Arbitration in Legal Drafting

Introduction

Arbitration is a method of alternative dispute resolution (ADR) where disputes are resolved outside
courts by neutral arbitrators. It is widely used in commercial and civil matters due to its efficiency,
confidentiality, and flexibility.

Definition
Arbitration is a process in which parties agree to submit their disputes to one or more arbitrators,
whose decision (award) is binding.

Legal Framework
In Pakistan, arbitration is governed primarily by the Arbitration Act, 1940. International arbitration
may also involve conventions such as the New York Convention 1958.

Essentials of Arbitration Agreement

1. Agreement between parties

2. Intention to refer disputes to arbitration
3. Written form

4. Clear scope of disputes

Arbitration Clause in Drafting

A well-drafted arbitration clause includes:
- Scope of disputes

- Number of arbitrators

- Method of appointment

- Seat of arbitration

- Governing law

- Language of proceedings

Types of Arbitration

1. Domestic Arbitration

2. International Arbitration
3. Institutional Arbitration
4. Ad hoc Arbitration

Appointment of Arbitrators
Parties may agree on the procedure. If not, courts may intervene to appoint arbitrators.

Procedure in Arbitration

- Notice of arbitration

- Appointment of arbitrator(s)

- Submission of claims and defenses
- Hearing and evidence

- Award

Arbitral Award
The decision of the arbitrator is called an award. It is binding and enforceable like a court decree.

Advantages of Arbitration
- Speedy resolution

- Confidentiality

- Flexibility

- Expertise of arbitrators



Disadvantages of Arbitration
- Limited appeal

- Costly in some cases

- Limited judicial intervention

Sample Arbitration Clause

"Any dispute arising out of or in connection with this agreement shall be referred to and finally
resolved by arbitration under the applicable arbitration laws. The seat of arbitration shall be [City].
The decision of the arbitrator shall be final and binding."

Conclusion
Arbitration is an effective mechanism for dispute resolution. Proper drafting of arbitration clauses is
essential to avoid future conflicts and ensure smooth proceedings.



