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In the article the author considers and analyses the legal regulation of currency risks on air transport 
at the interstate and national level, the problems of interaction between the international and national 
legal regulation of currency risks on air transport raises a question of the  necessity of the reviewing 
of some clauses of the international air conventions concerning currency instruments, which are 
applied at conducting of settlements.  

Quickly ascending from the middle of ХХ century, the commercial relations between the 
states, their bodies, international organizations, legal entities and physical persons and using foreign 
currencies in banknote at conducting the settlements by participants in legal relations have raised 
the danger of approach of negative results of currency risks for all participants not only in the 
world, but national markets. In these conditions the theoretical and practical judgement of the legal 
nature of currency risks is needed and also formation of quite legal mechanism of their 
management.  

The mentioned items can be disclosed in the example of air transport, which takes a special 
niche in the system of market relations. Meeting the needs of the clients for the international and 
domestic carriages, air transport contributes to the development of typical integration for the 
modern world economy   processes. The second feature of legal relations in sphere of air transport 
activity is a wide use of foreign monetary units in settlements of the participants in contractual and 
non contractual legal relationships. In particular contractual legal relationships of the Ukrainian air 
enterprises can be formed in connection with the necessity of integration of civil aviation of 
Ukraine into the international system of civil aviation to involve additional volumes of international 
carriages and currency flow, reduction of expenses, approach to the international standards of 
flights safety, terms of carriages of the passengers and cargoes, creation of an effective leasing 
system of aircrafts and other engineering as the updating principles of park  aircrafts, park of 
airlines, power and ecological indicators of air transport, and also in connection with the use of air 
space of Ukraine. According to the State complex program of the development of air transport of 
Ukraine for the period till 2010 approved with the Decree of the Cabinet of Ministers  of Ukraine of 
July 27, 2001. № 919 for Ukraine, as for the state with the extremely large technical facilities for 
transit carriages the system of organization air traffic pushes into the foreground. The payments 
from servicing transit flights of foreign aircrafts in the top zone of air space of Ukraine come to 
more than 70 % of the revenue of the State enterprise of service of air traffic of Ukraine 
"Ukraeroruch" [1]. 

  In all these cases the use of foreign currency in paper expression as the means of payment, 
which does not have its own real worth, results in approaching danger of currency risk owing to the  
fluctuation of exchange rates under the influence of subjective and objective factors. 

Similar situation is typical for air transport activity practically for all countries of the world. 
Therefore the major trend in the formation of the legal mechanism of currency risks control is legal 
ensuring of the political decisions, accepted on this problem, at the interstate and national levels. 

In this connection, it is necessary to note, that some articles of the multilateral agreements 
owing to the changes in financial and monetary situation in the world have become outdated. First 
of all, it concerns the article 22 of the Convention on the Unification of Some Rules, which concern 
the international airline traffic from October 12, 1929 (Warsaw Convention). In the article 22 of the 
Convention is limited to the responsibility of the carrier in relation to every passenger to 125 
thousand Fr. But the passenger is given an opportunity to increase the level of a carrier’s 
responsibility thanks to the special agreement with the carrier. 
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The carrier’s responsibility is limited to the sum of 250 FR per kg while transporting the 
registered luggage and goods. 

 Concerning the passengers’ personal things, the responsibility of the carrier is limited to 5 
thousand Fr for a passenger. 

The above mentioned sums expressed in French Franks, which come to 65,5 milligrams of the 
gold test 0.900. They can be expressed in any national currency with approximate figures [2]. 

From the mentioned provisions it is possible to see that in the Warsaw Convention, the 
countries, which signed it, tried to connect French Frank to the gold and thus to make an attempt to 
settle the matters of currency risk in the international legal act, as in the case with the  devaluation 
of French Frank, and other national currencies as to Frank in which the compensation will be 
repaid. But in this article the mechanism of reconversion of Frank into the local currency is not well 
arranged, what causes certain difficulties at their recalculation. So, to simplify the procedure of the 
settlements the former Committee of Civil Aviation of the USA defined a limit of the responsibility 
to 20 thousand US dollars for 250 thousand Fr. [3]. Frequently the governments of certain states 
establish the sums of the responsibility in local currency with the help of legal acts, which in the  
conditions of fluctuations of exchange rates leads to currency risks, which both parties of the case 
bear. As the Convention provides for the claimant has the right to claim on his own choice in court 
of one of the countries - members, or in court in the location of the main office of the carrier or the 
carrier′s branch office , where  the contract of carriage was drawn up, or in the court of the country 
of  arrival and there is a possibility that in these countries the courts can convert Frank in local 
currency, having used the value of gold for this purpose . 

