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A Chinese buyer and a Singaporean seller entered into a sales contract on refined
edible palm oil.
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After the buyer issued an irrevocable L/C to the seller, the latter refused to perform.
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It demanded changes to the L/C because of a quality problem with the palm oil and
the price increase for palm oil.
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Subsequently, the buyer changed the L/C based on an agreement reached by the parties.
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The seller, however, failed to deliver any goods
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The buyer sought compensation, among others, before an arbitration tribunal on the
basis of a penalty clause in the contract for late delivery, for the loss of issuing
and changing the L/C.
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During the tribunal session the buyer stated that the contract had been avoided
Additionally, it asked the tribunal to avoid the contract
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Tt further claimed damages [Art. 74 CISG], which were based on the difference between
the contract price and the resale market price
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Additionally, it claimed for delivery of the goods under the original contract
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The tribunal decided that the buyer had performed its contractual obligations by
issuing the L/C and that the seller was in fundamental breach of the contract [Art.
25 CISG].
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Accordingly, the tribunal held that the contract had been avoided [Art. 49 (1) (a)
CISG].
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The tribunal accepted the buyer’ s claim for damages under Art. [45, 74 CISG]
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However, the tribunal rejected both the buyer’ s claim for compensation under the
contractual penalty clause and its demand for performance of the contract, since the
contract had been avoided.
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In addition, the tribunal denied the buyer’ s claim of costs associated with the
issuance and change of the L/C, as it deemed such costs to be common costs for business.
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