative stipulation.24 In 2008 and earlier, Australian
courts began to explicitly recognize two additional exceptions to the independence principle
governing independent undertakings other than LC fraud: (1) unconscionable conduct in contravention of trade practices legislation (S. 51AA of the Trade Practices Act); and (2) a breach
of an express or implied contractual promise not to call upon the independent undertaking.25
This recognition of these two additional exceptions to the independence principle led Australian courts down a slippery slope towards eroding the independence principle and damaging
the commercial practicability of independent undertakings in Australia.
19.

See Kell & Rigby Holdings Pty Ltd. v. Lindsay Bennelong Dev. Pty Ltd. [2010] NSWSC 777 ¶ 17 (discussing the
bank’s position that it would pay the beneficiary unless it was enjoined from doing so by a set date and time).

20.

See ALYK (H.K.) Ltd. v. Caprock Commodities Trading Pty Ltd. and Anor [2012] NSWSC 1558 ¶ 87 (“The issue
here is whether the claimed negative stipulation exists and prevents Caprock from demanding payment under
the standby LC”).

21.

See id. at ¶ 112.

22.

See Sulzer Pumps (S. Afr.) (Proprietary) Ltd. v. Covec-MC Joint Venture [2014] ZAGPPHC 695 ¶ 9 (S. Afr.) (discussing whether an agreement by the parties to prevent the beneficiary from calling upon the standby guarantee
pending arbitration proceedings was a negative stipulation in the form of another contract). Although the Sulzer
Pumps case was decided in South Africa, the South African Court applied Australian law for the relevant portions
of the opinion; consequently, this case will be discussed in detail in this article.

23.

ALYK (H.K.) Ltd. v. Caprock Commodities Trading Pty Ltd. and Anor [2012] NSWSC 1558 ¶ 112.

24.

See Best Tech & Eng’g Ltd. v. Samsung C&T Corp. [No.2] [2015] WASC 447 ¶ 61 (holding that the beneficiary
was not entitled to call upon the standby guarantee); Clough Eng’g Ltd. v. Oil & Nat. Gas Corp. Ltd. [2008]
FCAFC 136 ¶ 77 (holding that there are three exceptions to the independence principle).

25.

See Clough Eng’g Ltd. v. Oil & Nat. Gas Corp. Ltd. [2008] FCAFC 136 ¶ 77.
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1. Understanding the Development of the Negative Stipulation Doctrine in
Australia
In Clough Engineering Ltd. v. Oil & Natural Gas Corp. Ltd., the applicant (“Clough”) sued
to enjoin the beneficiary (ONGC) from calling upon standby guarantees issued by three different Australian banks.26 Clough argued that ONGC’s call upon the standby guarantees was
unconscionable in violation of S. 51AA of the Trade Practices Act and a breach of a negative
stipulation contained in clause 3.3.3 of the underlying contract (“on breach of contract”),
which stated that ONGC could only call upon the standby guarantee in the event Clough
failed to honor any of the commitments entered under the contract.27 In the appellate opinion,
the Court quickly dispatched with the unconscionability claim,28 but recognized without question that there is a third exception to the independence principle: the negative stipulation
exception, which the Court referred to as an “over-riding rule”29 because “it emphasises that the
‘primary focus’ [of the court] will always be the proper construction of the contract.”30
Although the Court in Clough eventually came to the conclusion that the language in clause
3.3.3 did not mean there must be actual breach before the beneficiary could call upon the
standby guarantee,31 the reasoning behind the court’s decision illustrates why Australian courts
have departed so far from a standard interpretation of the independence principle. Rather than
read the language “notwithstanding any disputes pending” in clause 2 of the guarantee to mean
that ONGC was entitled to invoke the guarantee regardless of existing disputes pertaining to
the underlying contract, the Court concluded that clause 3.3.3 of the underlying contract,
“when read with clause 2 of the performance guarantee,” entitled ONGC to call upon the
guarantee.32 This reasoning effectively applied the “over-riding rule” that courts must look to
the underlying contract for negative stipulations in order to determine the proper construction
of the contract as a whole.33
The court’s conclusion that the negative stipulation exception is an over-riding rule presents several issues because it fundamentally undermines the purpose of an independent guarantee by instructing courts to look immediately to the underlying contractual language to
determine if a negative stipulation exists. This erroneous conclusion is reached based on the
idea set forth in Clough and its precedent cases, that despite independent undertakings being
“unconditional,” terms in the underlying contract “may qualify the right to call on the undertaking contained in a performance guarantee.”34 Thus, Clough and the precedent cases it cites
26.

Id. at ¶¶ 1, 11.

27.

Id. at ¶¶ 60, 87.

28.

Id. at ¶ 129 (stating that unconscionable conduct was not a serious issue to be tried in this case).

29.

Id. at ¶ 77.

30.

Id. at ¶¶ 77–78.

31.

See Clough Eng’g Ltd. v. Oil & Nat. Gas Corp. Ltd. [2008] FCAFC 136 ¶ 93.

32.

Id. at ¶ 94.

33.

Id. at ¶ 77.

34.

Id. See Bachmann Pty Ltd. [1999] 1 VR 420 ¶¶ 14, 28 (holding that a promise forming a part of an underlying
contract can prevent a beneficiary from calling upon a standby guarantee if that promise is to not to call upon
the standby guarantee, except if a certain event occurs); Baulderstone Hornibrook Pty Ltd. [2000] FCA 672 ¶ 12
(holding that the words “may be entitled” are plainly conditional and, thus, a negative stipulation could potentially exist in the underlying contract).
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illustrate the major issue with Australian courts’ interpretation of independent undertakings
and the underlying contracts for which they serve as security: the tendency to read them as one
set of interlocking contracts instead of as independent instruments that have distinct rights and
obligations attached to them. This article will discuss below, in Part I(C), how this practice
conflicts with standard international rules of practice for LCs and standby guarantees.
2. Recognizing Implied Negative Stipulation as an Exception to the
Independence Principle
Implied negative stipulations are conditions that are not expressly in the underlying contract but still qualify the beneficiary’s ability to call upon an LC or standby guarantee.35 As one
can imagine, this ambiguous definition presents even more issues for beneficiaries attempting
to draw upon an independent guarantee than the concept of express negative stipulations. In
Orrcon Operations Pty Ltd. v. Capital Steel & Pipe Pty Ltd., the applicant (“Orrcon”) sued to
enjoin the beneficiary (“Capital Steel”) from drawing on LCs for three shipments of steel pipe
that Capital Steel claimed were non-compliant on the grounds these drawings were unconscionable under S. 51AA of the Trade Practices Act and in violation of an implied negative stipulation that prevented Capital Steel from making a claim for payment under the LCs unless all
pipe delivered complied with all specifications.36 The court quickly dispensed with Orrcon’s
argument that an implied negative stipulation existed, holding that it was not a serious issue to
be tried because there was no support that such a stipulation existed.37 However, the court recognized that an implied negative stipulation could potentially provide grounds for enjoining a
beneficiary from calling upon an LC, discussing Clough in particular and mentioning another
case Codelfa Construction Pty Ltd. v. State Rail Authority of New South Wales.38
Although brief, referencing these two cases demonstrates part of the reason why Australian
courts have been so quick to depart from the independence principle, while maintaining that
they continue to recognize it as a commercial necessity.39 The court in Orrcon references Clough
and Codelfa as affirmative precedent that an implied negative stipulation is a recognized exception to the independence principle, but neither of those cases deals with a true implied negative
35.

ALYK (H.K.) Ltd. v. Caprock Commodities Trading Pty Ltd. and Anor [2012] NSWSC 1558 ¶ 112.

36.

Orrcon Operations Pty Ltd. v. Capital Steel & Pipe Pty Ltd. [2007] FCA 1319 ¶ 25.

37.

Id. at ¶ 97.

38.

See id. at ¶¶ 68–70, 97. The Court mentions the Codelfa case in passing where it asserts, “Nor . . . can [it] be said
that there is a serious question to be tried that there was an implied term to that effect, having regard to the factors referred to in Codelfa.” Id. at ¶ 97. However, the court’s reference to these Codelfa factors is highly relevant,
as the factors will be recited again in the 2012 case ALYK (H.K.) Ltd. v. Caprock Commodities Trading Pty Ltd.,
discussed subsequently in Part(I)(B)(4). See Codelfa Constr. Pty Ltd. v. St. Rail Auth. NSW (1982) 149 CLR 337
(“The conditions necessary to ground the implication of a term [are summarized as follows] . . . : (1) it must be
reasonable and equitable; (2) it must be necessary to give business efficacy to the contract, so that no term will be
implied if the contract is effective without it; (3) it must be so obvious that ‘it goes without saying’; (4) it must be
capable of clear expression; (5) it must not contradict any express term of the contract.”).

39.

See, e.g., United City Merch. (Inv.) Ltd. and others v. Royal Bank of Can. and others [1982] 2 AII ER 720, 725
(“The whole commercial purpose for which the system of confirmed irrevocable documentary credits has been
developed in international trade is to give to the seller an assured right to be paid before he parts with control of
the goods that does not permit of any dispute with the buyer as to the performance of the contract of sale being
used as a ground for non-payment or reduction or deferment of payment”).
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stipulation in the LC context.40 Clough mentions implied negative stipulations but deals primarily with the efficacy of an express negative stipulation in the underlying contract, and Codelfa is
concerned with implied terms in the general context of commercial contracts, which are completely removed from the LC space.41 As illustrated, this reliance on weak precedent serves to
introduce further uncertainty into the use of independent undertakings under Australian law.42
3. Is the right to call upon an independent guarantee “asserted” or
“established”?
In Kell & Rigby Holdings Pty Ltd. v. Lindsay Bennelong Developments Pty Ltd., the applicant
(“Kell & Rigby”) sued the beneficiary (“Lindsay”) to enjoin the beneficiary from calling upon
an unconditional bank guarantee that was issued in its favor, after the beneficiary issued an
advance payment bond to the applicant in conjunction with a building contract.43 Lindsay
called upon the guarantee because they claimed: (1) the advance payment was due and had not
been repaid; (2) the guarantee was unconditional; and (3) the underlying contract contained
no express or implied negative stipulation that they would not call upon the guarantee even if
the advance payment was not due.44 However, Kell & Rigby argued that the advance payment
was not due and there was a negative stipulation in the underlying contract that Lindsay could
only call upon the guarantee if the advance payment was due and not repaid.45 Although the
guarantee was clearly unconditional, the court held that there was an implied negative stipulation in the underlying contract that prevented the beneficiary from calling upon the guarantee
if the advance payment was not due and issued an injunction.46 The court reasoned that
because the guarantee was intended to serve as repayment, it could only be called upon if
repayment was indeed due.47 Moreover, the court said that the beneficiary’s right to call upon
the guarantee was only “asserted” and not “established” by the terms of the guarantee, as the
beneficiary had argued.48
The court’s analysis in Kell & Rigby Holdings is another example of unremarkable reasoning that has led to the erosion of the independence principle in Australia. In the face of a
40.

Orrcon Operations Pty Ltd. v. Capital Steel & Pipe Pty Ltd. [2007] FCA 1319 ¶¶ 68–70, 97.

41.

Clough Eng’g Ltd. v. Oil & Nat. Gas Corp. Ltd. [2008] FCAFC 136 ¶¶ 53, 86, 92–93 (discussing “express” or
“implied” negative stipulation but only addressing the applicant’s claim that there was an express negative stipulation in the underlying contract); Codelfa Constr. Pty Ltd. v. St. Rail Auth. NSW (1982) 149 CLR 337 (“The
appellant’s case is that a term has to be implied in the contract to give it business efficacy, to make it workable.”).

42.

There are other Australian cases that more explicitly recognize implicit negative stipulation as an exception to the
independence principle, but they also present fairly weak precedent for applying the proposition generally. See
Pearson Bridge (NSW) Pty Ltd. v. State Rail Auth. (NSW) [1982] ACLR 81 (holding that an implied negative
stipulation prevented the beneficiary from drawing upon the independent guarantee primarily because of the
commercial detriment that would come to the applicant if the draw was made absent the implied negative stipulation); Fletcher Constr. Austl. Ltd. v. Varnsdorf Pty Ltd. [1998] 3 VR 812, 821, 826 (holding that a similar clause to
the one in Pearson Bridge did not amount to an implied negative stipulation).

43.

Kell & Rigby Holdings Pty Ltd. v. Lindsay Bennelong Dev. Pty Ltd. [2010] NSWSC 777 ¶¶ 6–8, 19.

44.

Id. at ¶ 23.

45.

Id. at ¶ 19.

46.

Id. at ¶ 27.

47.

Id. at ¶ 31.

48.

Id. at ¶ 29.
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facially unconditional guarantee, the court immediately moved to an analysis of the underlying
contract, barely pausing to render the guarantee meaningless.49 Perhaps the greatest threat to
the independence principle raised in this case is the notion that the right to call upon an independent guarantee is “asserted,” rather than “established.”50 This type of reasoning further
undermines the independence principle because it essentially demands that disputes related to
the independent guarantee are to be litigated alongside disputes concerning the underlying
contract.51 Such a decision prevents parties from allocating risk as intended and negatively
affects the commercial practicability of demand guarantees.52 The analysis section will suggest
possible solutions to problems such as those raised in this case.
4. The Prima Facie Case for Implied Negative Stipulations
In ALYK (H.K.) Ltd. v. Caprock Commodities Trading Pty Ltd., the applicant (“ALYK”)
sued the beneficiary (“Caprock”) to enjoin Caprock from calling upon a standby LC issued in
conjunction with an underlying contract for the shipment of iron ore fines.53 ALYK argued
that Caprock was only entitled to call upon the standby LC in connection with its failure to
pay for a shipment of iron ore fines, whereas Caprock argued that it was entitled to call upon
the standby LC for all perceived breaches of contract conditions.54 ALYK’s argument turned on
its contention that the underlying contract contained an implied negative stipulation that Caprock could not call upon the standby LC unless ALYK failed to pay for a shipment of iron ore
fines.55 ALYK contended that the implied negative stipulation was necessary to give the underlying contract “business efficacy.”56 Although this court recognized the purpose of a standby
LC more explicitly than the courts did in other Australian cases,57 it held that there was no
necessity for an implied negative stipulation, given that the standby LC was incorporated into
the underlying contract.58
In reaching its holding, the court provided a prima facie test for implied negative stipulations that only serves to create more uncertainty in the law concerning implied negative stipulations. In analyzing whether an implied negative stipulation existed in the underlying contract,
49.

Kell & Rigby Holdings Pty Ltd. v. Lindsay Bennelong Dev. Pty Ltd. [2010] NSWSC 777 ¶ 25 (discussing the
notion that the guarantee’s issue was not overly important but had to be dealt with nevertheless).

50.

Id. at ¶ 29.

51.

Id. at ¶ 30 (“[T]here is no provision in the Contract which indicates that payment must be made notwithstanding the pendency of a dispute”).

52.

Id. at ¶ 23 (“The defendant . . . put that the Contract evinces an allocation of risk that in the event of a dispute
it would be the Contractor [or Applicant] who would be out of pocket”). Given that the guarantee was issued as
security for an advance payment bond, it is possible that the parties did not intend for the undertaking to be
unconditional. However, if that was the case, the drafters should not have used language indicating a facially
unconditional guarantee.

53.

ALYK (H.K.) Ltd. v. Caprock Commodities Trading Pty Ltd. and Anor [2012] NSWSC 1558 ¶ 3.

54.

Id. at ¶ 77.

55.

Id. at ¶ 111.

56.

Id. at ¶ 113.

57.

Id. at ¶ 115 (“The Contract works without” the implied negative stipulation “but with the standby LC operating
according to its terms as a risk allocation mechanism, for Caprock to obtain prompt payment notwithstanding
disputes about alleged breaches of the Contract”).

58.

ALYK (H.K.) Ltd. v. Caprock Commodities Trading Pty Ltd. and Anor [2012] NSWSC 1558 ¶ 115.
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the court recited five requirements: “(1) it must be reasonable and equitable; (2) it must be necessary to give business efficacy to the Contract so that no term will be implied if the Contract is
effective without it; (3) it must be so obvious that “it goes without saying”; (4) it must be capable of clear expression; (5) it must not contradict any express terms of the contract.”59
Although this test is facially stringent, it further illustrates Australian court’s issues with analyzing independent undertakings separately from underlying contracts, comes from weak precedent, and creates uncertain standards for contracting parties.
First, applying all five standards requires a court to look to underlying contract regardless
of whether the standby LC or LC in question is unconditional on its face. Although the court
here recognized that the standby LC was clearly incorporated, providing a wide range of factors
for future courts to imply a negative stipulation further erodes the independence principle.60
Second, as in Orrcon, the court finds these “usual requirements” for implied negative stipulations in cases outside the LC context.61 This reliance on precedence discussing the implying
negative stipulations in general commercial contracts serves to further muddle the legal framework by which independent undertakings are analyzed. Finally, the standards are vague and difficult for contracting parties to plan for, particularly if the intention is for the independent
guarantee to serve as a risk allocation method while litigating ongoing disputes concerning the
underlying contract. However, this case’s reasoning does present some actions that beneficiaries
can take to ensure independence is recognized, which are discussed in the analysis section.
5. Mixing Unconscionability and Negative Stipulation
In Sulzer Pumps (South Africa) (Proprietary) Limited v. Covec-MC Joint Venture, the applicant (“Sulzer Pumps”) sued to enjoin the beneficiary (“Covec”) from calling upon a performance guarantee concerning an underlying building contract on the grounds that the call was
unconscionable and that it violated a separate agreement between the parties; in the separate
agreement, the beneficiary agreed not to call upon the guarantee before arbitration proceedings
concerning the underlying contract had been finalized.62 The South African court, applying
Australian law for the relevant portions of the opinion, held that the beneficiary’s call upon the
performance guarantee was unconscionable because of the negative stipulation included in the
separate agreement made by the parties, which stated that Covec would not call upon the performance guarantee until arbitration proceedings were finalized.63 Although some of the court’s
analysis indicates it may not have sought to reach this conclusion, it is the only reasonable
holding given that the court cites unconscionable conduct and not a violation of a negative
stipulation as its reason for issuing the injunction.64
59.

Id. at ¶ 112.

60.

Id. at ¶ 115.

61.

Id. at ¶ 112 (citing Codelfa Constr. Pty Ltd. v. St. Rail Auth. NSW (1982) 149 CLR 337, 346; BP Refinery (Westernport) Pty Ltd v Hastings Shire Council [1977] 180 CLR 266, 283).

62.

See Sulzer Pumps (S. Afr.) (Proprietary) Ltd. v. Covec-MC Joint Venture [2014] ZAGPPHC 695 ¶¶ 9, 35 (S. Afr.).

63.

Id. at ¶¶ 41, 87, 125.

64.

