Contemporary Online ISSN: 2821-0514
Comparative Legal Volum: 15 Issue: 37
University of Tabriz StUd Ies inier 20z

Article Type: Research Article Pages: 33-59

Effects of a Third-Party Funding Agreement on the Parties
to an Arbitration Agreement in a Conflict of Interest

Situation
Golnar Sadat Banijamali*
1. Ph.D in Private Law, Tarbiat Modares University, Tehran, Iran golnar.banijamali@gmail.com

Abstract

Third-party funding is an arrangement in which a person who is not a party to the
contract provides money or other material support to enable the litigant to go
through the dispute resolution process. In addition to the benefits that third-party
financing brings, such as increased access to justice, many lawyers are concerned
about the serious risks that this mechanism can create, one of which is conflict of
interest. In normal cases, conflicts of interest are more likely to occur between
arbitrators and disputing parties. As the types of investors increase, more
relationships are created, which increases the fields of conflict. With the
knowledge of this issue, the present research has investigated the effects of third-
party financing in the situation of conflict of interest and how to reduce it. Among
the results of the research, conflict of interest may occur with the arbitrator or with
the receiving party, each of which has a different effect on the proceedings. While
the arbitrator's conflict of interest is a threat to the arbitral award, the conflict of
interest may harm the rights of the parties to the dispute. For the conflict of
interests of the arbitrator, these three ways must be followed: disclosure of the
financing contract, disqualification of the arbitrator, and disclosure of the conflict
of interest. In particular, the parties must disclose the financing agreement to the
arbitrator, and the arbitrator must disclose facts or circumstances that cast doubt on
his impartiality and independence. For the conflict of interests of the parties, it is
suggested to implement the rules of professional conduct for lawyers and investors,
so that in the event of misconduct, the responsibility is placed on the parties.
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