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The case deals with the reasonable measures to mitigate damages, the calculation of
damages following a substitute transaction after avoidance and the calculation of
interest rate of loss.
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An Italian buyer and a Chinese seller signed three sales confirmation letters for the
purchase of men’s shirts. After the goods were delivered, the buyer refused to accept the
delivery and to pay the purchase price on the grounds of non-conformity of the goods
and delayed delivery. After storing the goods at the port of destination for some time,
the seller had to transport the goods back to China to reduce the loss and resell them at
a discount price. The seller claimed for losses arising from the buyer’s breach of contract
with the assertions that the buyer carried out the inspection before the goods were
loaded on ship and the original shipment date was postponed at the buyer’s request
because the buyer required modification of some provisions of the confirmation letters.
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The Arbitration Tribunal held that the contract was governed by the CISG as both

parties have their place of business in contracting states. As the buyer breached the



contract due to non-payment, it was to be held responsible for the seller’s losses under
Article 74 CISG. These included the price difference, the storage expenditures and the
freight. With reference to Article 75 and 77 CISG, the Arbitration Tribunal stated that
the seller had the right to ship the goods back to China and resell the goods in order to
mitigate damages. According to Article 78 CISG, the Arbitration Tribunal also upheld
the seller’s claims for interest.
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