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Abstract

This research analyzes the legal basis of the novation effect in current account by
comparing the traditional and modern approaches. The traditional approach assumes
that entering debts into the account extinguishes the original obligations and creates a
new one at closure, which results in the loss of securities attached to the initial debts.
The modern approach rejects implied novation and affirms that debts included in the
account retain their legal nature and their securities throughout the operation of the
account. No change occurs to the original obligations unless there is an explicit
agreement between the parties. producing a final balance without affecting the
underlying obligations or their securities. The study concludes that the modern
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approach aligns more closely with Iraqi legal principles, which require explicit intent
for novation, and better reflects banking practices that depend on maintaining securities
to ensure credit stability. It recommends adopting a clear judicial and legislative stance
affirming that novation cannot be presumed.
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