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Conditional Settlement and the Bank’s
Recovery Methods for Letter of Credit

Dr. Maher Elsaid Mohamed Gabr*

Abstract:

Sometimes the bank sees that the violation in the documents is
simple that the customer may exceed, or the order instructions
may be in violation of what was agreed with the seller in the sales
contract, or that the beneficiary was unable to provide complete
and valid documents. However, if he accepts this in this way, he
exposes himself to the risks of inability to I have to get the credit
back from the ordering customer who refuses these documents.
Therefore, to ward off any danger that could threaten his interests
in the accreditation process, the beneficiary is required to accept
the documents with reservations (the client accepts them), and on
this basis the settlement of the accreditation is final, subject to the
ordering acceptance of the documents.

In the event that this condition is not met, it can refer to the
beneficiary. However, this does not mean that the conditional
settlement has an effect on the nature of sectoral credit in terms of
the bank’s commitment to face the beneficiary, nor is it
considered a mitigation of the principle of absolute independence
of sectoral credit.

However, if we hold that the documents must be in conformity
with the terms of approval and that any defect that the bank did
not notice when implementing the credit can create a right for the
latter to refer to the beneficiary, then this is a consecration of the
unconditional settlement, and this opinion was supported by a
group of jurists.

Keywords: Conditional Settlement — Bank - Letter of Credit -
Recovery.

*Lecturer of International Trade Law, Head of the Law Department, Al-
Amarah University College - Iraq.
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