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EXECUTIVE SUMMARY 

Working Group I MSME held its 35th Session in Vienna from 25–29 January 2021.  

At the 35th Session LAWASIA was one of the ‘Invited international non-governmental organizations’. 

At its 35th Session, the Working Group continued its engagement in discussions in respect of the 
preparation of legal standards aimed at the creation of an enabling legal environment for MSMEs. In 
particular, on a draft legislative guide (the legislative guide) on an UNCITRAL Limited Liability 
Organization (UNLLO).  

The chairperson for the 35th Session was Ms. Maria Chiara Malaguti of Italy. The 35th Session was held 
in line with the decision on the format, officers and methods of work of the UNCITRAL working groups 
during the COVID-19 pandemic, adopted on 19 August 2020 by the States members of UNCITRAL. 
Arrangements were made to allow delegations to participate in person and remotely. 

LAWASIA’s delegation participated remotely through the Interprefy platform, Dr Matthew with 
‘[observer]’ status and both Ms Taneja and Ms Anderson with ‘listener’ status. The delegation’s 
observations on participating remotely are below. In brief, whilst the Vienna afternoon Session meant 
1am to 3am Australian Eastern Standard Time attendance, the delegation attended all Sessions and 
regarded the remote participation as an effective way for an observer delegation to participate.  

The 35th Session proceeded on the basis that the Secretariat’s summary1, as revised according to the 
comments received from the delegations, is to be presented as the report of the Working Group to the 
54th Session of the Commission scheduled to be held in Vienna from 28 June to 16 July 2021. 

The deliberations of the Working Group on issues discussed are noted below.  

At the conclusion of the session, the Working Group reached two agreements of significance. First, the 
Working Group approved the text of the draft legislative guide on the UNLLO and agreed that the text 
would be revised by the Secretariat to reflect the deliberations, agreement and decisions of the Working 
Group in the 35th session and that the text would then be transmitted for finalisation and adoption by 
the UNCITRAL Commission at its fifty fourth session scheduled for mid 2021. The document number 
for the final text is to be advised. Secondly, the Working Group agreed to request that the UNCITRAL 
Commission mandate the Secretariat to draft guidance, with the assistance of experts, to assist member 
States in the preparation of model organisation rules on the establishment and management of the 
UNLLO and the rights and obligations of its members that UNLLO members may use where 
appropriate. The conclusion of this session marked many years of working on the legislative guide for 
the UNLLO, a process in which LAWASIA’s delegation has been actively involved throughout.  

 

 
1 Draft summary of the chairperson and the rapporteur on the work of Working Group I (MSMEs) at its thirty-fifth Session (Vienna, 

online, 25–29 January 2021) 
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OBSERVATIONS ON REMOTE PARTICIPATION 

As with the 34th Session, at the 35th Session LAWASIA’s delegation regarded the remote participation 
as an effective way for an observer delegation to participate. In keeping with the guidance for the 
Session to permit States maximum time to input, at this Session the delegation did not make any 
intervention. 

Also, as with the 34th Session, at the 35th Session the delegation noted an increase in Member State 
participation in the remote access Session relative to prior Sessions of attendance in person. 

The delegation conferred together in certain of the scheduled Session breaks on conference call and 
throughout the Sessions electronically. The Chat interventions were shared by Dr Matthew to Ms Taneja 
and Ms Anderson electronically. The Chat function enabled a dynamic engagement amongst States 
and observers participating. 

The screen function in the Vienna room enabled participants to consider drafting proposals of the 
Secretariat and participants. 

 

BACKGROUND 

Working Group I is composed of all States Members of the Commission.  

The Working Group’s current effort is to the output for a legislative guide for the formation of a limited 
liability organisation suitable as a business vehicle for MSMEs.  For the time being the organisation is 
being called the UNLLO. It is envisaged that MSME, where currently informal in structure, taking the 
form of an UNLLO, will facilitate greater certainty for the MSME and the third parties dealing with them, 
increased participation in the formal economy and in turn potential for enhanced economic growth and 
development. 

