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Abstract

This study analyzes the impact of arbitration clauses on letters of guarantee in FIDIC
contracts, with a focus on Palestinian legislation and comparative legal experiences. A letter of
guarantee is an effective legal and banking instrument used to secure the performance of
contractual obligations. It is characterized by its independence from the underlying contract,
making the bank’s obligations toward the beneficiary direct and unconditional, regardless of
any disputes between the ordering client and the beneficiary.

The research focused on examining the relationship between the arbitration clause and the
letter of guarantee, noting that an arbitration clause included in the underlying contract does not
automatically extend to the letter of guarantee unless explicitly agreed upon by the parties. It
also highlighted the importance of expedited judicial procedures to protect provisional rights in
cases of fraud or abuse by the beneficiary. The study reviewed legal issues that may arise from
conflicting decisions between courts and arbitration panels, emphasizing the need to unify the
adjudicating authority to avoid conflicts and ensure justice.

The research concluded that letters of guarantee enhance the stability of commercial
transactions by providing independent and prompt financial protection to the beneficiary.
However, they may face practical and legal challenges when arbitration clauses are included in
contracts. Accordingly, the study recommends developing Palestinian legislation, improving
contract drafting to clarify the parties’ obligations, and strengthening the role of expedited
judicial procedures in resolving urgent disputes related to letters of guarantee.

Keywords: Letter of Guarantee, Arbitration Clause, Autonomy of the Letter of Guarantee,
Banking Disputes, Summary/Expedited Judicial Proceedings, Palestinian Legislation, Egyptian
Legislation.
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