Id. at ¶ 125.
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In finding that a negative stipulation in a totally separate agreement can render a beneficiary’s call upon a performance guarantee unconscionable, the Sulzer Pumps court issued a confusing opinion that severely undermines the independence principle. The court is essentially
saying that it is unconscionable to call upon an independent guarantee in violation of a negative stipulation, wherever that negative stipulation may come from and even if the beneficiary
believes in good faith that the guarantee is independent.65 To be sure, as Part II of this article
analyzes, ancillary agreements and traditional suretyship undertakings can be an alternative or
supplement to independent undertakings when parties contract for a dependent undertaking.66
However, when the beneficiary has explicitly reserved its right to demand payment under the
performance guarantee,67 this type of holding only serves to further muddle the case law concerning independent instruments under Australian Law.
6. The Apex of the Negative Stipulation Doctrine
Best Tech & Engineering Ltd v. Samsung C&T Corporation [No. 2] represents the most
extensive use of the negative stipulation doctrine by an Australian court to date. The applicant
(“Best Tech”) sued the beneficiary (“Samsung”) to enjoin Samsung from calling upon unconditional demand guarantees related to obligations from an underlying contract for the beneficiary
to purchase steel from the applicant.68 Best Tech argued that clause 3.2 of the underlying contract contained both a notice requirement and a loss requirement, necessitating that Samsung
show its losses, damages, or substantial breaches no later than when it gave the requisite 10
days’ notice that it would call upon the guarantee.69 Illustrating how far the independence
principle in Australia has been eroded, Samsung conceded that it had to comply with clause 3.2
in order to call upon the guarantee but argued that it had done so via a letter to Best Tech stating its losses.70 However, the appellate court found that since Samsung had sent the letter stating its losses 21 days after the notice, it had not complied with clause 3.2 and thus an interim
injunction was appropriate.71 Although the court held that Samsung could reissue its 10 days’
notice and regain the ability to call upon the guarantees, the reasoning in this case still represents a decisive departure from the independence principle.72
As with many of the cases discussed in this section, the Best Tech court immediately proceeded to consideration of the underlying contract without regard for the independent undertaking, despite the fact that Appendix B of the contract set out a form for that guarantee, which
stated it would be irrevocable and unconditional.73 All of the subsequent analysis in the case
virtually ignored the guarantee and focused predominately on whether Samsung had met the
65.

See id. at ¶ 45.

66.

See infra Section III.

67.

See Sulzer Pumps (S. Afr.) (Proprietary) Ltd. v. Covec-MC Joint Venture [2014] ZAGPPHC 695 ¶ 45 (S. Afr.).

68.

Best Tech & Eng’g Ltd. v. Samsung C&T Corp. [No.2] [2015] WASC 447 ¶¶ 1, 5.

69.

Id. at ¶ 31.

70.

Id. at ¶¶ 28, 48.

71.

Id. at ¶¶ 49, 61.

72.

Id. at ¶ 63.

73.

Id. at ¶ 8.
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conditions laid out in Clause 3.2 to call upon the guarantee.74 In addition to eroding the independence principle, this reasoning allows applicants to undermine the commercial purpose of
independent undertakings by preventing payment via interim injunctions for long periods of
time. For instance, the Best Tech case had a subsequent iteration after Samsung re-issued its
notice to call upon the guarantee, and Best Tech again sued to enjoin payment (this time on
unconscionability grounds).75 As this article examines in the analysis in Part II, a substantive
reformation of the way independent undertakings are interpreted under Australian law is necessary for these instruments to maintain their commercial practicability as means of risk allocation in the event of a dispute concerning the underlying contract.
C. International Rules of Practice: How the Unconscionability and Negative
Stipulation Exceptions Present Direct Conflicts
As discussed, Australian courts firmly recognize unconscionability and negative stipulations as two additional exceptions to the independence principle.76 This recognition of additional exceptions to the independence principal conflicts dramatically with international rules
of practice for LC’s, Standby LC’s, and other forms of independent undertakings. It partially
explains why Australian courts reach perplexing conclusions when determining whether a beneficiary may call upon an independent undertaking. The Uniform Customs & Practice for
Documentary Credits (“UCP 600”), which LC’s are often subject to, makes no mention of
unconscionability or negative stipulations in the underlying contract as being grounds for noncompliance and even advises banks issuing LC’s to discourage applicants from including copies
of the underlying contract as an integral part of the LC.77 Further, UCP 600 makes clear that
presentations to call upon an LC are subject only to documentary conditions in the LC and
that an issuer must honor any compliant presentation.78 To be sure, it’s unclear from much of
the case law to what extent LC’s issued in Australia are made subject to UCP 600 (as courts
rarely even address the issue), but it can be assumed that major Australian banks doing business
internationally are making their LC’s subject to some rules of practice. However, even when
Australian courts have acknowledged that an LC is subject to UCP 600 (or its predecessor
UCP 500), they have still moved quickly to consider the additional exceptions to the independence principle and all but ignored the UCP.79
Even if LC’s issued in Australia are being issued subject to other international rules of
practice, the additional exceptions of unconscionability and negative stipulations still directly
conflict. International Standby Practices 98 (“ISP98”), the most common international rules of
practice for standby LC’s, also explicitly states that standby LC’s are irrevocable and the beneficiary’s right to call upon the standby does not depend on “a reference in the standby to any
74.

Best Tech & Eng’g Ltd., WASC 447 ¶¶ 10–65.

75.

See Best Tech & Engineering Ltd v. Samsung C&T Corporation [No. 3] [2015] WASC 459 ¶ 34 (holding that the
beneficiary did not act unconscionably by providing notice under clause 3.2 and then not responding to a letter
from applicant disputing the issues raised in the notice.).

76.

See supra Section (III)(B).

77.

See UCP 600 Art. 4(b) (INT’L CHAMBER COM. 2007).

78.

Id. at Art. 15(a).

79.

See, e.g., Orrcon Operations Pty Ltd. v. Capital Steel & Pipe Pty Ltd. [2007] FCA 1319 ¶ 55.
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reimbursement agreement or underlying transaction.”80 Even the Uniform Rules for Demand
Guarantees 758 (“URDG 758”), which are acknowledged as most applicant friendly set of
rules,81 state that a guarantee is independent by nature and that “a reference in the guarantee to
the underlying relationship for the purpose of identifying it does not change the independent
nature of the guarantee.”82 It is worth noting that these international rules of practice are not
laws and thus Australian courts do not violate international law by failing to abide by them
even when independent undertakings explicitly subject themselves to international rules of
practice.83 However, most courts worldwide defer to the UCP as a primary source of LC practice and the United States Uniform Commercial Code Revised Article 5 (“UCC”), the United
Nations LC Convention, and Chinese LC Rules all expressly defer to it as well.84 Similarly,
ISP98 is deferred to worldwide for both Standby LC’s and demand guarantees.85
The reason as to why Australian courts have departed so significantly from international
rules of practice and the independence principle has no easy answer. However, the specific way in
which Australian courts recognize the unconscionability exception sheds some light on how this
phenomenon has occurred and led to the prevalence of the negative stipulation doctrine today.
The unconscionability exception in Australia comes from S. 51AA of the Trade Practices Act
which forbids “engaging in conduct that is unconscionable within the meaning of the unwritten
law from time to time, of the States and Territories.”86 This vague standard for unconscionability
while “engaged in trade” invites courts to actively create an evolving standard of unconscionable
conduct for commercial transactions; despite the fact that the legislative history of S. 51AA indicated that it was not intended to apply to commercial transactions and the legislature later went
back and amended S. 51AA to explicitly exclude “financial services”.87 Given Australian courts’
failure to recognize that S. 51AA was not intended to apply to commercial dealings between
sophisticated parties, it’s unsurprising that they also felt it appropriate to recognize the negative
stipulation doctrine despite directly conflicting international rules of practice. The close relationship between recognizing unconscionability and negative stipulation as exceptions to the independence principles is best illustrated by the Sulzer Pumps case where a South African court
applying Australian law found it unconscionable for a beneficiary to call upon an independent
guarantee in violation of a negative stipulation in the underlying contract.88
80.

See ISP98 § 1.06 (c)(iii) (INST. INT’L BANKING L. & PRAC. 1999).

81.

See JAMES E. BYRNE, LC RULES & LAWS CRITICAL TEXTS FOR INDEPENDENT UNDERTAKINGS 77 (2014)
(“Overall, URDG 758 favors the applicant or instructing party over the beneficiary.”).

82.

See URDG 758 Art. 5(a) (INT’L CHAMBER COM. 2010).

83.

See BYRNE, supra note 81, at 1 (“UCP 600 is applicable to credits made subject to it.”).

84.

Id.

85.

See id. at 29.

86.

Orrcon Operations Pty Ltd. v. Capital Steel & Pipe Pty Ltd. [2007] FCA 1319 ¶ 50.

87.

See Dr. Paul Vout, Unconscionability and Good Faith in Business Transactions, NAT’L COMM. L. SEMINAR SERIES
(Oct. 21, 2013), www.monash.edu/__data/assets/pdf_file/0013/142042/unconscionability-and-good-faith-inbusiness-transactions-paul-vout.pdf (discussing the financial services exception to S. 51AA and the legislative history of the Trade Practices Act.).

88.

See supra Section II(B)(5).
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III. Analysis, Recommendations, and Solutions
This section identifies the principal reasons why the negative stipulation doctrine is a violation of the independence principle because of its failure to allocate risk during disputes as the
parties’ intended. Further, it offers an alternative procedure where if a negative stipulation is
desired the parties would use an ancillary agreement, traditional suretyship undertaking, or
other form of dependent undertaking for this purpose. In addition, an alternative to Australian
courts’ “whole contract doctrine” for reviewing disputes related to the ability of a beneficiary to
call upon independent undertakings when negative stipulations are involved is provided.
Finally, it discusses consequences to Australia’s negative stipulation regime, identifies concerns
beneficiaries should have if they hold an independent guarantee subject to Australian law, and
offers potential solutions to beneficiary concerns about the effects of the negative stipulation
doctrine on their commercial dealings in Australia.
A. The Negative Stipulation Doctrine is a Violation of the Independence Principle
As this article has laid out in Part I, the negative stipulation exception egregiously violates
the independence principle that governs independent undertakings for several reasons. First,
courts immediately looking to the underlying contract to determine whether a beneficiary can
call upon an independent guarantee directly conflicts with all international rules of practice for
LC’s, standby LC’s, and demand guarantees.89 While Australian courts have maintained that
they continue to recognize the independence principle as necessary for the commercial efficacy
of independent undertakings, the case law demonstrates that this recognition is fleeting at best.90
In all of the recent cases reviewed where the negative stipulation exception was at least recognized, Australian courts looked to the underlying contract for negative stipulations despite the
fact that the independent undertakings were acknowledged as irrevocable and unconditional.91
Perhaps most importantly, Australian courts’ abandonment of the independence principle
fails to allocate risk during disputes as the parties intended; it forces beneficiaries to litigate
claims arising from the underlying contract; and it forces them to litigate these claims in conjunction with disputes concerning the independent guarantee, which violates the independence
principle and inhibits the beneficiary from holding funds during litigation as independent
undertakings are designed to do. The Best Tech case provides an illustrative example in this
regard, as the beneficiary had to litigate its position to call upon the independent guarantee
89.

See UCP 600 Arts. 4(b), 15(a) (INT’L CHAMBER COM. 2007); ISP98 § 1.06 (c)(iii) (INST. INT’L BANKING L. &
PRAC. 1999); URDG 758 Art. 5(a) (INT’L CHAMBER COM. 2010).

90.

See Orrcon Operations Pty Ltd. v. Capital Steel & Pipe Pty Ltd. [2007] FCA 1319 ¶ 56.

91.

Id. at ¶ 102 (noting that applicant “agreed to the issuing of a letter of credit and that it would be governed by
UCP rules [which] make it clear that the letter of credit transaction is quite separate.”); Clough Eng’g Ltd. v. Oil
& Nat. Gas Corp. Ltd. [2008] FCAFC 136 ¶ 8 (“It was agreed the guarantee was irrevocable.”); Kell & Rigby
Holdings Pty Ltd. v. Lindsay Bennelong Dev. Pty Ltd. [2010] NSWSC 777 ¶ 8 (“[P]laintiff provided two advance
payment bonds in the form of an unconditional bank guarantee.”); ALYK (H.K.) Ltd. v. Caprock Commodities
Trading Pty Ltd. and Anor [2012] NSWSC 1558 ¶ 79 (“Express statements in bank guarantees, bank undertakings and letters of credit that they are “unconditional”, should not be qualified by implied conditions in those
instruments.”); Best Tech & Eng’g Ltd. v. Samsung C&T Corp. [No.2] [2015] WASC 447 ¶ 20 (“[T]he unconditional nature of the bank’s promise to pay on demand cannot be qualified by reference to the terms of the contract in relation to which the security is provided.”).
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three times before the court determined that it had met the negative stipulation in the underlying contract and that it had not acted unconscionably.92 When viewed in light of international
rules of practice and the commercial purposes of independent undertakings, this outcome is
entirely unreasonable. One of the central purposes of independent undertakings is to allocate
risk in the form of an agreement that determines which party will bear the costs during litigation concerning the underlying contract.93 Earlier Australian precedent from the High Court
of Australia acknowledged that adding conditions to independent undertakings “deprive[]
them of the quality which gives them commercial currency” and that independent undertakings should be treated like the equivalent to cash, so long as the call upon the guarantee is not
fraudulent.94 However, the recent precedent has rendered this longstanding truism mute and
greatly undermines the commercial practicability of independent undertakings in Australia
going forward.
B. Alternative Procedures: The Use of Traditional Suretyship Undertakings or
Ancillary Agreements
It seems clear that one of the reasons that Australian courts have so readily abandoned the
independence principle is that parties have entered into facially independent undertakings
while intending that the guarantee actually be dependent on a negative stipulation or condition
in the underlying contract. The Kell & Rigby case illustrates this situation, as the applicant provided two advance payment bonds in the form of unconditional bank guarantees because the
beneficiary had advanced a portion of the underlying contract price to the applicant.95
Although advanced payment bonds can be independent undertakings,96 it’s unclear in this case
if the parties intended them to be independent, given that the beneficiary only “faintly pressed”
its right to call upon the guarantee unconditionally.97 Moreover, clause 42A.4(d)(iii) of the
underlying contract notes that if the advance payment bond is not paid on or before certain
project dates, the outstanding balance will become a debt due and payable by the contractor
(applicant) to the principal (beneficiary).98 This language more closely mirrors a relationship
associated with a dependent undertaking, such as a suretyship bond rather than an independent undertaking.99 Thus, although the court in Kell & Rigby undoubtedly erred in ignoring
the unconditional nature of the guarantee, the parties may also be partially at fault for the confusion. In situations such as the one described above, it may better suit the parties to enter into
92.

See Best Tech & Engineering Ltd v. Samsung C&T Corporation [No. 1] [2015] WASC 355 ¶ 28 (issuing temporary
injunction enjoining beneficiary from calling upon guarantee); Best Tech & Eng’g Ltd. v. Samsung C&T Corp.
[No.2] [2015] WASC 447 ¶ 61 (issuing interim injunction pending beneficiary’s compliance with negative stipulation); Best Tech & Engineering Ltd v. Samsung C&T Corporation [No. 3] [2015] WASC 459 ¶ 36 (holding that
the beneficiary’s subsequent call upon the guarantee was not unconscionable).

93.

See Dolan, supra note 6, at 7.

94.

Wood Hall Ltd v. Pipeline Authority [1979] 141 CLR 443, 445, 457.

95.

Kell & Rigby Holdings Pty Ltd. v. Lindsay Bennelong Dev. Pty Ltd. [2010] NSWSC 777 ¶¶ 6–8.

96.

See JAMES E. BYRNE, STANDBY AND DEMAND GUARANTEE PRACTICE: UNDERSTANDING UCP600, ISP98 &
URDG 758 12 (Spencer R. Nelson & Peter Traisak eds., 2014) (“[T]he name bond has been applied in some situations to undertakings that are independent for . . . Advance Payment Bonds.”).

97.

Kell & Rigby Holdings Pty Ltd. v. Lindsay Bennelong Dev. Pty Ltd. [2010] NSWSC 777 ¶ 25.

98.

Id. at ¶ 10.

99.

BYRNE, supra note 96, at 12.
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a dependent undertaking in the form of a traditional surety bond, where the obligation to pay
would arise if the performing party failed to meet its obligations in the underlying contract.100
In that case, such a dependent undertaking would probably better represent the intentions of
the parties and prevent the muddling of independent undertaking law.
One other option for parties who wish to condition calling upon a guarantee on a negative
stipulation would be an ancillary agreement separate from the underlying transaction, which
would provide the terms for when the guarantee could be called upon. An attempt at this
occurred in the Sulzer Pumps case, where the parties allegedly reached an agreement whereby
the beneficiary agreed not to call upon the unconditional performance guarantee prior to finalization of arbitration proceedings.101 As that case’s confusing holding illustrates, the use of any
ancillary agreement without explicitly amending the independent guarantee is highly problematic and the use of ancillary agreements is not advisable in most circumstances involving independent undertakings because it naturally undermines the independence of the credit.102
However, if circumstances necessitate the use of an ancillary agreement, parallel construction
between the ancillary agreement and the amendments to the independent undertaking are of
the utmost importance to ensure the guarantee will operate as intended.103
C. An Alternative to the Australian Courts’ “Whole Contract Doctrine”
The case law to date indicates that Australian courts’ will look to underlying contracts
related to independent undertakings with little regard for the independence principle, international rules of practice, and explicit unconditional language. Given the state of the Australian
law in this area currently, it’s important to think practically about alternative readings that don’t
solely rely on the age-old independence principle. Therefore, this article offers an alternative
approach to the Australian courts’ “whole contract doctrine”: It argues that negative stipulations in the underlying contract concerning when an independent undertaking may be drawn
upon should be superseded by any language in the credit that references an “irrevocable” or
“unconditional” right to call upon the independent undertaking. To be sure, this proposed
regime is not strictly in compliance with international rules of practice. As this article has reiterated, no rules of practice encourage judges or banks to look to the underlying contract for
any reason when the dispute concerns an independent undertaking.104 However, given how far
afield Australia’s regime has gone, an alternative to the whole contract doctrine is needed. The
Clough case demonstrates a similar line of thinking in some respects because the court did
resolve the issue in favor of the LC, albeit while still analyzing whether the underlying contract
contained any pertinent negative stipulations, despite the fact the independent undertaking
was unconditional.105
100. See Right of Surety To Subrogation Against Third Party, 17 WASH. & LEE L. REV. 112, 113–14 (1960).
101. Sulzer Pumps (S. Afr.) (Proprietary) Ltd. v. Covec-MC Joint Venture [2014] ZAGPPHC 695 ¶ 9 (S. Afr.).
102. See supra Section (II)(B)(5).
103. See Sulzer Pumps (S. Afr.) (Proprietary) Ltd. v. Covec-MC Joint Venture [2014] ZAGPPHC 695 ¶¶ 48–49 (S. Afr.)
(finding that beneficiary’s counsel had inserted entitlements to immediately demand payment under the guarantee that had not been included in a previous extension of the guarantee.).
104. See supra Section (III)(A).
105. See supra Section (II)(B)(1).
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D. Commercial Consequences of the Negative Stipulation Doctrine
Setting aside the legal analysis on the failings of the negative stipulation doctrine, it is
important to note that the current Australian precedent could mean significant commercial
consequences for parties looking to utilize independent undertakings. First, given the uncertainty surrounding whether beneficiaries will be able to draw on independent undertakings in
the event negative stipulations exist in the underlying contract, its likely transaction costs to
enter into independent undertakings will increase. Independent undertakings always have
transaction costs but the potential for misallocation of risk under Australian case law could lead
to higher costs.106 For example, issuers could increase the fees charged to applicants if they
believe they could be put in uncertain situations in disputes over negative stipulations in the
underlying contract. Beneficiaries may drive harder bargains if they believe that any dispute
that might lead them to call upon an independent undertaking will lead them to litigating
underlying contractual disputes that are intended to be resolved in arbitration. Perhaps most
importantly from a macroeconomic perspective, these increased costs could hinder or prevent
net beneficial transactions from taking place because of concerns about risk allocation.
Moreover, if the Australian regime concerning negative stipulations continues down its
current path, parties may be forced to turn to more costly forms of risk allocation that could
hurt less creditworthy businesses. For instance, beneficiaries may find that independent undertakings are no longer as good as cash and thus force applicants to set aside percentages of contracts in interest-bearing escrow accounts. International companies doing business in Australia
may undertake wholesale review of credits in their benefit to determine whether they need to
take more protective measures. Finally, it’s possible that parties may attempt to develop another
form of independent undertaking in an attempt to avoid the negative stipulation doctrine.
Although unlikely, a new form of independent undertaking would have immense consequences
and costs and would not yet have international rules of practice governing its use.
E. Concerns for Beneficiaries
Given the current state of the negative stipulation doctrine, beneficiaries holding independent undertakings subject to Australian law certainly will have many concerns going forward.
First, the uncertain standards by which courts may imply a negative stipulation that could prevent a beneficiary from calling upon an independent undertaking are sure to trouble beneficiaries
generally. The ALYK case laid out an ambiguous five-part test for implying negative stipulations
that is ripe for judicial overreach.107 While express negative stipulations present uncertainty in
their own right, implied negative stipulations can be conjured up with no express language to
give a contract “business efficacy” in the eyes of the court when the parties have already negotiated the risk allocation they desire. Second, the notion expressed in Kell & Rigby which stated
that a right to call upon an independent undertaking was “asserted” and not established” puts
beneficiaries in a very risky position and further undermines the unconditional nature of inde106. See Dolan, supra note 6, at 7.
107. ALYK (H.K.) Ltd. v. Caprock Commodities Trading Pty Ltd. and Anor [2012] NSWSC 1558 ¶ 112. See supra Section (II)(B)(4).

