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Initiated by a request from the Myanmar Banking Association (MBA) addressed to
Deutsche Gesellschaft fiir Internationale Zusammenarbeit (GIZ), the following Handbook
about trade finance has been edited according to the specific need of the Myanmar
financial sector.

1. Introduction

The aim of this Handbook is to assist local Myanmar banks in the current situation to
support the increasing demand for trade finance so that bank staff can refer to this
and hence creating more business by better supporting their clients in explaining the
various options in the international trading business.

This document should give bank staff the opportunity to explain their clients the
various available instruments to facilitate import and export activities and provide an
increased demand of working capital by applying more security and easier financing
of the same.

While supposed to serve as a paper of guidance, this Handbook has no aim to be a
professional, official book for international trading which is certainly available on the
markets. It should rather reflect on the specific needs in the fast growing international
trade business of Myanmar based on the input we have collected in various workshops
and meetings with local banks and related organizations.

While it is understood, that not all products mentioned in this document are currently
in use or even allowed, this document should also show trade finance related products
that might get relevant and important for the Myanmar market in the near future as
changes in the local market and further lifting of regulations are to be expected.
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General Topics n

2. General Topics

In the following chapter the reader will find general information important to understand
the environment of trade finance and how banks operate in it.

It includes an introduction to risks that banks face when dealing with trade finance
activities as well as what kind of checks and balances banks should have in place
to detect and avoid such risks. The chapter also provides an overview of commonly
used documentation in trade activities as well as background information on international
agreements.




2.1. Principles of Know your Customer and Anti-Money-Laundry

Typical Know Your Customer (KYC) procedures:

Know your customer procedures are very important to prevent financial fraud, money
laundering and terrorist financing. They prevent banks from being used, intentionally
or unintentionally, by criminal elements for their activities. Without such a governance
in place, banks may face significant risks such as reputational, operational, and legal
risks, which subsequently can result in significant financial losses.

Applying KYC procedures for new and existing customers (and persons or entities
connected to them) also allows banks to better understand their customers and their
expected transactional behavior.

KYC procedures should include the following controls:
m Verification and validation of customer’s identity (such a passport copies)

m Initial and regular name matching against lists of known parties (such as embargo
lists, list of politically exposed person, etc.)

m Source of money/wealth (e.g. certificate of registration)
m Expected transactional behavior

m Regular monitoring of transactions incl. Anti-Money Laundry controls (see dedicated
section below)

Typical Anti-Money-Laundry controls:

Bank employees are instructed to report activities that they deem suspicious (anomalies
like any sudden and substantial increase in funds, a large withdrawal, or moving
money to a bank secrecy jurisdiction). Transactions with blacklisted countries, governments
or organization but even smaller transactions (structuring) that meet certain criteria
may also be deemed suspicious and must reported to the bank management or
Compliance Department, who must then determine whether to file a report with the
government and/or Central Bank, obeying the respective regulation.

Note : Both, KYC procedures and Anti-Money-Laundry controls, should be in line with
domestic rules and guidelines applicable in Myanmar but also comply with international
standards.
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Excursus: Definition of the Terms of Money Laundering and Terrorism Financing

Money Laundering is the intentional movement of cash and / or assets derived from illegal
and criminal activities (predicate offences) into the legal financial cycle. The attempt to
disguise the true source or ownership of the funds, to disguise the ultimate disposition of
the funds and to eliminate audit trails are part of the laundering process. Predicate offences
are defined by local law and could comprise for example forgery of money, extortionate
robbery, drug crime as well as fraud, corruption, organized crime and terrorism etc.

Although money laundering is a diverse and often complex process, it is described to take
place in the following three “stages”:

. | The introduction of illegally obtained money or other valuables into
Placement: . . ) ST
financial or non-financial institutions

Separating the proceeds of criminal activity from their source through
the use of layers of complex financial transactions, such as money orders,

Layering: letter of credit, stocks / bonds or purchasing valuable assets. These
layers are designed to hamper the audit trail, disguise the origin of funds
and provide anonymity

. | Placing the laundered proceeds back into the economy in such a way that
Integration: ) : e
they re-enter the financial system as apparently legitimate funds.

These “stages” are not static and overlap broadly. Financial institutions may be misused at
any point in the money laundering process. Penalty is independent to the point in time (or
“stage”) in which a financial institutions gets involved in the laundering process.

Terrorism financing is defined as the providing, depositing, distribution or collecting of
funds, by any means, intended to be used, or knowing that they are to be wholly or partially
used, for committing terrorist acts. It is not relevant whether such funds are of legal or
illegal origin.

2.2. Risks in International Business

Any business entity, including banks, involved in international transactions may be
subject to specific risks, including the following.

Economic Risks:

m Risk of Manufacture: Completion or delivery of produced goods is unreasonable
or impossible due to changed circumstances at the importer or in his country

m Transport Risks: Loss of or damage to the product on the transport route, delay
or dispatch fault

m Risks of Non-acceptance of Goods: Delivered goods are not removed by the
importer or not in time. Quality or customer’s complaints also belong to the acceptance

risks

m Credit Risks: Insolvency, unwillingness or delay in payment of the importer




m Risks of Non-Delivery/Quality: Delivery period, goods quality/quantity not complied
by the exporter

m Foreign Exchange Risks: FX Risks have a particular importance in international
trading. When companies conduct business across borders, they usually must exchange
foreign currencies for home currencies when dealing with receivables, and vice versa
for payables. This is done at the current exchange rate between the two countries.
Foreign exchange risk results from the fact that the exchange rate might change
unfavorably for the companies before the payment is made or received in the foreign
currency.

Excursus: Foreign Exchange Hedging

To eliminate or mitigate such FX risks, FX Hedging is a common method used by companies.

A foreign exchange hedge moves the foreign exchange risk from the trading or investing
company to a third party that carries the risk, such as banks. When setting up an FX hedge
the third party will charge costs to the requesting company for taking over the risk.

While there is many different currency hedging methods ranging from basic to extremely
complicated, the most popular method of currency hedging is a Foreign Currency Option
which gives the purchaser the right, but not the obligation, to buy or sell the currency pair
at an explicitly defined exchange rate at specific date in the future. That means that, if the
current exchange rate is more favorable, then the purchaser will not exercise this option.

Note: Since FX hedging is not only a complicated but also a rather risky enterprise, it is
key that importers and exporters that want to hedge their FX risk have a proper hedging
strategy in place. Such a hedging strategy should be based on a thorough analysis of their
current and anticipated future currency exposure in combination with their risk appetite.

Political Risks:
Political risks in the narrower meaning: e.g.
m International hostilities (war, boycott).

m Domestic problems in the country of the importer (strike, disturbances, civil war),
payment bans or moratoria, etc...

m Conversion risks: The exchange of home currency in the invoiced currency is delayed
or is impossible, foreign exchange control or missing foreign currency in the import
country.

m Transfer risk: The export of domestic currency is limited or forbidden by the import
country for political reasons.
Other Risks:

m Communication Problems: Different language of the business partners leading to
misunderstandings.
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m Different Rights and Trade Usances: different opinions and regulations about
rights and duties of the persons involved.

2.3. Payment Terms
Depending on whether bank’s customer is Importer or Exporter the different payment
terms are more or less favourable for him. The subsequent overview shows the different

views:

Payment terms — conflicting interest

Favourable
Payment terms I Payment in advance 7 A
kAl | ctter of Credit payable at sight 6
I kI Letter of Credit with deferred payment 5
iis ' ::": - “ﬂm
o S ;;’E‘- LI Documentary Collection (against Payment) 4 T
S Pl Documentary Collection (against acceptance) 3 RIIREE T
Al Payment on Receipt of Goods/Invoice 2
Unfavourable
L AN COpen account 1 Payment terms

m Payment in advance: Importer has to pay the invoice upfront, before the goods are
even shipped. This payment term is beneficial if bank’s customer is Exporter since he
might use the advance payment to fund the goods he want to sell. For the Importer
this payment term is the worst one.

m Payment on Receipt of goods (against invoice): The Importer has to pay the invoice
only after having received the goods. This payment term gives Importer the security
that the goods are already in his possession before payment. For the Exporter this
payment term means that he receives funds only after arrival of the goods at the
Importer.

m Open Account: The Importer can pay the invoice at a later point of time after having
received the goods. This payment term is the most beneficial one if bank’s customer
is Importer since no specific due date is fixed for the payment and he has the possibility
to check the quality of the received goods and deal with them before paying the invoice
to the Exporter.

Note : For detailed explanation of Letter of Credit and Collection please refer to the
respective product chapters.




24. Common Documents in International Trading

Common Description: All papers, which are used in the national, but primarily in the
international goods traffic as documents or proof papers evidencing the transportation
or the storage of a product, its insurance, assessment, composition or condition and/
or rendering a service.

2.4.1. Invoice

The invoice is the basis document for all other documents and usually contains the
following details:

m Name and address of buyer and seller

m Exact and details description of goods / service with details to quantity respective
weight and quality

m Unit price and total price of goods / services
m Kind of packing, quantity of packages and labels
m Terms of delivery and payment

m Stamp and signature of seller

2.4.2. Transport Documents
m Bill of Lading - issued in several originals. If one is submitted the others become invalid
m Air Waybill — Acknowledgement of receipt of the airfreight company, having received
the goods for transportation. Issued in 3 copies

1. Air Carrier

2. Recipient of the goods (Buyer)

3. Sender (Seller)
m FCR (Forwarding Agent’s Certificate of Receipt) — with this certificate the Forwarding

Agent confirms having received the specified goods with the irrevocable instructions
for transport to the stipulated recipient.

m Truck Receipt (=Truck Waybill ,,CMR”) - itis used for international cross border
truck transport. It is issued in three originals: pink colored copy for the sender, blue
colored copy for the recipient and green colored copy for the carrier. Under the Letter
of Credit the pink colored copy will be presented.

2.4.3. Insurance Documents
m Insurance policy

m Insurance certificate (under a global policy)



Note : In some countries an insurance policy is assessed higher compared to an insurance
certificate. To avoid any problems it is recommended that the letter of credit shows
“Insurance Policy or — Certificate”

2.4.4. Other Documents

m Certificate of origin: Attests where the product was harvested, mined, gathered or
produced. Normally the certificate of origin is issued by the custom office.

m Packing list / Weight List (Weight Note): contains a detailed itemization of all
packages with an indication of labelling, lot size, type of packaging, content, weight
and other specifications (such as name and address of buyer and seller, place of
unloading/address for dispatch).

m Inspection certificate: document issued by the producer, vendor or a neutral
inspector to confirm the contractually determined characteristics of the goods.

m Quality certificate: document issued by the producer or vendor to confirm the
utilization of sound and quality material for the production of the goods.

m Fumigation certificate: also referred to as a ‘pest control certificate’. It is the
proof that wooden packing materials used in international sea freight shipping e.g.
wooden pallets and crates have been fumigated or sterilized prior the international
shipment. It usually contains details such as purpose of treatment, the articles in
question, temperature range used, chemicals and concentration used, etc.

m Certificate of Analysis: certifies the quality and purity of pharmaceuticals as well
as of animal and plant products.




2.5. Document Checks

The subsequent chapter gives an overview about what should be considered while
checking the different documents.

2.5.1. Document Checklist for Letter of Credit
Principles of checks & verification
m Conditions of the Letter of credit

m “Uniform Customs and Practice for Documentary Credits” (UCP), publication
no. 600 of the International Chamber of Commerce, Paris.

m International Standard Banking Practice for the Examination of Documents under
Documentary Credits (ICC Publication No. 681E).

m Relevant legislation, custom and usage such as signature of original bill of lading,
Incoterms and embargoes

General verification

m Are the documents within the validity of the letter of credit and within the deadline
after loading specified in the letter of credit (if not specified, a period of 21 days applies
— see Art. 14c of UCP 600)?

m Have all applicable changes been considered?

m Are all documents available that are specified in the L/C - also in the specified
quantity?
m Have provisions for partial shipment been respected?

m Is it allowed that the used credit amount for full delivery is below the total amount of
letter of credit (see also 3.1 Commercial Invoice)?

m Are the relevant documents not contradicting each other and also not containing
conflicting statements?

m Do the relevant documents contain the specified information such as Import License
number and Letter of Credit number?

m Have any corrections or adjustments been highlighted by the issuer of the corresponding
document?

m Corrections/adjustments in third party documents must be countersigned by the
issuer or his authorized agent.

m Corrections/adjustments in certified or notarized documents must be countersigned
by the same parties that performed the certification or notarization.

m Corrections/adjustments in documents issued by the beneficiary do not require a
certification (with the exception of drafts), provided they were not certified or notarized
and there is no contrary specification in the letter of credit.



m Different fonts or handwritten notes in a document are not considered corrections
or adjustments.

m In case of several corrections/adjustments within the same document, those must
all be covered with the same certificate.

m Documents that are not explicitly required in the Letter of Credit are not be verified
and are to be returned to the presenting party.

m Any conditions of the letter of credit for which no compulsory documentation is required,
will be disregarded.

2.5.2. Individual Checks of selected Documents

2.5.2.1. Commercial invoice
(see also art. 18 UCP600, ISBP point 57 to 67)

m Has the invoice been issued by the beneficiary? and Is it issued on behalf of the
principal? or Does the letter of credit contain different instructions?

m Does the description of the goods match the description in the letter of credit (literally
and in language) including specifications of price, weight, quantity and dimensions as
well as quality designations?

m Is the invoice solely covering the goods specified in the letter of credit?

m Does the invoice contain the required references as per the letter of credit, such as
“according to pro-forma invoice from ...” or “according to the order from...”?

m Are the labels matching the instructions as per the letter of credit?
» Additional information on the labels is acceptable. It is not conflicting if
other documents do not include this additional information.

m Unless a deviation of quantity is strictly prohibited, is the delivered quantity of goods
in a range of +/- 5% of the quantity indicated in the letter of credit?
» Deviations in quantity are generally not allowed for quantities specified in
packaging units or pieces.

m Is the currency of the invoice matching the currency indicated in the letter of credit?

m |s the total amount of the invoice matching the amount specified in the letter of credit
(unless the letter of credit does not prohibit a deviation in amount)?
» An under-usage of 5% of the amount specified in the letter of credit is permitted
for Letter of Credit that do not allow partial shipments, if the total quality of
shipment matches the total quality mentioned in the Letter of Credit and if the
specified price per unit is not lower than the price defined in Letter of Credit
(see: Art. 30 c UCP600).

