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Although the validity of the documents from the perspective of the parties to the
transaction is in line with the payment of the price and delivery of the transaction
documents, there is no connotation to the nature of the unit of credit opened and
the condition for opening the lease in the underlying transaction. In some
contracts, the performance of the obligation does not occur once, so that by
appealing to the court or arbitration, the obligee is obliged to fulfill the obligation.
Rather, the execution of a commitment is continuous and composed of several
intertwined and complex commitments in such a way that in the condition of
opening a letter of credit, the customer must refer to the bank and complete the
letter of credit opening application form and deliver it to the bank in this period.
Consequently, the letter of credit issued by the bank with the agreement of the
parties to the contract, and the deposit of sufficient documents and guarantees
with the bank to issue and open another letter of credit is the customer's
commitment and the next issue. The fulfillment of such continuous and complex
obligations, if not at the will of the customer, is not able to be performed correctly
and in an acceptable manner by the obligor. Apart from the main function of letter
Keywords: of credit, since such a condition in the basic transaction is a kind of guarantee for
LC opening condition, payment of the price by the customer based on the introduction of a guarantor,
Authentication capability, | the guarantee of violation of this condition is the same as the guarantee of
UCP 600, Verb condition, | violation of the condition of guarantor in Article 243 of the Civil Code is the right
Invalidation to terminate the transaction. The 1980 Vienna Convention provides performance
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guarantees, including the request for objective performance of the obligation,
termination of the contract, reduction of price and compensation for breach of
obligations of the seller and the customer. In the present article, by examining
the jurisprudence and legal system of Iran, the International Convention on the
Sale of Goods seeks to respond to the guarantee of violation of the condition of
opening the LC in the basic transaction.

Extended Abstract

1. Introduction

The opening of a letter of credit begins
with an agreement that the seller and the
customer in the international commercial
sale determine the payment of the seller
price by the method of Letter of Credit
(LC). Under this condition, a new
obligation is created for the customer
along with the obligation to pay the price.
However, the condition for opening the LC
is to fulfill the customer's main obligation
to pay the price. However, due to its
conditional nature, it will have legal
effects. The Convention on the
International Sale of Goods provides a
wide range of performance guarantees for
breach of obligations by the seller and the
customer. According to Article 58 of the
Convention on the International Sale of
Goods, the surrender of the seller may be
subject to full payment of the price.
Therefore, since the customer does not
take action to prepare the opening of the
LC, it means not paying the price; the
seller can refuse to deliver the seller or
submit his documents. In Iranian Law, the
issue is so complex that if Iran does not
accede to the Convention on the
International Sale of Goods, if the law
governing an  international trade
agreement is in the Iranian Law, failure of
the customer to provide the conditions for
the opening of the LC and guarantee its
implementation can cause confusion for
the seller and judicial authorities.

2. Methodology

This research uses a descriptive-analytical
method and with reference to library
sources, seeks to do a comparative study
on the guarantee of violation of the
condition of opening the LC in
international commercial sale from the
perspective of the Iranian Law and the
Convention on International Sale of
Goods. The study of the present subject
depends on a comprehensive and
complete explanation of the nature of the
condition of opening the LC in the basic
transaction, regardless of the specific
nature of the letter of credit. Therefore,
this research explains the condition of
opening the LC in the basic transaction
and its nature, the guarantee of violation
of the condition mentioned in the
Convention on the International Sale of
Goods and finally the guarantee of
violation of it in the Iranian Law. In this
way, by identifying the relevant sources,
they are studied and the required content
is extracted. Then, by categorizing the
issues, the legal views are analyzed and
finally, the necessary conclusions are
made. To collect data, different books have
been reviewed and cyberspace and
information  of  experienced and
specialized people in this regard have also
been used. Due to the nature of the
subject, the method of data analysis has
been qualitative, and mental and
philosophical methods have been used to
interpret and explain the content.
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3. Findings

Although LC, from the perspective of the
transaction parties, is in line with the
payment of the price and delivery of
transaction documents, there is no
connection between the nature of the LC
unit opened and the condition of the LC
opening in the base transaction. In some
contracts, the performance of the
obligation does not happen once to oblige
the abstainer to perform the obligation by
going to court or arbitration. Rather, the
execution of a commitment is continuous
and composed of several intertwined and
complex commitments in such a way that
in case of opening the LC, the customer
must refer to the bank and complete the
letter of credit application form and
deliver it to the bank in this period. In this
regard, the first issue is the customer
referring to the bank and completing the
application form. Consequently, the LC is
issued by the bank with the agreement of
the parties. In principle, banks do not issue
and open LC without obtaining sufficient
guarantees. Thus, to open LC, the
customer must provide sufficient
guarantees to the bank and make their
arrangements. The fulfillment of such
continuous and complex obligations, if not
at the will of the customer, is not able to
be performed correctly and in an
acceptable manner by the obligor.

4. Conclusion

The impossibility of obliging the obligor to
prepare the preparations for opening a
letter of credit does not mean the
impossibility of obliging the customer to
pay the price in the countries that allow
the obligation of the obligor to fulfill this
obligation. Therefore, the seller may, in
the absence of opening the LC, demand
that the customer pay the price in
accordance with the contract from a court
or possible arbitral tribunal, or exercise

the right of confinement set forth in
Article 58 (a) and Article 71 of the
Convention on the International Sale of
Goods. Obligation to objectively fulfill the
customer's obligation to open the LC is not
acceptable due to the impossibility of
obliging it. However, this does not mean
that it is not possible to claim the price
because the LC is a method of paying the
price and not a method or means to which
the payment of the price is only relevant.
Therefore, the only possible performance
guarantee regarding the customer's
violation of the opening of the LC can be a
claim for damages or the annulment of the
contract, although this right does not
conflict with the claim for damages,
including the claim for damages and the
annulment of the contract. Due to the
special and unique nature of LC, which has
its own rules, it can be said that the
condition for opening a letter of credit in
the basic transaction, although it is a
payment method to pay the price of the
transaction. However, in the first stage, it
is a guarantee for payment of the price,
according to which the issuing bank and
the confirming bank will have an
independent and irrevocable obligation to
the seller. Considering the application of
the LC opening condition to the guarantee
condition in the Iranian Law, the
guarantee of violation of this condition
should be sought in the guarantee of
violation of the guarantee condition.
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