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The issue before the bankruptcy court was whether the estate of the bankrupt debtor
included goods allegedly sold to the debtor.
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The bankrupt debtor, a corporation with its place of business in the United States,
concluded a contract to purchase pig iron from its parent corporation, a company with
its place of business in the United Kingdom. The contract provided that the debtor was
to pay against tender of documents of title (articles 54 and 57 CISG).
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The parent corporation in turn concluded a contract to purchase pig iron from a Russian
manufacturer and financed the transaction by granting a security right in the pig iron
to its bank. This arrangement was made because of the poor credit rating of the
bankrupt debtor. The bankrupt debtor neither signed the written contract with its
parent nor did it make payments under that contract before bankruptcy proceedings
commenced. The pig iron was shipped from Russia to the United States and stored in
warehouses there. The bills of lading and warehouse receipts did not mention the debtor
and the debtor never had possession of these documents. The warehousemen
acknowledged that they held the pig iron for the parent’s bank. The debtor commenced
bankruptcy proceedings and brought a claim that the pig iron was part of the
bankruptcy estate.
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The bankruptcy court found that the debtor had not carried its burden of establishing
that the pig iron was part of the bankruptcy estate. Citing both the CISG and domestic
law, the court stated that payment of the price was a significant factor in the transfer of

title (article 53 CISG) and that the debtor had failed to pay the price in this case.
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