This article in the UCP serves to bill the actual freight rates and insurance costs,
in case they do not match the rates and costs mentioned in the contract and are lower
than initially estimated.



m In case of “approximate” quotation in the Letter of Credit, is it the amount and/or
the quantity of goods and/or the price per unit exceeding or falling below 10% of the
figures specified in the Letter of Credit (Cf.: Art. 30a UCP 600)?

m Does the invoice contain a delivery clause and is this in line with the conditions of
the Letter of Credit?

m Is a detailed breakdown available disclosing any additional charges that are included
in the total amount, if specified in the Letter of Credit?

m Does the letter of credit contain requirements for declarations, certifications,
acknowledgments or similar notes?
» Declarations are to be checked against effective embargo/boycott provisions.
» Negative declarations that violate effective embargo/boycott provisions
prevent a correct processing of the letter of credit

m Are all copies signed, if specified in the Letter of Credit?

2.5.2.2. Transport Document

Covering at least two different modes of transport (Multimodal transport document
see also Art. 19 UCP600 and ISBP Point 68. to 90.)

m Does the transport document mention at least two different modes of transport?

m Does the transport document disclose that the goods have been sent to the delivery
address as specified in the Letter of Credit, or have been passed over or taken on
board?

m Are place of dispatch, place of taking in charge, place of loading and the final destination
matching the details specified in the Letter of Credit?

m Unlike the bill of lading, the Multimodal Transport document may contain a note “intended”
or a similar reservation in terms of vessel, loading port or port of discharge.

m Transshipment is allowed, even if the letter of credit prohibits transshipment.

Apart from the above, the same conditions apply as listed under the following
section 3.3. Bill of Lading

2.5.2.3. Bill of Lading
(see also art. 20 UCP600 and ISBP point 91-114)

m Is the required number of originals and copies available (full set = all Originals)? Is
the number of the issued originals mentioned in the bill of lading?

m Does the bill of lading contain the name of the carrier? Was it signed by the carrier,
the master or a named agent for the carrier /master? |Is the signature clearly marked
as the one from the carrier/master or, if signed by an agent, did the agent clearly indicate
the name and role of the person he is acting on behalf?

m Does the bill of lading contain the exact name of the vessel (either by pre-printed



wording such as “shipped on board” or, for bill of lading of type “received for shipment”,
by a dated “Shipped on board” note)?

m Is the bill of lading “clean,” i.e. not containing any notes that highlight a defective
condition of the product and / or packaging?

m Does the bill of lading contain any notes, which invalidate, restrict or contradict
substantial property of it?
» Example:
¢ If required by the carrier, this Bill of Lading duly endorsed must be
surrendered in exchange of the goods or delivery order
(or)
+ If the carrier so requires, before he arranges delivery of the goods
one Original Bill of Lading duly, endorsed, must be surrendered by
the Merchant to the Carrier at the Port of Discharge or at the same
other location acceptable to the Carrier.

While it is assumed that normally the carrier will not demand original documents anymore,
the carrier reserves the right to exceptionally demand an original document.

With this remark on the “front page”, which is the relevant page for checking the external
validity of the documents by the bank, the carrier tries to partially revoke his principal
carrier obligation which not only includes the shipment of goods from A to B but also
the power of disposition for the holder of the bill of lading who is at least formally entitled.
Likewise the carrier seems to attempt an abolition of, or at least to endanger, a substantial
property of the bill of lading as a traditional document. For this reason there is also the
risk that the issuing bank may not accept such a document as a letter of credit.

m Is the bill of lading in line with the requirements from the letter of credit (on behalf,
on behalf of a recipient, directly to a recipient)? Is the “Notify” address specified as
per letter of credit?

m Is the bill of lading duly endorsed as required?

m Are loading port and port of discharge, as well as place of taking in charge and final
destination, if applicable, indicated as per letter of credit?

m Does the bill of lading contain the words “intended” regarding the ship and / or in
relation to the loading port?
» If so, a separate on-board notation is required which clearly mentions the
port of loading in accordance with letter of credit, the date of shipment and
the name of the vessel.

m In case a transshipment is recognizable in the document, is this permitted under the
given circumstances?
» Even if the Credit prohibits transshipment, transshipment is allowed provided
the goods as indicated on the bill of lading were loaded in containers and the
entire sea transport was covered by one and the same bill of lading.



m Does the bill of lading disclose a loading on deck which was not specifically allowed?
m Is the bill of lading subject to a chartering party that is not explicitly permitted?

m Is the latest date of shipment in line with the letter of credit?
» In case of “shipped on board” remark the date of the same is relevant as date
of shipment.

m Are details of packages, labels, gross weight etc. in line with the information in the
other documents?

m Are the goods described in a way that there is no contradiction with the description
of the goods in the letter of credit?
» Otherwise, in the bill of lading - as well as in all documents except for the
Commercial Invoice - the goods can be described in generic terms.

m If case of CIF or CFR deliveries is there any remarks such as “Freight prepaid”
indicating that the freight costs are paid?
» Declarations on the bill of lading are to be checked against current embargo /
boycott provisions.
» Negative pledges that violate effective embargo / boycott provisions prevent
a correct clearing of the letter of credit.

2.5.2.4. Charter Party Bill of Lading
(see also art. 22 UCP600 and ISBP point 115 to 133)

The same criteria mentioned in section 3.3 is applicable for Charter Party bill of Lading
but with the following exceptions:
m Has the charter party bill of lading been signed by either:

» the master or named agent of the Master,

(or)

» by the owner of the vessel or a named agent of the owner of the vessel

(or)

» by the charterer or a named agent of the charterer?
m Is the signature marked as the one of the master, owner, charterer or their agent or
respectively has the signing agent clearly indicated the name and role of that person
on whose behalf he is acting?
m Are loading port and port of discharge in line with the letter of credit? Port of discharge
can also be expelled with several ports or a geographical region if it is in accordance
with the letter of credit.

2.5.2.5. Air transport document
(see also art. 23 UCP600 and 134. ISBP point to 156.)

m Is the document presented the “Original 3 (for shipper)” version?
» The submission of this copy also satisfies the request for a full set of originals



m Does the Air Waybill contain the name of the carrier? Has it been signed by the carrier or
a named agent of the carrier? Is the signature marked as the one of the carrier or
respectively did the signing agent indicate on behalf of which name and role he is acting?

m Is the air waybill indicating the recipient as per the letter of credit?
m Is the “Notify address” according to the letter of credit?

m Are departure airport and destination airport in accordance with the letter of credit
and are any provisions relating to the way of transportation complied with? In case
a transshipment is recognizable in the document, is this permitted under the given
circumstances?
» Even if the letter of credit prohibits transshipment, transshipment is allowed
provided the entire transport was covered by one and the same air waybill.

m Was the latest shipment performed within the timeline specified in the letter of
credit?
» If the letter of credit requires an actual date of departure, it must be disclosed
accordingly with a special remark. Other information such as the ones in the
“for carrier use only” section or similar data such as flight number and fligh date
are not sufficient. In these cases the date of shipment is to be derived from the
special remark or the issue date of the air waybill.

m Is the air waybill “clean,” i.e. not containing any notes that highlight a defective condition
of the product and / or packaging?

m Are details of packages, labels, gross weight etc. in line with the information in the
other documents?

m Are the goods described in a way that there is no contradiction with the description
of the goods in the letter of credit?

m Is the information about payment of freight costs in accordance with the letter of
credit?

2.5.2.6. Documents for road transportation
(see also Art. 24 UCP600 and ISBP point 157. to 169.)

m Specific examples: Truck Waybill “CMR” (Abbreviation of French “Convention relative
au Contrat de transport international de Merchandises par Route = Convention on the
Contract for the international road transport).

m Does the document disclose the name of the carrier? Has the document been
signed by the carrier or a named agent of the carrier. Otherwise has the document
been stamped by the carrier or a named agent of the carrier with a reception stamp
or other proof of reception? Has the agent clearly indicated for which person and in
which role he is acting?
» If the carrier is not explicitly mentioned on the railway duplicate waybill, the
signature and stamp of the railway can be accepted as a proof that thedocument
is signed by the carrier.



m Does the waynbill disclose the freight carrier according to the letter of credit?
m Is the document version the particular copy for the carrier?

m Are station of loading and station of destination in accordance with the Letter of
credit and were any specific outlined rules on the way of transport respected?

m In case a transshipment is recognizable in the document, is this permitted under the
given circumstances?
» Even if the Credit prohibits transshipment, transshipment is permitted with
in the same mode of transport if the whole transport is covered by one and the
same transport document.

m Is the latest date of shipment in line with the letter of credit?
» The date of issue is considered as date of shipment, unless the document
contains a reception stamp or a clear reception date or date of shipment.

m Is the document “clean,” i.e. not containing any notes that highlight a defective condition
of the product and / or packaging?

m Are details of packages, labels, gross weight etc. in line with the information in the
other documents?

m Are the goods described in a way that there is no contradiction with the description
of the goods in the letter of credit?

m Is the information about payment of freight costs in accordance with the letter of
credit?

2.5.2.7. Insurance document
(see also art. 28 UCP600 and 170. ISBP point to 180.)

m Has the insurance document been issued and signed by an insurance company,an
insurer (underwriters), or one of their agents or their attorney? Is the signature of the
insurance company or of the insurer marked as such respectively did the agent/attorney
clearly indicate on behalf of which person and in which role he is acting?

» Cover notes must not be accepted

m In case there is a clear note about more than one original document, were all originals
presented?

m Has the document been issued prior to or latest on the same day as the loading or
otherwise contain a clear statement that coverage is valid from the day of loading?

m Has the insurance document been issued in accordance with the letter of credit

(e.g. on behalf)?

Was it correctly endorsed?
» Under point 179 of the new ISBP it always has to be checked that the Insurance
certificate / policy is always issued to the rightful holder/bearer, so that it can
be endorsed accordingly. An endorsement by the beneficiary without this addition
(“issued to bearer” or “claims payable to the lawful holder”) is not permitted



m Is the insurance document issued with the same currency as mentioned in the letter
of credit?

m Is the insurance coverage at least 10% higher than the CIF/CIP value?

m Are all risks covered that are specified in the letter of credit?
» Under Article 28 (i) of the ERA 600, exclusion clauses are allowed, unless the
letter of credit explicitly overrules this article.

m Does the insurance document specify the covered way of transport and also cover
the specified mode of dispatch?

m Does the document contain a remark “premium paid”?

m Is there a clear indication of the claims settling agent for payment in case of damage
and, if so, is this in accordance with the letter of credit?

m Are details of packages, labels, gross weight etc. in line with the information in the
other documents?

m Are the goods described in a way that there is no contradiction with the description
of the goods in the letter of credit?

2.5.2.8. Billl of exchange
(see also ISBP point 43. to 56.)

m Has the bill of exchange been issued, signed and — if applicable — endorsed by the
recipient?

m In case of duplicate are the bills of exchange marked with “pay this first Bill of
Exchange Second unpaid” or “pay this second bill of exchange first unpaid”?

m Is the due date specified correctly?

m Are the amount and currency covered by the letter of credit?

m Do the indicated figures match in words and numbers?

m Is the bill of exchange drawn on the name of the payer as specified in the letter of credit?

m Does the bill of exchange contain any remarks such as “Drawn under...” as possibly
specified in the letter of credit?

2.5.2.9. Additional documents
(see also Art. 3 und Art. 14f UCP 600 and ISBP)

m Has the document been issued by the issuer mentioned in the letter of credit?
» Documents that are neither transport documents nor insurance documents
and for which the letter of credit does not specify an issuer, can also be issued
by the beneficiary himself.
» In case the issues is not explicitly mentioned in the letter of credit, but is
qualified by terms such as “first-class, well-known, qualified, officially” or others,
anyone but the beneficiary himself can issue the document.



m Examples are other documents are listed here:
» Certificate of origin
» Pack- / weight list
» Certificate of quality

Special attention is to be given on the following:
» Declarations need to be cross-checked against current embargo / boycott
provisions.

» Negative pledges that violate effective embargo / boycott provisions prevent
a correct processing of the letter of credit.

2.6. Incoterms (International Commercial Terms)

The costs for transportation, insurances are an important point at the pricing for an
export good and in the case of the damage or the loss, the costs for a possible
replacement of the product. Therefore it is imperative to obtain agreement about the
delivery terms and to hold them tight in the sales contract.. At the specification of the
delivery terms, as a rule, the wordings of the incoterms are used.

The incoterms do not represent any international right. They are published by the ICC
(International Chamber of commerce) in Paris and are valid only when they were agreed
on between the contracting parties, i.e. if the Incoterms are expressly part of the
contract.

The Incoterms currently in force define 11 trade terms
Basic Rules of Incoterms

Exporter

Has the duty to properly deliver the good to the agreed place?
Futhermore he has to ensure that the goods are suitable packed for
transport.

Importer

Has the right to execute on his own account an examination of the goods?
It is his duty to properly take over the goods on time.
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EXW  Ex Works

The seller makes the goods available at their premises. This term places the maximum obligation
on the buyer and minimum obligations on the seller. The Ex Works term is often used when
making an initial quotation for the sale of goods without any costs included. EXW means that
a buyer incurs the risks for bringing the goods to their final destination. Either the seller does
not load the goods on collecting vehicles and does not clear them for export, or if the seller
does load the goods, he does so at buyer s risk and cost. If parties wish seller to be responsible
for the loading of the goods on departure and to bear the risk and all costs of such loading, this
must be made clear by adding explicit wording to this effect in the contract of sale.

The buyer arranges the pickup of the freight from the supplier s designated ship site, owns the
in-transit freight, and is responsible for clearing the goods through Customs. The buyer is also
responsible for completing all the export documentation.

These documentary requirements may cause two principal issues. Firstly, the stipulation for
the buyer to complete the export declaration can be an issue in certain jurisdictions (not least
the European Union) where the customs regulations require the declarant to be either an
individual or corporation resident within the jurisdiction. Secondly, most jurisdictions require
companies to provide proof of export for tax purposes. In an Ex Works shipment, the buyer is
under no obligation to provide such proof, or indeed to even export the goods. It is therefore
of utmost importance that these matters are discussed with the buyer before the contract is
agreed. It may well be that another Incoterm, such as FCA seller 5 premises, may be more suitable.




FCA Free Carrier

The seller delivers the goods, cleared for export, at a named place. This can be to a carrier
nominated by the buyer, or to another party nominated by the buyer.