The Hague protocol from September 28, 1955 makes alterations to the article 22 of the 
Warsaw convention. According to the Hague protocol the responsibility of the carrier related to 
every passenger is limited to the sum of 250 thousand Fr. But there is a possibility for the passenger 
thanks to the special agreement with the carrier to increase the level of the carrier′s responsibility. 

The responsibility of the carrier is limited to 5 thousand Fr on the passenger as to the 
passengers’ personal things. 

In this article the sums defined in Frank, are considered to be a currency unit, which comes to 
65,5 milligrams of gold of the test of 0.900. These sums can be recalculated in national currency in 
the approximate figures. Converting the sums in the national currency, which has no golden 
contents, in case of trials will be conducted according to the golden worth of these currencies for the 
date of ajudgement [4]. 

We see, that the enlarged limit of the responsibility of the carrier is twice longer 250 thousand 
Fr for each passenger. It increases both sums of disbursements, and sums of losses owing to the 
existence of currency risks. Besides due to international rule-making activity on currency regulation 
and currency risks regulation concerning the responsibility of the air carrier there is not only the 
concept of Frank, but a currency unit, which actually equals to the cost expression of Frank 
according to the Warsaw convention. Making an attempt to be protected from the influence of the  
fluctuation of exchange rate of  the French Frank in the world currency market. But the introduction 
of a term " currency unit " has really changed a little, consequently it remains attached to the gold. 
Besides, demonetisations of gold, which were legally fixed owing to the Jamaican monetary reform 
(1976-1978 гг.), has led to the loss of monetary functions of the gold. Since 2001 in a world 
monetary-financial circulation all-European monetary unit – euro has been introduced. From this 
time French Frank, as well as almost all other national currencies of the countries - members of EU 
were withdrawn from a circulation. Taking into account the changes in the world and national 
monetary systems, the review of the appropriate articles of the Warsaw convention of 1929 and the 
Hague protocol of 1955 has become necessary. 

It should be noted, that the countries - members have paid attention to the disadvantages of the 
Warsaw convention concerning legal regulation of currency risks, but again not in the complete 
volume. So, the question of conversion of the sums in the national currency which does not have                   
the golden contents according to the golden worth of these currencies for date of ajudgement is 
regulated. Besides, the consideration of the cases in court can take considerable time and in the 
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period between air event and the adjudication the exchange rates can change unforeseeable, that due 
to action of currency risk will reduce as the sum of compensation, so otherwise seriously will strike 
on balance of air company. Thus, sore question concerning regulation of currency risk has remained 
again unsolved in the legal plan. 

The adoption of the Convention on the Unification of Some Rules of international airline 
transportation from May 28, 1999 (Montreal Convention) have not changed the situation 
completely. In the article 21 of the Convention is limited to the responsibility of the carrier in 
relation to every passenger and the carrier can not exclude or restrict his responsibility if it is not 
more than 100 thousand SDR. In the article 23 given the order of the currency unit’s conversion [5]. 

 The problem of a possibility of the  approach of currency risks in the air transport activity did 
not result in any alterations, which were made in the Montreal protocol of 1978 to the Roma 
convention on the damage caused by a foreign aircraft to the third persons on a surface. As a result 
of sharp fluctuations of the exchange rates in the world currency market in 70-80 years of the last 
century made it necessary to change originally acting units of settlements (in this case Fr) on 
conditional " currency units " or " the special drawing rights " (SDR). Taking into account it, and 
also new systems of the calculation of take-off weight Montreal protocol of 1978 establishes the 
responsibility in connection with the death or injury in 125 000 SDR (1 875 000 currency units) [3].  

