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Abstract: Letter of comfort, as a new form of security tool developed in commercial practice, has
unique value in promoting financing, facilitating contracts, and enhancing credit. In China, the
current legislation is inadequate and coupled with the “ambiguity” of the letter of comfort itself,
it has caused many difficulties of interpretation in practice. The nature and effect of comfort let-
ters in China’s judicial practice is usually highly dependent on the guarantee contract, with wheth-
er it constitutes a guarantee as the basic yardstick for judgment. In fact, letters of comfort are
different from traditional subordinate guarantee and have independent transaction needs and legal
logics. The logic based on the guarantee contract is a misinterpretation of the letters of comfort
system, which is contrary to the principle of commercial autonomy and deviates from the needs of
commercial transactions. The letter of comfort should be incorporated into the personal guarantee
system as a form of security different from the guarantee contract, and the effectiveness of the
guarantee of a qualified comfort letter should be recognized. This should be typified in future
commercial legislation such as the Commercial Code or the General Rules of Commercial Law.

Key Words: letter of comfort, guarantee contract, personal security, the legal structure
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