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Abstract: Finding financing in any economic state can be challenging, whether you're looking
for capital to expand or money to hold on through the tough times. On the other hand, securing such
funds is as tough as ever. Due to that, today’s economic climate offers different financing methods
for the consumer to cover their expenses.

According to banks’ daily transactions, the famous ones for customers are credit cards, credit
line agreements, and consumer credits\loans. For some authors, the latter one includes both credit
cards and credit line agreements. However, all of them have different definitions and requirements
for customers.

To differentiate these financing terms helps to certain requirements for each of them and
choose the appropriate one for consuming. In this research we will try to find the legal definition of
credit line agreements and show their importance in our society.
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Debts have always existed in human societies. The importance of money as debt has played a
dominant part in the emergence of the modern money system and always was a major source of so-
cial and personal problems too [6, p. 59]. As a legal category, the essence of credit is always a mat-
ter of debate. In modern times, many terms are covered by credit terms. Some academics believe
that the loan should be understood in terms of obligations related to the delivery of funds. In the le-
gal literature, credit is accepted as a form of a monetary obligation for the collection and placement
of temporarily free funds. A group of researchers believes that credit agreement is a relationship
which covers relationships between the amount of cash or certain items that the other party has to
lend and the terms set out in the contract. However, in this case, the difference between credit and
debt will disappear [5, p. 80].

One of the most common types of lending money in many countries is the credit line. Such
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agreements are known as “the main loan agreement”, “the credit line agreement”, “the framework
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agreement”,
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the agreement with general terms”, “the agreement on open terms” and etc. In Russian
civil law, such agreements are referred to as “the framework agreement”, “the main agreement”,
“agreement with open conditions”. In German civil law, contracts which are concluded in accor-
dance with the framework agreement must comply with the terms of the main credit line agreement
(framework agreement) [1].

The decree of the President of the Republic of Azerbaijan “On ensuring the activity of the

Mortgage and Credit Guarantee Fund of the Republic of Azerbaijan” stipulates rules on “Guaran-
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teeing the loans which are taken by entrepreneurs in manat”. In these rules, we can differentiate the
legal meaning of credit, credit line, and framework agreements. According to the article 2.1.1 of
these rules, the framework agreement is a legal document that regulates the interaction of the autho-
rized bank and the Fund in connection with the issuance of a guarantee and (or) interest subsidy. In
article 2.1.7 credit is stipulated as the money lent by the authorized bank on the condition of repay-
ment in accordance with the concluded agreement, for a certain period (with the right of extension)
and payment of interest (commission). In contrast, credit line agreement is a bank loan that can be
used in full or in part in accordance with the loan agreement, of which interest rate is calculated
only on the used part of the credit line, and also agreement of which upper limit is set. [2] Another
definition for credit line agreement is found on “Rules on the centralized credit register” put into
force by The Central Bank of Azerbaijan Republic. In this regulation credit line, agreements are in-
cluded in credit’s itself and do not make a comparison between these provisions [3]. In article 3.1.4
(r) of the same regulation credit also includes loans, credit lines, and credit cards.

However, there was another issue about credit line agreements which solved via interpretation
of The Constitutional Court of the Republic of Azerbaijan. There was a tendency among The Su-
preme Court of the Republic of Azerbaijan and appeal courts about consider credit line agreements
as a contract or legal intent of parties. Consequently, the Constitutional Court of the Republic of
Azerbaijan decided that a credit line agreement that reflects the parties’ will and their mutual rights
and obligations should be treated as a contract rather than an agreement of intent [1].

Credit line agreements aim to simplify the convenience of customers and access to financial
services. According to such contracts, the bank undertakes to take measures on a credit application
in the manner determined by the mutual agreement of the parties at the customer's request. The pur-
pose of the credit line agreement is to organize future civil (economic) relations between the parties.
In the line of credit agreement, the parties must clearly define the basic terms and conditions of fu-
ture contracts. In practice, such terms are defined in a credit line agreement, a credit agreement that
is an integral part of it, and a repayment plan. The implementation of credit line agreements is based
on international experience and aims to create effective access to financial resources for the banking
sector. As a result of opening a credit line, the client will be able to get a loan from the bank as soon
as possible, as well as the interest rate arising from the contract will arise after the borrower rece-
ives the loan and the amount used.

