


Legal Civilization AT 5 i O
Vol. 8, No. 26, Winter 2026 ;—F—’f.f E‘ - s
Pages: 7-44 A T VP F Ol P ol Aoy g3
Article Type: Original Research Eﬁ: O VEFF - oui
https://www.pzhfars.ir/article_239446.html

doi: 10.22034/Ic.2026.572691.1733 o sl

Analysis of the Issuing Bank’s Liability
under the Law of Documentary Credits

Homayoun Mafi
Professor of International Trade Law, University of Judicial Sciences and
Administrative Services, Tehran, Iran

Mohsen Raeisi
Master of Master of Corporate Law, University of Judicial Sciences and
Administrative Services, Tehran, Iran (Corresponding Author)

S 50 oulis” Ol Cud ghne Sl
bl O ylel

Sbogks
)01 68 13 ot 5 48 sl ol Yl ol B o sk

mafi@uijsas.ac.ir

(M) (R0
(sl Sl 5 gl gle o5 (il SIS S Gt Al ST

(J ges 0 $) Ol 1 O g5

mohsenraeisi1999@gmail.com

2/20/920¢ :Ppa1deddy- TE/T0/920Z :M3INSY- 0TZ/T0/9Z0T :PaNIaIsy

Abstract

In international commercial law, a documentary credit is
not merely a method of payment; rather, it constitutes a
banking contract under which the issuing bank
undertakes a payment obligation within the terms and
conditions of the credit. This undertaking, alongside the
contractual relationship between the bank and the
applicant, also creates a contractual right for the
beneficiary. Accordingly, the issuing bank stands at the
center of a network of contractual relationships: on the
one hand, the credit-opening agreement with the
applicant, and on the other hand, the credit contract with
the beneficiary, which becomes enforceable upon
presentation of the stipulated documents and within the
limits of the credit. The main issue addressed in this
research is to clarify the basis of the issuing bank’s
liability and to determine its scope in performing
contractual obligations arising from the credit,
particularly with respect to document examination,
notification of discrepancies, observance of time limits,
and compliance with instructions. Using a descriptive—
analytical method, this study, while emphasizing the
independence of the credit from the underlying contract,
examines different approaches to the basis of bank
liability, including risk-based liability and liability based
on professional fault, and seeks to identify a practical
criterion for establishing such liability. The findings
indicate that although documentary credit operations
inherently involve risk, the assessment of the bank’s
liability should be based on evaluating the bank’s
conduct against the standard of reasonable care and
diligence expected of a prudent banker, within the
framework of the credit terms and the rules governing
banking operations. Accordingly, where fault (in the
form of a breach of contractual duties or banking
custom), damage, and a causal link are established, the
liability of the issuing bank may be invoked.

Keywords: Documentary Credit, UCP 600, Issuing
Bank, Contractual Liability, International Commercial
Law.
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