On the basis of the accepted decisions the limits of the responsibility were considerably raised. 
The sums specified in SDR, are considered as specified in the units, which are defined by the 
International Monetary Fund (further - IMF). The conversion of these sums into national currencies 
in case of trials is realized according to the value of national currencies in units of SDR for date of 
ajudgement. According to the  practice the value of national currency of the country - member of 
IMF at transferring into units SDR is defined according to a method of definition of cost, which is 
applied by IMF to its own operations and settlements for the date of ajudgement. The value of 
national currency of the country, which is not the member of IMF, in the units of SDR, is defined 
on the method established by this country. The countries, which are not the members of IMF or 
which legislation forbids to apply SDR can calculate the limits of the responsibility proceeding 
from conditional currency units [3]. 

Having analysed the given facts it is possible to reach the conclusion, first, that there is a legal 
differentiation of the countries - members of IMF and countries, which are not the members of this 
organization at conversion of the sums in SDR into national currencies under condition of 
compensation of the damage, caused on  foreign aircraft to the third persons. Secondly, it is possible 
to conduct a parallel with the Warsaw convention and Hague protocol with that difference, that in 
the  Montreal protocol, with the purpose of the creation of legal base the prevention to currency 
risks, not the golden standard is used, but accepted international unit - SDR, which is an 
international currency unit as the records on the accounts. Thus again the problem of legal 
regulation of currency risks remain not settled. It is caused by a general legal situation, which has 
developed in world monetary system by then, namely the transition of the countries - members of 
IMF to the Jamaican monetary system, which is based on the international currency unit - SDR. 

The importance of the solution of the question connected with legal regulation of currency 
risks is confirmed by that fact, that the claims, which are based on the provisions of the Roma 
convention (1972), can be acted only in courts of the country of a place of the cause of damage. But 
on mutual consent of the claimant and defendant the claims can be acted in court any country - 
member, if thus are not restrained the rights of persons, who committed the claims in the state, 
where the damage was caused. As beforehand unknown country, where the damage can be caused 
and there are no authentic information concerning what court of what country will entertain the 
claim and in what national currency the amount in controversy will be converted, it is impossible, to 
be protected from currency risk if there is no effective legal mechanism of currency risks regulation. 

From the given provisions, and also taking into account that not unified in complete volume 
the questions of the responsibility arising at collision in the air of aircrafts, responsibility of bodies 
of air traffic management, liability for damage caused by noise or sound impact in the international 
air law, in the whole, the legal regulation of the compensation of damage caused by a foreign 
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aircraft to the third persons is realized basically according to the national law, which can have 
significant variances, in particular in the countries of the American legal system, which 
considerably raises the  danger of increase of the sizes of the negative results of currency risks. 

The leading air states try to unify the real laws, which regulate the international air activity. 
With this purpose the inter-governmental organizations in the sphere of civil aviation were created: 
the International Civil Aviation Organization (ІCAО), the International Air Transport Association 
(ІАТА) and other. 

 The practical activity ІАТА is reduced to the regulation of commercial uses of the 
international airlines. Trying to reach unification of conditions of carriages on the international air 
transport, ІАТА adjusts and for all air companies - members establishes unified tariffs on carriages 
of the passengers, luggage and cargoes, affirms samples of the documents of carriage and etc. But 
legal mechanism of consecutive conducting in practice of activity of air transport of tariff policy 
ІАТА is not produced. It has resulted in that tariff, and the currency policy of the national air 
carriers actually has remained from the outside of legal influence of this greatest non-governmental 
organization. 

The short analysis, conducted in the article, of a problem of interaction the interstate and 
national levels of legal regulation of currency risks on air transport makes the following 
conclusions: 

-   in conditions of growth of the danger of approach of negative results of currency risks for 
all participants in air transport legal relations the theoretical and practical judgement of the legal 
nature of currency risk is needed and also the formation of quite efficient legal mechanism of their  
management. 

-   one the trends of improvement of the risk – management mechanism  is being reviewed by 
the world community and states of currency instruments, which are applied at settlements between 
the participants of air transport activity. 

-   the development of the system of currency risk insurance at the interstate and national 
levels. 
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