1t should be noted that the chosen place of delivery has an impact on the obligations of loading
and unloading the goods at that place. If delivery occurs at the seller's premises, the seller is
responsible for loading the goods on to the buyer s carrier. However, if delivery occurs at any
other place, the seller is deemed to have delivered the goods once their transport has arrived
at the named place; the buyer is responsible for both unloading the goods and loading them
onto their own carrier.

CPT  Carriage Paid To

CPT replaces the venerable C&F (cost and freight) and CFR terms for all shipping modes
outside of non-containerised seafreight.

The seller pays for the carriage of the goods up to the named place of destination. Risk transfers

to buyer upon handing goods over to the first carrier at the place of shipment in the country of
Export. The seller is responsible for origin costs including export clearance and freight costs

for carriage to named place of destination (either final destination such as buyer s facilities or
port of destination has to be agreed by seller and buyer, however, named place of destination is

generally picked due to cost impacts). If the buyer does require the seller to obtain insurance,

the Incoterm CIP should be considered.

CIP Carriage And Insurance Paid To

This term is broadly similar to the above CPT term, with the exception that the seller is
required to obtain insurance for the goods while in transit. CIP requires the seller to insure the
goods for 110% of their value under at least the minimum cover of the Institute Cargo Clauses
of the Institute of London Underwriters (which would be Institute Cargo Clauses (C)), or any
similar set of clauses. The policy should be in the same currency as the contract.

CIP can be used for all modes of transport, whereas the equivalent term CIF can only be used
for non-containerised seafreight.

DAT Delivered At Terminal

This term means that the seller covers all the costs of transport (export fees,carriage,unloading

from main carrier at destination port and destination port charges) and assumes all risk until
destination port or terminal. The terminal can be a Port, Airport, or inland freight interchange.
Import duty/taxes/customs costs are to be borne by Buyer.

DAP Delivered At Place

Can be used for any transport mode, or where there is more than one transport mode. The
seller is responsible for arranging carriage and for delivering the goods, ready for unloading
from the arriving conveyance, at the named place. Duties are not paid by the seller under this
term. The seller bears all risks involved in bringing the goods to the named place.



DDP  Delivered Duty Paid

Seller is responsible for delivering the goods to the named place in the country of the buyer,
and pays all costs in bringing the goods to the destination including import duties and taxes.
The seller is not responsible for unloading. This term is often used in place of the non-Incoterm
“Free In Store (FIS) . This term places the maximum obligations on the seller and minimum

obligations on the buyer. With the delivery at the named place of destination all the risks and
responsibilities are transferred to the buyer and it is considered that the seller has completed
his obligations

RULES FOR SEA AND INLAND WATERWAY TRANSPORT:

FAS Free Alongside Ship

FOB means that the seller pays for delivery of goods to the vessel including loading. The seller
must also arrange for export clearance. The buyer pays cost of marine freight transportation,
bill of lading fees, insurance, unloading and transportation cost from the arrival port to
destination. The buyer arranges for the vessel, and the shipper must load the goods onto the
named vessel at the named port of shipment according to the dates stipulated in the contract
of sale as informed by the buyer. Risk passes from the seller to the buyer when the goods are
loaded aboard the vessel. This term has been greatly misused over the last three decades ever
since Incoterms 1980 explained that FCA should be used for container shipments.

FOB Free On Board

FOB means that the seller pays for delivery of goods to the vessel including loading. The seller
must also arrange for export clearance. The buyer pays cost of marine freight transportation,
bill of lading fees, insurance, unloading and transportation cost from the arrival port to
destination. The buyer arranges for the vessel, and the shipper must load the goods onto the
named vessel at the named port of shipment according to the dates stipulated in the contract
of sale as informed by the buyer. Risk passes from the seller to the buyer when the goods are
loaded aboard the vessel. This term has been greatly misused over the last three decades ever
since Incoterms 1980 explained that FCA should be used for container shipments.

CFR  Cost And Freight

The seller pays for the carriage of the goods up to the named port of destination. Risk transfers
to buyer when the goods have been loaded on board the ship in the country of Export. The
Shipper is responsible for origin costs including export clearance and freight costs for carriage to
named port. The shipper is not responsible for delivery to the final destination from the port
(generally the buyer s facilities), or for buying insurance. If the buyer does require the seller to
obtain insurance, the Incoterm CIF should be considered. CFR should only be used for
non-containerized seafreight; for all other modes of transport it should be replaced with
CPT.



CIF Cost, Insurance and Freight

This term is broadly similar to the above CFR term, with the exception that the seller is
required to obtain insurance for the goods while in transit to the named port of destination.
CIF requires the seller to insure the goods for 110% of their value under at least the minimum
cover of the Institute Cargo Clauses of the Institute of London Underwriters (which would be
Institute Cargo Clauses (C)), or any similar set of clauses. The policy should be in the same
currency as the contract. CIF should only be used for non-containerized seafreight; for all

other modes of transport it should be replaced with CIP.
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2.7. ICC Rules

The International Chamber of Commerce ICC was established in 1919. It had as its
primary objective facilitating the flow of international trade at a time when nationalism
and protectionism posed serious threats to the world trading system.

There are two ways to become a member of ICC — either by affiliation with an ICC
national committee or group or by direct membership when a national committee/
group has not yet been established in the country.

The content of ICC’s publications is based on the work of the ICC commissions, working
groups and individual international experts.

2.7.1. UCP 600

The Uniform Customs and Practice for Documentary Credits (UCP) published by
the ICC are a set of rules on the issuance and use of L/Cs. In 2007 the sixth revision
has been published — being the UCP 600.

Below several of the most important articles are listed — extracted from ICC publication.
Article 2 - Definitions

For the purpose of these rules:
m Advising bank means the bank that advises the credit at the request of the issuing bank.
m Applicant means the party on whose request the credit is issued.

m Banking day means a day on which a bank is regularly open at the place at which an act
subject to these rules is to be performed.

m Beneficiary means the party in whose favour a credit is issued.

m Complying presentation means a presentation that is in accordance with the terms and
conditions of the credit, the applicable provisions of these rules and international standard
banking practice.

m Confirmation means a definite undertaking of the confirming bank;, in addition to that of the
issuing bank, to honour or negotiate a complying presentation.

m Confirming bank means the bank that adds its confirmation to a credit upon the issuing
bank's authorization or request.

m Credit means any arrangement, however named or described, that is irrevocable and
thereby constitutes a definite undertaking of the issuing bank to honour a complying
presentation.

m Honour means:
L.to pay at sight if the credit is available by sight payment.

2.to incur a deferred payment undertaking and pay at maturity if the credit is available
by deferred payment.



3.to accept a bill of exchange (draft) drawn by the beneficiary and pay at maturity
if the credit is available by acceptance.

m Issuing bank means the bank that issues a credit at the request of an applicant or on its
own behalf. Negotiation means the purchase by the nominated bank of drafts (drawn on a
bank other than the nominated bank) and/or documents under a complying presentation,
by advancing or agreeing to advance funds to the beneficiary on or before the banking day
on which reimbursement is due to the nominated bank.

m Nominated Bank means the bank with which the credit is available or any bank in the
case of a credit available with any bank.

m Presentation means either the delivery of documents under a credit to the issuing bank
or nominated bank or the documents so delivered.

m Presenter means a beneficiary, bank or other party that makes a presentation.
Article 3 - Interpretations

For the purpose of these rules:
m Where applicable, words in the singular include the plural and in the plural include the singular.
m A credit is irrevocable even if there is no indication to that effect.

m A document may be signed by handwriting, facsimile signature, perforated signature, stamp,
symbol or any other mechanical or electronic method of authentication.

m A requirement for a document to be legalized, visaed, certified or similar will be satisfied by
any signature, mark, stamp or label on the document which appears to satisfy that requirement.

m Branches of a bank in different countries are considered to be separate banks.

m Terms such as first class, well known, qualified, independent, official, competent or local used to
describe the issuer of a document allow any issuer except the beneficiary to issue that document.

m Unless required to be used in a document, words such as prompt, immediately or as soon as
possible will be disregarded.

m The expression on or about or similar will be interpreted as a stipulation that an event is to
occur during a period of five calendar days before until five calendar days after the specified
date, both start and end dates included.

m The words to, until, till, from and between when used to determine a period of shipment
include the date or dates mentioned, and the words before and after exclude the date mentioned.

m The words from and after when used to determine a maturity date exclude the date mentioned.

m The terms first half and second half of a month shall be construed respectively as the Ist to
the 15th and the 16th to the last day of the month, all dates inclusive.

m The terms beginning, middle and end of a month shall be construed respectively as the 1st to
the 10th, the 11th to the 20th and the 21st to the last day of the month, all dates inclusive.



Article 4 - Credits v. Contracts

1. A credit by its nature is a separate transaction from the sale or other contract on which it
may be based. Banks are in no way concerned with or bound by such contract, even if any
reference whatsoever to it is included in the credit. Consequently, the undertaking of a bank to
honour, to negotiate or to fulfil any other obligation under the credit is not subject to claims or
defences by the applicant resulting from its relationships with the issuing bank or the beneficiary.
A beneficiary can in no case avail itself of the contractual relationships existing between banks
or between the applicant and the issuing bank.

2. An issuing bank should discourage any attempt by the applicant to include, as an integral
part of the credit, copies of the underlying contract, proforma invoice and the like.

Article 5 - Documents v. Goods, Services or Performance

Banks deal with documents and not with goods, services or performance to which the docu-
ments may relate.

Article 7 - Issuing Bank Undertaking

1. Provided that the stipulated documents are presented to the nominated bank or to the issuing
bank and that they constitute a complying presentation, the issuing bank must honour if the
credit is available by:
1.sight payment, deferred payment or acceptance with the issuing bank;
2.sight payment with a nominated bank and that nominated bank does not pay;,
3.deferred payment with a nominated bank and that nominated bank does
not incur its deferred payment undertaking or, having incurred its deferred
payment undertaking,does not pay at maturity;
4.acceptance with a nominated bank and that nominated bank does not accept
a draft drawn on it or; having accepted a drafi drawn on it, does not pay at maturity;
5.negotiation with another nominated bank and that nominated bank does not
negotiate.

2. An issuing bank is irrevocably bound to honour as of the time it issues the credit.

3. An issuing bank undertakes to reimburse a nominated bank that has honoured or negotiated
a complying presentation and forwarded the documents to the issuing bank. Reimbursement
for the amount of a complying presentation under a credit available by acceptance or deferred
payment is due at maturity, whether or not the nominated bank prepaid or purchased before
maturity. An issuing bank'’s undertaking to reimburse a nominated bank is independent of the
issuing bank's undertaking to the beneficiary.
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Article 8 - Confirming Bank Undertaking

1. Provided that the stipulated documents are presented to the confirming bank or to any
other nominated bank and that they constitute a complying presentation, the confirming bank
must:
1. honour; if the credit is available by
1.sight payment, deferred payment or acceptance with the confirming bank;
2.sight payment with another nominated bank and that nominated bank does
not pay;
3.deferred payment with another nominated bank and that nominated bank
does not incur its deferred payment undertaking or, having incurred its
deferred payment undertaking, does not pay at maturity,
4.acceptance with another nominated bank and that nominated bank does
not accept a draft drawn on it or, having accepted a draft drawn on it, does
not pay at maturity;

S.negotiation with another nominated bank and that nominated bank does
not negotiate.

2. negotiate, without recourse, if the credit is available by negotiation with the confirming
bank.

2. A confirming bank is irrevocably bound to honour or negotiate as of the time it adds its
confirmation to the credit.

3. A confirming bank undertakes to reimburse another nominated bank that has honoured or
negotiated a complying presentation and forwarded the documents to the confirming bank.
Reimbursement for the amount of a complying presentation under a credit available by
acceptance or deferred payment is due at maturity, whether or not another nominated bank
prepaid or purchased before maturity. A confirming bank s undertaking to reimburse another
nominated bank is independent of the confirming bank s undertaking to the beneficiary.

4. If a bank is authorized or requested by the issuing bank to confirm a credit but is not
prepared to do so, it must inform the issuing bank without delay and may advise the credit
without confirmation.

Article 9 - Advising of Credits and Amendments

1. A credit and any amendment may be advised to a beneficiary through an advising bank.
An advising bank that is not a confirming bank advises the credit and any amendment without
any undertaking to honour or negotiate.

2. By advising the credit or amendment, the advising bank signifies that it has satisfied itself
as to the apparent authenticity of the credit or amendment and that the advice accurately
reflects the terms and conditions of the credit or amendment received.

3. An advising bank may utilize the services of another bank (second advising bank) to advise
the credit and any amendment to the beneficiary. By advising the credit or amendment, the



second advising bank signifies that it has satisfied itself as to the apparent authenticity of
the advice it has received and that the advice accurately reflects the terms and conditions of
the credit or amendment received.

4. A bank utilizing the services of an advising bank or second advising bank to advise a
credit must use the same bank to advise any amendment thereto.

5. If a bank is requested to advise a credit or amendment but elects not to do so, it must
so inform, without delay, the bank from which the credit, amendment or advice has been
received.

6. If a bank is requested to advise a credit or amendment but cannot satisfy itself as to the
apparent authenticity of the credit, the amendment or the advice, it must so inform, without
delay, the bank from which the instructions appear to have been received. If the advising
bank or second advising bank elects nonetheless to advise the credit or amendment, it must
inform the beneficiary or second advising bank that it has not been able to satisfy itself as to
the apparent authenticity of the credit, the amendment or the advice.

Article 17 - Original Documents and Copies

1. At least one original of each document stipulated in the credit must be presented.

2. A bank shall treat as an original any document bearing an apparently original signature,
mark, stamp, or label of the issuer of the document, unless the document itself indicates that
it is not an original.

3. Unless a document indicates otherwise, a bank will also accept a document as original if it:
L.appears to be written, typed, perforated or stamped by the document issuer s hand, or
2.appears to be on the document issuer s original stationery, or
3.states that it is original, unless the statement appears not to apply to the document
presented.

4. If a credit requires presentation of copies of documents, presentation of either originals or
copies is permitted.

5. If a credit requires presentation of multiple documents by using terms such as in duplicate, in
two fold or in two copies, this will be satisfied by the presentation of at least one original and the
remaining number in copies, except when the document itself indicates otherwise.

Article 18 - Commercial Invoice

1. A commercial invoice:
» must appear to have been issued by the beneficiary (except as provided in article 38);
» must be made out in the name of the applicant (except as provided in sub-article

38(2);

» must be made out in the same currency as the credit; and
» need not be signed.




