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LEGISLATIVE COUNCIL BRIEF 

SALE OF GOODS (UNITED NATIONS CONVENTION) 
BILL 

INTRODUCTION 

At the meeting of the Executive Council on 6 July 2021, the 
Council ADVISED and the Chief Executive ORDERED that the Sale of 
Goods (United Nations Convention) Bill (“Bill”) at the Annex should be 
introduced into the Legislative Council (“LegCo”) for implementation of 
the United Nations Convention on Contracts for the International Sale of 
Goods (without China’s reservation under Article 95) (“the Proposed 
Application”) in the Hong Kong Special Administrative Region (“Hong 
Kong”). 

JUSTIFICATIONS 

2. The Proposed Application seeks to enhance Hong Kong’s legal
infrastructure for international sale of goods and bolster its role as an
international hub for trade and dispute resolution.

The CISG 

3. The United Nations Convention on Contracts for the
International Sale of Goods (“CISG”) is an important and widely adopted
Convention.  As at the end of June 2021, there are 94 Contracting States
to the CISG 1  from different legal traditions and at various levels of
economic development, which represent over two-thirds of the global
economy2.

1  The current status of the CISG is available on this United Nations Treaty Collection webpage: 
https://treaties.un.org/Pages/ViewDetails.aspx?src=TREATY&mtdsg_no=X-
10&chapter=10&clang=_en. 

2  See the United Nations Commission on International Trade Law’s (“UNCITRAL”) webpage at 
https://uncitral.un.org/en/cisg40. 
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4. Whilst China is a Contracting State to the CISG3, the CISG is 
currently not applicable to Hong Kong4.  
 
5. The CISG is a commercial law treaty which provides a set of 
uniform rules governing contracts for the international sale of goods within 
its scope.  Its purpose is to provide a modern, uniform and fair regime for 
contracts for the international sale of goods, thereby introducing certainty 
in commercial exchanges and decreasing transaction costs5.  
 
6. Under its Article 1(1)(a), the CISG applies automatically to 
contracts for sale of goods between parties whose places of business are in 
different Contracting States.  The CISG, under its Article 1(1)(b), also 
applies to international sales contracts where the rules of private 
international law (of the forum) lead to the application of the law of a 
Contracting State.  However, Article 95 provides that any State may 
declare that it will not be bound by Article 1(1)(b).  Party autonomy is a 
fundamental principle of the Convention.  With very limited exceptions, 
the parties can, by agreement, derogate from or vary the effect of any 
provisions of the CISG, or exclude the Convention’s application entirely 
(under Article 6). 
 
Pros and Cons for applying the CISG to Hong Kong 
 
7. The Government has considered the pros and cons of applying 
the CISG to Hong Kong. The benefits include the following –   
 

(a) Potential to drive GDP and trade growth – Almost all major 
trading members of the World Trade Organization (including, for 
example, China, the United States, Japan, Singapore, South Korea 
and Germany) and nearly half of the countries participating in the 
Belt and Road Initiative are members of the CISG.  In 2020, more 
than half of Hong Kong’s top 20 trading partners by total volume of 
trade6 are Contracting States to the CISG7.  Since the aim of the 
CISG is to reduce legal barriers in and promote the development of 
international trade, its application to Hong Kong has the potential to 

 
3  The CISG entered into force for China on 1 January 1988.  
4  The CISG was not applied to Hong Kong prior to 1 July 1997.  During and after the transition, China 

has not deposited notification with the Secretary General of the United Nations for applying the CISG 
to Hong Kong.  

5  See the UNCITRAL’s webpage at: 
https://uncitral.un.org/en/texts/salegoods/conventions/sale_of_goods/cisg.  

6 Information on Hong Kong's principal trading partners in 2020 is available at: 
https://www.tid.gov.hk/english/trade_relations/mainland/trade.html. 

7  For completeness, the CISG does not apply to Mainland – Hong Kong transactions: see paragraph 14 
below for details. 
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facilitate Hong Kong’s GDP and trade growth; 
 

(b) Preventing Hong Kong businesses from being subject to 
unfamiliar foreign laws when entering into cross-boundary 
transactions – Given the economic strength of Hong Kong’s top 
trading partners, Hong Kong businesses may find themselves the 
weaker contractual parties and may have difficulties in ensuring that 
the contractual balance is kept8 or that a governing law familiar to 
them is chosen.  Hong Kong businesses may therefore derive 
benefit from the default application of the “fair and uniform regime 
of the CISG”9 to contracts falling within its scope;  
 

(c) Improving Hong Kong’s competence in resolving CISG disputes 
– The application and implementation of the CISG in local Hong 
Kong law may also bring indirect benefits by enhancing Hong Kong 
lawyers’ competence in handling and managing CISG-related 
disputes and thereby reinforcing Hong Kong’s position as a dispute 
resolution hub; and  
 