NYILR Winter 2018.book Page 37 Tuesday, June 5, 2018 2:08 PM

Winter 2018]

A New Exception to the Autonomy Principle

37

pendent undertakings.108 The very point of independent undertakings is that nothing outside of
what is required in the documentary credit is necessary to call upon it. Although this paper has
discussed the underlying issues surrounding the Kell & Rigby case,109 asking that beneficiaries
assert a right to call upon an independent undertaking when they have an established right to call
upon it at any time is certainly cause for concern. Finally, the mixing of the unconscionability
exception and the negative stipulation doctrine is also quite distressing.110
F. Potential Solutions for Beneficiaries
Although the state of beneficiary rights under the negative stipulation doctrine in Australia is uncertain, there are steps beneficiaries can take to protect themselves under this developing regime. Clough offers a blue print for beneficiaries to ensure that Australian courts applying
the negative stipulation doctrine don’t find reason to enjoin a call upon an independent undertaking. The inclusion of the phrase “notwithstanding any dispute(s) pending” in clause 2 of the
performance guarantee helped demonstrate that the beneficiary had contracted to allocate risk
in the event of any dispute, regardless of whether the applicant had failed to honor any of the
commitments in the underlying contract.111 Further, even when clause 3.3.3 of the underlying
contract was implicated by the court, the court found that there was no way to read “on breach
of contract” to mean that an actual breach was necessary for the beneficiary to exercise its rights
under the standby LC.112 This situation demonstrates the desired outcome for beneficiaries
and should be mimicked. It allows the independent undertaking to remain divorced from the
underlying contract despite the negative stipulation doctrine’s “whole contract” approach. It’s
also important to note that the independent undertaking in Clough was subject to the
UCP600’s predecessor (UCP500), helping to solidify its independence.
Other more general solutions are also options for beneficiaries. For instance, the language
in Clough and dicta in other cases suggests that explicit reference to the independent undertaking as a risk allocation mechanism in the underlying contract could help establish independence as the Australian courts apply the negative stipulation doctrine. Another more obvious
solution is to make sure that independent undertakings reference international rules of practice. As mentioned previously, because of the Australian courts’ focus on analyzing underlying
contracts, it’s unclear in many cases as to which rules of practice parties have chosen, if any.113
Finally, the option of last resort for beneficiaries would be to explicitly opt out of Australian law
as it relates independent undertakings. Although this sounds promising and could work in certain instances, it’s not likely a practicable solution for most beneficiaries.
108. Kell & Rigby Holdings Pty Ltd. v. Lindsay Bennelong Dev. Pty Ltd. [2010] NSWSC 777 ¶ 29.
109. See supra Section (II)(B)(3).
110. See supra Section (II)(B)(5).
111. Clough Eng’g Ltd. v. Oil & Nat. Gas Corp. Ltd. [2008] FCAFC 136 ¶¶ 93–96.
112. Id.
113. See supra Section (II)(C).
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IV. Conclusion
Independent undertakings in the form of LC’s, standbys, and demand guarantees have
long facilitated international trade and commercial dealings and a solidified third exception to
the independence principle in one jurisdiction will not change that. Yet, the recognition of the
negative stipulation doctrine in Australia represents perhaps the most dramatic departure from
the independence principle by a well-developed nation-state fully engaged in international
commerce. Any other additional avenues for enjoining draws on independent undertakings
naturally weaken their commercial practicality. The review of case law in this article demonstrates how hard beneficiaries may have to work in order to call upon their LC’s, Standby LC’s,
and demand guarantees in the future. On the other hand, this article aims to not only help
explain the negative stipulation doctrine but also provide analysis on how to find solutions to
its pitfalls. The hope is that this article can serve as primer for anyone facing a negative stipulation issue in Australia, as the number of cases in this area may only increase. One thing is certain, the independence principle is on the decline in Australia, the negative stipulation doctrine
is at its apex, and beneficiaries must be prepared for what comes next.
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Patently Obvious: Why the United Kingdom’s Participation in
the Unified Patent Court & the Unitary Patent in a Post-Brexit
Regime Will be Beneficial for UK Citizens
Erin P. Seery1

I.

Introduction

“The results are in: the citizens of Texas have voted to leave the United States.”2 A Texan
succession from the United States, or “Texit,” would surely be a shock to the American public,
as it stands among the top ten states, economically.3 Although unrealistic, it is quite possible to
imagine “Texit” in light of Texas’ own independence, traditions, and history. Texas has continuously experienced an influx of immigrants looking for new opportunities, which arguably may
be causing a sense of dilution of the Texan culture. Weary of the federal government’s failure to
respect Texas’s laws and wishes regarding immigration, jobs, and state sovereignty, it is conceivable that Texas could declare its exit from the United States. While Texas has not voted to
secede from the United States, this imagined scenario is strikingly similar to the United Kingdom’s 2016 referendum to leave the European Union (EU).
Since the 1950s, Europe has endeavored to change the way of the world and the means by
which states interact with each other. Tired of fighting high-mortality wars, the war-torn countries of Europe set out to unite in order to form a “more perfect union,” not to be confused
with the United States. The creation of the EU led to the creation of a single market, the free
movement of goods, services, capital, and people, and lenient borders that allow all EU citizens
to freely cross into other member states. While all these benefits have been sticking points for
encouraging European countries to join the EU, some of them have dissuaded the United
Kingdom (UK) from continuing its membership in the “picture-perfect” union.
In a nationwide referendum held on June 23, 2016, a majority of the citizens of the UK,
including England, Northern Ireland, Scotland, and Wales, voted to leave the EU.4 The desired
exit from the EU became popularly known as “Brexit.” While the UK once fancied being part of
a single market, today, its citizens have become concerned with the nation’s sovereignty and the
increasing number of migrants that have entered the country due to the development and rapid
growth of the refugee crisis. While these may be valid concerns and reasons for the UK to leave
the EU, did its British, Scottish, Welsh, and Irish citizens consider how Brexit will impact other
sects of the government, economy, and society? Whether or not they contemplated such an
1.

Executive Notes and Comments Editor, New York International Law Review; Internal Competition Coordinator,
St. John’s Law Dispute Resolution Society; J.D. Candidate, 2018, St. John's University School of Law. The author
would like to thank Professor Eva E. Subotnik for her support, assistance, and time in writing this Note

2.

Zack Beauchamp, Brexit, explained by an analogy to Texas leaving the United States, VOX (June 24, 2016, 11:26
AM), https://www.vox.com/2016/6/24/12023670/brexit-results-referendum-america.

3.

Economy Rankings: Measuring states’ economic stability and potential, U.S. NEWS & WORLD REP., https://
www.usnews.com/news/best-states/rankings/economy (last visited Mar. 4, 2018).

4.

EU Referendum Results, BBC NEWS, http://www.bbc.com/news/politics/eu_referendum/results (last visited Mar.
4, 2018).
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effect, there is no turning back since UK Prime Minister (PM), Theresa May, began the Brexit
process by invoking Article 50, as will be discussed below. Since the UK is on its way to once
again being an independent country, this paper asserts that the UK government should take certain steps to ensuring participation in certain agreements and regimes that will advance the
interests of not only the government, but, more importantly, its citizens; this Note specifically
concerns post-Brexit UK’s participation in the Unified Patent Court and the Unitary Patent.
Intellectual property laws are a crucial part of today’s society because they promote the arts
and sciences that society enjoys and foster growth in the economies around the world. While all
forms of intellectual property play a vital role in our everyday lives, this Note discusses patent
protection, specifically in the EU and the UK, post-Brexit. This Note emphasizes that the UK
should remain part of the Unified Patent Court (UPC) after it leaves the EU, and furthermore,
allow its citizens to take part in the Unitary Patent. There are numerous agreements that contribute to intellectual property within the EU, however, the main focus of this Note is the Agreement on a Unified Patent Court (“UPC Agreement”). The UPC Agreement, an international
agreement, provides for a unified court system, i.e., the UPC, to resolve a designated set of patent disputes throughout the EU’s member states.5 Under the current system, there are many
ways by which an individual or entity may obtain patent protection within the EU. However,
the Unitary Patent, when in effect, will revolutionize patent protection by creating a uniform
system for patent protection throughout the EU by allowing patentees to receive the same protection in each EU member state, rather than protection subject to the varying laws of each state.
Part II of this Note discusses the background of the EU, the UK, and Brexit, including the
development of the EU and the UK’s motivation for leaving the EU. Part III examines intellectual property in the EU, the various regimes that make up the intellectual property system
within the EU, and the future of intellectual property in the EU post-Brexit. Part IV considers
the implications of Brexit on intellectual property within the EU as well as its effect on intellectual property within post-Brexit UK. Finally, this Note argues that post-Brexit UK should
remain part of the UPC and allow its citizens to participate in the Unitary Patent; pros and cons
are discussed and its benefits offered as justifications for why the UK should act accordingly.

II. Background
A. The European Union
The EU, an economic and political alliance of twenty-eight European states,6 was organized with the intent of ending the gruesome fighting between neighboring countries in
5.

Arnold, R., Bently, L. Derclaye, E., & Dinwoodie, G., The Legal Consequences of Brexit through the Lens of IP
Law, 101 JUDICATURE 1 (Feb. 17, 2017). See generally, Agreement on a Unified Patent Court, [2013] 56 OFFICIAL JOURNAL OF THE EUROPEAN UNION O.J./C/175/01 [hereinafter “UPC Agreement”].

6.

Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany,
Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Romania,
Slovakia, Slovenia, Spain, Sweden, United Kingdom. See The 28 Member Countries of the EU by Alphabetical
Order, EUROPEAN UNION, https://europa.eu/european-union/about-eu/countries_en (last visited Mar. 17, 2018).
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Europe. To become a member, the applying country must meet the Copenhagen criteria as set
forth in the Treaty on European Union.7 The Copenhagen criteria requires a country to have:
(a) stable institutions guaranteeing democracy, the rule of law, human rights, and respect for
and protection of minorities, (b) a functioning market economy and the capacity to cope with
competition and market forces in the EU, and (c) the ability to take on and implement effectively the obligations of membership, including adherence to the aims of political, economic
and monetary union.8 States accede to the EU by becoming parties to its founding treaties,9
thereby subjecting themselves to the privileges and obligations of EU membership, including
submission to the jurisdiction of the European Court of Justice (CJEU).10
In 1957, Belgium, France, West Germany, Italy, Luxembourg, and the Netherlands signed
the Treaty of Rome,11 which created the European Economic Community (“Community”),
also known as the Common Market.12 The Treaty of Rome proposed to create a single market
for the movement goods, services, people, and capital throughout the member states of the
Community.13 In 1973, the EU expanded to embrace Denmark, the UK, and Ireland.14 Over
the next fifteen years, the Community enlarged to include Greece, Portugal, and Spain.15 In
7.

Consolidated Version of the Treaty on European Union, [2002] C/ 326/ 13 (establishing the Copenhagen criteria) [hereinafter “Treaty on European Union,” or “TEU”].

8.

Id.; European Neighborhood Policy and Enlargement Negotiations: Conditions for Membership, European Commission (Mar. 15, 2015), https://ec.europa.eu/neighbourhood-enlargement/policy/conditions-membership_en; Eur.
Parl. Ass., Presidency Conclusions, Copenhagen European Council, (June 21-22, 1993) (stating “membership
requires that candidate country has achieved stability of institutions guaranteeing democracy, the rule of law [of
the EU], human rights, respect for and protection of minorities, the existence of a functioning market economy
as well as the capacity to cope with competitive pressure and market forces within the Union. Membership presupposes the candidates’ ability to take on the obligations of membership including adherence to the aims of
political, economic, and monetary union.”).

9.

The relevant founding treaties of the EU are the Treaty on European Union (TEU) (originally the Maastricht
Treaty, signed in 1992), establishing the EU, and The Treaty of Rome (subsequently, the Treaty establishing the
European Economic Community), signed in 1957, establishing the European Economic Community. The
Treaty of Rome was renamed the Treaty on the Functioning of the European Union (“TFEU”) after the Treaty of
Lisbon, a series of amendments to the founding treaties of the EU, entered into force in 2007, infra note 101; see
EU law and related documents, Founding treaties, http://eur-lex.europa.eu/collection/eu-law/treaties/treatiesfounding.html; see also Treaty of Lisbon: Introduction, http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/
?uri=LEGISSUM:ai0033&rid=1 (stating, the Treaty of Lisbon reforms the EU institutions and improves the EU
decision-making process; strengthens the democratic dimension of the EU; reforms the internal policies of the
EU; strengthens the external; policies of the EU.).

10.

European Neighborhood Policy and Enlargement Negotiations: Conditions for Membership, European Commission
(Mar. 15, 2015). The founding treaties of the EU are a set of international treaties between the EU member
states which set out the EU’s constitutional basis and laws. See EU law and related documents, Founding treaties,
supra note 9. These treaties establish various EU institutions, as well as their procedures and objectives. Id. The
EU can only act within the competences granted to it through these treaties. Id.

11.

About the EU: The history of the European Union, https://europa.eu/european-union/about-eu/history_en.

12.

Rome Treaty, art. I, Mar. 25, 1957, 298 U.N.T.S. 1.

13.

Id. at art. 3(a), (c).

14.

See The 28 Member Countries of the EU by Year of Entry, EUROPA.EU, https://europa.eu/european-union/abouteu/countries_en#tab-0-1.

15.

Id.
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1985, the Schengen Agreement16 was signed, allowing for the gradual removal of internal border controls and the introduction of the freedom of movement for all nationals of a majority of
the signatory countries,17 as well as several non-member states.18 In 1986, the EU member
states signed and enacted the Single European Act, which created the EU’s Single Market.19 In
1992, the Single Market was completed with the signing of the Maastricht Treaty, establishing
the four freedoms, i.e., the movement of goods, services, money, and people.20 The four freedoms, which aim to remove trade barriers and harmonize national laws at the EU level, lie at
the heart of the EU and secure the single market. The free movement of goods eliminates customs duties and other trade barriers so that goods can move freely across borders as if they are
within national borders.21 The free movement of services allows EU companies to establish and
provide services in other EU member states.22 Free movement of capital bans restrictions on
capital movements and payments between member states as well as between member states and
third countries.23 Finally, the most controversial of the four freedoms, the free movement of
people, provides EU migrants the right to live and work in any EU member state.24
The Maastricht Treaty, formally known as the Treaty on European Union (TEU), transformed the EU from an economically oriented project to a politically oriented project; it subsequently led to the creation of a single European currency: the euro.25 In 2002, the euro bank
notes and coins replaced the currency of twelve of the original EU member states.26 Today, the
16.

See generally Agreement between Governments of the States of the Benelux Economic Union, the Federal Republic of Germany and the French Republic on the gradual abolition of checks at their common borders, Schengen
Agreement, June 14, 1985, 2000 O.J. (L 239) 13 [hereinafter “Schengen Agreement”].

17.

The Schengen Area, European Commission (Dec. 12, 2012), http://biblio.ucv.ro/bib_web/bib_pdf/EU_books/
0056.pdf (the EU member states that allow EU citizens to cross internal borders without being subjected to border checks are Austria, Belgium, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Slovakia, Slovenia, Spain, and
Sweden).

18.

Id. (stating that the non-EU member states that allow EU citizens to cross internal borders without being subjected to border checks are Iceland, Norway, Switzerland, and Liechtenstein).

19.

The Single European Act art. 13, Feb. 1, 1986, (L 169) 1, 7, http://eur-lex.europa.eu/resource.html?uri=cellar:a519205f-924a-4978-96a2-b9af8a598b85.0004.02/DOC_1&format=PDF. As the first major revision to the
1957 Treaty of Rome, the Single European Act set an objective of establishing a single market in the EU by
December 31, 1992 after entering into force on July 1, 1987. Id.

20.

Treaty on European Union art. 3, supra note 7, at 17.

21.

Single Market, Four Freedoms, Sixteen Facts, KOMMERSKOLLEGIUM NATIONAL BOARD OF TRADE, (May 2015),
https://www.kommers.se/Documents/dokumentarkiv/publikationer/2015/Publ-single-market-4-freedoms-16facts.pdf. The principle of the free movement of goods was established by the Treaty of Rome in 1957. Id.

22.

Id. at 6. The principle of the free movement of services was established in 1957 by the Treaty of Rome. Id.

