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Preliminary dreft uniform rules on internstional

Financial leasing

l’RL,’\ME‘L
THT STATES PARITNG 70 THIZ CONVENTION,

HAVING RECOGHNIGED the dﬁ=1rab1]1ty of determining certain
uniform rules relating to the private law aspects of the gui generis
tran saction of internstional financial leasing,

HAVE DECIDED to conclude a Conventien for thic purpose and
have thereto agreed as follows: '

Article 1

1.~ 'This Convention governs & tripartite financiairleaéing transac-
tion in which one party (the lessor), on the specifications of another
party {the lessee), acquires from a third party (the supplier) plant,
capitel goods or equipment (the equipuent) the use of which the lessor grants
to the lessee for business or professional purposes in return for the payment
of rentals.

2.~ 7This Convention applies when the principal places of business of

the lessor and the lessee are situatz=d in difTerent States and vhen:

(a) tbe States are Contra ctlng titates: or

(b) the rules of private internationzl law lead to the application
t0 the leasing agrecment of the law of a Coptracting State.

Article 2

A financial leesing transaction presents the following main
characteristics: '
(a) it embodies one or mora'aﬁreemnntSA

{b) the choice of the equipment and of tha gupplicr lizs with the
lessee and is the lessee's responsibility;



(¢) the equipment is acquired by the lessor in counection with an
sgreement (the leasing eereement) which either has been made or is to
be mude hetween the lessor and the lessee; and

{4) the leasinp agreement takes the period of amortisation of the
equipment into consideration.

Article 3
This Convention applies whether or not the leasing agreement
confers on the lesses the pight to buy or re-lesse the equipment. ‘

1.- Except as provided by Article 12 (1) {e) of this Convention,
once the leasing sgreement has heen made, the agrecment betveen the
supplier and th: lessor (the supply agreenent) may not be varied without
the consent of the lessee. X '

2,- Once the supply agreement. has been made, the specifications
given by the lessee to the suppliér may not be varied without the consent
of the leasor. ' :

Article o
The lessor's title to the equipment shall e enforceable against
all third parties provided thet the lessor has complied with such rules,
if any, as to public notice as may be preseribed by the law of the SBtate
of the lessee's principal place of business. : S

Article 6

Where the equipment hes become o fixture to land and to the extent
that the lessor has priority, under the law of the State vhere the land is
situated, over the claim of any person asving an interest in the land con-
cerned, the lessor may, in the conditions prescribed by the leasing agreement,
remove the fixture from the land. Upon removal the lessor shall reiwburse any
encumbraencer or owner of the land who iz not the lessae for the cost of any
damage caused by the removal of the zquipment from that part of the land to
which it vas affixed. Soch reimbursement shall meko eliownnce for the normal
wear and tesr of the land in question.
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Article 7
1.~ Execept as provided in parugraphs 2 snd 3 of this srticle,
the lossor does not owe the lessee or third parties any of the contrac-
tual or tortious duties that would otherwise flow Tfrom its position as
bailor of the equipment,

2.- The lessor worrants that the lessee’s quiet possession will
not he disturbed by the lawful et of - pergon huving a superior title
or right not derived from any act or omission of the lesges.

3.- The lessor owes the lessee and third parties the contraciual
and tortious duties that would ofdinarily flow from ils position as
bailor of the equipment where and to the sxtent that it has intervened,
at & technical level, in the choice o1 the aquioment,

Article 3
T.- The lessee shall take proper cere of the equipment, use it in

a manner consistent with that of » normal user and keep it in the con-

dition ir which it wes deliverad, subject to fair wear and tear,

2.~ When the leasing agreement comes to an end bhe lessee shall
return the equipment to the lessor in the condition specified in para-
graph 1 of this article. '

Arbicle G

1.~ Except as provided by Article 11 of this Convention, the lessor
shall not be liible to the lessee for the non-performance or imperfect
performanc: of the leasing agreement resulting from the supplier’s breach
of the supply agreement. However, the lessee shall hove the right, as.
against the lessor, to reject a tender of bhe equipment:

(a) if the equipment fails to conform to the terms of the supply
agreement; or

(b) if the tender is not made within e rcasensble time sfter the deli-
very date stipulated in the learing apresment or, i¥ nonc, that stipulated
in the supply agreement or, in the chsence of any stipulation »s to date,
within = ressonable time after the making of the leaging agreement,
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2.~ The right to reject non-conforming cquipmert shall be exercised,
by notice to be given to the lessor, within o reasonable time after the
lessee has discovered the non-conformity or ought with reasonable dili-
gence to have discovered it. Rejection for non-conformity of the equip-
mznt under the supply agreement shall not preclude o fresh tender of
conforming =quipment il made within 2 reasonable time after notice to
reject,

- Article 10

1.- The lessce shall have a direct right of action for damages
against the supplier for any loss or ddmage ‘susteined by it as a result
of the supplier's failure to deliver the equipment in accordsnce with the
terms of the supply sgreement. 'This right shall in no way prejudice the
lessor's rights of action against the supplier under the supply agreement.

2.- The lessce shall have the right to bring legal proceedings to
compel the supplier to meke delivery of the esquipment in accordance with
the terms of the supply agreement and shall give prompt notice of such
proceedinge to the lessor,

Article 11

1.~ The lessee shall not be entitled to withhold payment of the
rentals for non-delivery of the equipmen® or for a non-conforming tender,
unless this results from the frult of the lessor and only to the extent
that the lessee has sustalned loss thereby.

?.- Where the supplicr feils to make & valid tender of the equipment
within the time specitied in Article 9 (1) of this Convention, the lessee
chall be entitled to terminate the leasing agreement and to recover any
rentnls and othar sums paid in advence. It 5hall have no other claim
* ngainst the lessor for non-delivery, delay in delivery, or the delivery
of non-conforming equipment except to the extent to which this results

from tho lessor s faulv.

Article 12

1.- In the cvent of default by the lessee, the lessor may exercisg,
separately or cumulatively, the following rights and remaedies:



(e) subject to purdagraph 3 of this article, termination of the
leasing agreement '

(b) repossession of the equipment ;
(e) recovery ol accrued and wipaid rentals, together with interest;

(8) recovery cf such ~ompensation a3 will place the lessor in the
procition in which it would have been had the lessee performed the leasing
sgreement in accordance with its tLerns '

(e) varintion or ternination of the supply sgreement with the consent
of the supplier.

2.- Where by the terms of the leasing agreement the lessor has the
right to accelerate payment of all or any of the rantals, the lessor must
elect between the exercise of such right and the excrcise of the rights
conterred by paragraph 1 (b) and {d) of this article.

3.- The lessor shall oniy be entitled te terminate the leasing
agreement if it has by notice given the lessce g1 reasonable opportunity
of remedying the default so far as the same may be remedied,

Article 13

The lessor may transfer all or any of its rights in the equipment
or under the leasing agreement. Such 2 trensfer is valid, but may not
relieve the lessor of any of its duties under the leesing agreement or
alter cither the nature of the leasing sgreement or its legal treatment as
provided in this Cbuventions

Article 1k
[Except as otherwise provided by this Convention,  “t/ne
parties may, in their relations with esch other, excinde the application
of thiz Convention or derogate from or vary the effect of say of its pro-

visions.

(#) It was agresd to leave any dscision us to which provisious oi the
uniform rules are to be regarded us mandatory to be taken at 3 later
stage.
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1.~ In the interpretstion of this (onvention, regard is to be had
to its international character and to the nesd to promote uniformity
in its epplication snd the observance of gond faith in internaticnal
trade,

2.~ Questions concerning metters governed by thic Convention wuich
ere not expressly settled in it ere to be settled in conformity with the
general prineiples on which it is based or, in the absence of such prin-
ciples, in conformity with the law applicable by virtue of the rules of
private international. luw.