(d) Freedom of contract – The application could open up new useful 
and realistic contractual options whilst preserving pre-existing ones.  
After the application, Hong Kong businesses would have an 
additional choice of law option, namely, utilising the CISG as 
designed with Hong Kong law used as its residual law (an option 
that is not available under the status quo because the CISG is not 
part of Hong Kong law); alternatively, parties can choose to be 
governed solely by local Hong Kong law rather than the CISG10.  
The application could also provide a safety net of sorts, protecting 
those who have not considered or included specific provisions to 
govern their contractual relationship11.  

 
8. Notwithstanding the benefits set out in paragraph 7 above, the 
business and legal sectors may have concerns regarding the application of 
the CISG, for example: changes to the status quo, the transaction costs 
involved in reviewing existing standard contracts, and the CISG (as a legal 
hybrid between common law and civil law) presenting several concepts 
which may be unfamiliar to Hong Kong businesses and legal profession. 
 
 
8  See the UNCITRAL’s webpage regarding the CISG (note 5).  
9  Ibid. 
10 Executive Summary of the Consultation Paper (available at:   

https://www.doj.gov.hk/en/featured/pdf/CISG_Eng_Executive_Summary_PDF.pdf ), paragraphs 62 
to 70. 

11 Ibid, paragraph 99. 

https://www.doj.gov.hk/en/featured/pdf/CISG_Eng_Executive_Summary_PDF.pdf
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9. In this light, the Government conducted a public consultation on 
the application of the CISG to Hong Kong during the period from 2 March 
to 30 September 202012 (“Consultation”).  In summary, there is general 
support among the respondents to the Consultation (including the Hong 
Kong Bar Association (“HKBA”) and the Law Society of Hong Kong 
(“HKLawSoc”)) for the application proposal.  The outcome of the 
Consultation is detailed in the Government’s submission to the LegCo 
Panel on Administration of Justice and Legal Services in March 
2021(“AJLS Panel Paper”) 13 .  A gist of the public response on the 
application is set out in paragraph 19 below. 
 
10. Taking into account the above considerations, we recommend the 
application of the CISG to Hong Kong as it could bring significant benefits 
to Hong Kong and has received general support in the Consultation.  The 
transaction costs (mentioned in paragraph 8 above) are likely to be short-
term.  Besides, the legal and the business sectors, renowned for their 
versatility, could gradually get familiar with the CISG and put it to good 
use with the many publicly accessible and informative resources available.  
Noting that relevant stakeholders may require time to adapt to the change 
and adjust their business practice and affairs as appropriate, the 
Government plans to defer the commencement of the implementing 
ordinance until at least six to nine months after its passage. 
 
Reservation under Article 95 of the CISG  
 
11. China has made a reservation under Article 95, declaring that it 
is not bound by Article 1(1)(b), which means that China applies the CISG 
rules only to international sales contracts between parties whose places of 
business are in different Contracting States to the CISG (as required by 
Article 1(1)(a)), but not to international sales contracts where the rules of 
private international law lead to the application of the law of a Contracting 
State (as required by Article 1(1)(b), see paragraph 6 above). 
 
12. If China’s Article 95 reservation is extended to Hong Kong, Hong 
Kong would also not be bound by Article 1(1)(b) (i.e. Hong Kong would 
not be bound to apply the CISG where the rules of private international law 
lead to the application of the law of a Contracting State).  In the 
Consultation Paper, it was proposed that the above reservation be extended 
to Hong Kong 14 .  However, some respondents to the Consultation 
 
12 The Consultation Paper issued on 2 March 2020 is available at:   

https://www.doj.gov.hk/en/featured/consultation_paper.html. 
13 The AJLS Panel Paper is available at:  
   https://www.legco.gov.hk/yr20-21/english/panels/ajls/papers/ajls20210322cb4-648-3-e.pdf. 
14 Consultation Paper, paragraph 4.15. 
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advocated otherwise (see paragraph 12 of the AJLS Panel Paper).  Having 
carefully considered the pros and cons of the initial proposal on this issue 
and in the light of the above public responses, the Government plans to 
apply the CISG without China’s Article 95 reservation to Hong Kong.  
Therefore, Hong Kong will apply the CISG rules to both types of 
international sales contracts mentioned in paragraph 11 above. 
 