Positive sides of credit line agreements are stipulated in Turkish legal literature. Credit line
agreements are known as “general loan agreements” there and according to different authors, like
other contracts, general loan agreements are established with mutual and appropriate declarations
of the parties. As one of the most important assignments, it is the method encountered in the appli-
cation of the banks, which frequently use such loans, prepare general terms of such agreements in
advance, unilaterally and independently and do not include credit client's will on the contract. The
client has the freedom to always choose another bank or not to use this loan. In this case, it would
not be correct to be considered such contracts as which depends on the will of the client [4]. The
parties can freely determine the content of the contract they make while making a contract. This is
a result of the principle of freedom of contracts. However, this freedom is not unlimited. These
agreements cannot be contrary to the mandatory provisions in the law, morality, public order, per-
sonal rights, otherwise, they will be considered invalid.

On the other hand, the main element for credit line agreements is their subject matter. If par-
ties agree about the nature of future agreements and main terms of these agreements, then such
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types of agreements are deemed as concluded. According to practice, the main terms of credit line
agreements are total loan amount, interest rate, the time limit for pay-back and etc. If parties are
agreed in these terms and include it in the agreement, then a credit line agreement will be con-
cluded. Other related agreements only will be part of this agreement and any additions and
changes will be forced after making amendments to the main agreement. Mainly, in other contract
parties only stipulate money tranches and their repayment time.

Consequently, this research has tried to answer the question of why financing methods are
important in our society, what is the main differences among such agreements, and finally, legal
meaning and importance of credit line agreements. According to practice no matter to take credit
line includes more requirements for consumers, it helps people to get a high amount of loans with-
out waiting and pay the interest rate for the only used amount. Therefore, it is useful to consider the
advantages of credit line agreements in comparison with other financing methods. Such agreements
need more provisions in legislation to cover all terms and take into account both parties’ benefits.
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IIpaBoBoe onpeaesieHne J0roBoOpPa KpPeAUTHON JUHUMN U
ero nNpeuMyIiecTBa Kak cnocoda ppuHaHCUpPOBaHUS

Annoramusi: [Touck puHaHCUpOBaHMS B JTFOOOM SKOHOMHUYECKOM T'OCYAapCTBE MOXET OBIThH
HETMPOCTO, HE3aBHCHUMO OT TOTO, MINETe JIM Bbl KalmuTal JUIsl PACIIMPCHHs] WU JICHBIH, YTOOBI
MpoJepKaThCs B TpyaHbie BpemeHa. C Apyroil CTOpoHBI, 0OECHEUNUTh TaKWE CPEACTBA TaK Ke
CIOKHO, KaK M paHblle. B CBA3M C 3TUM COBPEMEHHBIM 3KOHOMHYECKUW KIMMAT NpPEHIaraet
MOTPEOUTEITIO Pa3IMYHbIC CIIOCOOB! (PMHAHCUPOBAHUS JIJISI TOKPBITHS CBOUX PACXOIOB.

CornacHo eKeTHEBHBIM OIepanusM 0aHKOB, HAN0O0JIee H3BECTHBIMU TSI KIIUCHTOB SIBJISTFOTCS
KPEAUTHBIE KApThl, COIJIAIICHUS O KPEAUTHBIX JMHUAX U IOTPEOMTENbCKHE KPeauThi/3aiiMbl. I1o
MHEHHIO HEKOTOPBIX aBTOPOB, MOCIICITHEE BKIIFOYACT B CEOs1 KaK KPEAUTHBIC KapThl, TAK U JJOTOBOPBI
0 KpeIUTHBIX JIMHUAX. OHAKO BCE OHM UMEIOT Pa3HbIE ONPECIICHHUS U TPEOOBAHUS K KIMCHTaM.

JuddepenuupoBarb 3TH yciaoBHs (UHAHCHPOBAHUS TOMOTAaeT HAaJUYHe OIpeleIeHHbBIX
TpeOOBaHUN K KaXJIOMy W3 HHUX U BBIOpaTh MOAXONAMIETO JUIA MOTpeOneHus. B aTux
HCCJICIOBAHUSAX Mbl MOMNBITAEMCA HAWTHU IOPUIAYECKOE ONpPEAEICHUE COTJIAICHHN O KPEIUTHBIX
JIMHUSIX M II0KAa3aTh UX BAXKHOCTH B HAIllEeM OOIIECTBE.

KuaroueBsble cjioBa: KpeauT; JOTOBOP KPEAUTHOM JMHHH; PAMOYHOE COTJIAIIEHHUE; METOJIbI
(UHAHCUPOBAHUS; KPEIAUTHI.
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