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Background 

The definition of 'commercial arbitration' can be found in Section 2 of the International 

Commercial Arbitration Law (101/1987). However, although the definition is very wide 

and encompasses a multitude of relationships, including professional cooperation, it is 

not exhaustive. Among other things, Section 2 of the law provides that: 

"(4) An arbitration is 'commercial' if it concerns issues which arise from 

relationships of a commercial nature, whether the relationships are contractual 

or not. 

(5) The term 'relationships of a commercial nature' includes but is not limited to 

commercial transactions for the supply or exchange of goods or services, 

distribution agreements, commercial representations and agencies, charters, 

construction projects, the provision of advisory services, mechanical 

constructions, the granting of licences, investments, financing, banking and 

insurance operations, exploitation agreements or concessions, common 

business activities and other forms of industrial or professional cooperation as 

well as the transportation of goods or passengers by air, sea, railway and road 

transportation." 

Facts 

In a recent case the Nicosia District Court considered whether a shareholders' 

agreement was covered by the definition found in Section 2 of the law, despite not being 

explicitly mentioned. 

The applicants relied on the definition of a 'shareholders' agreement' contained in The 

Law and Practice of Shareholders' Agreements,(1) in order to support the argument that 

such an agreement was also a relationship of a commercial nature and was therefore 

covered by the law. This definition states in part that "Each shareholder's agreement is 

a unique product of the commercial goals of the parties" (emphasis added). 

The applicants mentioned another Cypriot international commercial arbitration case(2) 

in which the court had considered the wider definition given to 'relationships of a 

commercial nature' as defined by Section 2(5) of the law. It stated as follows: 

"The extent of the application of Law 101/87 is defined by Section 3. It applies 

exclusively for International Commercial Arbitration proceedings. Arbitration is 

considered to be international when the parties to the arbitration agreement 

were based in different states at the time they entered into the arbitration 

agreement. Arbitration is considered to be commercial under Section 2(4) of 

the ICA Law when it refers to matters arising from relationships of a 

commercial nature, whether these are contractual or not. The definition of 

"relationships of a commercial nature" is contained in Section 2(5) of the ICA 

Law. This definition covers a wide range of relationships and is not exhaustive." 

Decision 

Following submissions from the applicants, the court was satisfied that this case was 

covered by the law. In its ruling, the court held that: 

l the parties' operations were based in different states;  

l arbitration proceedings were taking place in London which the Cypriot proceedings 
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were intended to support; and  

l the shareholders' agreement itself was proof of the professional relationship which 

existed between the parties.  

For further information on this topic please contact George Z Georgiou at George Z 

Georgiou & Associates LLC by telephone (+357 22 763 340), fax (+357 22 763 343) or 

email (george@gzg.com.cy). 

Endnotes 

(1) Second Edition, pp1-2. 

(2) EMFESZ ELSO MAGYAR FOLDGAZ ES ENERGIAKERESKEDELEMI ES 

SZOLGALTATO KFT v Mabofi Holdings Ltd. 
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