CPG’s Reply 
 
13. The Government has sought the support of the Central People’s 
Government (“CPG”) via the Office of Commissioner of the Ministry of 
Foreign Affairs of the People’s Republic of China in the Hong Kong 
Special Administrative Region for the Proposed Application in light of 
Article 153 of the Basic Law15.  We understand from our communication 
with the CPG that for the purpose of the Proposed Application, Hong Kong 
may now proceed with enactment of the requisite implementing legislation, 
and that after such legislation has been enacted, the Government may seek 
the CPG’s assistance in completing the necessary steps for the Proposed 
Application pursuant to Article 153 of the Basic Law.  
 
The Mainland-Hong Kong Transactions Issue 
 
14. The CISG, being an international convention governing 
international sale of goods, does not apply to transactions between 
businesses in Mainland China and businesses in Hong Kong.  In the 
Consultation, there was general support to apply the CISG rules to these 
transactions, with a preference for achieving this by way of an arrangement 
between the Mainland and Hong Kong for mutual application of the CISG 
provisions to these transactions.  To follow up the above public responses, 
the Government plans to initiate discussion with the CPG regarding 
negotiation of such arrangement. 
 
 
THE BILL 
 
15. The main provisions of the Bill are as follows –    

 
(a) Clause 2 defines the term “Convention” to mean the CISG; 

 
(b) Clause 3 states that the Ordinance to be enacted applies to the 

 
15  Article 153 of the Basic Law provides (inter alia) that, “[t]he application to the Hong Kong Special 

Administrative Region of international agreements to which the People’s Republic of China is or 
becomes a party shall be decided by the Central People’s Government in accordance with the 
circumstances and needs of the Region, and after seeking the views of the government of the Region.” 
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Government; 
 

(c) Clause 4 gives the Convention the force of law in Hong Kong; 
 

(d) Clause 5 provides that if there is any inconsistency between the 
Ordinance to be enacted or the CISG and any other laws, the 
Ordinance or the CISG prevails to the extent of the inconsistency; 
and 

 
(e) The text of the Convention is set out in the Schedule to the Bill. 

 
 
LEGISLATIVE TIMETABLE 
 
16.   The legislative timetable will be as follows –     

 
Publication in the Gazette 
 

9 July 2021 

First Reading and commencement 
of Second Reading debate 
 

14 July 2021 

Resumption of Second Reading 
debate, committee stage and Third 
Reading 

To be notified 

 
 
IMPLICATIONS OF THE PROPOSAL 
 
17. The proposal is in conformity with the Basic Law, including the 
provisions concerning human rights.  On economic implications, the 
proposal could potentially remove some of the legal uncertainties faced by 
Hong Kong businesses when they conduct international sale of goods, 
thereby facilitating trade.  The proposal has no financial, productivity, 
environmental, civil service, family or gender implications.  It has no 
sustainability implications other than those set out in the economic 
implications. 
 
18.  Clause 3 of the Bill provides that the Ordinance to be enacted 
applies to the Government. 
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PUBLIC CONSULTATION  
 
19. In the Consultation, a majority of the respondents expressed 
support for the application of the CISG to Hong Kong, noting the global 
importance of the CISG and that its application to Hong Kong would 
enhance Hong Kong’s role as an international centre for trade and 
commerce and dispute resolution.  While the Hong Kong Trade 
Development Council supported the application, the Hong Kong General 
Chamber of Commerce (“HKGCC”) expressed reservation about it, 
questioning whether Hong Kong businesses would be better off with the 
current “opt-in” position or with the “opt-out” position (assuming the CISG 
is applied to Hong Kong), and commented that inputs from Hong Kong’s 
legal profession would be useful 16 .  On 11 December 2020, the 
Government wrote to HKGCC with a view to addressing its concerns.  In 
the reply, the responses of HKBA and HKLawSoc were relayed to 
HKGCC.  Save for HKGCC, no other trade associations or chambers of 
commerce have written in expressing reservation about the application 
proposal17. 
 
20. The LegCo Panel on Administration of Justice and Legal 
Services was briefed on the policy aspects of the Bill at its meeting on 22 
March 2021.  Members of the Panel indicated support for the application 
proposal. 
 
 
PUBLICITY 
 
21. A press release will be released regarding the gazettal of the Bill. 
 
 
ENQUIRIES 
 
22. Any enquiry on this brief can be addressed to Miss Katie Kwong, 
Senior Government Counsel (Treaties & Law), Department of Justice, at 
telephone number 3918 4764 or email ild@doj.gov.hk. 
 
 
 
Department of Justice 
7 July 2021 
 
16 See paragraph 9(b) of the AJLS Panel Paper for details. 
17  Two briefing sessions on the application proposal were held on 8 January 2020 (in English) and 9 

January 2020 (in Chinese) at the HKGCC.  The participants included representatives of the Hong 
Kong Chinese Importers’ and Exporters’ Association and those from the business sector. 

mailto:ild@doj.gov.hk
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