23.

Id. at 10. The principle of free movement of capital was established by the Treaty of Rome in 1957 and reinforced by the Treaty of Maastricht, which established that all restrictions on the movement of capital are prohibited across the single market. Id.

24.

Id. at 12. The principle of free movement of persons was established in 1957 by the Treaty of Rome. Id. In 1993,
the Maastricht Treaty established EU citizenship, granting EU citizens the right to reside in any EU member
state. Id.

25.

Treaty on European Union, supra note 7.

26.

European Commission, The History of the Euro, https://ec.europa.eu/info/about-european-union/euro/historyeuro/history-euro_en. The euro coins and banknotes were launched on Jan. 1, 2002, and the biggest cash
changeover in history took place in twelve EU countries (i.e., Austria, Belgium, Finland, France, Germany,
Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal, and Spain). Id.
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euro is the second largest reserve currency in the world, as it is the currency of nineteen EU
member states.27 The EU experienced its largest addition in 2004 when ten countries joined,28
seven of which have since adopted the euro as their form of currency.29 Since the early 2010s,
the EU has been tested by several issues including debt crises in certain EU countries and
increased refugee migration from the Middle East into EU member states. The most relevant
EU controversy for purposes of this note is the UK’s decision to leave the EU.
B. The United Kingdom, the EU, and Brexit
The UK became a member of the EU on January 1, 1973.30 Since October 2015, groups
within the UK’s Independence Party (e.g., Leave.EU and Grassroots Out),31 the Conservative
Party (e.g., Vote Leave),32 and the Labour Party (e.g., Labour Leave)33 have campaigned for the
UK to leave the EU. Proponents for leaving the EU argue that the UK is constricted by the EU
and its laws because of the EU’s imposition of countless rules on businesses and high membership fees (i.e., billions of pounds per year) for few benefits in return.34 More important, this
Note focuses on Brexit advocates in support of the UK’s sovereignty and democracy as reasons
for becoming independent from the EU.35 Consequently, supporters of Brexit no longer wish
to be subject to the jurisdiction of the CJEU or to be bound by its legislation.36 Moreover, the
foremost reasons why most citizens voted in favor of Brexit were: (1) the principle that deci27.

Id. See European Commission, What is the Euro area?, https://ec.europa.eu/info/business-economy-euro/euroarea/what-euro-area_en.

28.

Elitsa Vucheva, EU still ‘digesting’ 2004 enlargement five years on, EU OBSERVER (May 1, 2009), https://euobserver.com/enlargement/28049 (stating the ten new member states in 2004 were Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia, and Slovenia).

29.

European Commission, EU Countries and the Euro, https://ec.europa.eu/info/business-economy-euro/euro-area/
euro/eu-countries-and-euro_en (Slovenia in 2007; Cyprus and Malta in 2008; Slovakia in 2009, Estonia in
2011, Latvia in 2014; and Lithuania in 2015).

30.

European Commission, EU Member Countries in Brief: United Kingdom, https://europa.eu/european-union/
about-eu/countries/member-countries_en.

31.

Leave.EU, launched in September 2015, and Grassroots Out, formed in Jan. 2016, both campaigned for a leave
vote in the Brexit referendum. Leave.EU was endorsed Nigel Farage and was run by entrepreneurs and businessmen rather than politicians. See EU-exit campaign group ‘Grassroots Out’ is launched, BBC NEWS (Jan. 23, 2016);
see generally http://leave.eu.

32.

Vote Leave was created in October 2015 and became the lead organization campaigning for a leave vote in the
Brexit referendum. On Apr. 13, 2016, Vote Leave was designated by the Electoral Commission as the official
campaign in favor of leaving the EU for the United Kingdom referendum on European Union membership. Jon
Stone, Vote Leave designated as official EU referendum Out campaign, THE INDEPENDENT (Apr. 13, 2016). Vote
Leave is supported by MPs such as Gisela Stuart, a Labour MP, and Michael Gove, as well as politician Boris
Johnson, a key figurehead for the group. See generally http://www.voteleavetakecontrol.org/index.html.

33.

Labour Leave campaigned with the UK’s Labour Party for the UK to leave the EU. The group is led by Chair,
John Mills, and MPs Kate Hoey, and Frank Field. See generally http://www.labourleave.org.uk.

34.

Alex Hunt & Brian Wheeler, Brexit: All you need to know about the UK leaving the EU, BBC NEWS (Mar. 4,
2018).

35.

Id.

36.

See The European Union, Court of Justice of the EU. The CJEU, established in 1952, ensure that Union law is
interpreted and applied the same way in every EU country and that EU institutions abide by EU law such as giving preliminary rulings to national courts that are in doubt about the interpretation or validity of an EU law,
enforces the law through infringement proceedings, and sanctions EU institutions through actions for damages
for harming EU citizens or companies. Id.
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sions concerning the UK should be taken in the UK37 (2) that voting to leave offered the best
chance for the UK to regain control over immigration and its own borders,38 and (3) because
remaining meant the UK would have little or no choice about how the EU expanded its membership or powers.39 Subsequent to the vote in favor of Brexit, Theresa May vowed to take back
control of the UK’s sovereignty, to make UK law supreme over the CJEU, and to take back full
control of its borders, in turn reducing the number of non-citizens entering the country.40
Despite its various reasons, the UK’s desire to leave the EU stems from the underlying principle
that the UK’s citizens no longer wish to be subject to and bound by the laws and jurisdiction of
the EU and CJEU, respectively.41
On June 23, 2016, the UK held a referendum to decide whether the UK should leave the
EU or remain part of the political and economic alliance.42 More than thirty million UK citizens voted, and over seventeen million citizens (51.9%) voted in favor of leaving the EU.43
In 2007, after the signing of the Treaty of Lisbon,44 the TEU granted EU member states,
for the first time, the explicit legal right to depart from the EU and provided the procedure for
doing so.45 A state that wishes to leave the EU must first notify the European Council before it
may terminate its membership; thereafter, Article 50 of the TEU46 must be invoked. Article 50
gives the withdrawing state and the EU two years to negotiate the terms of the breakup.47 The
relevant sections of TEU Article 50 provide:
1. Any Member State may decide to withdraw from the Union in accordance with its own constitutional requirements.
37.

How the United Kingdom voted on Thursday…and why, LORD ASHCROFT POLLS (June 24, 2016), https://lordashcroftpolls.com/2016/06/how-the-united-kingdom-voted-and-why/ (last visited Mar. 21, 2018). Nearly
49% of voters voted to leave the EU based on sovereignty. Id.

38.

Id. (stating “[o]ne third of leave voters (33%) cited the main reason as leave offering the best chance for the UK
to regain control over immigration and its own borders”).

39.

Id. About one eighth of leave voters (13%) voted in favor of leaving for this reason.

40.

See Theresa May’s Brexit speech in full: Prime Minister outlines her 12 objectives for negotiations, INDEPENDENT
(Jan. 17, 2017), https://www.independent.co.uk/news/uk/home-news/full-text-theresa-may-brexit-speechglobal-britain-eu-european-union-latest-a7531361.html (last visited Mar. 29, 2018); see also Charlie Moore, ‘I
will solve the migrant crisis’: New PM Theresa May vows to bring back control of British Borders and end free movement for EU citizens, DAILY MAIL (Jul. 12, 2016)., http://www.dailymail.co.uk/news/article-3687520/I-solvemigrant-crisis-New-PM-Theresa-vows-bring-control-British-borders-end-free-movement-EU-citizens.html (last
visited Mar. 29, 2018).

41.

Theresa May’s Brexit speech in full: Prime Minister outlines her 12 objectives for negotiations, supra note 40.

42.

Hunt & Wheeler, supra note 34.

43.

See EU Referendum Results, The Electoral Commission, http://www.electoralcommission.org.uk/find-information-by-subject/elections-and-referendums/past-elections-and-referendums/eu-referendum/electorate-andcount-information. See also EU Referendum Results, supra note 4.

44.

Treaty of Lisbon Amending the Treaty on European Union and the Treaty Establishing the European Communities, Dec 13, 2007, 2007 O.J. (C 306) 1 [hereinafter “Treaty of Lisbon”].

45.

TEU, supra note 7, at art. 50.

46.

Id.

47.

Id. at 50(3).
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2. A Member State which decides to withdraw shall notify the European
Council of its intention. In the light of the guidelines provided by the European Council, the Union shall negotiate and conclude an agreement with
that State, setting out the arrangements for its withdrawal, taking account of
the framework for its future relationship with the Union . . .
3. The Treaties shall cease to apply to the State in question from the date of
entry into force of the withdrawal agreement or, failing that, two years after
the notification referred to in paragraph 2, unless the European Council, in
agreement with the Member State concerned, unanimously decides to
extend this period . . . .48
Since the TEU fails to explicitly mention the British Parliament, it is important to understand how exactly the British government has the authority to trigger Article 50. Article 50(1)
states that an EU member state may withdraw in accordance with its own constitutional
requirements.49 The UK government proposed that it was allowed to use its prerogative powers
to withdraw from the EU by serving the European Council with Notice of its intent to do so;50
however, the Supreme Court of the UK begs to differ.51
On January 24, 2017, in reading the judgment for R (Miller) v. Secretary of State for Exiting the European Union,52 the Supreme Court of the United Kingdom President Lord Neuberger stated: “By a majority of eight to three, the Supreme Court today rules that the
government cannot trigger Article 50 without an act of Parliament authorising it to do so.”53
The Supreme Court judgment held that an act of Parliament is required to authorize ministers
to give notice of the decision of the UK to withdraw from the European Union.54 While the
reasoning for the Supreme Court’s decision is important for Brexit, the particularly lengthy,
complex discussion it requires is not necessary for this Note; consequently, it is briefly
described below.
The European Communities Act 1972 gave domestic effect to UK obligations under EU
treaties and set forth the process by which EU law effectively becomes a source of UK law and
takes precedence over UK law.55 Withdrawal from the EU will result in a fundamental change in
the UK’s constitutional arrangements to the extent that UK domestic laws and EU laws differ.56
Thus, such a fundamental change will be the inevitable result if the UK government serves
48.

Id. at art. 50.

49.

Id. at 50(1).

50.

R (Miller) v. Secretary of State for Exiting the European Union (2017) UKSC 5, 5 para. 5, (Jan. 24, 2017)
https://www.supremecourt.uk/cases/docs/uksc-2016-0196-judgment.pdf.

51.

Id. at 40 para. 122.

52.

See R (Miller) v. Secretary of State for Exiting the European Union, supra note 50.

53.

Brexit: Supreme Court says Parliament must give Article 50 go-ahead, BBC NEWS (Jan. 24, 2017), http://
www.bbc.com/news/uk-politics-38720320.

54.

R (Miller) v. Secretary of State for Exiting the European Union, supra note 50 at 34–35, para. 101, 104–05; 39–
40, para. 121–24.

55.

Id. at 20–21, para. 60.

56.

Id. at 26–27, para. 78–80.
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notice of its intent to withdraw on the European Council.57 Moreover, the UK Constitution
requires such fundamental changes to be affected by Parliamentary legislation.58 Therefore,
although a majority of the country’s citizens wish to leave the jurisdiction of the EU, the British
Parliament must first invoke Article 50 of the TEU, before the UK may officially leave the EU.59
On February 1, 2017, the House of Commons formally authorized Prime Minister Theresa May to trigger Article 50 and begin the Brexit process.60 On March 29, 2017, PM May
notified President Donald Tusk of the European Council of her decision to invoke Article 50,61
meaning that the UK will effectively leave the EU by March 2019, unless the parties otherwise
agree to extend the negotiation process.62 Until the withdrawal process is complete, the UK
will remain a member of the EU and will continue to be subject to its jurisdiction and treaties.63 After the terms of Brexit have been negotiated, the treaties of the EU will cease to apply
to the UK.64 In furtherance of the withdrawal process, PM May has promised a Great Repeal
Bill, which passed its second reading in the British Parliament on September 11, 2017; upon its
entry into force on the effective date of the UK’s withdrawal from the EU, it will end power of
the CJEU in the UK, as well as the Union’s legal supremacy in the UK by converting about
12,000 pieces of EU law into British constitutional law.65 The Bill will allow the British government to decide which EU laws it desires to keep, change, or remove.66 Additionally, as of
now, there is a great deal of uncertainty as to what will happen in the weeks, months, and years
to come; however, this paper predicts that, since Prime Minister May has triggered Article 50,
the UK will ultimately leave the jurisdiction and single market of the EU and be governed by
its own laws.

III. Intellectual Property in the European Union
Intellectual property refers to creations of the mind, such as inventions, literary and artistic works, designs, and symbols used in commerce, created by an individual or entity, which
gives the individual or entity an advantage over the general public by providing recognition or
57.

Id. at 27–28, para. 81.

58.

Id. at 28, para. 82.

59.

TEU, supra note 7, at art. 50.

60.

Angela Dewan, House of Commons OKs Brexit bill, CNN (Feb. 8, 2017), https://www.cnn.com/2017/02/08/
europe/brexit-bill-parliament-vote-article-50/index.html.

61.

The Prime Minister’s letter to President Tusk, BBC (March 29, 2017), p. 1, http://news.bbc.co.uk/2/shared/bsp/
hi/pdfs/29_03_17_article50.pdf.

62.

TEU, supra note 7, at art. 50(3).

63.

Id.; The Legal Consequences of Brexit through the Lens of IP Law, supra note 5 at 1.

64.

Id.

65.

EU Withdrawal Bill (Repeal Bill), INST. FOR GOV. (Oct. 30, 2017), https://www.instituteforgovernment.org.uk/
explainers/repeal-bill; EU Withdrawal Bill: A guide to the Brexit repeal legislation, BBC NEWS (Nov. 13, 2017),
http://www.bbc.com/news/uk-politics-39266723; What is the EU Withdrawal Bill? The only explanation you need
to read, THE TELEGRAPH POLITICS (Feb. 12, 2018), https://www.telegraph.co.uk/politics/0/eu-withdrawal-billexplanation-need-read/.

66.

Id.
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financial benefits for what they invent or create.67 Depending on the type of intellectual property an individual has created, he or she may be eligible to receive protection for those creations
by means of the Intellectual Property Rights set forth by the World Intellectual Property Organization (WIPO). There are three main types of intellectual property for which protection may
be sought: patents, copyrights, and trademarks.68
Patents allow a patentee, i.e., the individual or entity holding the rights to the patent, to
prevent third parties from making, using, or selling the invention for a specified period of up to
20 years.69 Under WIPO,70 patent protection is available for any inventions which are susceptible of industrial application, that are new and involve an inventive step.71 A copyright informs
others that an individual (as an author) intends to control the production, distribution, display,
or performance of his or her work.72 Under WIPO, copyright protection is available for books,
music, films, software, etc.73 Finally, trademarks protect the name of a company or product by
preventing other businesses from using the mark or selling a product under the same mark.74
Under WIPO, trademark protection is available for words, logos, devices, or other distinctive
features (i.e., brands), provided they meet certain requirements.75 While each form of intellectual property protection is as important as the next, this Note focuses on patent protection in
the EU and the UK post-Brexit. At the most basic level, patentees may file for patent protection, subject to approval, in each state where protection is desired (i.e., national patents).
A. The Convention on the Grant of European Patents
The Convention on the Grant of European Patents (EPC),76 signed in Munich, in
1973,77 created a system of law, common to the contracting states, for the grant of European
patents for inventions.78 It empowers the European Patent Office (EPO) to grant bundles of
national patents (i.e., a European patent) to patentees through a single application process,79
67.

What is Intellectual Property, WORLD INTELLECTUAL PROP. ORG., http://www.wipo.int/about-ip/en/ (last visited Mar. 12, 2018) [hereinafter “WIPO”].

68.

Id.

69.

WIPO: About IP, Patents (March 12, 2018), http://www.wipo.int/patents/en/.

70.

WIPO currently has 191 member states including all 28 EU member states. See WIPO: Member States, http://
www.wipo.int/members/en/.

71.

Convention on the Grant of European Patents, art. 52(1), Oct. 5, 1973, 1065 U.N.T.S. 271 [hereinafter
“EPC”]. The EPC is in force for Belgium, Federal Republic of Germany, France, Luxembourg, Netherlands,
Switzerland and United Kingdom. Austria, Denmark, Finland, Greece, Northern Ireland, Italy, Lichtenstein,
Monaco, Norway, Portugal, Sweden, Turkey and Yugoslavia are also parties to the agreement.

72.

See Copyrights, WIPO, http://www.wipo.int/copyright/en/. (last accessed Mar. 21, 2018).

73.

Id.

74.

See Trademarks, WIPO, http://www.wipo.int/trademarks/en/ (last accessed Mar. 21, 2018).

75.

Id.

76.

EPC, supra note 71. The EPC is an international organization with thirty-eight member states and without any
ties to the EU. See Thomas Jaeger, Reset and Go: The Unitary Patent System Post-Brexit 3 (Dec. 13, 2016), https:/
/papers.ssrn.com/sol3/papers.cfm?abstract_id=2884671.

77.

See Case C-1/09, Council of the European Union, 2011 E.C.R. I-1148.

78.

EPC supra note 71, at art. 1, 2(1). A European patent is available to any natural or legal person. Id. at art. 58.

79.

Id. art. 64(1).
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rather than requiring patentees to file applications in each state where protection is desired.
Under the EPC, the European patent shall have the same effect and be subject to the same conditions as a national patent granted by the state, unless otherwise provided.80 For example, an
Italian patentee who wishes to receive patent protection in Italy, Spain, the UK, and Germany
may file one application with the EPO to receive protection in all four countries; however, even
assuming the patentee’s invention is granted protection in each of the countries, the patent will
remain subject to each state’s national laws, thus causing uncertainty as to whether the patent is
valid or infringing on another patentee’s rights, or what the outcome of a lawsuit might be.
Thus, the patentee’s invention will receive the same protection as it would if the patentee had
filed separate applications in Italy, Spain, the UK, and Germany. The members of the EPC are
a mixture of EU member states and non-member states because the EPC is an international
treaty rather than solely an EU treaty.81
B. The European Patent Organization
The European Patent Organization (“Organization”), an intergovernmental organization
created in 1977,82 grants European patents under the EPC.83 The Organization is comprised
of two bodies: the European Patent Office and the Administrative Council.84 The Organization currently has thirty-eight member states,85 including both EU member and non-EU
member states.86 These non-EU member states are permitted to participate in the Organization because the Organization is not an EU entity, i.e., it is not legally bound to the EU.
1. The European Patent Office
The EPO is the executive body of the Organization.87 Under the EPC, the EPO provides
inventors with a uniform application procedure that allows them to seek patent protection in
any member state of the Organization, which now includes up to forty-two states.88 Such
European patents are not EU Patents per se; rather, they are a bundle of national patents of the
contracting member states. The bundle includes the individual states in which the patentee is
seeking patent protection for his or her invention. Under the EPC, any infringement of a Euro80.

Id. art. 2(2).

81.

