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Payment Refusal against Discrepancy in Transport

Document under L/C Transaction

Jung—Sun Lee

{ Abstract

The study attempts to verify the case related to the notice of payment refusal by
issuing bank regarding discrepancy in transport document under L/C(Letter of Credit)
transaction, Considering the high portion of trade between Korea and China, Korean
companies and banks in L/C transaction should be careful about many unpredictable
situations.

The case of this study is that Chinese seller(beneficiary) initiated a civil suit against
Industrial Bank of Korea to Chinese court and Chinese courts in the first and second
trials judged that the notice of payment refusal by Industrial bank of Korea doesn’t
satisfy Article 16, (¢) (ii) (iii) in UCP 600, However, Industrial Bank of Korea
implements the judgement even though the judgement is highly biased to Chinese
seller. Considering the judgement by Chinese courts, the study suggests some
countermeasures to Korean companies and banks which opened L/C.

First, the issuing bank should describe the contents of discrepancy specifically
based on Article 16, (¢) in UCP 600,

Second, it is necessary to insert a clause regarding governing law in the L/C
contract like sales contract,

Third, considering the biased judgement by Chinese court and difficulty in
execution of foreign judgement in China, it is recommended to using arbitration as a
method of dispute resolution such as ICLOCA and DOCDEX Rules which are
international system operated by international instruments because it has legal effects

to parties in L/C contracts if the issuing bank inserts arbitration clause in L/C.

{Key Wordsy UCP 600, Payment Refusal, Bill of Lading, Charter Party B/L, ISBP 745,
International Center for Letter of Credit Arbitration (ICLOCA), International
Centre for Expertise, Documentary Credit Dispute Resolution Expertise Rules
(DOCDEX Rules)
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