Further detail on the Mandate of Working Group I MSME is available on uncca.org. 

Further history of Working Group I relevant to the period before this 35th Session is included in 
UNCITRAL Working Group I (Micro, Small and Medium- Sized Enterprises) Update by Dr Anne Matthew 
and Jennifer Anderson.2  

The Working Group had concluded the first review of the draft legislative guide at its 33rd Session in 
Vienna from 7 to 11 October 2019. LAWASIA was represented at the 33rd Session by Dr Matthew and 
Ms Anderson.  

At the 34th Session in Vienna and on line from 28 September to 2 October 2020, and at the 35th Session 
in Vienna and on line from 25–29 January 2021, the Working Group continued its engagement in 
discussions in respect of the preparation of the legislative guide.   

 

THE BUSINESS OF THE 35TH SESSION 

At its 35th Session the Working Group had before it the following documents: annotated provisional 
agenda (A/CN.9/WG.I/WP.121); note by the Secretariat on a draft legislative guide on an UNCITRAL 
Limited Liability Organization (A/CN.9/WG.I/WP.122); and notes by the Secretariat on access to credit 
for MSMEs (A/CN.9/WG.I/WP.119 and Add.1).3 

At the 35th Session the Working Group considered a material number of issues arising from the draft 
legislative guide and the recommendations in it for implementing States, in this paper 
recommendations.  

The following notes consideration of certain of these issues which address matters of the Working 
Group’s mandate to promote MSME including ‘think small first’. Also, on matters of the nature of the 
UNLLO structure and its governance.  

 
2 UNCITRAL Working Group I (Micro, Small and Medium- Sized Enterprises) Update by Dr Anne Matthew and Jennifer 
Anderson 11 November 2019, uncca.org  
3 Ibid 1 at page 6 
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• Think small first  

The Working Group emphasised the non-mandatory nature of the recommendations contained in 
the draft legislative guide for implementing States. After discussion, the Working Group decided not 
to include lists of mandatory and non-mandatory provisions and instead to explain that 
recommendations which contain the phrase along the lines of “unless otherwise agreed” can be 
derogated from by the members and without necessarily referring to the term “mandatory”.4 

• No minimum capital required  

A suggestion to the Working Group to require minimum capital for the formation of an UNLLO did 
not receive support. Previous deliberations of the Working Group on this issue, to the same 
outcome, were recalled.5 

• Members’ contributions to the UNLLO 

The Working Group decided that the legislative guide would not require members to make 
contributions. However, that members may choose to require contributions in their organisation 
rules and to establish what each member will provide to the UNLLO by way of contribution.6 

• Simplicity, name of the UNLLO  

The Working Group discussed how in some countries a business entity including terms such as 
“UNCITRAL” or “UN” in its definition may be regarded to be a legal structure not consistent with the 
domestic legal tradition. There was general agreement that the future name of the Working Group’s 
structure should be neutral and simple and should include the term “limited liability” as this was a 
distinctive feature of the UNLLO. A suggestion to include the word “simplified” did not receive 
enough support as it might not be attractive for a business. No clear preference was indicated as 
to the use of the word “organization” or “entity”. Certain delegations considered “organization” too 
broad and often associated with institutional bodies and thought “entity” be more appropriate for a 
business form. The Working Group also heard proposals that the new name should clearly indicate 
that it referred to a new or specific form for MSMEs however this was not finalised.7  

• To enhance MSME, purpose of the Legislative Guide  

The Working Group supported the suggestion for the legislative guide to emphasise the goal of 
many economies, in particularly in developing countries, to enhance MSME competitiveness. The 
Working Group confirmed that the draft legislative guide would not address any taxation matter.8 

• Limited liability  

The Working Group confirmed the need to clarify that confusion should be avoided between 
personal assets of the UNLLO members and business assets of the UNLLO. Another suggestion 
was made to include the requirement for UNLLOs, especially single member UNLLOs, to set up a 
separate bank account as an example of how States can address the issue of separation of 
personal and business assets. In considering whether limited liability would allow entrepreneurs to 
take business risks “without fear of failure” the Working Group replaced the word “failure” by “being 
personally liable for the possible failure of the organization”.9 