Richard Gordon & Tom Pascoe, Re the Effect Of ‘Brexit’ on the Unitary Patent Regulation and the Unified Patent
Court Agreement, para. 2, 8, 14(c) (Sept. 12, 2016), http://www.eip.com/assets/downloads/gordon-and-pascoeadvice-upca-34448129-1-.pdf [hereinafter “Advisory Opinion”].

82.

EPO: European Patent Office, https://www.epo.org/about-us/governance.html.

83.

EPC, supra note 71, at art. 4(3); EU Patent Court to remain in London despite Brexit…for now, EPO (last visited
Mar. 14, 2018).

84.

EPO: European Patent Office, supra note 82.

85.

EPO: List of Member States According to Date of Accession, https://www.epo.org/about-us/organisation/member-states/date.html.

86.

Id. EPO members that are not EU members are Albania, Former Yugoslav Republic of Macedonia, Iceland,
Lichtenstein, Monaco, Norway, San Marino, Serbia, Switzerland, and Turkey. See The 28 Member Countries of
the EU by Alphabetical Order, supra note 6.

87.

EPO: European Patent Office, supra note 82. The Administrative Council is the supervisory and legislative body
of the Organization. Id.

88.

Id. See EPC, supra note 71, at art. 64(1).
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pean patent or other related claim is dealt with by the national law of the state where the claim
is brought.89 The European patent was created with the intention of allowing individuals and
companies to apply for patents in multiple EU countries without the hassle of filing for
national patents, i.e., filing in each country where patent protection is desired. A patentee seeking patent protection for his or her inventions can apply for a European patent through the
EPO; however, before protection takes effect, European patents must be validated by each
national patent office where the applicant seeks protection.90
C. The Future of Patents in the EU: The Unified Patent Court & the Unitary Patent
The Unified Patent Court (“UPC” or “Court”) is an international court91 comprising of
members from twenty-six EU Member States;92 however, it not an EU institution, meaning that
the UK has elected to participate in the Court notwithstanding the its main reasons for Brexit,
i.e., to regain sovereignty and control over its laws.93 The UPC was designed to provide more
efficient means by which patentees seeking patent protection in multiple countries can quickly
litigate patent issues, as compared to litigating in each country where a claim has been brought.
Each judgement rendered by technically qualified UPC judges will have effect throughout all
member states at the time the judgment is issued.94 Additionally, the Court will have the exclusive competence over disputes regarding both European patents and Unitary Patents,95 which
will be discussed in detail below. While European patents are governed by the laws of each separate nation and subject to a great deal of uncertainty, the implementation Unitary Patent is
aimed at the idea of uniformity in patent protection. Consequently, a Unitary Patent filed in
accordance with the UPC Agreement will receive uniform protection in all EU member states.
1. The Agreement on the Unified Patent Court
The Agreement on the Unified Patent Court (“UPC Agreement”), an international agreement providing for a unified court system to resolve a designated set of patent disputes throughout the EU’s member states,96 was completed in Brussels on February 19, 2013.97 In furtherance
89.

EPC, supra note 71, at art. 64(3).

90.

Id. at art. 2(2).

91.

The Unified Patent Court was established by an international treaty on Feb. 19, 2013. EPO: FAQ on the Unified Patent Court, https://www.epo.org/law-practice/unitary/upc/upc-faq.html (last updated Apr. 14, 2017)
(Mar. 14, 2018).

92.

Id.

93.

UK signals green light to Unified Patent Court Agreement, UK.Gov (Nov. 28, 2016), https://www.gov.uk/government/news/uk-signals-green-light-to-unified-patent-court-agreement.

94.

FAQ on the Unified Patent Court, supra note 91.

95.

Id. “This exclusive competence is however subject to exceptions with regard to European patents: cases may still
be brought before national courts, and proprietors of European patents may opt out from the UPC's exclusive
competence during a transitional period of seven years.” Id. For European patents and unitary patents, the UPC
will replace national courts; however, patentees will still have the opportunity to file for national patents outside
the jurisdiction of the UPC. Jaeger, Reset and Go: The Unitary Patent System Post-Brexit, supra note 76, at 11.

96.

Advisory Opinion, supra note 81, para. 2. The UPC Agreement applies only EU member states. Jaeger, Reset and
Go: The Unitary Patent System Post-Brexit, supra note 76, at 19. This will be discussed in more detail below.

97.

The Unified Patent Court (Immunities and Privileges) Order 2018 No. 184, 2 (Feb. 8, 2018) [hereinafter
“Immunities and Privileges Order”].
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of this process, the UK Parliament passed a new Intellectual Property Act in May 2014, which
authorized ratification and implementation of the UPC Agreement.98 However, as previously
mentioned, before the UPC Agreement can enter into force, it must be ratified by at least thirteen countries, including the three states in which the highest number of European patents were
in force in the preceding year—currently Germany, France, and the UK.99 Therefore, the UPC
Agreement can only enter into force after it has been ratified by the UK.100 PM Theresa May
announced, on November 28, 2016, that the UK will ratify the UPC Agreement, regardless of
Brexit, with the goal of bringing the UPC into operation as soon as possible.101 More recently,
Her Majesty and Her Majesty’s Most Honourable Privy Council signed off on the Unified Patent Court (Immunities and Privileges) Order,102 which was the final piece of secondary legislation required for the UK to ratify the UPC Agreement.103 Thus, as of February 8, 2018, the UK
is finally in a position to formally ratify the UPC Agreement when the time comes.104 Commentators on the subject, such as Alan Johnson, believe it is quite possible that the UK will formally
ratify the UPC Agreement in early April, 2018, which would make it the first mandatory country (under Art. 89 of the UPC Agreement) to complete the ratification process.105
The UPC Agreement specifies that the UPC must apply Union law in its entirety, respect
its primacy, and cooperates with the CJEU to ensure its correct and uniform application.106
The UPC must cooperate with the CJEU in properly interpreting Union law by relying on the
latter’s case law and by requesting preliminary rulings in accordance with Art. 267107 of the
Treaty on the Functioning of the European Union (TFEU).108 Article 267 of the TFEU differentiates between the right and the duty of national courts to seek a preliminary ruling.109
Under the discretionary reference in Article 267, a national “court or tribunal” may ask the
98.

Alan Johnson, UK Finally Ready for the Unified Patent Court, KLUWER PATENT BLOG (Feb. 13, 2018), http://
patentblog.kluweriplaw.com/2018/02/13/uk-finally-ready-for-the-upc/.

99.

Unified Patent Court Agreement, art. 89 (Feb. 19, 2013) [hereinafter “UPC Agreement”].

100. Id.
101. UK signals green light to Unified Patent Court Agreement, supra note 93.
102. Immunities and Privileges Order, supra note 97.
103. Johnson, UK Finally Ready for the Unified Patent Court, supra note 98.
104. Id.
105. Id.; UPC Agreement, supra note 99, at art. 89.
106. UPC Agreement, supra note 99, at art. 21.
107. UPC Agreement, supra note 99, at art. 21.
108. Consolidated Version of the Treaty on the Functioning of the European-Union, art. 267, May 9, 2008) O.J. (C
115) 47 [hereinafter “TFEU”] (amended by the Treaty of Lisbon Amending the Treaty on European Union and
the Treaty Establishing the European Community, Dec 13, 2007, 2007 O.J. (C 3016) 1 [hereinafter “Treaty of
Lisbon”]). The TFEU is one of two primary Treaties of the European Union, alongside the Treaty on European
Union. Originating as the Treaty of Rome, the TFEU forms the detailed basis of EU law, by setting out the scope
of the EU's authority to legislate and the principles of law in those areas where EU law operates.
109. TFEU, supra note 108 at art. 267.
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CJEU to give a preliminary ruling if it considers that a decision on the question is “necessary”
to enable it to give a judgment in a particular case.110 The obligatory duty111 to refer cases is
established in two cases: with respect to national courts adjudicating at last instance112 and
with respect of all courts faced with a question of the validity of EU law.113 Furthermore, what
constitutes a “court or tribunal” is a matter of Union law and it is not to be determined by reference to national law.114
In 1997, the CJEU found that the Benelux Court was considered a court under Union
law, as it was a Court common to several member states.115 Similarly, the UPC, as a court common to several EU member states, is subject to seeking preliminary rulings from the CJEU.
Additionally, Article 24 of the UPC Agreement provides that, among other sources,116 judges
should base their decisions on Union law, including the Unitary Patent Regulation.117
Furthermore, the UPC Agreement provides for a seven-year transitional period during
which the UPC will have non-exclusive jurisdiction over revocation and infringement
actions.118 Therefore, “actions for infringement or for revocation of a European patent may still
be brought before a national court”119 and before the UPC. At the end of the transitional
110. Id.
111. Id. The obligation of national courts to refer for a preliminary ruling is subject to exceptions (e.g., (i) when EU
law questions are not relevant to the decision in the main proceedings, (ii) in a situation before a national court
is “materially identical with a question which has already been subject of a preliminary ruling in a similar case,”
or (iii) when the proper interpretation of EU law is “so obvious as to leave no scope for any reasonable doubt”).
See Srl CILFIT and Lanificio di Gavardo SpA v. Ministry of Health, 283/81 ECR 3415, para. 10 (1982).
112. TFEU, supra note 108 at art. 267.
113. Id. at art. 267(b).
114. Pierre Corbiau v. Administration des Contributions, C-24/92, judgment, para. 15 (Mar. 30, 1993).
115. Matthew Parish, International Courts and the European Legal Order, 23 EUR. J. OF INT’L L., 141, 146 (2012);
Case C-1/09, supra note 77, at 1173, para. 82; Parfums Christian Dior v. Evora, C-337/95, judgment, para. 21–
23 (Apr. 29, 1997).
116. UPC Agreement, supra note 99, at art. 24 (naming sources of law judges should base their decisions on including, but not limited to, Union law, the UPC Agreement, the EPC, other international agreements applicable to
patents and binding on all the member states, and national law).
117. Id.
118. Id. at art. 83(1).
119. Id.
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period, however, the UPC will have exclusive jurisdiction over certain issues.120 The UPC
Agreement designates several Courts of First Instance with locations in various member
states121 and a Court of Appeal located in Luxembourg.122 The central division of the Court of
First Instance will have its seat in Paris and specialist divisions in London and Munich.123 The
London court will handle matters for patents on chemistry, including pharmaceuticals and biotechnology, human necessities, and metallurgy;124 the Munich court will handle matters for
patents based on mechanical engineering, lighting, heating, weapons, and blasting;125 the Paris
Seat will deal with matters regarding performing operations, transporting, textiles, paper, fixed
constructions, physics, and electricity.126
2. Unitary Patents
Under Article 142 of the EPC, “[a]ny group of Contracting States, which has provided by
a special agreement that a European patent granted for those States has a unitary character
throughout their territories, may provide that a European patent may only be granted jointly in
respect of all those States.”127 The Unitary Patent is an attempt to create a single approach for
patent protection and litigation across the EU.128 Upon request of the patentee, the Unitary
Patent will allow a person or entity seeking patent protection to file one patent application
which, upon approval, will then grant equal rights in all EU member states participating in the
120. See id. at art. 32:
Article 32 states: The Court shall have exclusive competence in respect of: (a) actions for
actual or threatened infringements of patents and supplementary protection certificates and
related defences, including counterclaims concerning licences; (b) actions for declarations of
non-infringement of patents and supplementary protection certificates; (c) actions for provisional and protective measures and injunctions; (d) actions for revocation of patents and
for declaration of invalidity of supplementary protection certificates; (e) counterclaims for
revocation of patents and for declaration of invalidity of supplementary protection certificates; (f ) actions for damages or compensation derived from the provisional protection conferred by a published European patent application; (g) actions relating to the use of the
invention prior to the granting of the patent or to the right based on prior use of the invention; (h) actions for compensation for licences on the basis of Article 8 of Regulation (EU)
No 1257/2012; and (i) actions concerning decisions of the European Patent Office in carrying out the tasks referred to in Article 9 of Regulation (EU) No 1257/2012.
Id.
121. Id. at art. 7(1).
122. Id. at art. 9(5). See FAQ on the Unified Patent Court, supra note 91.
123. Id. at art. 7(2).
124. Id. at Annex II; See FAQ on the Unified Patent Court, supra note 91.
125. Id.; See FAQ on the Unified Patent Court, supra note 91.
126. Id.; See FAQ on the Unified Patent Court, supra note 91.
127. EPC, supra note 71, at art. 142.
128. Bird & Bird, The Unitary Patent & the Unified Patent Court, 2 (Mar. 14, 2018), https://www.twobirds.com/~/
media/pdfs/brochures/intellectual-property/upc/the-up--the-upc.pdf. Croatia, Poland, and Spain are not participating in the unitary patent system, although Croatia intends to join at a later date. Id.
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Unitary Patent system.129 Furthermore, in the event of litigation over a patent, the laws governing the Unitary Patent will be uniform throughout each of the twenty-six participating member
states and judgments rendered will cover all participating member states.130 The laws governing
the Unitary Patent are set forth in the Unitary Patent Regulation (Regulation 1257/2012)
(“Regulation”). Article 5(2) of the Regulation provides for a uniform scope of rights throughout
the participating EU countries.131 Article 7 identifies the appropriate national law to govern
each Unitary Patent as a piece of property.132 Article 7 also states that Unitary Patents will be
governed according to the laws of the participating EU country in which the applicant resides
or has a principal business. For example, if an Italian patentee resides in or has a principal place
of business in Italy, his unitary patent is governed by Italian law, even when filed in other member states.133 If the applicant has no principal place of business or residence in a member state,
then the governing law of the Unitary Patent will be the laws of the state where the patentee
had a principal place of business at the time of filing.134 Finally, where a Unitary Patent applicant has no principal place of business within Europe, the Unitary Patent will be governed by
the laws of the state where the EPO’s headquarters is located, i.e., Germany.135 For example, the
patent of a Japanese applicant with no place of business in a participating EU member state will
be governed by German law. This Unitary Patent system is in contrast with the traditional
European patent system that is now in place; although a party seeking protection in many states
can file for such protection through the EPO (i.e., through obtaining a European patent) the
patent must be validated in each state where protection is sought and, in the event of litigation,
is subject to the individual laws of each state where the patent is registered.136 This has become
problematic in the sense that it: (1) creates uncertainty as to where the patent in question may
or may not be valid; (2) increases litigation costs; (3) promotes forum shopping; and (4) allows
for inconsistent judgements in different states.137 The creation of the Unitary Patent aimed to
correct the flaws of the current “bundle of patents” filing system under the EPO.
Under the UPC, the Unitary Patent system is not a requirement for member states to be
part of. Alternatively, patentees will still have the ability to choose from three ways to obtain
patent protection such as: the traditional European patent, the European patent with a unitary
effect (i.e., the Unitary Patent), and national patents. With a traditional European patent, patentees will receive protection for patents validated in the patentee’s EU member states of
129. See EPO: Unitary Patent & Unified Patent Court (Mar. 14, 2018), https://www.epo.org/law-practice/unitary/
unitary-patent.html. The unitary patent is not yet available because although its two establishing regulations
entered into force on Jan. 20, 2013, they are not applicable until the entry into force of the Agreement on a Unified Patent Court. In Order for the UPC Agreement to enter into force, it must be ratified by thirteen states
including Germany, France and the UK, which has not yet happened. UPC Agreement, supra note 99, at art. 89.
130. FAQ on the Unified Patent Court, supra note 91; EPO: Unitary Patent & Unified Patent Court (Mar. 14, 2018).
131. Unitary Patent Regulation No. 1257/2012 of the European Parliament and of the Council of 17 Dec. 2012, art.
5(2) [hereinafter “Regulation”].
132. Id. at art 7.
133. Id.
134. Id.
135. Id.
136. EPC, supra note 71, at art. 64(1).
137. Advisory Opinion, supra note 81, para. 7, 22.
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choice,138 whereas, as previously discussed, a patentee who files for a Unitary Patent will receive
uniform protection in all the participating member states, without the need to validate it in
each country. Unitary Patent holders will have the option to obtain a traditional European patent for protection in the remaining twelve EPC countries.139 Finally, if the patentee does not
wish to take part in the Unitary Patent system, he or she will still have the opportunity to apply
for a series of national patents by applying through the EPO for a European patent or going
through the national patent offices where protection is desired. Such national or European patents will continue to be governed by the national laws of the state where the patent application
has been filed and the dispute is brought.140
a.

The Unitary Patent Regulation

While the UPC Agreement is an international treaty, the Unitary Patent Regulation141 is
an instrument of the EU, which has its basis in the TFEU.142 The Regulation establishes a Unitary Patent enforceable in all participating member states.143 Article 3(2) of the Regulation provides that the main feature of a Unitary Patent is to provide uniform protection and have equal
effect in all the participating member states.144 Additionally, the Regulation provides for references to the CJEU for the interpretation of Union law.145 Therefore, a state’s participation in
the Unitary Patent means they will be subject to the jurisdiction of the CJEU.
Since the Regulation is an instrument of the EU, Brexit means that the UK will neither be
bound by nor a party to it. However, if the UK determines to remain a party to the UPC
Agreement, the idea of the UK being subject to the jurisdiction of the CJEU by way of the
Regulation will continue to be a point of contention regarding whether the UK should participate in the Unitary Patent post-Brexit.

