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Fraud and the commitment of the independent bank in the

documentary credit contract
Preadded by: Ahmed Youssef Ibrahim Zubeidat

Supervisor: Dr. Yasser Zubeidat

Abstract

The documentary credit is a short-term credit banking operation of great economic importance
within the scope of international trade contracts as a means of guaranteed payment. In this
process, the bank undertakes to pay a certain amount at the request of its client (the buyer) for
the benefit of a third party (the beneficiary) in return for submitting documents that show
compliance with the terms and conditions of the credit contract. Therefore, the positions of the
parties in the documentary credit are determined by looking only at the documents, not at the
goods represented by these documents.

The documentary credit is based on three contracts that are completely independent from each
other .The bank's obligation towards the beneficiary in the letter of credit arises when the latter
presents documents that appear to conform to the instructions of the ordering customer.
Whereas, the bank will refuse to pay the beneficiary the value of the credit if the latter submits
non-conforming documents, defective documents, fabricated or forged documents, or
fraudulent documents. Since the contract is a legal act based on will, and the principle in
contractual obligations is that a person is only bound by what he has accepted and what his
will has turned to. Therefore, if there was fraud by one of the parties, then the most important
principle of the principles on which the contracts are based has been destroyed. The general
rule in civil legislation is that “cheating spoils everything.” Therefore, this study aimed to
show the extent to which this rule violates the principle of independence in the documentary
credit contract, especially since this principle is what spreads the confidence of dealers in the
documentary credit as a guaranteed means of fulfillment. Distinguish between fraud in the
basic contract and fraud in the documents. There was a jurisprudential and judicial controversy
over the extent of the permissibility of the buyer (the customer) issuing a decision from the
bank’s urgent court to seize the amount of credit for not disbursing its value to the beneficiary

(the seller) in the event of fraud in the basis contract or documents.



In front of this, this study aimed to clarify the position of the unified international rules and
norms issued by the International Chamber of Commerce, in addition to the position of the
legislation under comparison, "Jordanian, Egyptian, French and American." The position of
each of jurisprudence and the judiciary on the concept of cheating and whether the broad
concept of the meaning of fraud has been taken. Since fraud in the base contract leads to
making the contract defective by fraud, and this entails that the credit contract suffers the same
disease if the document appears to be correct on the surface, but it includes a change in the
truth? Or was the narrow sense of the concept of fraud in the documentary credit taken?

To clarify, is fraud related to the basic contract between the customer and the beneficiary? Is it
considered fraud? Therefore, is it considered an exception to the principle of independence?
Or is this concept (the concept of fraud) limited to the bank's relationship with the beneficiary?
This study aimed to answer these questions, by following the analytical and comparative
approach, and by dividing this study into two chapters. The study reached a set of results and
recommendations, the most prominent of which was leaving the international rules and norms
governing documentary credit to local legislation, showing the effect of fraud in the basis
contract and documents on the documentary credit contract. Referring to these legislations, we
find some of them took the broad concept of the meaning of cheating, and some of them took
the narrow concept, and some of them did not deal with this issue, but left it to jurisprudence

and the judiciary, and who differed in explaining the effect of cheating.
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