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Introduction 
ocumentary credits also known as Letters of Credit or 

simply credit is a method of financing international 

commercial contracts. Since international businesses 

crosses borders, there is a need to have a smooth, unified, and 

effective means of financing such trade. One major characteristic 

of documentary credits is the onerous task of examination of 

documents. By practice, it is the bank (nominated or appointed) 

that performs this task.1 Under the former UCP 500, the standards 

and requirements of examining such important documents are 

enshrined in Art. 13 which requires the beneficiary to submit the 

necessary documents to the confirming bank. The necessary 

documents must strictly comply with the conditions stipulated in 

the credits and the standards for compliance are dictated by the 

international banking procedure as outlined in the instruments.2 To 

this dissertation, this UCP 500 provision is the cornerstone of the 

examination of documents standard and the recognition of the 

“Strict Compliance” requirement as a fundamental rule in 

documentary credits. The provision also signalled how far the rule 

applied in documentary credits under the UCP 500. Even though in 

some cases the principle was lax,3 the UCP 500 Article 13 however, 

appears to have embraced the doctrine of strict compliance. In  

 

 
1  Xiang Gao and Ross Buckley A Comparative Analysis of the Standard of Fraud Required under the Fraud Rule in Letters of 

Credit Law (2003) 13 Duke Journal of Comparative and International Law 293 
2 See ISBP for the Examination of Documents under Documentary Credits, 2007 Revision for UCP 600, ICC Publication 681; The 

ICC published the ISBP, for the Examination of Documents under Documentary Credits in January 2003 and reviewed to 
supplement the UCP 600. 

3 The UCP 500 permitted some margin error in the cause of goods’ quantity and the contents of documents tendered as 
stipulated in Articles 39(b) and 37(c) thereof; Glencore International v Bank of China [1996] 1Lloyd's Rep 135 
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ABSTRACT 
The International 

Chamber of 

Commerce’s (ICC’s) 

fifth revision to the 

Uniform Customs and 

Practice for 

Documentary Credits 

(UCP 500) was found 

wanting in regulating 

the process and 

operation of 

documentary credits, 

which is the popular 

and most preferred 

method of financing 

international trade. 

The current applicable 

revised 6th edition of 

the Uniform Customs 

and Practice for 

Documentary Credits 

(the UCP 600) which 

came into force in 

2007 was therefore 

the ICC  initiative 

fashioned out to 
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what seemed like reiterating the UCP 500 position, Art. 14 of the new UCP 600 also demands the 

bank to follow the practice obtainable in the international standard banking procedure.4 

However, this came together with an addendum by the Drafting Group that “the banking 

practices are broader than what is stated in this publication.”5  

Methodology 

This paper employs the doctrinal legal research (which is also known as qualitative legal research) 
method. The research is doctrinal because it analyses what strict compliance requirement under 
documentary credit is as provided by the ICC rules which are enshrined in the UCP 500 and the UCP 
600. These ICC frameworks provide the necessary values and principles needed in addressing the 
research question. The research paper is also doctrinal because it is based on the outcome of 
several countries’ courts’ decisions (court cases) on the area under consideration. This includes the 
various (or different countries’) courts’ interpretations of other relevant statutes and other 
relevant sources of the law in the research area. The methodology used helps in providing an in-
depth analysis of the strict compliance requirement enshrined in the two ICC frameworks (the UCP 
500 and UCP 600) for better understanding and better application. This is important for it would 
make the financing of international commercial transactions as easy as possible, which is what 
documentary credits sets out to achieve. 
 
The doctrine of strict compliance 
The doctrine of strict compliance requirements has been upheld and applied in the English 
common law. The House of Lords decision in Equitable Trust Company of New York v. Dawson 
Partners6 was seen by the scholars as a basis for the strict compliance rule under English law. 