IV. Brexit: Implications on Patent Protection
The process of leaving the EU is governed by Article 50 of the TEU.146 The relevant section of Article 50 states, “[t]he Treaties shall cease to apply to the State in question from the
date of entry into force of the withdrawal agreement or, failing that, two years after the notification [to the European Council], unless the European Council, in agreement with the Member
State concerned, unanimously decides to extend this period.”147 Therefore, after Brexit negotiations between the UK and the EU are completed, all EU treaties will cease to apply to the UK.
138. EPC, supra note 71, at art. 2.
139. The Unitary Patent in Practice, NLO European Patent and Trademark Attorneys (last accessed Mar. 14, 2018),
https://www.nlo.eu/en/services/unitary_patent/about_the_unitary_patent.
140. EPC, supra note 71, at art. 64(1).
141. Regulation, supra note 131, at para. 2, 23.
142. TFEU, supra note 108.
143. Regulation, supra note 131, at para. 7; see EPO: Unitary Patent & Unified Patent Court, supra note 129.
144. Regulation, supra note 131, at art. 3(2).
145. See generally Regulation, supra note 131.
146. TEU, supra note 7, at art. 50.
147. Id. at art. 50(3).
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This creates a major area of concern as to the UK’s continuing participation in the UPC Agreement and the Unitary Patent, and the operation of the UPC once the withdrawal agreement
enters into force.148
Although the UK has not yet ratified the UPC Agreement, this paper assumes that it will
do so in order to have the Court up and running as soon as possible, as stated by Prime Minister Theresa May.149 The concern then becomes whether the UK will be allowed to remain part
of the UPC Agreement and participate in the Unitary Patent after its exit from the EU.
In March 2011, the Council of the European Union made a request to the CJEU pursuant to Article 218(11) TFEU150 to determine the compatibility of the draft agreement creating
a Unified Patent Litigation System with the Treaty establishing the European Community.151
In Case C-1/09, the Court opined that the agreement was not compatible with EU law.152 As a
result, the draft Agreement was amended to strip non-EU member states of the opportunity to
participate in the UPC.153 In 2011, the European Commission was then asked to give an Advisory Opinion regarding the effect of Brexit on the Unitary Patent Regulation and the UPC
Agreement.154 The threshold issue for the Commission was whether it is possible for the UK to
participate in the UPC Agreement following Brexit, since it would no longer be an EU member-state.155 The European Commission's interpretation of Case C-1/09 found that non-EU
member states may participate in a UPC arrangement of sharing patent jurisdiction if they,
inter alia, make certain agreements and commit to the supremacy of EU law.156
A. UK Participation in the Agreement on a Unified Patent Court Post-Brexit
Scholars such as Richard Gordon and Tom Pascoe have also stated that, notwithstanding
Brexit, the UK will be permitted to remain a party to the UPC Agreement.157 In short, so long as
the UK reaches an international agreement during its negotiations with the EU, enacts certain
safeguards (e.g., amending the UPC Agreement and adopting EU Treaties to protect the suprem148. Id. EU treaties will continue to apply to the UK, meaning the UK will still be able to participate in the UPC
Agreement until the UK’s withdrawal from the EU enters into force.
149. UK signals green light to Unified Patent Court Agreement, supra note 93.
150. TFEU, supra note 108 at art. 218(11).
151. Case C-1/09, supra note 77, at para. 1. The Unified Patent Litigation System was a proposed agreement aimed at
creating an “optional protocol to the European Patent Convention which would commit its signatory states to an
integrated judicial system, including uniform rules of procedure and a common appeal court.” EPO: European
Patent Litigation Agreement. It differs from the Unified Patent Court Agreement in that the EPLA negotiations
were coordinated from the side of the European Patent Office, rather than from the European Council and
Commission and therefore also offered the possibility for non-EU states to participate. Id.
152. Case C-1/09, supra note 77, at para. 16.
153. UPC Agreement, supra note 99, at art. 1 and 2(b).
154. See generally Gordon & Pascoe, supra note 81.
155. Id. at para. 5.
156. Id. at para. 52.
157. Id. at para. 40.
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acy of EU law), and is willing to submit to the jurisdiction of the EU with regard to patents and
governing laws, the UK’s continued participation in the UPC Agreement will be permissible.158
Additionally, Professor Thomas Jaeger notes that some commentators have suggested an
alternative reading to Opinion 1/09 to allow for the participation of non-EU member states
without altering the UPC Agreement if the UK effectively ratifies the UPC Agreement prior to
Brexit, i.e., while it is still an EU member.159 Jaeger states that Brexit subsequent to ratification
of the UPC Agreement would “not affect its position as a UPC participant: “However, if the
UK leaves it is nowhere written that they have to leave the UPC. There is…no provision in the
UPC [Agreement] which states that they have to leave the UPC.” 160 It is true that the present
UPC Agreement does not allow the participation of non-EU Member States, but there is no
provision for the situation in which a Member State having ratified the UPC Agreement
becomes a non-Member State.161 While Jaeger believes this view problematic,162 this Note
agrees with other commentators who have opined that, for reasons not discussed at length in
this Note, the UK will eventually be permitted to remain a participating party to the UPC
Agreement following Brexit, assuming it ratifies the UPC Agreement before enforcing its withdrawal agreement.
As a matter of UK domestic constitutional law, it is unlikely that the UK would be prohibited from participating in the Agreement following Brexit. There is, however, an elephant in
the room concerning the UK’s continuing participation, i.e., whether it will be politically
acceptable for post-Brexit UK to participate in an international agreement which requires the
UK to accept the primacy of EU law in its entirety and remain bound by EU law with regard to
patent disputes within the UPC’s jurisdiction.
The European Commission acknowledged that, by accepting the supremacy of EU law
with regard to patent disputes that fall within the jurisdiction of the UPC, the UK may be subject to areas of EU law such as competition law, fundamental rights arising under the Charter
and general principles of EU law, and possible future EU legislation.163 Such subjection to the
jurisdiction of the CJEU over a wide range of EU law will unquestionably raise political eyebrows in the UK. It is important to recall that fifty-two percent of the electorate voted in favor
of leaving the EU and that one of the foremost concerns leading to the Brexit vote was the obligation to follow EU law. If the UK adheres to its position of regaining its sovereignty and ceas158. Id. at para. 48; see generally Dr. Winfried Tilmann, The Future of the UPC after Brexit, HOGAN LOVELLS (Mar.
14, 2018). http://www.theunitarypatent.com/the-unitary-patent-regulation-and-upc-agreement-after-brexit.
159. Jaeger, Reset and Go: The Unitary Patent System Post-Brexit, supra note 76, at 21.
160. Id; See Tilmann, The Future of the UPC after Brexit, GRUR 2016, 753; Darren Smyth, A possible way for a nonEU UK to participate in the Unitary Patent and Unified Patent Court?, IPKAT BLOG (June 28, 2016, 7:44 PM),
http://ipkitten.blogspot.co.at/2016/06/a-possible-way-for-non-eu-uk-to.html; Willem Hoyng, Does Brexit mean
the end of the UPC?, EPLAW PATENT BLOG (June 24, 2016), http://eplaw.org/upc-does-brexit-mean-the-endof-the-upc/.
161. See generally UPC Agreement, supra note 99.
162. Jaeger, Reset and Go: The Unitary Patent System Post-Brexit, supra note 76, at 21.
163. Gordon and Pascoe, supra note 81, para. 76.
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ing to be subject to EU law and the jurisdiction of the CJEU, then Brexit will likely be a barrier
to the UK’s participation in the UPC and beyond.164 Thus, because of the vast opposition to
EU law, it will be politically sticky for the proponents of UK participation in the UPC to pitch
an international treaty that proposes continuing commitment to EU law and its supremacy
over UK law.
Despite the aversion to EU law, this Note argues that, during its negotiations with the EU,
the UK should enter into an international agreement that allows it to remain a member of the
UPC Agreement post-Brexit. Although a majority of UK citizens voted to leave the EU, and
therefore to no longer be subject to the jurisdiction of the EU and its treaties, the UPC is not
strictly an EU entity. While the UPC Agreement confers an obligation on the UPC to follow
EU law (e.g., Union law governing compulsory licensing, property issues, and all other issues
not exclusively covered by the Regulation or the UPC Agreement), patentees are not required
to file for patents that are subject to the jurisdiction of the UPC. UK patentees will still have
the option to file for national patents in different countries and for European patent bundles,
assuming they remain a party to the EPC, in connection with the unitary patent.
Remaining a party to the UPC Agreement, however, would make it easier for patentees to
litigate claims, because they would be brought in one court, the UPC, and could provide UK
patentees the opportunity to choose which type of patent to file, assuming the UK elects to
take part in the Unitary Patent. Similarly, for patentees who wish to file patents all over the EU
(likely a large number of patentees due to the wide array of benefits provided by patent protection), subjecting themselves to the jurisdiction of the UPC will afford them many benefits
including (1) the ability to obtain a Unitary Patent with a unitary effect throughout the EU,
(2) fewer filing fees because of the ability to litigate patents in one court rather than in every
state where the patent in question has been filed, and (3) more timely judgments. A decision to
leave the UPC following Brexit would close many doors for patentees in the UK and illogical
considering that the UK is one of the largest patent markets in Europe, if not the world.165
B. UK Participation in the Unitary Patent Post-Brexit
The European Commission’s Advisory opinion addressed whether the UK will be allowed
to participate in the Unitary Patent post-Brexit.166 Recital (25) of the Regulation makes it clear
that, in order for a state’s citizens to participate in the Unitary Patent system, the state must be
a member of the UPC;167 likewise, the Commission states that it will be legally possible for the
UK to continue its participation in the Unitary Patent only if the UK and the EU can reach an
international agreement regarding such participation.168 An international agreement between
the EU and the UK must be reached for the UK to participate in the Unitary Patent because, as
an EU regulation, the Unitary Patent Regulation will cease to apply to the UK once the UK’s
164. Bently, Derclaye, & Dinwoodie, supra note 5, at 5.
165. See UPC Agreement, supra note 99, at art. 89 (Before the Agreement can enter into force, it must be ratified by
at least thirteen countries, including the three states in which the highest number of European patents were in
force in the preceding year—currently Germany, France, and the UK).
166. Advisory Opinion, supra note 81, at para. 40.
167. Regulation, supra note 131, at para. 25.
168. Advisory Opinion, supra note 81, at para. 42.
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withdrawal from the EU enters into force.169 Additionally, the UK will be required to implement the international agreement by domestic legislation.170 Assuming sufficient safeguards are
implemented (e.g., references to the CJEU, obligation to respect primacy of EU law, CJEU
acceptance of preliminary references from the UK, etc.), the UK will have the ability to participate in the Unitary patent. This Note does not discuss in detail the precautions that must be
taken in order for the UK to participate in the Unitary Patent post-Brexit, but rather whether it
would be practical for the UK to do so.171
1. The UK Should Participate in the Unitary Patent Post-Brexit
If the UK negotiates an agreement with the EU and decides to remain a party to the UPC
Agreement following Brexit, it should also allow its citizens to participate in the Unitary Patent.
The Unitary Patent offers attractive alternatives for patentees within the EU that UK citizens
will not be afforded if the UK forgoes UPC participation and, furthermore, participation in the
Unitary Patent. For example, the inability to be subject to one set of laws while having a patent
in every EU country will hurt many patentees, both individuals and companies, who wish to
file patent applications throughout the EU, yet are afraid of the unknown laws that may apply.
These benefits are similar to those that patentees will receive as members of the UPC. For
example, filing and translation fees will be substantially reduced and it will cost patentees less
money to file patent infringement claims with the UPC, rather than patentees filing in each
state and being subject to numerous different judgments regarding the validity or infringement
of a patent in that state. Arguably the most important benefit of a Unitary Patent is the certainty of the law governing the patent since the patent will be governed by the national law of
the state where the patentee has its principal place of business or residency.172 This is in stark
contrast to the system that is currently in place.
Today, there is a great deal of uncertainty as to whether a patent is valid because, under
both the national patent and the European patent regimes, patents are subject to the laws of
each individual state where patent protection is sought. Therefore, a patent that may be
deemed valid by the courts of one state may be found invalid under the laws of another. Such
uncertainty makes it difficult for patentees to determine how to structure their patent claims
that allows for validity in each state where protection is filed.
In a first-to-file regime, as is currently in place in the EU, the Unitary Patent may cause
current patentees and would-be patentees to cease inventing. In a market as large as the EU, it
is likely that more than one person fabricates the same idea and creates a similar, if not the
same, invention. If patentees are aware of this possibility, it is probable that many patentees will
not waste time or money on an invention that will likely be invented by someone else. Today,
many people monopolize smaller markets within in their country of citizenship or principal
place of business, meaning there may be more than one patent for an invention in different
countries. The EU’s vast market may, however, incentivize patentees to keep inventing because
169. TEU, supra note 7, at art. 50(3).
170. Advisory Opinion, supra note 81, at para. 43.
171. See id. at para. 46.
172. Regulation, supra note 131, at art. 7.
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of how large the market is; patentees would be able to monopolize all the EU for one invention,
therefore putting them in a position to obtain more benefits and make much more money than
they would have by only participating in the market of one or a few states.
While the Unitary Patent would be extremely beneficial to patentees, it would also be
advantageous for the UK and its consumers. If patentees have the ability to receive uniform
patent protection throughout the EU and thus, target more consumers, there will be room for
more competition amongst businesses in the manufacturing sector. Consequently, because
there will be more competition, there will be lower prices for consumers, which will lift the
UK’s economy and provide a benefit to UK citizens and the government, alike.

V. Conclusion
After an idealistic union of states to create the EU in an effort to end the gruesome fighting and war-ridden lifestyle, UK citizens have determined that the EU has served its purpose
and that the UK should now take back its sovereignty and control over its laws to protect and
promote its own citizens.
Although Brexit will affect many facets of UK law and how the country will operate, this
Note has focused on the nuanced subject of patent law as it currently exists in the EU and its
potential path post-Brexit.
Were the UK unable or unwilling to participate in the Unitary Patent, UK patent applicants would still be able to obtain patent protection for their inventions through the EPO
through the exact process that is currently in place; however, so long as the UK continues to
have one of the largest patent markets in Europe, continuing on the current route simply
unreasonable. In today’s day and age where the patent regime in the EU is evolving into a more
succinct system, the UK should be at the forefront of those developments as it is currently a
leading country, economically and politically, in the EU and throughout the world.
The UK should negotiate an agreement during its Brexit negotiations with the EU to
remain a party to the UPC Agreement and furthermore, to allow its citizens to participate in
the Unitary Patent after its withdrawal from the EU. While remaining a party to the UPC
Agreement may receive some pushback due to the continuing obligation of the UK to be subject to and bound by EU laws and the jurisdiction of the CJEU, the UK government must protect its citizens and act in their best interest. While large-corporation patentees have the
resources to determine in which states it would be best to file for patent protection, how the
laws of each state govern patent validity and infringement claims, and whether their patent
applications would be approved in different states, the majority of patentees are individuals or
small business that do not have access to those same resources. Thus, those unequipped citizens
would deeply benefit from the UK’s participation in the UPC Agreement and, further, in the
Unitary Patent. Providing all citizens with the opportunity to file for a Unitary Patent will provide a substitute for resources they might not otherwise have access to; they will have certainty
as to the laws that will govern their patents, i.e., UK law, rather than having to research the laws
of each individual state, and will save large amounts of money in filing and litigation fees.
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Finally, although the UK’s foremost reason for leaving the EU is to regain its sovereignty
and be in control of its laws, citizens who voted in favor of Brexit were focused on the ability of
the UK to control its own laws regarding, most importantly, immigration control. Although
participation in the UPC Agreement, the Court, and the Unitary Patent would subject the UK
and its citizens to EU law and the jurisdiction of the CJEU, such subjection would be minimal
and would not be counterintuitive to the UK’s reasons for leaving the EU. Citizens of the UK
did not, and could not have possibly contemplated all the beneficial laws and treaties that the
UK would be leaving behind or forfeiting the right to remain a party to, such as the UPC
Agreement, the Court, and the Unitary Patent.
Therefore, because (1) being party to the UPC Agreement, the Court and the Unitary Patent would provide important benefits to inventors in the UK, (2) leaving such a beneficial
regime could not have been contemplated by all leave voters on June 23, 2016, and (3) subjection to EU law and the jurisdiction of the CJEU would be minimal and limited to patent
claims, the UK should seek to maintain its status as a party to the UPC Agreement and allow
its citizens to participate in the UPC and the Unitary Patent system after it exits the EU.
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Data Protection Commissioner v. Facebook Ireland Ltd.
[2016] Unreported (H. Ct.) (Ir.).

I.

Brief Summary

This is a case regarding data protection in the context of a cross-border transfer. Here, the
High Court of Ireland (“High Court”) joined the view of Mr. Schrems, a Facebook user, and
the Irish Data Protection Commissioner (DPC), that the absence of effective remedies in the
United States may violate European fundamental rights under Articles 7, 8, and 47 of the
European Charter of Fundamental Rights (“the Charter”)1 when personal data is sent to the
United States (U.S.).
The High Court referred the question concerning the validity of standard contractual
clauses (SCCs), which are the current mechanism allowing the transfer of personal data from
the E.U. to the U.S., to the Court of Justice of the European Union (CJEU).

II. Facts
The European Union (E.U.) is a political union. While each member state remains independent, they are unified through common policies under the watch of the European Commission (E.C.), which is the equivalent of the executive branch, and the European Parliament,
which is the equivalent of the legislative branch.
In the hierarchy of law within the E.U., European Rules and Directives come first and
must be implemented under the national law of the member states. Therefore, this case must
be analyzed through European Law, rather than Irish law, since the E.U. Charter of Fundamental Rights is binding on each member state.

III. Background
A. European Law
Articles 7 and 8 of the Charter of Fundamental Rights grant E.U. citizens the right to
respect their “private, and family life, home and communications” and the “right to protection
of personal data.”2 Article 47 of the Charter guarantees E.U. citizens the right to an effective
remedy and to a fair trial.3 The General Data Protection Regulation defines personal data as
“any information relating to an identified or identifiable natural person (‘data subject’).”4
1.

Charter of Fundamental Rights of the European Union, 2010 O.J. C 83/02.

2.

Id. art. 7, 8.

3.

Id. art. 47.

4.

Regulation 2016/679 of the European Parliament and of the Council of Apr. 27, 2016 on the Protection of Natural Persons with Regard to Processing of Personal Data and on the Free Movement of Such Data, and repealing
Directive 95/46/EC, 2016 O.J. (L 119), art. 4(1).
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Within the E.U., the determination of whether the protections afforded to personal data
are adequate falls under the European Commission (the “Commission”)’s authority. To this
respect, the Commission determined three bases for a lawful transfer of E.U. personal data to
the U.S.:
(1) A voluntary arrangement, “Safe Harbor,” under which the U.S. organizations self-certify
compliance with the privacy principles;
(2) Standardized contractual commitments (“SCCs”) between the data controller and the data
processor; and
(3) A similar agreement through binding non-contractual rules applicable to corporate
groups.5
In other words, the member states have the duty to provide that the transfer to a third
country complies with the national provisions adopted pursuant to E.U. laws and that the third
country in question ensures an adequate level of protection.6 To this effect, each member state
has one or more public authority in charge of monitoring the transfer of data.
B. Facebook’s E.U.-U.S. data transfers
Facebook operates its international business outside of the U.S. and Canada via a separate
company in Ireland called “Facebook Ireland Ltd.” 85.9% of all worldwide Facebook users
(everyone except the U.S. and Canada) are managed in Dublin,7 which is understood to be
part of Facebook’s tax avoidance scheme. Facebook currently sends all user data to its parent
company, “Facebook Inc.,” in the U.S. for processing. The European law, which protects the
privacy of its citizens’ data, appears to be in conflict with U.S. surveillance laws, under which
Facebook’s European data is accessible to the U.S. National Security Agency (N.S.A.).
C. Standard Contractual Clauses
In principle, E.U. law prohibits all data transfers outside of the E.U., where the strict E.U.
privacy laws do not apply. However, there is an exception:8 the “Safe Harbor,” which Facebook
used before it was invalidated by the CJEU in 2015. Since then, the company uses SCCs
between “Facebook Ireland” and “Facebook Inc.”9 Those SCCs have an “emergency clause,”
5.

Id. art. 24, 26; Directive 95/46/EC of the European Parliament and of the Council of Oct. 24, 1995 on the Protection of Individuals with Regard to the Processing of Personal Data and on the Free Movement of Such Data,
1995 O.J. (L 281).

6.

Id.

7.

Facebook Newsroom, Statistics, FACEBOOK, https://de.newsroom.fb.com/company-info/ (last visited Oct. 26,
2017).

8.

Id.

9.