2. A nominated bank acting on its nomination, a confirming bank, if any, or the issuing bank
may accept a commercial invoice issued for an amount in excess of the amount permitted by
the credit, and its decision will be binding upon all parties, provided the bank in question has
not honoured or negotiated for an amount in excess of that permitted by the credit.

3. The description of the goods, services or performance in a commercial invoice must
correspond with that appearing in the credit.

Article 19 - Transport Document Covering at Least Two Different Modes of Transport

1. A transport document covering at least two different modes of transport (multimodal or
combined transport document), however named, must appear to:
Lindicate the name of the carrier and be signed by:
- the carrier or a named agent for or on behalf of the carrier, or
- the master or a named agent for or on behalf of the master.
Any signature by the carrier, master or agent must be identified as that of the carrier,
master or agent. Any signature by an agent must indicate whether the agent has signed
for or on behalf of the carrier or for or on behalf of the master.
2.indicate that the goods have been dispatched, taken in charge or shipped on board at
the place stated in the credit, by:
- pre-printed wording, or
- a stamp or notation indicating the date on which the goods have been dispatched,
taken in charge or shipped on board.
The date of issuance of the transport document will be deemed to be the date of dispatch,
taking in charge or shipped on board, and the date of shipment. However, if the transport
document indicates, by stamp or notation, a date of dispatch, taking in charge or shipped
on board, this date will be deemed to be the date of shipment.
3.indicate the place of dispatch, taking in charge or shipment and the place of final
destination stated in the credit, even if:
1.the transport document states, in addition, a different place of dispatch, taking
in charge or shipment or place of final destination, or
2.the transport document contains the indication intended or similar qualification
in relation to the vessel, port of loading or port of discharge.
4.be the sole original transport document or, if issued in more than one original, be the
full set as indicated on the transport document.
5. contain terms and conditions of carriage or make reference to another source containing
the terms and conditions of carriage (short form or blank back transport document).
Contents of terms and conditions of carriage will not be examined.
6.contain no indication that it is subject to a charter party.

2. For the purpose of this article, transhipment means unloading from one means of conveyance

and reloading to another means of conveyance (whether or not in different modes of transport)

during the carriage from the place of dispatch, taking in charge or shipment to the place of
final destination stated in the credit.



3. 1.4 transport document may indicate that the goods will or may be transhipped
provided that the entire carriage is covered by one and the same transport document.
2.4 transport document indicating that transhipment will or may take place is
acceptable, even if the credit prohibits transhipment.

Article 20 - Bill of Lading

1. A bill of lading, however named, must appear to:

Lindicate the name of the carrier and be signed by:

- the carrier or a named agent for or on behalf of the carrier, or

- the master or a named agent for or on behalf of the master.

Any signature by the carrier, master or agent must be identified as that of the carrier,

master or agent. Any signature by an agent must indicate whether the agent has

signed for or on behalf of the carrier or for or on behalf of the master.
2.indicate that the goods have been shipped on board a named vessel at the port of
loading stated in the credit by:

- pre-printed wording, or

- an on board notation indicating the date on which the goods have been hipped on

board.

The date of issuance of the bill of lading will be deemed to be the date of shipment
unless the bill of lading contains an on board notation indicating the date of shipment,
in which case the date stated in the on board notation will be deemed to be the date of
shipment.
If the bill of lading contains the indication intended vessel or similar qualification in
relation to the name of the vessel, an on board notation indicating the date of shipment
and the name of the actual vessel is required.
3.indicate shipment from the port of loading to the port of discharge stated in the credit.
If the bill of lading does not indicate the port of loading stated in the credit as the port
of loading, or if it contains the indication intended or similar qualification in relation
to the port of loading, an on board notation indicating the port of loading as stated in
the credit, the date of shipment and the name of the vessel is required. This provision
applies even when loading on board or shipment on a named vessel is indicated by
pre-printed wording on the bill of lading.
4.be the sole original bill of lading or, if issued in more than one original, be the full set
as indicated on the bill of lading.
S.contain terms and conditions of carriage or make reference to another source
containing the terms and conditions of carriage (short form or blank back bill of
lading). Contents of terms and conditions of carriage will not be examined.
6.contain no indication that it is subject to a charter party.

2. For the purpose of this article, transhipment means unloading from one vessel and reloading
to another vessel during the carriage from the port of loading to the port of discharge stated n the credit.



3. 1.4 bill of lading may indicate that the goods will or may be transhipped provided
that the entire carriage is covered by one and the same bill of lading.
2.4 bill of lading indicating that transhipment will or may take place is acceptable,
even if the credit prohibits transhipment, if the goods have been shipped in a container,
trailer or LASH barge as evidenced by the bill of lading.

4. Clauses in a bill of lading stating that the carrier reserves the right to tranship will be disregarded.
Article 23 - Air Transport Document

1. An air transport document, however named, must appear to indicate the name of the carrier
and be signed by:
- the carrier, or
- a named agent for or on behalf of the carrier.
Any signature by the carrier or agent must be identified as that of the carrier or agent.
Any signature by an agent must indicate that the agent has signed for or on behalf of the carrier.

2. indicate that the goods have been accepted for carriage.

3. indicate the date of issuance. This date will be deemed to be the date of shipment unless the
air transport document contains a specific notation of the actual date of shipment, in which
case the date stated in the notation will be deemed to be the date of shipment. Any other
information appearing on the air transport document relative to the flight number and date
will not be considered in determining the date of shipment.

4. indicate the airport of departure and the airport of destination stated in the credit.
5. be the original for consignor or shipper, even if the credit stipulates a full set of originals.

6. contain terms and conditions of carriage or make reference to another source containing
the terms and conditions of carriage. Contents of terms and conditions of carriage will not be
examined.

7. For the purpose of this article, transhipment means unloading from one aircraft and
reloading to another aircraft during the carriage from the airport of departure to the airport
of destination stated in the credit.
1. An air transport document may indicate that the goods will or may be transhipped,
provided that the entire carriage is covered by one and the same air transport document.
2. An air transport document indicating that transhipment will or may take place is
acceptable, even if the credit prohibits transhipment.

Article 24 - Road, Rail or Inland Waterway Transport Documents

1. A road, rail or inland waterway transport document, however named, must appear to:
1. i. indicate the name of the carrier and:
- be signed by the carrier or a named agent for or on behalf of the carrier, or
- indicate receipt of the goods by signature, stamp or notation by the carrier or a
named agent for or on behalf of the carrier.



Any signature, stamp or notation of receipt of the goods by the carrier or agent must
be identified as that of the carrier or agent.

Any signature, stamp or notation of receipt of the goods by the agent must indicate that
the agent has signed or acted for or on behalf of the carrier.

If a rail transport document does not identify the carrier, any signature or stamp of
the railway company will be accepted as evidence of the document being signed by

the carrier.

2. indicate the date of shipment or the date the goods have been received for shipment,
dispatch or carriage at the place stated in the credit. Unless the transport document

contains a dated reception stamp, an indication of the date of receipt or a date of
shipment, the date of issuance of the transport document will be deemed to be the
date of shipment.

3. indicate the place of shipment and the place of destination stated in the credit.

2. 1. A road transport document must appear to be the original for consignor or shipper or
bear no marking indicating for whom the document has been prepared.
2. A rail transport document marked duplicate will be accepted as an original.

3. A rail or inland waterway transport document will be accepted as an original whether
marked as an original or not.

3. In the absence of an indication on the transport document as to the number of originals
issued, the number presented will be deemed to constitute a full set.

4. For the purpose of this article, transhipment means unloading from one means of conveyance
and reloading to another means of conveyance, within the same mode of transport, during the
carriage from the place of shipment, dispatch or carriage to the place of destination stated in
the credit.

5. 1. A road, rail or inland waterway transport document may indicate that the goods
will or may be transhipped provided that the entire carriage is covered by one and
the same transport document.

2. A road, rail or inland waterway transport document indicating that transhipment
will or may take place is acceptable, even if the credit prohibits transhipment.

Article 27 - Clean Transport Document

A bank will only accept a clean transport document. A clean transport document is one bearing
no clause or notation expressly declaring a defective condition of the goods or their packaging.
The word clean need not appear on a transport document, even if a credit has a requirement
for that transport document to be clean on board.

Article 28 - Insurance Document and Coverage
1. An insurance document, such as an insurance policy, an insurance certificate or a declaration

under an open cover, must appear to be issued and signed by an insurance company, an
underwriter or their agents or their proxies.




Any signature by an agent or proxy must indicate whether the agent or proxy has signed for or
on behalf of the insurance company or underwriter.

2. When the insurance document indicates that it has been issued in more than one original,
all originals must be presented.

3. Cover notes will not be accepted.

4. An insurance policy is acceptable in lieu of an insurance certificate or a declaration under
an open cover.

5. The date of the insurance document must be no later than the date of shipment, unless it
appears from the insurance document that the cover is effective from a date not later than the
date of shipment.

6. 1. The insurance document must indicate the amount of insurance coverage and be in
the same currency as the credit.
2.4 requirement in the credit for insurance coverage to be for a percentage of the
value of the goods, of the invoice value or similar is deemed to be the minimum
amount of coverage required.
If there is no indication in the credit of the insurance coverage required, the amount
of insurance coverage must be at least 110% of the CIF or CIP value of the goods.
When the CIF or CIP value cannot be determined from the documents, the amount
of insurance coverage must be calculated on the basis of the amount for which honour
or negotiation is requested or the gross value of the goods as shown on the invoice,
whichever is greater.
3.The insurance document must indicate that risks are covered at least between the
place of taking in charge or shipment and the place of discharge or final destination
as stated in the credit.

7. A credit should state the type of insurance required and, if any, the additional risks to be
covered. An insurance document will be accepted without regard to any risks that are not
covered if the credit uses imprecise terms such as usual risks or customary risks.

8. When a credit requires insurance against all risks and an insurance document is presented
containing any all risks notation or clause, whether or not bearing the heading all risks, the
insurance document will be accepted without regard to any risks stated to be excluded.

9. An insurance document may contain reference to any exclusion clause.

10. An insurance document may indicate that the cover is subject to a franchise or excess
(deductible).

Article 29 - Expiry Date

1. If the expiry date of a credit or the last day for presentation falls on a day when the bank to
which presentation is to be made is closed for reasons other than those referred to in article
36, the expiry date or the last day for presentation, as the case may be, will be extended to the
first following banking day.



2. If presentation is made on the first following banking day, a nominated bank must provide the
issuing bank or confirming bank with a statement on its covering schedule that the presentation
was made within the time limits extended in accordance with sub-article 29 (a).

3. The latest date for shipment will not be extended as a result of sub-article 29 (a).
Article 30 - Tolerance in Credit Amount, Quantity and Unit Prices

1. The words about or approximately used in connection with the amount of the credit or the
quantity or the unit price stated in the credit are to be construed as allowing a tolerance not
to exceed 10% more or 10% less than the amount, the quantity or the unit price to which they
refer.

2. A tolerance not to exceed 5% more or 5% less than the quantity of the goods is allowed,
provided the credit does not state the quantity in terms of a stipulated number of packing units
or individual items and the total amount of the drawings does not exceed the amount of the
credit.

3. Even when partial shipments are not allowed, a tolerance not to exceed 5% less than the
amount of the credit is allowed, provided that the quantity of the goods, if stated in the credit,
is shipped in full and a unit price, if stated in the credit, is not reduced or that sub-article 30 (b)
is not applicable. This tolerance does not apply when the credit stipulates a specific tolerance
or uses the expressions referred to in sub-article 30 (a).

Article 31 - Partial Drawings or Shipments

1. Partial drawings or shipments are allowed.

2. A presentation consisting of more than one set of transport documents evidencing shipment
commencing on the same means of conveyance and for the same journey, provided they
indicate the same destination, will not be regarded as covering a partial shipment, even if they
indicate different dates of shipment or different ports of loading, places of taking in charge or
dispatch. If the presentation consists of more than one set of transport documents, the latest
date of shipment as evidenced on any of the sets of transport documents will be regarded as
the date of shipment.

A presentation consisting of one or more sets of transport documents evidencing shipment on
more than one means of conveyance within the same mode of transport will be regarded as
covering a partial shipment, even if the means of conveyance leave on the same day for the
same destination.

3. A presentation consisting of more than one courier receipt, post receipt or certificate of
posting will not be regarded as a partial shipment if the courier receipts, post receipts or
certificates of posting appear to have been stamped or signed by the same courier or postal
service at the same place and date and for the same destination.
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Article 36 - Force Majeure

A bank assumes no liability or responsibility for the consequences arising out of the interruption
of its business by Acts of God, riots, civil commotions, insurrections, wars, acts of terrorism,
or by any strikes or lockouts or any other causes beyond its control.

A bank will not, upon resumption of its business, honour or negotiate under a credit that
expired during such interruption of its business.

Article 38 - Transferable Credits

1. A bank is under no obligation to transfer a credit except to the extent and in the manner
expressly consented to by that bank.

2. For the purpose of this article:

Transferable credit means a credit that specifically states it is transferable. A transferable
credit may be made available in whole or in part to another beneficiary (second beneficiary)
at the request of the beneficiary (first beneficiary).

Transferring bank means a nominated bank that transfers the credit or, in a credit available
with any bank, a bank that is specifically authorized by the issuing bank to transfer and that
transfers the credit. An issuing bank may be a transferring bank.

Transferred credit means a credit that has been made available by the transferring bank to a
second beneficiary.

3. Unless otherwise agreed at the time of transfer, all charges (such as commissions, fees, costs
or expenses) incurred in respect of a transfer must be paid by the first beneficiary.

4. A credit may be transferred in part to more than one second beneficiary provided partial
drawings or shipments are allowed.

A transferred credit cannot be transferred at the request of a second beneficiary to any subsequent
beneficiary. The first beneficiary is not considered to be a subsequent beneficiary.

Any request for transfer must indicate if and under what conditions amendments may beadvised
to the second beneficiary. The transferred credit must clearly indicate those conditions.

5. If a credit is transferred to more than one second beneficiary, rejection of an amendment by
one or more second beneficiary does not invalidate the acceptance by any other second
beneficiary, with respect to which the transferred credit will be amended accordingly. For any
second beneficiary that rejected the amendment, the transferred credit will remain unamended.

6. The transferred credit must accurately reflect the terms and conditions of the credit, including
confirmation, if any, with the exception of-

» the amount of the credit,

» any unit price stated therein,

» the expiry date,

» the period for presentation, or

W the latest shipment date or given period for shipment,
any or all of which may be reduced or curtailed.



