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ABSTRACT

A Study on the Legal Issues on Chinese Security Law

Soo—-Ryun SONG

Independent guarantee is new financial product developed in international
commercial transaction. The nature of independent guarantee is an
independent undertaking, which takes the form of documentary transaction.
As long as the documents presented by the beneficiary are on their face
complying with the terms and conditions of the guarantee, the guarantor is
obliged to pay upon the complying presentation.

Where parties choose to apply for issue of independent guarantee in
international commercial transactions in China, Chinese court shall respect the
autonomy of parties. If either the guarantor or the beneficiary is located outside
of China, or the facts which cause the establishment, change or cancellation
of independent guarantee relationship occurred outside of China, it shall be
deemed as foreign related independent guarantee. If the interested parties
requests for confirmation of the independence of foreign related independent
guarantee, it shall be supported by Chinese court.

However, parties dealing with Chinese domestic commercial transaction
have not fully realized the severity of independent guarantee liability. The
market credit is being cultivated and the financial innovation is being explored
at present in China. In order to guard against the systematic and the regional
financial risk, before relevant rules are promulgated, Chinese court shall not
recognize the independence guarantees issued for the domestic commercial
transaction, but treat it as joint liability surety.

Keywords : Security Law of the People's Republic of China, Domestic Independent
Guarantee, Foreign Related Independent Guarantee