 
4 Lee Ricky J. Strict Compliance and the Fraud Exception: Balancing the Interest of Mercantile Traders in The Modern Law of 
Documentary Credits Macquarie Journal of Business Law Vol. 5, 2008 pg. 139  
5 ICC Drafting Group Commentary on UCP 600, Article-by-Article Analysis by the UCP 600 Drafting Group (2007) 16. 
6 Equitable Trust Company of New York v. Dawson Partners [1927] 27 Lloyd’s Rep. 49. 

rectify some of the deficiencies of the former UCP - the UCP 500 of 1994. This dissertation 

discusses and critically analyses the rationale behind the transition as well as the major changes 

witnessed after the transition from the UCP 500 to the UCP 600. The dissertation evaluates the 

genesis, process, evolution, information and the implications the revised ICC regime has on the 

key players in the sector- the importers, bankers, exporters, carriers as well as insurers. The 

dissertation argues that the UCP 600 has indeed tried by taking into consideration the interests 

of the key players in the sector- the bankers as well as the merchants. This is a welcome 

development by the ICC in bringing in some positive changes in the current applicable UCP. Finally, 

the dissertation, looking at the age of the current UCP 600 (Fifteen years in operation) and the 

technological advancements being witnessed around the world, recommends that it would not 

be inappropriate if the current UCP 600 will undergo some amendments. This is especially 

important so that the UCP 600  would conform to the ever-changing  nature of cross-border trade 

around the globe in continuing to play its all-important role of facilitating the financing of 

international commercial contracts. 
 
Keywords: ICC, Documentary Credits, UCP, 500, 600 
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Applying the rule to the case, the House of Lords held that7 the buyers were not supposed to 
reimburse the complainant bank. Their stance is for the fact that the bank acted outside the scope 
of the instructions given to it by paying on the reliance of a single expert certification, not two 
(experts) as required.8 Viscount Sumner, speaking on behalf of the House of Lords stated:  

In compliance, a document that is “almost the same” and the one  that will do 
“just as well” would not do, hence the compliance must be strict. Businesses can 
not go on safely on any other lines. The foreign division of the bank that has no 
official knowledge of all the information of the agreement so financed cannot 
decide on what is and what is not good. It is safe if it acts upon what it is told in 
the credit. It is also safe if it refuses to act, but acting contrary to what is contained 
in the credits is a clear departure from the terms and conditions laid down therein, 
and it must be held liable for non-compliance.9 

 
In this paper’s view, Viscount Sumner’s far-reaching statement shows clearly what has always been 
the position of the English common law when it comes to the strict requirement of compliance 
under documentary credits law. And the position is that the documents must be as the ones 
instructed in the credit. English common law position is the same as what obtains in other 
jurisdictions like the USA; where it was held that in documentary credits, ‘strict compliance’ is not 
‘like horseshoes’, therefore, no award shall be given ‘for being close’.10 
The case of Mago International LLC v. LHB AG11 is another good illustration of the courts’ stiff 
position on the principle of strict compliance under documentary credits law. In the instant case,  
a documentary credit in favour of the appellant was made which was to expire on October 8th, 
2012. The credit was to the effect that the appellant was to present to the bank (the respondent) 
copies of the documents as instructed in the “UCP 600 provisions”. To the UCP 600, only signed 
original copies of documents are considered valid. The unsigned duplicates of the bill of lading 
presented by the appellant were rejected for non-compliance with the credit in question. Another 
set of documents accompanied with a telex from the company (the buyer) asking the bank to pay 
the appellant was also rejected for non-compliance with the credit under consideration. At last, 
the appellant secured and presented the original signed copies on the 11th of October. The same 
was rejected by the respondent for a late submission. Uncomfortable with the respondent’s 
action, the appellant headed to the District Court which entered judgement for the respondent. 
Unsatisfied, Mago appealed to the appellate court asking the appellate court to set the decision of 
the lower court aside. The appeal was, nonetheless, dismissed. Mago’s failure to strictly present 
the documents as stipulated by the credit was inimical to its case.  
It is this paper’s view that the decision in Mago International LLC v. LHB12 as just as it may sound, it 
is however, in-equitable. The strict compliance principle ought to have been modified to 
accommodate the circumstance surrounding the appellant’s failure to comply with the 
requirements of the credit under consideration. Equity, after all, considers, as done, that which 
ought to be done. Although in the court’s decision, justice could be seen to have been served, this 
dissertation, however, argues that justice is more than one-way traffic. A stern decision like the 
one in Mago, this dissertation argues, protects only the banks, not the sellers that the documentary 
credits are meant to protect. 