The percentage for which insurance cover must be effected may be increased to provide the
amount of cover stipulated in the credit or these articles.

The name of the first beneficiary may be substituted for that of the applicant in the credit.

If the name of the applicant is specifically required by the credit to appear in any document
other than the invoice, such requirement must be reflected in the transferred credit.

7. The first beneficiary has the right to substitute its own invoice and draft, if any, for those of
a second beneficiary for an amount not in excess of that stipulated in the credit, and upon such
substitution the first beneficiary can draw under the credit for the difference, if any, between
its invoice and the invoice of a second beneficiary.

8. If the first beneficiary is to present its own invoice and draft, if any, but fails to do so on
first demand, or if the invoices presented by the first beneficiary create discrepancies that did
not exist in the presentation made by the second beneficiary and the first beneficiary fails to
correct them on first demand, the transferring bank has the right to present the documents as
received from the second beneficiary to the issuing bank, without further responsibility to the
first beneficiary.

9. The first beneficiary may, in its request for transfer, indicate that honour or negotiation is
to be effected to a second beneficiary at the place to which the credit has been transferred, up
to and including the expiry date of the credit. This is without prejudice to the right of the first
beneficiary in accordance with sub-article 38 (h).

10. Presentation of documents by or on behalf of a second beneficiary must be made to the
transferring bank.

2.7.2. ISBP 745

The ISBP 745 International Standard Banking Practice revision was approved in April
2013 by the ICC International Banking Commission in Lisbon
» The publication is to be read in conjunction with UCP 600 and not in isolation.”

» The practices described in this publication highlight how the articles of UCP
600 are to be interpreted and applied, to the extent that the terms and conditions
of the credit, or any amendment thereto, do not expressly modify or exclude
an applicable article in UCP 600.

Below several of the most important articles are listed — extracted from ICC publication.

General Principles
m Copies of transport documents covered by UCP 600 articles 19 — 25

A6) a. UCP 600 art. 19 — 25 refer only to original documents not to copies.
Copy documents to be examined only under UCP 600 art.14(f)

A6) b. Data shown on the copy need not to be identical but must not conflict

A6) c. Copies of transport documents are not automatically subject to the presentation period
as per UCP 600 art. 14(c)



m Correction and alteration

A7) b ii. Correction of data in a document other than one issued by the beneficiary:
» Authentication by at least one of the entities that legalized
» By use of a stamp incorporation its name or name with signature or initials

A7) c. Copy document — corrections need not be authenticated
m Courier and post receipt in respect of the sending of documents

A10) Such document is to be examined only to the extent expressly stated in the credit
otherwise according to UCP 600 sub-article 14 (f) and not under UCP 600 art. 25

m Documents and the need for completion of a box, field or space

A17/ A37) Data to appear in any box, field or space does not necessarily mean is to be
completed
Example: Air waybill : “Accounting Information” or “Handling Information”

m Expressions not defined in UCP 600

Al19) a. “shipping documents” — also include “Courier Receipts, postal Receipts or certificates
of posting evidencing the sending of documents”

Al19) b. “stale documents acceptable” — extended by: “This will also apply when the credit
specifies a period for presentation together with the condition “stale documents acceptable”

Al9) c. “third party documents acceptable” — “all documents for which the credit or UCP
600 do not indicate an issuer, except drafts, may be issued by a named person or entity other
than the beneficiary”

A19) d. “third party documents not acceptable” — “has no meaning and is to be disregarded”
m Language
A21) a. Credit stipulates the language of the documents — documents are to be in that language

A21) b. Credit is silent with respect to the language of the documents — Documents may be
issued in any language

A21) c. Credit allows two or more acceptable languages — Confirming/nominated bank may
restrict the number of acceptable languages

A21) d. Data additional to that required or allowed in the credit — banks do not examine

A21) e. Name of a person or entity, any stamps, legalization, endorsement or similar and
pre-printed text shown on a document may be in a language other than that in the credit

m Originals and Copies
A 29) d. iv. “photocopy of a signed invoice”

» presentation of a photocopy of the original invoice that was apparently signed
» if not prohibited — a signed original invoice

A 31) a. Must an original be signed?
» required by the credit



» required by the document itself
» required as per UCP 600

m Shipping marks, title of documents and combined documents

A32) Credit specifies details of a shipping mark
» documents mentioning shipping mark are to show those details
» need not to be in the same sequence

A41) Credit: document is to cover more than one function:
» as a single document or separate
» t0 be presented in the number of originals and copies as required
» fulfill its function”
Example: Presentation of a Certificate of Quality and quantity:
» presentation of one document
or

» presentation of two separate documents

Invoices
m Title and Issuer of an invoice

Cl) Title:
» all title are possible
» not “provisional”, “pro-forma’ or similar
» Credit: “commercial invoice” title “invoice” sufficient, even containing statement
to be issued for tax purposes

C2) a. Issuer = beneficiary see also UCP 600 art.18 a.i.
b. beneficiary/second beneficiary has changed its name and credit mentions the former name
=> invoice may be issued in the name of the new entity provided indicates “formerly known
as (name of the beneficiary or second beneficiary)” or similar

m Description of the goods in invoices

C5) Additional data in respect of the goods, services or performances are not to refer to a
different nature, classification or category of the goods, services or performance
Example: “Suede Shoes” but not “Imitation Suede Shoes”

“Hydraulic Drilling Rig” but not “Second Hand Hydraulic Drilling Rig”

C8) “trade terms” part of the goods description in the credit => invoice is to indicate that
trade term

Example: “CIF Singapore Incoterms2010” not “CIF Singapore” not “CIF Singapore
Incoterms”

But

“CIF Singapore” also possible “CIF Singapore Incoterms” or “CIF Singapore Incoterms
2010~




Transport documents
m “Multimodal or Combined Transport document” Application of UCP 600 art. 19

DI) c. Credit:
» not requires a presentation of a multimodal transport document however
» clear from routing of the goods that more than one mode of transport to be utilized
=> presented document to be examined according to UCP 600 art.19

Example: Credit indicates a port of loading or discharge with a place which is an inland place
and not a port

m Port of Loading - Port of Discharge
Applicable for multimodal or combined transport document, Bill of Lading, Non-negotiable
Sea Waybill, Charter Party Bill of Lading
Transport document has to indicate the place stated in the credit not needed to indicate country
nor geographical area
Example: Yangon sufficient ,, Myanmar““ and/or ,, Asia“ not necessary
E6) Bill of Lading indicates more than one port of loading
=> {0 evidence a dated on board notation for each port of loading regardless whether
pre-printed “received for shipment” /“shipped on board”

Example: shipment effected from Brisbane and Adelaide => For both port of loading a dated
on board notation necessary

m Corrections and alterations on a transport document according to UCP 600 art. 19 — 25
Correction on a transport document is to be authenticated by:

» For multimodal or combined transport document, Bill of Lading and non-negotiable
See Waybill: carrier, master (captain) or any one of their named agents

» For Charter Party Bill of Lading: master (captain), owner, charterer
» For Air transport document: Carrier

» For Road, Rail or Inland Waterway transport document: Carrier
or
any one of its named agent who may be different from the agent that may have issued or signed
the document provided they are identified as an agent of the carrier or master (captain) or
owner or charterer (in case of Charter Party) as the case may be.

Air Transport Document‘
m Issuance

HS5) c. Carrier: to be identified by its name instead of an IATA airline code not LH but
Lufthansa, not SQ but Singapore Airlines

H13) b. Credit requires “to order” without further naming the entity: goods are to be consigned
to: issuing bank or applicant without need to mention: ,,to order*



Insurance Document and Coverage

m Issuance Date

K10)
» not to indicate that cover is effective from a date later than the date of shipment
» in case date of issuance is later than the date of shipment: insurance document has
to clearly indicate coverage is effective from a date not later than the date of shipment
KIl)

P absence of issuance date or effective date: countersignature date to be deemed as evidence
m [nsurance Document

K20) a. Credit should indicate the name of an insured party and should not require to be issued
,,t0 bearer “ or ,,to order

K 20) b. Credit: insurance document "to order of (named entity)”
“to order” — need not to be indicated mandatory but: named entity is shown as the insured
party or claims payable to it and assignment by endorsement is not expressly prohibited.

K22) no examination of “general terms and conditions”

Certificate of Origin
m [ssuance

L2) Credit requires presentation of a specific form of Certificate of Original e.g. GSP Form
A — means that only that specific form to be presented.

L3) c.i issued by the beneficiary/exporter/manufacturer -> possible also issued by Chamber of
Commerce/ Industry provided the beneficiary/exporter/manufacturer is indicated

L3) c.ii. issued by a Chamber of Commerce: also possible issuance by Chamber of Industry,
Association of Industry , Economic Chamber or the like

Certificates

m Issuance of Certificate, Packing List, Weight List etc
Every named document is possible as long as it fulfills its function by containing the data and
certification required by the credit

Example: Information as of the packing, weight, outcome of the required action, for example
results of the analysis, inspection

m Contents of Analysis, Inspection and other certificates
Q06)
» only a sample of the required goods
» a quantity that is greater than that stated in the credit or any other document

» more hold, compartment or tank numbers than that stated on the Bill of Lading or
Charter Party Bill of Lading



07)
P specific requirements with respect to analysis, inspection eftc.
» with or without stipulation of the document
» data on the certificate or on any other document -> not to conflict

m Consignee and Consignor

Q9) Consignee information
» Not to conflict with the consignee information in the transport document

ETRNTS ETRNTS ETRNTS

In case issued “to order”, “to the order of shipper”, “to order of issuing bank”, “to order
of nominated bank (or negotiating bank)” or “consigned to issuing bank” as consignee: any
entity named in the credit except beneficiary

2.7.3. URDG 758

ICC Rules currently in place for Guarantees

m Uniform Rules for Contract Guarantees (‘“URCG”) - ICC- Publication no. 325 - 1978
m Uniform Rules for Demand Guarantees (‘URDG®) - ICC Publication no. 458 - 1992
m Uniform Rules for Demand Guarantees (‘URDG®) - ICC Publication no. 758 - 2010

Note: versions prior to ICC 758 were never set out of order, therefore they are still valid,
even if not used anymore
Below several of the most important articles are listed — extracted from ICC publication.

Articles 2- 3: Definitions and Interpretations (following the concept in UCP 600 articles 2-3)

Examples: Applicant, Authenticated, Beneficiary, Business Day, Complying Demand,
Counter-Guarantee, Document, Expiry Date, Presentation, Signed, Supporting Statement
Interpretations of terms, article 3 such as: From / Before / Within / First class / well-known
/local

Article 6: Guarantor deals with documents and not with goods, services or performance to
which the documents may relate (same position as UCP 600 article 6)

Article 7: Non - documentary conditions will be deemed as not stated and disregarded
(comparable to UCP 600 article 14h)

Article 8: Content of the instructions to issue a guarantee or amendment must be clear and
precise and without excessive details, (same position as UCP 600 article 8)



All instructions for the issue of guarantees and guarantees themselves should be clear and
precise and should avoid excessive details. It is recommended that all guarantees specify:
a) the applicant;

b) the beneficiary;

c) the guarantor,

d) a reference number or other information identifying the underlying relationship;

e) a reference number or other information identifying the issued guarantee or, in the case
of a counter-guarantee, the issued counter-guarantee;

f the amount or maximum amount payable and the currency in which it is payable;

2) the expiry of the guarantee;

h) any terms for demanding payment;

i) whether a demand or other document shall be presented in paper and/or electronic form;

J) the language of any document specified in the guarantee;

k) the party liable for the payment of any charges

Articles 14 — 18: Rules for Presentations and Demands
Comprehensive paragraphs, which represent one major new block of URDG 758 stipulating
ia.

m The guarantee must state where it is available and the place for presentation

m A presentation consists on a demand and - if required — complying and accompanying
documents

m The beneficiary is entitled to payment upon presentation of a complying demand without the
need to seek the applicant’s approval

m Must contain within itself or another document an indication of the respect in which the ap-
plicant is in breach ( similar to article 20 URDG 458)

m [nformation of instructing party about demand or extension of expiry of the guarantee to
be given without delay

m Partial and multiple demands may be made. Supporting documents must be consistent with
the demand

Articles 19 — 20: Rules for Examination of a presentation

If a presentation of a demand does not indicate that it is to be completed later, Guarantor
within five days following the day of presentation, shall examine a demand and determine if it
is a complying demand.

m Rule clarifies article 10a URDG 458 which stipulated “ Reasonable time” for examination,
follows UCP 600 article 14 b

m Presentation will be examined and determined on the basis whether it appears compliant on
its face. Similar to UCP 600 article 14a

m Data in documents presented need not to be identical but shall not conflict with each other

m A document that is not required will be disregarded



Article 23: Rule for Extend or pay

Where a complying demand includes, as an alternative, a request to extend the expiry, the
guarantor may suspend payment for a period not exceeding 30 calendar days following its
receipt of a demand

m Guarantor is not obliged to follow such a request

Article 24: Rule for Non-complying demand
Comprehensive paragraph stipulating i.a.

m when a guarantor rejects a demand, it shall give a single notice not later than 5 business
days following the day of presentation to that effect to the presenter of the demand. The notice
shall state:

» that the guarantor is rejecting the demand, and

» cach discrepancy for which the guarantor rejects the demand

m Risk of conflict of interests for guarantor acting “between” applicant and beneficiary

m May help and assist beneficiary to make his demand “compliant”

Article 25: Rule for Reduction and Termination
Comprehensive paragraph stipulating i. a. in section c:

m “Ifthe guarantee...states no expiry date or expiry event, the guarantee shall terminate after
the lapse of three years from the date of issue...”

m Practical relevance yet to be proven in particular in business with public and / or state
(owned) authorities, organization and entities

m Risk of collision with applicable and relevant local law

Article 26: Rule of Force Majeure
New and comprehensive paragraph stipulating i.a.:

m Cases of Force Majeure such as “acts of God, riots, civil commotions, war, act of terrorism
or any causes beyond the control of the guarantor *

m Extension of guarantee for a period of 30 calendar days if the guarantee had expired at a
time when presentation ... would have been prevented by Force Majeure

m The instructing party (and the guarantor) shall be bound by any extension

m Unlike in UCP 600 article 36 the risk and burden of Force Majeure is now put on instructing
party and guaranteeing bank

m Higher credit risk for guaranteeing bank

m But no theoretical open-ended commitment as in ISP 98 3.14a
Articles 27 — 29: Rules of disclaimer

No liability of guarantor or responsibililty for content, make up, genuinuess, effectiveness of
documents or signatures on documents



m No liability of guarantor or responsibililty for content, make up, handling, loss, delay in
transmitting or translating of documents

m No liability of guarantor or responsibililty for acts or services of another party or person
being instructed to use their service.