Data Transfer and Processing Agreement between Facebook Ireland and Facebook, Inc., (Nov. 20, 2015), http://
www.europe-v-facebook.org/comp_fb_scc.pdf.
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whereby the local data protection authority can stop the data flows whenever there is a conflicting law in a foreign country.10

IV. Procedure
In 2013, Mr. Schrems filed a complaint against Facebook, alleging that Facebook’s transfer
of data to the U.S. was unlawful under E.U. law; Mr. Schrems filed his complaint with the
DPC.11 Following the DPC’s refusal to hear the complaint, Mr. Schrems took the case to the
CJEU, which ruled in his favor in 2015.12 In its decision, the Court ruled that the DPC had to
hear Mr. Schrems’s case and that the Safe Harbor mechanisms—which were used for the transfer of data at that time—were invalid. Subsequently, Facebook started to use SCCs.
After Mr. Schrems’s reformulation of his complaint,13 the Irish DPC decided to join his
view that the SCCs were not efficient in terms of proper legal remedies under U.S. law. However, the DPC refused to use Article 4 of the SCCs and brought proceedings against Facebook
Ireland Ltd. and Mr. Schrems before the Irish High Court.

V. Arguments
Mr. Schrems argued that the SCCs were perfectly valid and that the Irish DPC should
have used Article 4 of the SCCs to stop specific data sharing for Facebook, only. This view has
been described as the “targeted solution.”14
The Irish DPC argued they could not use Article 4 because it would result in an unfair
treatment of Facebook. They argued that the solution needed to be uniform among other
member states so that they challenged the validity of SCCs.
Finally, Facebook’s submission pointed out that the entire subject matter of the case fell
outside the scope of the law of the European Union and the Charter of Fundamental Rights
because it was a question of national security activities, which are excluded from the scope of
application of E.U. law.
The case was heard in February 2017. The U.S. government was joined as amicus, along
with two industry lobby groups and the U.S. privacy non-profit “EPIC.”
10.

Commission Decision 2004/915/EC of Dec. 27, 2004, Amending Decision 2001/497/EC as Regards the Introduction of an Alternative Set of Standard Contractual Clauses for the Transfer of Personal Data to Third Countries, 2004/915/EC, O.J. (L 385).

11.

See Complaint Against Facebook Ireland Ltd - 23 "PRISM" to the DPC (Jun. 25, 2013), http://www.europe-vfacebook.org/prism/facebook.pdf.

12.

Case C-362/14, Schrems v. Data Protection Commissioner, 2015 EUR-Lex, https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:62014CJ0362&from=EN.

13.

See Complaint Against Facebook Ireland Ltd. (Dec. 1, 2015), http://www.europe-v-facebook.org/comp_fb_ie. pdf.

14.

See Irish High Court rules on Facebook surveillance case: Irish DPC has “well founded concerns” over US surveillance of Facebook EU-US data transfer complaint referred to European Court of Justice—for a second time
(Oct. 3, 2017), http://www.europe-v-facebook.org/sh2/PA.pdf.
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VI. Issue
Only the Court of Justice of the European Union has jurisdiction to rule on the validity of
a European measure. Therefore, the High Court referred two questions:
(1) Whether the CJEU has jurisdiction to grant the relief sought;
(2) If so, whether the court should refer the issue of the validity of the SCC Decisions to the
CJEU for a preliminary hearing.15

VII. Holding
First, the Irish High Court found the basis for their jurisdiction to refer the question to
the CJEU for a preliminary ruling on the validity of CSS under Article 267 of the Treaty on the
Functioning of the European Union.16 In particular, the High Court held that the Irish DPC
had “well-founded concerns” as to whether U.S. practice of processing of data by U.S. law
enforcement and intelligence agencies was compatible with E.U. standards, in particular with
the Charter of Fundamental Rights, since the Charter guarantees a “high level of protection to
E.U. citizens as regards the processing of their personal data within the E.U.”17
Second, the High Court found that E.U. citizens “are entitled to an equivalent high level
of protection when their personal data are transferred outside the European Economic Area” in
accordance with Article 47 of the Charter.
Third, the Court found that the adequacy of the SCCs could not be assessed in a vacuum.
In case of fundamental inadequacies in U.S. laws with E.U. law, the SCCs cannot compensate
for them because they are not binding upon sovereign authority of the U.S. and its agencies. In
particular, remedies under U.S. law are not available for E.U. citizens. Accordingly, the High
Court upheld the Data Protection Commissioner’s finding that the U.S. law lacks an effective
remedy for E.U. citizens whose data are transferred to the U.S. where they might be at risk of
being assessed and processed by U.S. state agencies for national security purposes, which would
be incompatible with Articles 7 and 8 of the Charter.
As such, the Irish High Court required a decision of the CJEU to determine whether the
Data Protection Commissioner has the discretionary power to suspend or ban the transfer of
data to a data importer on the basis that the legal regime of this importer would be sufficient to
secure the validity of the SCC.18
15.

See Executive Summary of the Judgment of Oct. 3, 2017, DPC v. Facebook Ireland Ltd. (Oct. 3, 2017), http://
www.europe-v-facebook.org/sh2/ES.pdf.

16.

Data Protection Commissioner v. Facebook Ireland Ltd. [2016] Unreported (H. Ct.) (Ir.).

17.

Id. § 334.

18.

Id. § 335.

NYILR Winter 2018.book Page 65 Tuesday, June 5, 2018 2:08 PM

Winter 2018] Data Protection Commissioner v. Facebook Ireland Ltd.

65

VIII.Perspective
First of all, a referral to the CJEU takes approximately 15 to 20 months for a ruling. Until
a decision is rendered, the SCCs remain in place as a valid mechanism for the transfer of personal data from the E.U. to the U.S. and elsewhere.
Secondly, if confirmed by the CJEU, this case would have strong implications, far beyond
Facebook’s data processing agreement, or even the SCCs themselves. It is unlikely that the current bases for the lawful transfer of E.U. personal data to the U.S. will survive without changes
to U.S. law, but under the current political climate, it is uncertain.
If the CJEU decides that E.U. citizens are granted the right for individual remedies for
E.U. data subject to foreign national security agencies, this precondition for the transfer of data
would have strong consequences.
Quentin Alexandre
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Thai-Lao Lignite Co. v. Government of the Lao People’s
Democratic Republic
864 F.3d 172 (2d Cir. 2017)

The United States Court of Appeals for the Second Circuit held that rules of procedure for motions for relief from judgment apply to enforcement of a foreign
arbitral award, when that award is later set aside by courts in the arbitral seat.
Additionally, the Second Circuit held that courts have discretion to order posting
security for costs and to enforce a foreign court judgment pursuant to the Convention on Recognition and Enforcement of Foreign Arbitral Awards and the
Federal Arbitration Act.
I.

Holding

In Thai-Lao Lignite Co. v. Government of the Lao People's Democratic Republic,1 the United
States Court of Appeals for the Second Circuit analyzed the Petitioner’s motion to vacate the
prior judgment confirming an arbitral award that had been subsequently vacated in the primary jurisdiction pursuant to the Federal Rule of Civil Procedure 60(b)(5). The court concluded that the district court did not exceed the permissible bounds of its discretion under
Rule 60(b)(5) when it vacated its prior judgment confirming a foreign arbitral award. The
court considered the interaction between Rule 60(b)(5) and the primary jurisdiction’s annulment of the arbitral award. Further, the circuit court held that the district court did not abuse
its discretion by refusing to order the Appellant to post security during the pendency of its Rule
60(b) motion and did not err by refusing to enforce the English Judgment. The circuit court
held that the circumstances potentially bearing on the Rule 60(b) motion did not bar the district court from vacating its judgment and the Petitioners failed to show that vacatur would
offend basic notions of justice in the United States.

II. Facts and Procedure
In the early 1990s, a Thai corporation (TLL) and its subsidiary HLL (hereinafter collectively the “Petitioners”) worked with Laotian Government (hereinafter “Laos”) to develop plans
for mining lignite in the Hongsa region.2 In order to achieve its goal, TLL entered into successive contracts (the “Mining Contracts”) with Laos, in which Laos granted TLL the right to
conduct certain mining operations in the Hongsa region and TLL agreed to conduct these
operations and to form HLL.3
1.

864 F.3d 172 (2d Cir. 2017).

2.

HLL is a Laotian corporation partly owned by a state owned enterprise of Laos. The Petitioners partnered with
Laos to produce electricity by the mining operations to sell to Thailand. The Hongsa region of Laos was in the
northwest of the country, near the Thai Border. Id.

3.

Thai-Lao Lignite, 864 F.3d at 177.
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In addition, in 1994, TLL and Laos entered into the Project Development Agreement
(the “PDA”), in which “Laos granted TLL the right to build at its own expense and manage a
plant located near the mines to generate electrical power.”4 However, in 1997, funding negotiations failed and resources for the project dried up due to the Asian Financial Crisis.5 In 2006,
Laos wrote to the Petitioners and expressed its concerns that the Petitioners would fail to fulfill
their obligations under the PDA.6 In September 2006, Laos first sent a notice of default to the
Petitioners.7 Following that, on October 5, 2006, Laos sent the Petitioners a notice terminating
the PDA.8 Finally, Laos sent a second letter, in which it announced its termination of the Mining Contract.9
The Petitioners argued that by terminating both agreements, Laos failed to comply with
the PDA’s termination procedures and terminated both agreements without cause thereby
breaching the PDA.10 Under the PDA, the parties had agreed that “any dispute arising out of
the agreement would be submitted to arbitration in Kuala Lumpur, Malaysia, and conducted
under the United Nations Commission on International Trade Law (UNCITRAL) Arbitration
Rules.”11 On the other hand, under the Mining Contracts, the parties agreed that the “disputes
would be resolved by the Laotian Board of Economic Conciliation, the Laotian Court, or the
International Economic Dispute Settlement Organization.”12
In June 2007, the Petitioners initiated arbitral proceedings in Malaysia pursuant to the
PDA.13 In November 2009, the Arbitral Panel issued an award in favor of the Petitioners.14
The Panel found that Laos was liable to the Petitioners for damages caused by the breach and
awarded $57,210,000 to the Petitioners.15 Under the Malaysian law, Laos had 90 days to make
an application to set aside the arbitral award.16 However, Laos made no set-aside application
during that period, which ended in February 2010.17
In the summer of 2010, the Petitioners began efforts to enforce the arbitral award under
the Convention on Recognition and Enforcement of Foreign Arbitral Awards (“New York
4.

See id.

5.

See id. The Asian Financial Crisis lasted from 1997 roughly through 2000 and left the region with severe economic troubles. Id.

6.

See id.

7.

See id.

8.

See id.

9.

See id.

10.

See id.

11.

Id.

12.

Id. at 177–78.

13.

See id. at 178.

14.

See id. The Panel found that that the Petitioners’ failure to raise funds following the Asian Financial Crisis did
not put them in breach of the PDA, but Laos breached the PDA by not properly terminating the PDA. Id.

15.

See id.

16.

See Laws of Malaysia, Arbitration Act 646, Section 37(4).

17.

See id.
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Convention”).18 Under the New York Convention, the state where the award is granted or
whose laws governed the arbitration process is referred to as the “primary jurisdiction,” and all
other signatory states are considered as “secondary jurisdictions.”19 Under the New York Convention, a secondary jurisdiction’s review of an award is relatively limited, and the Convention
provides that the secondary jurisdiction shall enforce the award unless one of the exceptions
apply.20 In June 2010, the Petitioners filed an action in New York state court seeking confirmation of the Award and Laos removed the action to the United States District Court for the
Southern District of New York, and then moved to dismiss the action.21
The district court rejected Laos’s argument to not enforce the award. On August 5, 2011,
the district court entered a judgment enforcing the Award in favor of the Petitioners.22 Laos
appealed the decision to the United States Court of Appeals for the Second Circuit, but the
Second Circuit affirmed the district court’s judgment.23 The Petitioners also attempted to
enforce the Award in the United Kingdom and in France. In November 2010, the High Court
of Justice of England and Wales entered judgment enforcing the Award.24 After that, in February 2013, the Petitioners filed a second action in the Southern District of New York, asking the
district court to enforce the English judgment under New York’s Uniform Foreign Country
Money-Judgments Recognition Act.25
In October 2010, Laos opposed the Petitioners’ action for enforcement of the award and
requested that the district court stay the proceeding.26 Laos represented to the court that it had
moved to set aside the award in Malaysia.27 The Malaysian High Court initially denied Laos’s
application; however, the Court of Appeal of Malaysia reversed the decision and remanded the
case to the High Court of Malaysia.28 On December 27, 2012, the Malaysian High Court
annulled the award and ordered the arbitration of the dispute before a new panel.29 On Febru18.

See N.Y. Convention Art. I. The Convention governs the “recognition and enforcement of arbitral awards made in
the territory of a State other than the State where the recognition and enforcement of such awards are sought.” Id.

19.

See Yusuf Ahmed Alghanim & Sons v. Toys “R” Us, Inc., 126 F.3d 15, 23 (2d Cir. 1997).

20.

See Thai-Lao Lignite, 864 F.3d at 178–79 (explaining that Article III of the Convention provides that the secondary jurisdiction shall enforce the award “unless the party opposing enforcement furnishes proof that one (or
more) of seven exceptions described in Article V [applies].”). Id.

21.

See id. at 179. Laos argued that the Arbitral Panel had exceeded its jurisdiction when it resolved disputes subject
to the Mining Contracts, not just the PDA and incorporated costs incurred under the Mining Contracts into its
Award. Id.

22.

See id. The court concluded that the Laos’s objections did not fall under one of the grounds for non-enforcement
under Article V of the New York Convention. (citing Thai-Lao Lignite (Thailand) Co., Ltd. v. Gov’t of the Lao
People’s Democratic Republic, No. 10 Civ. 5256, 2011 WL 3516154, at *15 (S.D.N.Y. Aug. 3, 2011)).

23.

See id.

24.

See id.

25.

See id. (citing N.Y. CPLR 5301–09).

26.

See id. at 179–80.

27.

See id. at 180.

28.

See id. The Court of Appeal of Malaysia found that the delay to set aside the award was the result of the sovereign’s asserted lack of knowledge of the local law and inadequate advice from its legal advisors and to refuse the
extension of time would be tantamount to shutting out the Government of Laos from challenging the award. Id.

29.

See id. The High Court explained that the Panel had exceeded its jurisdiction by addressing disputes arising not
just under the PDA, but under the Mining Contracts as well. Id.
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ary 11, 2013, Laos moved under Federal Rules of Civil Procedure 60(b)(5) to vacate the August
2011 judgment of the district court.30 The Petitioners objected to the motion and requested
the court to deny vacatur.31 On February 6, 2014, the district court granted Laos’s Rule 60(b)
motion and vacated its August 2011 judgment.32 The district court held that it was required to
give effect to the Malaysian court’s set-aside judgment and vacate the August 2011 judgment.33
Therefore, the district court vacated its August 2011 judgment and denied the Petitioner’s
additional request for security for costs by Laos during the pendency of an appeal.34 Finally, on
March 2014, the district court denied the Petitioners’ application to enforce the English judgment under New York’s Uniform Foreign Country Money-Judgments Recognition Act.35

III. Discussion
The Petitioners challenged three orders entered by the district court: (1) order granting
Laos’s Rule 60(b)(5) motion to vacate the August 2011 judgment; (2) order denying the Petitioners’ request for Laos to post a bond for security for costs during the pendency of its Rule
60(b)(5) motion and any appeals; and (3) order denying Petitioners’ application to enforce the
English judgment.
A. Rule 60(b)(5) Motion to Vacate the August 2011 Judgment
Rule 60(b)(5) provides that “on motion and just terms, the court may relieve a party or its
legal representative from a final judgment, order or proceeding” if one of several enumerated
bases for relief is established.36 One of the bases for relief is that the judgment “is based on an
earlier judgment that has been reversed or vacated.”37 The Second Circuit previously held that
the district courts have discretion to grant such relief, and the courts should aim to “strike a
balance between serving the ends of justice and preserving the finality of judgments” in exercising that discretion.”38 The motion for relief under Rule 60(b) must be made “within a reasonable time.”39 In exercising discretion, the courts should consider “the particular circumstances
of the case” and factors such as any reason for any delay, any possible prejudice to the non-moving party, and the interest of finality.40 Furthermore, the motion for relief under Rule 60(b) is
30.

See id.

31.

See id.

32.

See Thai-Lao Lignite (Thailand) Co., Ltd. v. Gov’t of the Lao People’s Democratic Republic, 997 F. Supp. 2d 214
(S.D.N.Y. 2014).

33.

See Thai-Lao Lignite, 864 F.3d at 180-181. The court explained that it was required to recognize the new judgment pursuant to the New York Convention and give effect to that judgment unless giving effect to that judgment would violate fundamental notions of what is decent and just (internal citations omitted).

34.

See id. at 181.

35.

N.Y. CPLR 5304(b)(5). The courts have discretion to refuse to recognize a foreign judgment if the judgment
conflicts with another final and conclusive judgment.

36.

Fed. R. Civ. P. 60(b)(5).

37.

See id.

38.

See In re Terrorist Attacks on Sept. 11, 2011, 741 F.3d 353, 357 (2d Cir. 2013) (decision on Rule 60(b) motion in
district court’s discretion); see also Nemaizer v. Baker, 793 F.2d 58, 61 (2d Cir. 1986).

39.

See Fed. R. Civ. P. 60(c).

40.

See PRC Harris, Inc. v. Boeing Co., 700 F.2d 894, 897 (2d Cir. 1983).
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an equitable remedy; therefore, the courts may deny Rule 60(b)(5) relief if the moving party
has acted unfairly.41 Finally, the burden is on the moving party to demonstrate that it is entitled
to relief.42 The courts will generally broadly construe Rule 60(b) to grant substantial justice and
respect the final judgments made.43
Under Article III of the New York Convention, it provides that “each contracting state
shall recognize arbitral awards as binding and enforce them in accordance with the rules of procedure of the territory where the award is relied upon, under the conditions laid down in the
following articles.”44 In addition, under Article V of the New York Convention, there are
exceptions that allow the courts to refuse to recognize and enforce the award against a party.
The courts may refuse to enforce an award if a party demonstrates that the award “has been set
aside or suspended by a competent authority of the country, in which, or under the law of
which, that award was made.”45 However, both the Second Circuit and the D.C. Circuit previously held that the text of Article V(1)(e) of the New York Convention leaves the district courts
with discretion to enforce an award that has been annulled in the primary jurisdiction.46
In Pemex, the Court of Appeals for the Second Circuit held that the scope of the discretion
to enforce an award that has been annulled in the primary jurisdiction is “constrained by the
prudential concern for international comity.”47 There, the court held that refusal to recognize a
foreign judgment nullifying an award is “appropriate only to vindicate fundamental notions of
what is decent and just in the United States.”48 The court explained that there was a “strong presumption in favor of the following the primary jurisdiction’s ruling.”49 However, in Pemex, the
court did not consider the interaction between Rule 60(b) and the primary jurisdiction’s annulment of an arbitral award. In this case, the court considered how it should precede with a Rule
60(b)(5) motion when there is a judgment confirming an arbitral award that had been subsequently vacated in the primary jurisdiction.50
First, the court held that Rule 60(b)(5) applies to motions to vacate judgments confirming
arbitral awards that are subsequently set aside in the primary jurisdiction.51 The court
explained that under Article III of the Convention, the contracting states are required to “recognize arbitral awards as binding and enforce them in accordance with the rules of procedure of
the territory where the award is relied upon.”52 Then, the court explained that the district
41.

