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Abstract

Letter of credit is utilized as payment method for international trade
which a bank hold itself to pay against documents, tendered by the seller, that
comply to terms and conditions required by the letter of credit. The
mechanism of letter of credit is a guarantee to the seller that, if he tenders
complying documents to the bank, the bank must pay. However, letter of
credit may be used for the purpose of financial crime through the conspiracy
between the seller and the buyer, which causing damages to both private and
public interests. Customer Due Diligence practice under Anti Money Laundering
Act B.E. 2542 is inadequate for the detection and prevention of financial crime
in letter of credit transaction.
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2 The Wolfsberg group, ICC and BAFT, “Trade Financial Principle : 2019 amendment,” 2019,
https://www.wolfsberg-principles.com/sites/default/files/wb/Trade%20Finance%20Principles%2
02019.pdf, accessed July 23, 2020.
®> The Uniform of Customs and Practice for Documentary Credits aﬁuﬁﬁz‘jﬂﬁﬂﬂ’h UCP600 tasuns
wewnslud a.a. 2007
4 Jack Raymond, Jack: Documentary Credit, 4t ed (West Sussex: Tottel, 2009), 5.
> UCP600 Article 14

“a. A nominated bank acting on its nomination, a confirming bank, if any, and the issuing
bank must examine a presentation to determine, on the basis of the documents alone, whether or
not the documents appear on their face to constitute a complying presentation...”
¢ UCP600 Article 15

“a. When an issuing bank determines that a presentation is complying, it must honour.

b. When a confirming bank determines that a presentation is complying, it must honour

or negotiate and forward the documents to the issuing bank.


https://www.wolfsberg-principles.com/sites/default/files/wb/Trade%20Finance%20Principles%252%2002019.pdf
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c. When a nominated bank determines that a presentation is complying and honours or
negotiates, it must forward the documents to the confirming bank or issuing bank.”
" UCP600 Article 4
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“A credit by its nature is separate transaction from the sale or other contract on which it
may be based. Banks are in no way concern with our bound by such contract, even if any reference
whatsoever to it is included in the credit. Consequently, the undertaking of a bank to honour, to
negotiate or to fulfil any other obligation under the credit is not subject to claims or defences by
the applicant resulting from its relationships with the issuing bank or the beneficiary.

A beneficiary can in no case avail itself of the contractual relationships existing between
banks or between the applicant and the issuing bank.”

8 Tareq Al-Tawil, “Letter of Credit and Contract of Sale: Autonomy and Fraud,” International Trade
& Business Law Review 16 (2013): 171.
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Heart, 2010), 84.
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“Banks deal with documents and not with goods, services or performance to which the
documents may relate.”
" UCP 600 Article 14
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technical terms and may transmit credit terms without translating them.”
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consignee or the insurer of the goods or any other person.”
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