Article 33: Rule of Transfer of guarantee and assignment of proceed,
New and comprehensive paragraph stipulating i.a.:

m Possibility of transfer of a guarantee to a “new beneficiary” as transferee
m with all rights and obligations out of the guarantee

m Rule clarifies URDG 458 article 4 and follows UCP 600 article 39 with regard of assignment
of proceeds

Articles 34 — 35: Rules of Governing Law and Jurisdiction
URDG 758 does not overrule local law and / or jurisdiction

m Unless otherwise provided the applicable law and jurisdiction is linked to the location of the
guarantor’s branch or office

2.7.4. ISP98

The International Standby Practices 1998 (ISP98) of the ICC (Publication 590), which are
rules for Standby Letter of Credits, are effective since 1999.

ISP98 was designed to facilitate the domestic and international use of standby letters of
credit

Below several of the most important articles are listed — extracted from ICC publication.

Rule 1 — General Provisions — general provisions

Rule 1.06 — Nature of Standby

m A standby is an irrevocable, independent, documentary and binding undertaking when
issued and need not so state.

m Because a standby is irrevocable, an issuer s obligations under a standby cannot be amended
or cancelled

By the issuer except as provided in the standby or as consented to by the person against whom
the amendment or cancellation is asserted.
irrevocable and need not so state.

An ISP 98 Standby need not state that it is irrevocable or that the issuer’s obligations are
independent and not

Conditioned on payment by applicant or anyone else. ISP98 Rule 1.06 makes clear that these
attributes are part
of the nature of standby L/Cs
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Rule 1 — General Provisions — Terminology

Rule 1.09
(a) Definitions:

m “Applicant” is a person who applies for issuance of a standby or for whose account it is
issued, and includes
a person applying in its own name but for the account of another person or (ii) an issuer acting
for its own account.

m “Beneficiary” is a named person who is entitled to draw under a standby.

m “Business day” means a day on which the place of business at which the relevant act is to
be performed is regularly open; and

m “Banking day” means a day on which the relevant bank is regularly open at the place at

which the relevant act is to be performed.

m “Confirmer” is a person who, upon an issuer’s nomination to do so, adds to the issuers
undertaking its own undertaking to honour a standby.

m “Demand” means, depending on the context, either a request to honour a standby or a docu-
ment that makes such request.

m “Document” means a draft, demand, document of title, investment security, invoice, certificate
of default, or any other representation of fact, law, right, or opinion, that upon presentation
(whether in a paper or electronic medium), is capable of being examined for compliance with
the terms and conditions of a standby.

m “Drawing” means, depending on the context, either a demand presented or a demand
honoured.

m “Expiration date” means the latest day for a complying presentation provided in a standby.

m “Person” includes a natural person, partnership, corporation, limited liability company,
government agency, bank, trustee, and any other legal or commercial association or entity.

m “Presentation” means, depending on the context, either the act of delivering documents for
examination under a standby or the documents so delivered.

m “Presenter” is a person who makes a presentation as or on behalf of a beneficiary or

nominated person.

m “Signature” includes any symbol executed or adopted by a person with a present intent to
authenticate a document.

Rule 1.10 - Redundant or otherwise undesirable terms

m A standby should not or need not state that it is:
(i) unconditional or abstract (if it does, it signifies
(ii) absolute (if it does, it signifies merely that it is
(iii) primary (if it does, it signifies merely that it is the



(iv) payable from the issuer s own funds (if it does, it signifies merely that payment
under it does not depend on the availability of applicant funds and is made
to satisfy the issuer s own independent obligation),

v) clean or payable on demand (if it does, it signifies merely that it is payable
upon presentation of a written demand or other documents specified in the standby).

m A standby should not use the term “and/or” (if it does it means either or both).

m The following terms have no single accepted meaning:

(i) and shall be disregarded: callable”, “divisible”, “fractionable”, “indivisible”,
and “transmissible”.

’

(ii) and shall be disregarded unless their context gives them meaning: “assignable”,

»

“evergreen”, “reinstate”, and “revolving”.
Rule 3 — Presentation

Rule 3.01 - Complying presentation under a standby

A standby should indicate the time, place and location within that place, person to whom, and
medium in which presentation should be made. If so, presentation must be so made in order
to comply.

10 the extent that a standby does not so indicate, presentation must be made in accordance with these
Rules in order to be complying.

Rule 3.05 - When timely presentation made ?

m A presentation is timely if made at any time after issuance and before expiry on the expiration
date.

m A presentation made after the close of business at the place of presentation is deemed to
have been made on the next business day.

Rule 3.07 — Separateness of each presentation

m Making a non-complying presentation, withdrawing a presentation, or failing to make any
one of a number of scheduled or permitted presentations does not waive or otherwise prejudice
the right to make another timely presentation or a timely re-presentation whether or not the
standby prohibits partial or multiple drawings or presentations.

Rule 3.08 — Partial drawing and multiple presentations, amount of drawings
m A presentation may be made for less than the full amount available (“partial drawing”).
m More than one presentation (“multiple presentations”’) may be made.

m The statement “partial drawings prohibited” or a similar expression means that a presentation
must be for the full amount available.

m The statement “multiple drawings prohibited” or a similar expression means that only one



presentation may be made and honoured but that it may be for less than the full amount
available.

m [f a demand exceeds the amount available under the standby, the drawing is discrepant. Any
document other than the demand stating an amount in excess of the amount demanded is not
discrepant for that reason.

m Use of “approximately”, “about”, “circa”, or a similar word permits a tolerance not to
exceed 10 per cent more or 10 per cent less of the amount to which such word refers.

Rule 3.11 - Issuer waiver and applicant consent to waiver of presentation rules

In addition to other discretionary provisions in a standby or these Rules, an issuer may, in its sole
discretion, without notice to or consent of the applicant and without effect on the applicant’s
obligations to the issuer, waive:

m the following Rules and any similar terms stated in the standby which are primarily for the
issuer s benefit or operational convenience:
(i) treatment of documents received, at the request of the presenter, as having been
presented at a later date (Rule 3.02);
(ii) identification of a presentation to the standby under which it is presented (Rule
3.03(a);
(iii) where and to whom presentation is made (Rule 3.04(b), (c), and (d)), except the
country of presentation stated in the standby; or
(iv) treatment of a presentation made after the close of business as if it were made on
the next business day (Rule 3.05(b)).

Rule -3.12 - Original standby lost, stolen, mutilated, or destroyed

m [f an original standby is lost, stolen, mutilated, or destroyed, the issuer need not replace it
or waive any requirement that the original be presented under the standby.

m [f'the issuer agrees to replace an original standby or to waive a requirement for its presenta-
tion, it may provide a replacement or copy to the beneficiary without affecting the applicant s
obligations to the issuer to reimburse, but, if it does so, the issuer must mark the replacement
or copy as such. The issuer may, in its sole discretion, require indemnities satisfactory to it
from the beneficiary and assurances has been made.

Rule 3 — Closure on expiry date

Rule 3.13 — Expiration date on a non-business day
(a) If the last day for presentation stated in a standby (whether stated to be the expiration
date or the date by which documents must be received) is not a business day of the
issuer or nominated person where presentation is to be made, then presentation
made there on the first following business day shall be deemed timely.



Rule 3.14 — Closure on a business day and authorization of another reasonable place for
presentation
(a) If on the last business day for presentation the place for presentation stated in a
standby is for any reason closed and presentation is not timely made because of the
closure, then the last day for presentation is automatically extended to the day occurring
thirty calendar days after the place for presentation re-opens business, unless the
standby otherwise provides.

Rule 4 — Examination

Rule 4.02 - Non-examination of extraneous documents

Documents presented which are not required by the standby need not be examined and, in any event,
shall be disregarded for purposes of determining compliance of the presentation. They may without
responsibility be returned to the presenter or passed on with the other documents presented.
Rule 4.03 - Examination for inconsistency

An issuer or nominated person is required to examine documents for inconsistency with each
other only to the extent provided in the standby.

Rule 4.04 - Language of documents
The language of all documents issued by the beneficiary is to be that of the standby.

Rule 4.05 — Issuer of documents

Any required document must be issued by the beneficiary unless the standby indicates that the
document is to be issued by a third person or the document is of a type that standard standby
practice requires to be issued by a third person.

Rule 4.06 - Date of documents

The issuance date of a required document later than the date of its presentation.

Rule 4.07 - Required signature on a document

m A required document need not be signed unless the standby indicates that the document must
be signed or the document is of a type that standard standby practice requires be signed.

m A required signature may be made in any manner that corresponds to the medium in which
the signed document is presented.




Y ¢

Rule 5 — Notice, Preclusion and Disposition of Documents

Rule 5.01 - Timely notice of dishonor

m Notice of dishonour must be given within a time after presentation of documents which is
not unreasonable.

(i) Notice given within three business days is deemed to be not unreasonable and
beyond seven business days is deemed to be unreasonable.

(ii) Whether the time within which notice is given is unreasonable does not depend upon
an imminent deadline for presentation.

(iii) The time for calculating when notice of dishonor must be given begins on the
business day following the business day of presentation.

(iv) Unless a standby otherwise expressly states a shortened time within which notice
of dishonour must be given, the issuer has no obligation to accelerate its examination
of a presentation.

Rule 7: Cancellation

Rule 7.01 - When an irrevocable standby is cancelled or terminated

A beneficiary s rights under a standby may not be cancelled without its consent. Consent may
be evidenced in writing or by an action such as return of the original standby in a manner
which implies that the beneficiary consents to cancellation. A beneficiary's consent to
cancellation is irrevocable when communicated to the issuer.

Rule 7.02 - Issuer s discretion regarding a decision to cancel

Before acceding to a beneficiary s authorization to cancel and treating the standby as cancelled
for all purposes, an issuer may require in a manner satisfactory as to form and substance:

m the original standby;

m verification of the signature of the person signing for the beneficiary;,

m verification of the authorization of the person signing for the beneficiary;,
m a legal opinion;

m an irrevocable authority signed by the beneficiary for cancellation that includes statements,
covenants, indemnities, and similar provisions contained in a required form,;

m satisfaction that the obligation of any confirmer has been cancelled;
m satisfaction that there has not been a transfer or payment by any nominated person; and

m any other reasonable measure.



Rule 9: Timing

Rule 9.01 - Duration of standby
A standby must:
W contain an expiry date; or

W permit the issuer to terminate the standby upon reasonable prior notice or payment.

Rule 9.02 - Effect of expiration on nominated person

The rights of a nominated person that acts within the scope of its nomination are not affected
by the subsequent expiry of the standby.

Rule 9.03 - Calculation of time

m A period of time within which an action must be taken under these Rules begins to run on
the first business day following the business day when the action could have been undertaken
at the place where the action should have been undertaken.

m An extension period starts on the calendar day following the stated expiry date even if either
day falls on a day when the issuer is closed.
Rule 9.04 - Time of day of expiration

If no time of day is stated for expiration, it occurs at the close of business at the place of
presentation.

Rule 9.05 - Retention of standby

Retention of the original standby does not preserve any rights under the standby after the right
to demand payment ceases.

2.7.5. URC522

There is no legal framework for documentary collections, but all banks involved commit
themselves to the Uniform Rules for Collections (URC) published by the ICC. The latest
revision is valid since 19 96 — being the URC 522.

Below several of the most important articles are listed — extracted from ICC publication.
General Provisions and Definitions

Article 1 — Application of URC 522

b) Banks shall have no obligation to handle either a collection or any collection instruction or
subsequent related instructions.

¢) If a bank elects, for any reason, not to handle a collection or any related instructions
received by it, it must advise the party from whom it received the collection or the instructions
by telecommunication or, if that is not possible, by other expeditious means, without delay.



Article 2 — Definition of Collection
For the purposes of these articles:

b) “Documents” means financial documents and/or commercial documents
i) “Financial documents” means bills of exchange, promissory notes, cheques, or other
similar instruments used for obtaining the payment of money;
ii) “Commercial documents” means invoices, transport documents, documents of title or
other similar documents, or any other documents whatsoever, not being financial documents.

Article 3 — Parties to a collection

a)For the purposes of these Articles the “parties thereto” are:

i: the “principal” who is the party entrusting the handling of a collection to a bank;

ii: the “remitting bank” which is the bank to which the principal has entrusted the handling
of a collection;

iii: the “collecting bank” which is any bank, other than the remitting bank, involved in
processing the collection;

iv: the “presenting bank” which is the collecting bank making presentation to the drawee.
b) The “drawee” is the one to whom presentation is to be made in accordance with the collection
instruction.

Article 4 — Collection Instructions

a) i: All documents sent for collection must be accompanied by a collection instruction indicating
that the collection is subject to URC 522 and giving complete and precise instructions. Banks
are only permitted to act upon the instructions given in such collection instruction, and in
accordance with these Rules.

ii: Banks will not examine documents in order to obtain instructions.

iii: Unless otherwise authorised in the collection instruction, banks will disregard any instructions
from any party/bank other than the party/bank from whom they received the collection.

Form of Presentation

Article 5 — Presentation

b) The collection instruction should state the exact period of time within which any action is
to be taken by the drawee. Expressions such as “first”, “prompt”, “immediate”, and the like
should not be used in connection with presentation or with reference to any period of time
within which documents have to be taken up or for any other action that is to be taken by the
drawee. If such terms are used banks will disregard them.

Article 7 — Release of Commercial Documents
Documents Against Acceptance (D/A) vs. Documents Against Payment (D/P)

a) Collections should not contain bills of exchange payable at a future date with instructions
that commercial documents are to be delivered against payment.



b) If a collection contains a bill of exchange payable at a future date, the collection instruction
should state whether the commercial documents are to be released to the drawee against
acceptance (D/A) or against payment (D/P). In the absence of such statement commercial
documents will be released only against payment and the collecting bank will not be responsible
for any consequences arising out of any delay in the delivery of documents.

¢) If a collection contains a bill of exchange payable at a future date and the collection instruction
indicates that commercial documents are to be released against payment, documents will be
released only against such payment and the collecting bank will not be responsible for any
consequences arising out of any delay in the delivery of documents.

