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Descriptions of Lending Obligations and the Impact of Bankruptcy on Beneficiary Law

Abstract

Letter of credit as the most widely used payment method is a dynamic and evolving phenomenon in which the rules
and regulations governing this payment method are created while paying attention to the interests of buyers and sellers
and in line with the development of transportation technology and increasing volume of transactions. International has
been amended many times. In the meantime, the parties to a documentary credit in the general sense, including the
credit applicant, the opener and the beneficiary, have obligations to each other. For example, a liability that extends
credit to a beneficiary is a necessary, independent, documentary, and suspended obligation. Since the solution to many
minor legal issues regarding letter of credit depends on knowing the legal nature of the letter of credit, we decided to
examine the characteristics of the letter of commitment in this article. Letters of credit, including the issuing bank,
may also go bankrupt. The issue of the bankruptcy of the issuing bank and its effect on the rights of the credit
beneficiary and the liabilities of the credit opening to the beneficiary is not related to the principle of credit
independence, but to the fulfillment of the obligation arising from the credit. The question that the present article seeks
to answer is what effect this bankruptcy may have on the rights of the beneficiary, which is examined in this paper.
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Task Force Report, An Examination of U.C.C. Article 5 (Letter of Credit). Supra note 518, at 1640: “It is, however,
the opinion of the Task Force that there is a need-outside the scope of the U.C.C.- for a careful examination of the
problem of insolvency as it relates to issuers, confirmers, beneficiaries, and applicants in light of federal banking law
and, especially, of the practice of the banking regulators”.
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