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Article 7 Banks must examine all documents with
reasonable care to ascerfain that they appear on their face to
be in accordance with the terms and condifions of the credit.
Documents which appear on treir face to be inconsistent with
one another will be considered as not appearing on tﬁeir face

to be in accordance with the terms and conditions of the credit.
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Article 15 Banks must examine all documents with
reasonable care to ascertain that they appear on their face to
‘be in accordance with the terms and conditions of the credit;
Documents which appear on their face to be inconsistent with
one another will be considered as not appearing on their face

to be in accordance with the terms and conditions of the credit.
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(1922), 283 F. 103.

An American court held that :

A bank which had issued a credit to cover a shipment
of cloth "to (the buyeris) design with stripes not more than
5C percent of width"; was entitled to reject shipping documents

which omitted this description.
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(1943), 1 K.B. 37.

The Court of Appeal held +t 1a;

The bill of lading did not literally éorresPond with
the terms of the credit, and the bank was therefore entitled to

reject it,

2 (1951) 2 Lloyd's Rep. 367.
The court held that s
The defendant bank should have.rejected the documents
tendered by the beneficiary, because "as good as new' trucks

were obviously not the same thing as new trucks.
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Article 32 (c) The description of the goods in the
commercial invoice must correspond with the description in the

credit. In ali other documents the goods may be described in
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general terms not inconsistent with the description of the
goods in the credit.

. A ,
aﬁa NI Uniform Customs and Practice'for‘Documentary

Credit (1983 revision) vl;n@@“?fluwﬁuaugmﬁu‘l'u Article 41 (c)
fandlif

Article 41 (c) The description of the goods in
the commercial invoice must correspond with the description in
the credit. In all other documents, the goods may be described
in gereral terms not inconsistent with the description of the

goods in the credit.
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In the court of first instance Atkinson, J., gave

Judgement for the plaintiffs, holding that the documents tendered,
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including the bill of lading "covered in the customary way
and in customary terms the goods mentioned in the letter of

credit,® On appeal, *this decision was reversed.

Dealing with that part of Atkinson, J, 's, judgement
in which he said that "a sale of Coromandel groundruts is
universally understood to be a sale of machine shelled groundnut

kernels," Mackinnon, L.J., Said :

I think that a perfectly impossible suggestion , ., .

- It is quite impossible to suggest that a banker is to be affected
with knowledge of the customers and customary terms of every one
of the thousand of trades for whose dealings he may issue letters
of credit. .

Judgement was consequently given for the defendants.
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Article 33 When other documents are required, such as
Warehouse Receipts, Delivery Orders, Consular Invoices, Certificates
of Origin, of Weight , of Quality or of Analysis etc. and whin no
further definition is given, banks will accept such documents as

tendered.

P~
A8 MU Uniform Customs and Practice for Documentary

‘vv“v L AL e v. v
Credit (1983 revision) L0M@Alalwimas ity article 42 Ainalihl

Article 42 If a credit calls for an attestation or
certification of weight in the case of transport other than by
sea, banks will accept & weight stamp or declaration of weight
which appears to have been superimposed on the transport document
by the carrier or his agent unless the credit specifically
stipulates that the attestation or certification of weight must

be by meams of a separate document.
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239 N.Y. 386 (1925).
Court held that :
The bank issued to plaintiff's assignor an irrevocable

letter of credit, a contract solely between the bank and pleintiff's
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assignor, in and by which the bank agreed to pay sight drafts
to a certain amount on presentation to it of the documents
spepifiea in the létter'of credit. This contract was in

no way invelved in or connected with, other thah by the‘
presentation of the documents, the contract for thé purchase
and sale of the paper mentioneda That was a contract between

buyer and seller, which in no way concerned the bark.
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' As Shienteg J. Said s
It is well established that a letter of credit is
independent of the primary contract of sale between the buyer
and the selier. The issuing bahk agrees to pay upon presentation
of documents, not gocds. This rule is necessafy to preserve
the efficiency of the letter of credit as an instrument for

the financing of trade., One of the chief purposes of the letter
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of credit is to furnish the seller with a ready means of
‘obtaining prompt payment for his merchandise. It would be

a most unfortmate interference with business transacticns if

a bank before hohoring drafts drawn upon it was obliged or even
allowed to go behind the documents, at the requeét of fhe buyer
and enter into controversies between the buyer and the seller

regarding the quality of the merchandise shipped.
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AANABY AD AR United City Merchants (Investments) Ltd. and
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_ Gther V. Royal Bank of Canada and Other (1982) > AP ®AGNRMAIN

Eberth, "Documentary Credits in Germany and England,"

p. 33.
® (1975) I Lloyd's Rep. Ly Lhb = 44T,

3 (1982) 2 A1l E.R. 723,

As Lord Diplock J. said :

The whole commercial purpose for which the system of
confirmed irrevocable documentary credit has been.developed in
international trade is to give fo the seller an assured right
to be paid before he parts with contrcl of the goods and that
does not permit of any dispute with the buyer as to the performance
of the contract of sale being used as a ground for non - payment

or reduction or deferment of payment.
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Gensral provisions and definition (ec)
Credits, by their nature, are separate transactions
from the sales or other contracts on vhich they may be based and

banks are in no way concerned with or bound by such contracts,
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ticle 8 (a) In documentary credit operations

1

all parties concerned deal in documents and not in goods.
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performances itc which the documents may relate.
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Section 5 ~ 114 (1) An issuer must honor a draft or
demand for payment which complies with the terms of the relevant
credit regardlessof whether the goeds or documente conform to
the underlying contract for sale or other contract between the

customer and the beneficiary.
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