Article 8 — Creation of Documents

Where the remitting bank instructs that either the collecting bank or the drawee is to create
documents (bills of exchange, promissory notes, trust receipts, letters of undertaking or other
documents) that were not included in the collection, the form and wording of such documents
shall be provided by the remitting bank, otherwise the collecting bank shall not be liable or
responsible for the form and wording of any such document provided by the collecting bank
and/or the drawee.

Liabilities and Responsibilities

Article 10 — Documents vs. Goods, Services

a) Goods should not be despatched directly to the address of a bank or consigned to or to the
order of a bank without prior agreement on the part of that bank.

Nevertheless, in the event that goods are despatched directly to the address of a bank or consigned
to or to the order of a bank for release to a drawee against payment or acceptance or upon
other terms and conditions without prior agreement on the part of that bank, such bank shall
have no obligation to take delivery of the goods, which remain at the risk and responsibility of
the party despatching the goods.

Article 15 — Force Majeure

Banks assume no liability or responsibility for consequences arising out of the interruption of
their business by Acts of God, riots, civil commotions, insurrections, wars, or any other causes
beyond their control or by strikes or lockouts.

Payment

Article 16 - Payment without delay

a) Amounts collected (less charges and/or disbursements and/or expenses where applicable)
must be made available without delay to the party from whom the collection instruction was
received in accordance with the terms and conditions of the collection instruction.

b) Notwithstanding the provisions of sub-Article 1(c), and unless otherwise agreed, the collecting
bank will effect payment of the amount collected in favour of the remitting bank only.



Article 17 — Payment in local currency

In the case of documents payable in the currency of the country of payment (local currency),
the presenting bank must, unless otherwise instructed in the collection instruction, release the
documents to the drawee against payment in local currency only if such currency is immediately
available for disposal in the manner specified in the collection instruction.

Article 18 — Payment in foreign currency

In the case of documents payable in a currency other than that of the country of payment (foreign
currency), the presenting bank must, unless otherwise instructed in the collection instruction,
release the documents to the drawee against payment in the designated foreign currency only
if such foreign currency can immediately be remitted in accordance with the instructions given
in the collection instruction.

Article 19 — Partial Payments

a) In respect of clean collections, partial payments may be accepted if and to the extent to
which and on the conditions on which partial payments are authorised by the law in force in
the place of payment. The financial document(s) will be released to the drawee only when full
payment thereof has been received.

b) In respect of documentary collections, partial payments will only be accepted if specifically
authorised in the collection instruction. However, unless otherwise instructed, the presenting
bank will release the documents to the drawee only after full payment has been received, and
the presenting bank will not be responsible for any consequences arising out of any delay in
the delivery of documents.

¢) In all cases partial payments will be accepted only subject to compliance with the provisions
of either Article 17 or Article 18 as appropriate. Partial payment, if accepted, will be dealt
with in accordance with the provisions of Article 16.

Interest, Charges and Expenses

Article 21 — Charges and Expenses

a) If the collection instruction specifies that collection charges and/or expenses are to be for
account of the drawee and the drawee refuses to pay them, the presenting bank may deliver the
document(s) against payment or acceptance or on other terms and conditions as the case may
be, without collecting charges and/or expenses, unless sub-Article 21(b) applies. Whenever
collection charges and/or expenses are so waived they will be for the account of the party from
whom the collection was received and may be deducted from the proceeds.

b) Where the collection instruction expressly states that charges and/or expenses may not be
waived and the drawee refuses to pay such charges and/or expenses, the presenting bank will not
deliver documents and will not be responsible for any consequences arising out of any delay in
the delivery of the document(s). When payment of collection charges and/or expenses has been
refused the presenting bank must inform by telecommunication or, if that is not possible, by other
expeditious means without delay the bank from which the collection instruction was received.



¢) In all cases where in the express terms of a collection instruction or under these Rules,

disbursements and/or expenses and/or collection charges are to be borne by the principal, the
collecting bank(s) shall be entitled to recover promptly outlays in respect of disbursements,

expenses and charges from the bank from which the collection instruction was received, and
the remitting bank shall be entitled to recover promptly from the principal any amount so paid
out by it, together with its own disbursements, expenses and charges, regardless of the fate of
the collection.

d) Banks reserve the right to demand payment of charges and/or expenses in advance from the
party from whom the collection instruction was received, to cover costs in attempting to carry
out any instructions, and pending receipt of such payment also reserve the right not to carry
out such instructions.

Other Provisions

Article 24 — Protest

The collection instruction should give specific instructions regarding protest (or other legal
process in lieu thereof), in the event of non-payment or non-acceptance. In the absence of such
specific instructions, the banks concerned with the collection have no obligation to have the
document(s) protested (or subjected to other legal process in lieu thereof) for non-payment
or non-acceptance. Any charges and/or expenses incurred by banks in connection with such
protest, or other legal process, will be for the account of the party from whom the collection

instruction was received.




2.8. Correspondent Banking

If bank’s customer wants to transfer (remit) money to his counterpart, who is located
in another country this has to happen — irrespective of the currency - via the involvement
of a correspondent bank in the country of beneficiary.

In the relationship between the bank and the correspondent bank you talk about
Vostro accounts and Nostro accounts. Whether it is called Vostro or Nostro account
depends on the view.

The account the bank holds with a correspondent bank in a foreign country and in the
currency of that country is called Nostro account. Same account from the view of the
correspondent bank is Vostro account. The account which a foreign bank holds with
your bank in MMK is a Vostro account for you.

If the bank has correspondent relationship with the bank abroad, then the bank credits
its NOSTRO account with the amount to be transferred. The remittance is usually
done via SWIFT MT103. After receipt of the MT103 the correspondent bank withdraws
the amount from his account and transfers it to beneficiary’s account.



General Topics n

Structure of MT 103

Tag Field Name

=<

20 Sender's Reference

13C | Time Indication

23B | Bank Operation Code

23E | Instruction Code

26T | Transaction Type Code

32A | Value Date/Currency/Interbank Settled Amount
33B | Currency/Instructed Amount

36 Exchange Rate

50a | Ordering Customer

51A | Sending Institution

52a | Ordering Institution

53a | Sender's Correspondent

54a | Receiver's Correspondent

55a Third Reimbursement Institution

56a | Intermediary Institution
57a | Account With Institution
59a | Beneficiary Customer

70 Remittance Information
71A | Details of Charges

71F | Sender's Charges

71G | Receiver's Charges

O OO0 0= 000OO0OO0O0OO0OE=<ZOoOOoOEZKOoOOoOTZCcCDOo

72 Sender to Receiver Information

@] 77B | Regulatory Reporting
M = mandatory
O = optional

If the banks between which the funds have to be transferred do not have a NOSTRO/
VOSTRO relationship a third bank needs to be involved. This is usually a bank who
has an accounting relationship with both involved banks and acts as an intermediary
between these two banks to transfer money.

In this scenario in addition to the MT103 and MT202 is sent to such intermediary bank
requesting it to remit the cover for the MT103 to the recipient bank.
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Structure of MT 202

Tag Field Name
Transaction Reference Number

<

21 Related Reference

13C | Time Indication

32A | Value Date, Currency Code, Amount

52a | Ordering Institution

53a | Sender's Correspondent

54a | Receiver's Correspondent

56a | Intermediary

57a | Account With Institution

S 00000 O0OKL

58a [ Beneficiary Institution

o

Sender to Receiver Information
End of Sequence A General Information

Mandatory Sequence B Underlying Customer Credit Transfer Details

Ordering Customer

52a | Ordering Institution

56a | Intermediary Institution

57a | Account With Institution

59a [ Beneficiary Customer

70 Remittance Information

72 Sender to Receiver Information

Currency/Instructed Amount

End of Sequence B Underlying Customer Credit Transfer Details
M = mandatory
O = optional




2.9. Collateral

Collateral is usually property or other assets of a borrower that he offers to a lender to
secure a loan. If the borrower cannot fulfil the required loan payments, the lender can
utilize the collateral to recover his losses. Loans secured by collateral have usually
lower interest rates than those without collateral, since the lender has a security in
case the borrower fails to pay back the loan.

Typical forms of accepted collateral are:

m Cash

m Gold (and other precious metals)

m Real estate / Property / Land

m Commodities / warehouse receipts / cargo

m Equities / Covered Bonds / Corporate Bonds /Commercial Papers
m Mortgage-backed securities (MBSs)

m Government securities

m Letters of credit/guarantees

For Myanmar not all of the above types of collateral can be used for the time being.
In Myanmar most loans are fully covered by collateral, oftentimes up to 200% of the
loan value. The types of collateral accepted by the Central Bank are limited to land
and buildings, cash, gold as well as some agricultural products.






The subsequent chapters describe the different trade products and give an overview
on the lifecycle of each product from processing point of view.

3. Trade Products

3.1. Collections

3.1.1. Definition of Collections

Acallection is a process, in which the Exporter instructs his bank to forward certain documents
related to the export of goods (can be either payment papers plus commercial documents or
only commercial documents) to the Importer’s bank (Collecting Bank) with a request to
present these documents to the Importer against one of the following conditions:

m Documents against payment (immediately “at sight” of the documents)
m Documents against acceptance (payment only at due date by accepting a draft)

Note: There is also an option of combining the two conditions above (e.g. 20% against
payment and 80% against acceptance)

Two types of Collections:

Clean Collections — only payment papers like bill of exchange, cheques, receipts
or similar payment papers are sent for collection, without accompanying commercial
documents.

Documentary Collections — in addition to payment papers also commercial documents
are sent for collection or only commercial documents are sent for collection.

The following chapter will focus on the documentary collections.

3.1.2. Advantages and Disadvantages
Advantages for the Exporter:

m Low costs Payment — especially in case of Documents against Payment Collections
— is received quicker compared to open account payments.

Disadvantage for the Exporter:

m Risk that the Importer does not honour the documents.

Advantages for the Importer:
m Lower costs than for L/C.

m He needs to effect payment only against documents which evidence that the goods
are shipped.

m He has to possibility to sell the goods already on basis of the documents.



Disadvantage for the Importer:

m Shorter payment term and higher costs compared to open account payment.
m He has to pay prior to receipt of the goods.

m How is Documentary Collection different from an L/C or Open Account?

Unlike a letter of credit, the bank does not assume any liability to pay if the buyer does
not want or is unable to pay. Compared to open account sales, the documentary collection
offers more security to the seller, but less than a letter of credit.

Terminology commonly used in documentary collections:

Remitting Bank: In a documentary collection, the remitting bank is the bank that
forwards the exporter’'s documents overseas to the buyer’s bank (presenting bank)
for collection. The remitting bank also receives the payments from collecting bank.

Presenting Bank: Any bank, other than the remitting bank, that is involved in processing
a collection. In the terminology of documentary collection the collecting bank is the
bank to which the importer has entrusted the handling of a collection, which is usually
his bank of account. In a documentary collection the presenting bank is sometimes
also called collecting bank.

Exporter: In a documentary collection, the exporter is the seller (sometimes also
called drawer or principle)

Importer: In a documentary collection, the importer is the buyer (sometimes also
called drawee or payee)

Draft: A document signed by a drawer to a drawee requesting payment to a third party
at a specified due date in the future.

Note: The following description of the process flow of a documentary collection shows
the involvement of both, remitting and presenting bank, since any bank, depending
on the role of their customer within a trade, can be servicing their customers as either
remitting or presenting bank.
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Process description of both conditions by steps:

1) The buyer and seller agree on the terms of sale, shipping dates, etc., and that payment
will be made based on a documentary collection.

2) The exporter arranges for the shipping of goods (e.g. to the port/airport of departure).

3) The exporter receives the necessary documentation such as transport document,
etc.

4) The exporter delivers the documents and application for collection to his bank
(Remitting Bank).
The application form must be duly signed and contain the following:

» Full name and address of Importer

» Full name and address of Collecting Bank

» Currency & Amount

» Goods and shipment details

» Specification of documents and number of each

» Delivery against payment or acceptance

» How documents to be sent (courier, registered etc.)

» Reference to “Uniform Rules for Collections” issued by ICC
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6) The presenting bank, on receipt of documents, has to do the following steps:

» Embargo Check on all parties in the transaction

» Check whether set of documents are complete and as stated in the
collection order

» Inform customer about the receipt of collection order and its terms which
can be either “Documents against payment” or “Documents against acceptance”
» Send Acknowledge to presenting bank via Swift message MT410 which is
described below:

Structure MT410

Field Name
M 20 Sending Bank's TRN
M 21 Related Reference
M 32a | Amount Acknowledged
(0] 72 Sender to Receiver Information
M = mandatory
O = optional

Up to step 6 the process is exactly the same for both options “Documents against
Payment” and “Documents against Acceptance”. On the next pages the different
subsequent steps for both options will be described:

Option 1: “Documents against Payment”

7a) Client sends an Order to Honor Documents to Presenting Bank which triggers that
the Presenting Bank will debit the importer and hand over the documents to him.

Structure MT400

Tag Field Name
M 20 Sending Bank's TRN
M 21 Related Reference
M 32a | Amount Collected
Y 33A | Proceeds Remitted
O 52a | Ordering Bank
(0] 53a | Sender's Correspondent
(0] 54a | Receiver's Correspondent
(0] 57a | Account With Bank
(0] 58a | Beneficiary Bank




71B | Details of Charges

72 Sender to Receiver Information

73 Details of Amounts Added
M = mandatory
O = optional

7b) Upon receipt of documents the importer can subsequently utilize them to obtain
the goods.

8) The Presenting Bank sends payment via MT400 to Remitting Bank.
9) The remitting bank will subsequently credit the funds to the exporter.

Note: Partial payment is possible, if allowed in the collection order. If collection order
does not foresee partial payment and Remitting bank receives only partial amount, the
bank must obtain the consent of the exporter that he accepts the partial payment.

Option 2: “Documents again Acceptance”

7a) Client sends an Order to Honor Documents / Acceptance to Presenting Bank
which triggers that the Presenting Bank will hand over the documents to the importer.

7b) Upon receipt of documents the importer can subsequently utilize them to obtain
the goods.

8) The Presenting Bank will send an Advice of Acceptance via MT412 to Remitting
Bank.

Structure of MT412

Field Name
M 20 Sending Bank's TRN
M 21 Related Reference
M 32A | Maturity Date, Currency Code, Amount Accepted
(0] 72 Sender to Receiver Information
M = mandatory
O = optional

9) On due date only the Presenting Bank debits the importer.

10) On due date only the Presenting Bank sends payment via MT400 to Remitting
Bank (see structure of MT400 in example above).