See Motorola Credit Corp. v. Uzan, 561 F.3d 123, 127 (2d Cir. 2009).

42.

See Thai-Lao Lignite, 864 F.3d at 182.

43.

See id. at 182–83.

44.

See N.Y. Convention Art. III.

45.

See N.Y. Convention Art. V(1)(e).

46.

See TermoRio S.A. E.S.P. v. Elecranta S.P., 487 F.3d 928 (D.C. Cir. 2007); see also Corporacion Mexicana de Mantenimiento Integral, S. de R.L. de C.V. v. Pemex-Exploracion y Produccion (“Pemex”), 832 F.3d 92 (2016), cert. dismissed.

47.

See Pemex, 832 F.3d at 106.

48.

See id.

49.

See id.

50.

See Thai-Lao Lignite, 864 F.3d at 184.

51.

See id.

52.

See id. (citing N.Y. Convention Art. III).
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courts should consider that under the Convention, the power and authority of the local courts
of the primary jurisdiction remain the most important during the adjudication of a Rule 60(b)
motion.53 The court explained that the party opposing the vacatur of a judgment can support
its opposition by showing that giving effect to the judgment annulling the award would offend
fundamental notions of fairness in the United States.54 However, the court explained that in
the absence of such a public policy concern, the annulment of the award in the primary jurisdiction should weigh heavily in a district court’s Rule 60(b)(5) analysis.55 The court elaborated
on the factors that the district courts should consider in its analysis such as whether the motion
was made within a reasonable time, whether the movant acted equitably, and whether vacatur
would strike an appropriate balance between serving the ends of justice, preserving the finality
of judgment and the prudential concern for international comity.56
Here, the Second Circuit found that the district court gave explicit consideration to the
interests of justice. The court explained that although it did not agree with the merits of the
Malaysian courts’ judgments, there were not any grounds for concerns related to offending the
basic notions of justice.57 Second, the court agreed with the district court for not assigning any
weight to the alleged misconduct of Laos.58 Third, the court agreed with the district court’s
conclusion that Laos’s failure to timely comply with the district court’s discovery orders was not
evidence of bad faith or serious and studied disregard for the orderly process of justice and did
not require to warrant a sanctions award.59 The court explained that Laos’s non-compliance
was substantially justified since it took a reasonable legal position and the information sought
was not available.60 Finally, the court addressed the interest in finality, which protects the prevailing party’s tangible interest to avoid costs, uncertainty and disrespect to the courts’ judgments. The court found that the finality interests did not stand in the way of district court’s
decision to give effect to the Malaysian set-aside judgment and to vacate the court’s August
2011 judgment.61 The court explained that as the party seeking to enforce the award, the Petitioners knew proceedings to set aside the award in the primary jurisdiction were ongoing before
the district court entered judgment, and Laos sought relief promptly after the award was
annulled in the primary jurisdiction.62
Therefore, the court held that the district court did not exceed the permissible bounds of
its discretion by vacating its August 2011 judgment. The court concluded that the circum53.

See id. at 186 (internal citations omitted).

54.

See id.

55.

See id.

56.

See id.

57.

See id. at 187.

58.

See id.

59.

See id.

60.

See id. (citing Thai Lao Lignite (Thailand) Co., Ltd. v. Gov’t of the Lao People’s Democratic Republic, No. 10 Civ.
5256, 2013 WL 3970823 (S.D.N.Y. Aug. 2, 2013), Thai Lao Lignite (Thailand) Co., Ltd. v. Gov’t of the Lao People’s Democratic Republic, No. 10 Civ. 5256, 2011 WL 4111504 (S.D.N.Y. Sept. 13, 2011)).

61.

See Thai-Lao Lignite, 864 F.3d at 189.

62.

See id.
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stances relating to the Rule 60(b) motion did not bar district court from vacating its judgment.
Hence, the court affirmed the district court’s order vacating its judgment since the vacatur
would not offend basic notions of justice in the United States.63
B. Request for Security for Costs
The Petitioners argued that the district court should have required Laos to post security
before it considered the Rule 60(b) vacatur motion.64 The Petitioners contended that both
Rule 60(b) and the New York Convention authorized the courts to require security.65
The court referred to the reasons for which the district court had declined to order security.
First, the district court ruled that it would violate the Foreign Sovereign Immunities Act (FSIA)
to order Laos post security since Laos was a foreign sovereign.66 The district court recognized
that there may be exceptions to foreign sovereign immunity if the foreign sovereign has waived
its immunity or if the property was “used for a commercial activity.”67 Additionally, the district
court explained that the courts had discretion to not order the parties to post security even if
there was no bar under the FSIA. Following that, the district court concluded that it “would
decline to exercise its discretion to order the Petitioner’s request for Laos to post security.68
The Second Circuit affirmed the district court’s order denying the Petitioner’s motion for
a security.69 The court explained that the district court did not to abuse its discretion by not
ordering Laos to post security and did not address whether the FSIA would bar the district
court from ordering Laos to post security.70
C. Action to Enforce the English Judgment
The Petitioners filed an action before the district court to enforce an English judgment
that they had obtained under the New York Uniform Foreign Country Money-Judgments Recognition Act.71 This Act provides that a “foreign country judgment,” defined as filing “an action
on the judgment that may enforce a judgment of a foreign state granting or denying recovery of
a sum of money.”72 In addition, the Act states that “a foreign country judgment need not be recognized if the judgment conflicts with another final and conclusive judgment.”73
63.

See id.

64.

See id.

65.

See id. Under Rule 60(b), the relief may be granted “on motion and just terms.” Id.

66.

See id.

67.

See Thai-Lao Lignite, 997 F. Supp. 2d at 228–30.

68.

See id.

69.

See id.

70.

See id.

71.

See id.

72.

See N.Y. CPLR 5301, 5303.

73.

See N.Y. CPLR 5304(b)(5).
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Initially, Laos did not file an answer, and the district court entered a notice of default
against it.74 However, Laos later appeared and moved to vacate the default and the district
court directed the Petitioners to show cause why it should not dismiss the petition to enforce
the judgment since the English judgment relied heavily on and deferred to the vacated August
2011 judgment.75 The district court had the discretion to credit the Malaysian courts’ judgment in annulling the arbitral award over the English judgment enforcing the award.76
The Petitioners argued in their appeal that Laos’s default on the English judgment
enforcement action precluded the district court from considering the merits of the enforcement
claim.77 The Second Circuit explained that under New York law, the discretionary bases for
non-recognition of enforcement judgments were affirmative defenses and that the courts could
consider sua sponte the grounds for non-recognition.78 Finally, court held that the non-movant
bears the burden of proving a discretionary basis for non-recognition.79
The Second Circuit rejected the Petitioners’ argument and affirmed the district court’s
decision denying enforcement of the English judgment enforcing the award.80 The court
explained that equity favored giving heavier weight to the Malaysian courts’ judgment annulling the arbitral award particularly when the English judgment was closely related to the district
court’s judgment, which had also been vacated.81

IV. Conclusion
The United States Court of Appeals for the Second Circuit affirmed all three orders by the
district court and rejected the Petitioners’ argument that the district court abused its discretion
by not enforcing its prior judgment. The court affirmed the district court’s decision granting
motion to vacate its August 2011 judgment to enforce Malaysian arbitral award following the
reversal of the award by the Malaysian courts. Further, the court affirmed the district court’s
order rejecting the Petitioner’s request for Laos to post security during the pendency of the
appeal and rejected Petitioners’ application to enforce the English judgment under New York’s
Uniform Foreign Country Money-Judgments Recognition Act.
In this decision, the United States Court of Appeals for the Second Circuit expanded its
prior decision in Pemex by addressing the interaction between a Rule 60(b)(5) motion and the
primary jurisdiction’s annulment of an arbitral award. The Second Circuit explained that the
district courts should evaluate enforcement of an arbitral award by taking into consideration
full range of Rule 60(b) factors. However, the Second Circuit explained that the consideration
74.

See Thai-Lao Lignite, 864 F.3d at 190.

75.

See id.

76.

See id. The court explained that equity favored giving the Malaysian judgment priority over the English judgment. Id.

77.

See id. at 190–91.

78.

See id. at 191.

79.

See id.

80.

See id.

81.

See id.
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of these factors in this case would not have changed the district court’s decision to vacate its
prior judgment. Therefore, the Second Circuit affirmed the district court’s order vacating its
August 2011 judgment and concluded that the district court did not abuse its discretion in
refusing to order Laos to post security nor in its refusing to enforce the English judgment.
Ipek Basaran
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Water Splash, Inc. v. Menon
137 S. Ct. 1504 (2017)

The Supreme Court of the United States held that Article 10(a) of the Hague
Convention on Service Abroad of Judicial and Extrajudicial Documents in Civil
and Commercial Matters does not preclude service by mail, as long as the state or
any otherwise applicable law does not object to its use.
I.

Holding

In Water Splash, Inc. v. Menon,1 the Supreme Court of the United States vacated and
remanded Petitioner’s allegations and concluded that The Hague Convention on Service
Abroad of Judicial and Extrajudicial Documents in Civil and Commercial Matters (hereinafter
the “Hague Service Convention,” “Convention” or “Treaty”) did not prohibit service of process
abroad by mail, so long as any otherwise applicable law does not object to its use.2 In coming to
its conclusion, the Court relied on the Convention’s text, scope, and drafting history.3 The
Court also examined how foreign courts have interpreted the Hague Service Convention for
clarification.4

II. Facts and Procedure
Water Splash (Petitioner) sued Tara Menon (Respondent) for unfair competition, conversion, and tortious interference with business relations.5 Petitioner is a Texas corporation that
specializes in the production of aquatic playground systems.6 Respondent is a former employee
of Petitioner.7 In 2002, the Respondent began working for a competitor, while still employed
by the Petitioner.8 As a result, Petitioner obtained permission to effect service by mail to the
Respondent, who is a Canadian resident.9 The Respondent was properly served, but failed to
appear or answer the service.10 Subsequently, the Petitioner moved for default judgment, alleging it diligently sought service by using methods allowed for substituted service11 and a default
judgment was entered in favor of Petitioner.12
1.

137 S. Ct. 1504 (2017). Justice Alito delivered the opinion of the Court. Justice Gorsuch took no part in the
consideration or decision of the case.

2.

Id. at 1507.

3.

Id.

4.

Id.

5.

Id.

6.

Id. at 1513.

7.

Id.

8.

Id. at 1507.

9.

Id.

10.

Id.

11.

Menon v. Water Splash, Inc., 472 S.W.3d 28, 30 (Tex. App. 2015), vacated and remanded, 137 S. Ct. 1504, 197
L. Ed. 2d 826 (2017).

12.

Water Splash, 137 S. Ct. at 1507.
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Respondent moved to set aside the judgment on the grounds that the service was not
proper.13 The trial court rejected the motion,14 holding that Texas Rule of Civil Procedure permitted service by mail.15 The Respondent appealed arguing that article 10(a) of the Hague Convention on Service Abroad of Judicial and Extrajudicial Documents in Civil and Commercial
Matters prohibits service of process by mail.16 The United States is a signatory to the Convention.17 The Texas Court of Appeals affirmed the holding that the Convention’s use of “send”
instead of “service” in article 10(a) prohibited service of process by mail.18 The Texas Court of
Appeals affirmed the appeal and denied review of the matter en banc.19 The Texas Supreme
Court subsequently denied discretionary review20 and the Supreme Court granted certiorari.21

III. Discussion
The Court considered whether the Hague Service Convention prohibits service of process
by mail.22 The Convention is a multilateral treaty that establishes the permissible methods of
service of process on a defendant within signatory party borders.23 To determine this issue, the
court looked to various methods of treaty interpretation.
A. Interpretation of the Treaty Through the Primary Text
First, the Court looked to the text of the Treaty itself.24 Article 10 states:
[The] Convention shall not interfere with . . . (a) the freedom to send judicial documents, by postal channels, directly to persons abroad, (b) the freedom of judicial officers, officials or other competent persons of the State of
origin to effect service of judicial documents directly through the judicial
officers, officials or other competent persons of the State of destination, (c)
13.

Id. at 1508.

14.

Id.

15.

Menon, 472 S.W.3d at 30; see Water Splash, Inc. v. Menon, 2013 WL 12156506 (Tex.Dist.), 1; see also Tex. R.
Civ. P. 108a.

16.

Menon, 472 S.W.3d at 30.

17.

The Hague Conference on Private International Law, 14: Convention of 15 November 1965 on the Service
Abroad of Judicial and Extrajudicial Documents in Civil or Commercial Matters, https://www.hcch.net/en/
instruments/conventions/status-table/?cid=17 (last visited Dec. 14, 2017).

18.

Menon, 472 S.W.3d at 32.

19.

Water Splash, 137 S. Ct. at 1508.

20.

Id.

21.

Id. at 1504.

22.

Id. at 1507.

23.

Eric Porterfield, Too Much Process, Not Enough Service: International Service of Process Under the Hague Service Convention, 86 Temp. L. Rev. 331, 332 (2014).

24.

Water Splash, 137 S. Ct. at 1508–09.
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the freedom of any person interested in a judicial proceeding to effect service
of judicial documents directly through the judicial officers, officials or other
competent persons of the State of destination.25
The Court held that, in the context of the Convention itself, Article 10 must have been
intended to address the issue of service of process, because any other reading would be “structurally implausible” and render the text “superfluous.”26 Though the text of the treaty did not
use the word “service,” the Court was unconvinced by the argument that the word “send,”
while broader, did not encompass “service.”27 Furthermore, the Court concluded that the scope
of the Convention is limited to the service of documents, and to exclude Article 10 from that
scope would be unreasonable.28
B. Interpretation of the Treaty Through Drafting History
Second, the Court assessed the drafting history of the Hague Service Convention and
found that the history strongly suggests that the Convention permits the use of mail for service
of process.29 The Court took into consideration an article written three month prior to the
Convention’s signing, authored by a U.S. delegate, in which the delegate stated “[a]rticle 10
permits direct service by mail . . . unless [the receiving] state objects to such service.”30 Furthermore, the Court concluded that the differences between the drafts and final version of the Convention revealed that the drafters expressly rejected the notion that registered mail or postal
channels were not permissible means of service.31 For example, the draft version included a
provision that permitted service by telegram and rejected a proposal limiting service to registered mail only.32 These actions, taken together, indicated to the Court that a liberal interpretation of the provision was required.33
C. Interpretation of the Treaty by the U.S. Executive Branch and Foreign Courts
Third, the Court considered the Executive Branch’s interpretation of the Convention.34
The Court noted that the Executive Branch has “consistently maintained that the Hague Service Convention allows service by mail.”35 Additionally, the State Department and the President of the United States both addressed the ability to perform service by mail under the
25.

Convention on the Service Abroad of Judicial and Extrajudicial Documents in Civil or Commercial Matters, 20
U.S.T. 361, 363 1969.

26.

Water Splash, 137 S. Ct. at 1509.

27.

Id. at 1510.

28.

Id. at 1506.

29.

Id. at 15011.

30.

Id. (quoting The Proposed International Convention on the Service of Documents Abroad, 51 A.B.A.J. 650,
653 (1965)).

31.

Id.

32.

Id. (quoting 1 B. Ristau, International Judicial Assistance § 4–1–4(2), p. 112 (1990)).

33.

Id.

34.

Id. at 1512.

35.

Id.
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Convention, most notably during the Johnson Administration.36 Specifically, the Court
referred to a report by Secretary of State Dean Rusk which stated, “[a]rticle 10 permits direct
service by mail . . . unless [the receiving] state objects to such service.”37 President Johnson
went on to send this report to the Senate for advice and consent.38
In addition, the State Department expressly opposed the holding in Bankston v. Toyota
Motor Corp.,39 a case that held service of mail was impermissible by the convention.40 The State
Department expressly stated that service of process by registered mail is permissible under the
Convention.41
The Court also looked to foreign courts’ interpretations of the Convention for guidance.42
The Court cited to multiple foreign courts—including Canada, United Kingdom, Greece, and
Italy—that permit service by mail and considered the view of the issue as “essentially unanimous.”43 However, this view is limited to jurisdictions that do not have local or national laws
that prohibit it otherwise.44

IV. Conclusion
The Court concluded that the Convention did not prohibit service by mail. The Court
analyzed four sources in coming to this decision: (1) the plain meaning, structure, and context
of the Convention; (2) the expressed written intent of the drafters prior to the signing of the
Convention; (3) the U.S. Executive Branch’s interpretation; and (4) foreign court interpretations of the Convention.
Notably, the Court pointed out that “permit” does not mean “authorize.”45 Accordingly,
to permit service by mail in a given jurisdiction, two conditions must be met: (1) the “receiving
state has not objected to service by mail; and (2) service by mail is authorized under otherwise36.

Id.; see Convention on the Service Abroad of Judicial and Extrajudicial Documents in Civil or Commercial Matters: Message From the President of the United States, S. Exec. Doc. C, 90th Cong., 1st Sess., 5 (1967).

37.

Water Splash, 137 S. Ct. at 1512 (quoting the Convention on the Service Abroad of Judicial and Extrajudicial
Documents in Civil or Commercial Matters: Message From the President of the United States, S. Exec. Doc. C,
90th Cong., 1st Sess., 5 (1967)).

38.

See id.

39.

889 F.2d 172 (1989).

40.

Water Splash, 137 S. Ct. at 1512. (citing Notice of Other Documents (1), United States Department of State
Opinion Regarding the Bankston Case and Service by Mail to Japan Under the Hague Service Convention, 30 I.
L. M. 260, 260–61 (1991) (excerpts of Mar. 14, 1990 letter)).

41.

Id. (citing Dept. of State, Legal Considerations: International Judicial Assistance: Service of Process, https://
travel.state.gov/content/travel/en/legal/travel-legal-considerations/internl-judicial-asst/Service-of-Process.html
(stating that “[s]ervice by registered . . . mail . . . is an option in many countries in the world… [and]…should
therefore not be used in the countries party to the Hague Service Convention that objected to the method
described in Article 10(a) (postal channels)”).

42.

Id.

43.

Id.

44.

Id. at 1513 (citing Brockmeyer v. May, 383 F.3d 798, 802 (C.A.9 2004)).

45.

Id.
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applicable law.”46 Therefore, the Supreme Court found that the lower court erred in concluding that the Convention prohibited service by mail.47
Joshua Lahijani
46.

Id. (citing Brockmeyer, 383 F.3d at 803–04).

47.

Id.
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