• Formation of the UNLLO 

The Working Group adopted its position that by and large, only natural persons would become the 
members of an UNLLO, while confirming the possibility for States to allow legal persons too 
becoming members of an UNLLO. The Working Group also agreed to clarify in the commentary 
that the phrase “the extent to which legal persons are permitted” leaves open to States to specify 
the limitations, if any, on legal persons becoming members of an UNLLO. The Working Group 

 
4 Ibid 1 at page 8 
5 Ibid at page 12 
6 Ibid 1 at pages 16 and 17  
7 Ibid 1 at page 7 
8 Ibid 1 at pages 7 and 8 
9 Ibid 1 at pages 11 and 12 
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confirmed that the draft legislative guide does not require information concerning beneficial 
ownership to be made public.10 

• Management of the UNLLO  

The Working Group considered a suggestion to replace the word “may” with “shall” in respect to 
appointing at least one designated manager if the UNLLO was not managed by all its members 
exclusively. To clarify the intention of the draft recommendation, a suggestion to delete the phrase 
“one or more” and retain the word “may” was taken up by the Working Group.11 

• Model Organization Rules 

The Working Group agreed to clarify that the model organization rules were drafted only for multi-
member UNLLOs managed by all members exclusively and that suggestions on how such rules 
could be adjusted for single-member UNLLOs or multi-member UNLLOs managed by designated 
managers were included by way of footnotes. 

The Working Group agreed to request the Commission to mandate the Secretariat to draft 
guidance, with the assistance of experts, to assist States in the preparation of model organization 
rules. It was suggested to inform the Commission to allow the Secretariat to rename the instrument 
if needs for consistency with the legislative guide.12 

• Dispute resolution  

The Working Group agreed to provide that Alternative Dispute Resolution mechanisms would also 
benefit the UNLLO in commercial disputes with third parties such as creditors, suppliers or clients. 
Further, that the Working Group did not recommend States to “require” the submission of disputes 
to ADR mechanisms, but only to “facilitate”.13  

• Other matters 
The Working Group also considered Distributions, Transfer of rights, Withdrawal, Conversion or 
restructuring, Dissolution, Record-keeping, inspection and disclosure. 

 

IMPLICATIONS FOR LAWASIA AND UNCCA  

At the conclusion of the session, the Working Group reached two agreements of significance. First, the 
Working Group approved the text of the draft legislative guide on the UNLLO and agreed that the text 
would be revised by the Secretariat to reflect the deliberations, agreement and decisions of the Working 
Group in the 35th session and that the text would then be transmitted for finalisation and adoption by 
the UNCITRAL Commission at its fifty fourth session scheduled for mid 2021. The document number 
for the final text is to be advised. Secondly, the Working Group agreed to request that the UNCITRAL 
Commission mandate the Secretariat to draft guidance, with the assistance of experts, to assist member 
States in the preparation of model organisation rules on the establishment and management of the 
UNLLO and the rights and obligations of its members that UNLLO members may use where 
appropriate. The conclusion of this session marked many years of working on the legislative guide for 
the UNLLO, a process in which LAWASIA’s delegation has been actively involved throughout.  

As the Working Group’s work is taken forward to the Commission scheduled to be held in Vienna from 
28 June to 16 July 2021, the implications for LAWASIA and UNCCA continue. 

The Working Group’s legislative guide for the UNLLO continues important to for all Member States 
where the legislative guide is adopted or where UNLLOs carry on activities within a business and trade 
context. 

The legislative guide and the UNLLO structure contemplated by it continues to be a relevant 
consideration of LAWASIA members and broader civil society.  

 
10 Ibid at pages 12 and 13 
11 Ibid 1 at pages 15 and 16 
12 Ibid 1 at pages 9 and 10 
13 Ibid 1 at page 20 
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