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ARBITRATION IN LEGAL DRAFTING

1. Introduction:

Arbitration is a widely used method of alternative dispute
resolution (ADR) in which disputes are

resolved outside the courts. In legal drafting, arbitration
plays a vital role in structuring agreements

and contracts by providing a clear mechanism for resolving
disputes.

It ensures that parties avoid lengthy litigation and instead
rely on a private and efficient process.

2. Meaning of Arbitration:

Arbitration is a process in which parties agree to submit
their disputes to a neutral third party known

as an arbitrator. The arbitrator hears both sides and gives
a decision known as an award, which is

usually final and binding.

In Pakistan, arbitration is governed by the Arbitration Act
1940.

3. Arbitration in Legal Drafting:

In legal drafting, arbitration refers to the careful
formulation of arbitration clauses in contracts.
These clauses define how disputes will be handled,
ensuring clarity and certainty.

A well-drafted arbitration clause prevents confusion,
reduces litigation, and ensures effective

dispute resolution.



4. Essential Elements of Arbitration Clause:

1. Agreement to arbitrate: Clear intention to refer disputes
to arbitration.

Scope of disputes: Defines which disputes are covered.
Number of arbitrators: One or more arbitrators.

Method of appointment: How arbitrators are selected.
Seat of arbitration: Legal place of arbitration.
Governing law: Applicable law.

Language: Language of proceedings.

Binding award: Decision is final.
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5. Types of Arbitration:

1. Ad hoc arbitration: Conducted without institutional
support.

2. Institutional arbitration: Conducted under institutions like
ICC or LCIA.

3. Domestic arbitration: Within one country.

4. International arbitration: Between parties of different
countries.

6. Sample Arbitration Clause:

Any dispute arising out of this agreement shall be referred
to arbitration by a sole arbitrator

appointed by mutual consent. The seat shall be Lahore,
Pakistan. The award shall be final and

binding.

7. Importance of Arbitration in Legal Drafting:

Arbitration saves time and cost, ensures confidentiality,
provides flexibility,

and allows expert decision-makers.

It is especially useful in commercial contracts and
international agreements.



8. Common Drafting Mistakes:

Common mistakes include vague clauses, absence of
seat, unclear procedure, and conflicting

provisions.

Such mistakes can lead to disputes and court intervention.

9. Advantages and Disadvantages:

Advantages include speed, confidentiality, flexibility, and
finality.

Disadvantages include limited appeal rights and potential
costs in complex cases.

10. Conclusion:

Arbitration in legal drafting is essential for effective dispute
resolution. A well-drafted clause ensures
clarity and avoids unnecessary legal complications.



