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Abstract

As the most commonly used settlement method in international trade, letters of credit play an
important role in ensuring the safety and efficiency of transactions through their principle of inde-
pendence. However, in practice, situations may arise where the beneficiary takes advantage of the
independence of the letter of credit to submit false or fraudulent documents, and strictly adhering
to the principle ofindependence may lead to obvious unfairness. To address this issue, judicial prac-
tices in various countries have gradually established the principle of the exception for letter of
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credit fraud, allowing the limitation or exclusion of payment obligations under a letter of credit in
cases of substantial fraud. This article analyzes the judicial application of the fraud exception prin-
ciple in letters of credit payment. Based on a review of the system of this principle, it will focus on
key issues such as the standards for determining fraud, the conditions for its application, the bur-
den of proof, and injunctive remedies. Combine this with typical cases in China’s judicial practice to
analyze the current judicial approach and its shortcomings. Finally, further suggestions are pro-
posed for improving the application of the exception to fraud in letters of credit in judicial practice,
with the aim of more effectively preventing and punishing fraud while maintaining the stability of
the letter of credit system.
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