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Abstract

An effective method of trade financing is the assignment of
proceeds under a letter of credit, as provided for in Article 39 of
the Uniform Customs and Practice for Documentary Credits
(UCP 600). Although this article recognizes such a mechanism,
it makes its application subject to the governing law of the
credit. Where the credit is governed by Iranian law, several
questions arise: Is the assignment of proceeds permitted under
the Iranian legal system? What is the legal nature of this
mechanism? s the consent of the issuing bank a condition for
its validity? According to the findings of this research, the
assignment of proceeds can be characterized as a debt purchase
agreement (contract of assignment of debt), in which the consent
of the issuing bank is not a prerequisite for its validity.
Furthermore, the prohibition on the discounting of foreign
currency documentary credits contained in the first section of
Iran's foreign exchange regulations lacks legal validity, as the
Central Bank has acted beyond its statutory authority. This
prohibition is also inconsistent with the rules that create rights,
the revocation of which requires the approval of the legislature.
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