 
7 Stephen Leacock  Fraud in the International Transaction: Enjoining Payment of Letters of Credit in International Transactions 

(1984) 17 Vanderbilt Journal of Transnational Law 88 
8 Equitable Trust Company of New York v. Dawson Partners [1927] 27 Lloyd’s Rep. 52. 
9 Soproma S A v Marine & Animal By-products Corp. [1966]1 Lloyd’s Rep. 367 
10  James F. Dolan Letters of Credit: A Comparison of UCP500 and the New U.S. Article 5  (521 JBL 1999) 523-525 
11 LLC v. LHB AG (2016) F3d 833 270  
12 ibid 



 

TIMBOU-AFRICA ACADEMIC PUBLICATIONS 
AUGUST, 2022 EDITIONS, INTERNATIONAL JOURNAL OF: 

 

TIJSSRA 
230 

SOCIAL SCIENCE RES. & ANTHROPOLOGY VOL.  10 

ISSN: 2977-5745 

Due to the various judicial pronouncements mentioned, it suffices to say here that, in both the UK, 
the USA, and the common law jurisdictions, the doctrine of strict compliance requirement has been 
greatly and strongly favoured. However, adherence to the strict compliance requirement came 
with some obstacles and unnecessary delays in securing payments under documentary credits. 
Some scholars have, therefore, relentlessly criticised Art. 13(a) of the UCP 500 for bringing 
uncertainty in the documents’ examination process which frustrates a reasonable expectation of 
the parties to the international commercial trade.13 
The UCP 600 in Article 14(d) seems to follow Article 13 of the UCP 500 and the traditional English 

law stand on strict compliance requirement. However, due to the increasing number of documents 

rejected by the banks for non-compliance, the ICC Banking Commission Task-force introduced the 

standard for banking practice on documentary credits which was absolved by the UCP 600 in 

October 2002. This is called the International Standard Banking Practice for the Examinations of 

Documents under Documentary Credits (ISBP). The ISBP stipulated that it suffices if documents 

are consistent not necessarily identical, and it also introduced a special procedure to guide the 

examination of signatures. The UCP 2006, eUCP (which we will discuss and analyse later), and the 

ISBP brought remarkable changes in comparison to what was on the ground before.14 

It is pertinent to mention here that the ISBP just like the e-UCP was not absolved by the UCP 600 

in its entirety, only some portion was absorbed. So also component demands documents to just 

be consistent even if they are not necessarily identical.15 Although the ISBP and the e-UCP had 

somehow contributed positively to making the UCP 600 more realistic in documentary credits 

practice, however, this dissertation argues that they have also created multiplicity, especially when 

offering legal advice, since both the ISBP and the eUCP shall be carried along together with the 

UCP 600.16 This is so even though the ISBP intends to only “serve as a guide”.17 Thus, it is at the 

courts’ discretion to ascertain either to employ or disregard a section in the ISBP.18 The decision to 

opt for simpler guiding principles, in this dissertation view, is a welcome one. Simpler and clearer 

UCP 600 makes the aims and objectives of documentary credits easily attainable.19 

 

Conclusion 

This paper analysed documentary credits and the strict compliance requirement under the two 

different regimes, i.e from the UCP 500 and the UCP 600 perspectives. Their structure, definitions 

of terms and interpretations were also analysed. The revocable and irrevocable types of 

documentary credit were equally examined together with their differences. The autonomy and 

(most importantly) the strict compliance principles as related to the documentary credits were 

evaluated and the exceptions and modifications thereof were analysed, as well. 

  

 
13 Peter Taneja A Document Restoring the Credibility of Letters of Credits (2006) 12(4) DC Insight 3 
14 Christopher Debattista Legislative Techniques in International Trade: Madness or Method  (JBL 2004) 626 
15 Article 14 (d) Uniform Customs and Practices for Documentary Credits (International Chamber of Commerce Publishing Inc., 
Publication 600) (2007 
16 This sentiment is also shared by Ellinger Peter Ellinger Use of Some ICC Guidelines (704 JBL 2004) 708-709 
17 Soproma S A v Marine & Animal By-products Corp. [1966]1 Lloyd’s Rep. 369 
18 Montrod Ltd.v Grundkotter Fleischvertriebs GmbH [2002]1 W.L.R. 1975 
19 Ganotaki A, Documentary Credits: Another Original Story [2003] LMCLQ. 151 