11) The remitting bank will subsequently credit the funds to the exporter.

Note: Partial payment is possible, after advice of acceptance partial payments are
always allowed. However may the draft only be handed out after payment of the
complete amount.
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Exception handling:

If the customer does not pay or does not take up the documents, the Remitting Bank
is informed by the Presenting Bank via MT 416.

Structure MT416

Tag Field Name
M 20 Sender's Reference
M 21 Related Reference
(0] 23E | Advice Type
(0] 51A | Sending Institution
(0] 53a | Sender's Correspondent
(0] 71F | Sender's Charges
O 77A | Reason for Non-Payment/Non-Acceptance

M = mandatory
O = optional




3.2. Documentary Letters of Credit

3.2.1. Definition of a Letter of Credit (L/C)

A Letter of Credit is an instrument which secures the payment to the exporter if the
conditions of the L/C are fulfilled and documents presented are in strict conformity
with the L/C

As such, the purpose of a letter of credit is:

m To secure the payment of goods shipped by the exporter as they want to keep control
and ownership of their goods until the full payment is received.

m To secure that the payment for goods will only be made after receipt of documents
at the bank representing the shipment of the goods.

A Letter of Credit by its nature is an own transaction/contract separate from the sale
or other contract on which it may be based on. In documentary credit operations all
involved parties deal only in documents.

Obligation of the issuing bank to pay at sight, assume a deferred payment obligation
or accept a bill of exchange
» up to a stated amount in a stated currency
» in favor of the beneficiary (importer)
» within a stated time (L/C validity)
» provided that certain documents are presented and all credit terms are
complied with by the beneficiary
A documentary credit is not...
» A contract between an importer and exporter
» A guarantee that the exporter will definitely receive payment
» A guarantee that the importer will receive the goods he ordered

3.2.2. Advantages and Disadvantages
Advantages for the exporter:

m Bank liability: the issuing and, in case of a confirmed L/C, the confirming bank is in
an irrevocable undertaking to take up the documents provided that all terms and
conditions of the L/C are fully complied with. Therefore, the exporter is not concerned
with the importer importer’s and (if the L/C is confirmed) the issuing bank’s credit
standing or ability to pay.

m Credit function: Deferred payment claims can be discounted / forfeited before
maturity.

Disadvantage for the exporter:

m More expensive than clean payments or documentary collections (but represents
the lowest risk).



Advantage for the importer:

m He has a proof that the goods are shipped.

Disadvantage for the importer:
m Issuance of the L/C consumes credit lines.

3.2.3. Important Principles

In order for the exporter and importer to fully profit from all of the advantages of the
letter of credit, the following principles for the handling of letters of credit must be
considered:

m For the parties of the L/C, only the terms and conditions of the letter of credit apply
when handling L/C business.

m The handling of letters of credit are fully detached from the underlying contract or
other underlying agreements.

m Side agreements cannot be taken into consideration in L/C business.

m Payment or acceptance is made only against presentation of documents in compliance
with the terms and conditions of the L/C.

m The parties of the L/C deal only with documents (not with goods).

m The compliance of the terms and conditions of the letter of credit is determined only
on the basis of checking the documents.

m Notices of defects of the goods are to be settled exclusively between the importer
and exporter directly.

m The bank does not control whether the delivered goods correspond to the goods
that are required in the letter of credit.

m The terms and conditions of the letter of credit should be complete and exact and
should not contain too extensive details.

m Banks do not assume any liability for the authenticity, form or legal effectiveness of
the documents presented under letters of credit.

m Banks do not assume any liability for the consequences arising out of delays and/or
losses in transit of messages, letters or documents (mail transit risk).

Basic Details:

The basic details of the letter of credit should be fixed at the time of signing the contract
in order to avoid discussions at a later time:

m Irrevocable letter of credit.
m Through which bank is the letter of credit to be advised and possibly confirmed.
m Until which date must the L/C be advised to the exporter.



m The time period must be sufficient for issuance and presentation of documents after
shipment of goods.

m The date and place of expiry. (the validity for presentation of documents):

m The presentation period after the date of shipment:
if there is no specification in the L/C = 21 days, but within the validity of the L/C.

m Latest date of shipment.
m Exact name and address of all of the parties, i.e. applicant and beneficiary.

m The L/C amount and currency, and if applicable including a specification of the
amount, e.g. ,up to“ or ,+/- X %“ ...

m Available with ... (bank)
“available with the advising bank” is advantageous for the exporter.

m Available by ... (payment, deferred payment, if applicable drafts at ..., drawn on ...

m Partial shipments (allowed / not allowed)
if there is no specification in the L/C = partial shipments are allowed.

m Transshipment (allowed / not allowed)
if there is no specification in the L/C = transshipments are allowed.

m Shipment from ... to ...
Places of shipment should leave as many options open as possible:
e.g. “any European port”.

m The description of goods or services / INCOTERM
should be as precise and clear as possible, and free from excessive details.

m Documents to be presented. (e.g. invoice, transport document)
m Payment of bank charges are for the account of (split/applicant/beneficiary)

m Any other special conditions.
3.2.4. Types of Documentary Letters of Credit

Irrevocable Letter of Credit

Commitment by an issuing bank to pay the accepting bank the specified amount in the
specified currency, if the conditions from the L/C document are met in the required
timeframe. The irrevocable L/C cannot be canceled and neither can its terms be
amended without the beneficiary’s written approval. The strong security of the irrevocable
letter of credit is also the main reason why they are dominantely used on the market
and the revocable L/C have no longer a relevance in the daily business.

Advised Letter of Credit (Unconfirmed L/C)
The bank advises the Letter of Credit without any own obligation.



Confirmed Letter of Credit

For the beneficiary this means that he has two recognitions of liability: the issuing
bank and the confirming bank.

A confirmed L/C
m is an undertaking of two banks to pay (the issuing bank and the confirming bank)
m takes over the bank and country risks from the beneficiary

However, before the confirming bank assumes such obligation the following criteria
must be fulfilled:

m The L/C must clearly instruct or authorize “may add” the correspondant bank to add
his confirmation.

m The L/C must be available at the confirming bank

m The contents of the L/C must be unambigious and should not contain any conditions
that allow the importer to prevent the terms of the L/C to be fulfilled.

Silent Confirmation

m There is no confirmation request from the issuing bank, therefore, the usual responsibility
of the issuing bank to the confirming bank is missing.

m Is a bilateral arrangement between the “confirming bank” and the beneficiary in which
the “confirming bank” gives its conditional guarantee of payment to the beneficiary.

m L/C must be payable with the advising bank.
m It is not covered by UCP.

3.2.5. Differentiation of Letter of Credits by Payment Terms

m Sight L/C
Upon presentation of conform document payment is effected “at sight”.

m Usance L/C
Payment is not effected upon presentation of conform document but only at a later
point of time as indicated in the letter of credit: e.g. 30 days after sight, 90 days after
Bill of Lading date
» Against acceptance
Documents are handed out against acceptance of a draft, which accopanies
the documents. Payment is effected on due date.
» By deferred payment
Payment is effected on a fixed date — no involvement of draft.

m By negotiation
The purchase by the nominated bank of drafts (drawn on a bank other than the nominated
bank) and / or documnets under a complying presenation, by advancing or agreeing



to advance funds to the beneficiary on or before the banking day on which reimbursement
is due to the nominated bank. (= UCP600 art. 2 definition)

Note: Different interpretations exist all over the world which is why there is no general
agreement available on the meaning of “by negotiation”.

3.2.6. Special Types of Letter of Credit
The subsequent chapter gives an overview about some common special L/C types.

Standby Letter of Credit see chapter Bank Guarantees

Revolving Letter of Credit

Arevolving L/C is a single L/C that is used over multiple shipments of the same commaodities
(e.g. partial deliveries or repeated sales) over a longer period. By using a revolving L/C
it can be avoided to arrange for a new L/C for each separate shipment. The importer
issues a L/C that revolves in value in a way that a predefined fixed amount is automatically
filled-up again when used. The bank is normally liable for the total value of all agreed
partial deliveries, but subsequent partial payments will only be performed if the previous
delivery has been paid. Frequently used in the past, the importance of revolving L/C
has decreased over time since for well-established longtime business relationships
with repeated transactions the risks and hence the need for L/Cs is considered lower.

Back-to-Back Letter of Credit

A letter of credit issued as a (buying) L/C by order of an intermediary or general contractor
in favor of the producer or sub-supplier with the same conditions as the selling L/C which
is issued in his favor.

Back-to-back L/C are normally used when an exporter (primarily a manufacturer) has
to purchase raw materials or a component from a subcontractor to produce his product,
but may not have the cash to do so.

With the original L/C from the importer’s bank in place, the exporter goes to his own bank
and has a second L/C issued, with the subcontractor as beneficiary. The subcontractor
is thus ensured of payment upon fulfilling the terms of the contract.

Back-to-back letter of credits can be issued without the permission or informing the ultimate
importer or the issuing bank of the original L/C. In fact is it often used by intermediaries
to hide the identity of the actual supplier. Sometimes Back-to-back L/C are also called
Counter Credit or Reciprocal L/C.

Note: While in most cases U.S. banks will not accept issuing back-to-back letters of
credit, it is common practice in the Asian market.



Transferable Letter of Credit

A transferable letter of credit may be made available/transferred to another beneficiary
“second beneficiary” in whole or in part at the request of the beneficiary “first ben-
eficiary”.

A transferable letter of credit can only be transferred once.

Red Clause Letter of Credit (L/C with advance payment)

Contractual provision (traditionally written or typed in red ink) within a letter of credit
which allows the exporter to request from the issuing bank an advance payment of an
agreed amount (defined in the terms and conditions of the letter of credit) before they
actually ship the goods to the importers. The advance payment is usually supposed to
finance costs associated to the production, purchase or delivery of the goods.

The red clause letter of credit is normally used where the importer and exporter have
a close working relationship since, in fact, the importer is extending an unsecured
loan to the exporter (and bears the financial risk and currency risk related to it). The
advance is normally paid against receipt and a written commitment from the importer
to deliver the transportation documents before the credit expires.

As a mitigation for the risks related to the red clause letter of credit, the advance payment
can also be performed against presentation of an advance payment guarantee issued
by the bank of the exporter, guaranteeing a refund in the event of failure to ship under
the credit.

Red Clause Letter of Credits are mainly used by beneficiaries who act as purchasing
agents for importers in another country.

Green clause Letter of Credit (Anticipatory Credits)

The Green Clause Letter of Credit is likewise the Red Clause Letter of Credit a letter
of credit that allows the exporter to receive advance payments prior to shipment with
the difference that for the Green Clause Letter of Credit the advance payment is not
only paid against receipt and written commitment from the exporter to deliver but also
against security mostly via collateral property in form of warehouse receipts but also
against payment guarantees from a third party. In case the exporter fails to deliver the
reimbursement obligations can be recovered through enforcement of the security.

Warehouse receipts will normally be issued by an authorized party (public warehousing
company, bonded warehouse, collateral manager), and issued or endorsed in favor of
the bank in question. Proof of adequate insurance cover, with the bank as beneficiary,
may also have to be submitted.

Letter of Indemnity

Letter of Indemnities (LOI) are very common especially in the oil and gas business.
This type of goods are often sold several times during their journey since buyers and
sellers are mostly brokers who have no interest in the oil as end users.
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The buyer (Applicant 1) opens a L/C in favor of the seller (Beneficiary 1) and allows
payment either against presentation of the original B/L or against a Lol. The L/C
specifies the template of the Lol and normally foresees that the Lol is countersigned
by seller’s bank, if not issued directly by his bank.

If the buyer (Applicant 1) sells the goods directly to another seller, in consequence the
original buyer (Applicant 1) becomes Beneficiary 2 in a L/C opened by Applicant 2.
This procedure can recur several times.

The Lol holds the recipient harmless regarding the absence of the Bill of Lading and
against all consequences resulting from the sale in the absence of the Bill of Lading.
Furthermore it documents the commitment to surrender the Bill of Lading as soon as
it is received and holds the applicant harmless.

3.2.7. Processing Steps

Note: The following description of the process flow of a L/C shows the involvement of
both, issuing bank and advising bank, since any bank, depending on the role of their
customer within a trade, can be servicing their customers as either issuing or advising
bank.

Process flow of a L/C payable at sight payable at advising bank
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Process flow of a L/C payable at sight payable at issuing bank
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Advising Bank

Note: There may be other/or more steps, depending on
m where the L/C is available (issuing bank, advising bank, nominated bank)

m how the L/C is available (by sight payment, deferred payment, acceptance, negotiation)

m whether there are any amendments

m whether the documents are L/C complying or not

Process description of both conditions by steps:

1) The buyer and seller agree on the terms of sale, shipping dates, etc., and that payment

will be made based on a Letter of Credit.
2) The importer delivers the application for Letter of Credit to his bank.
The application must be duly signed and contain the following:
» Full name and address of exporter
» Full name and address of exporter’s Bank
» Currency & Amount
» Delivery against payment or acceptance
» Goods details
» Partial shipment allowed?
» Transshipment allowed?
» Latest date of shipment
» Period for document presentation
» Specification of documents and number of each
» How documents to be sent (courier, registered etc)
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Sample Bank

Documentary Credit Application
To Semole Bank
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Mame and acdress of the respective bank

Reference data for conclusive Identification of the crder/contract [order, involoe or contract number)

Eniter either “irrevecable” or “irrevocable and transferable® .

Enter "without confirmation”, "without confirmation” or “confirmation anly If requested by benficiany”
Eriter *5.W.LF.T. / by telecommunications™, “S.WULF.T. f by mail / airmail” or “by courier™

| Enter “you”, "your corespondant” or "any bank”

| Fill in complate name of the comparmy and full address of principle(s] of the documentary credit

Fill in complete name of the comparny and full address of beneficiary/beneficiaries

BIC code of the bank of the beneficary

Enter “exactly”, “up to” or “about/circa™

Fill im =#f-", "+~ or =~

[ Fillin one of the 11 incoterms

In case ather conditions for delivery were arranged, please specify them here

In case & toberance in the amount was indicated, this should also be considered when filling in quantity details
| Entar “sight payment”, “deferred paymaent”, "acceptance” or “megotiation”

Fill in “issuing bank®, “nominated bank® or “any bark™

| In case of deferred payment, please enter the days in heve

Fill In “shipment®, “Involce date™ or “sight™

In case of mixed payment, please specify the details here

For the here mentioned documents, information is mandatory _

In e notify addness is status then please take a note (e.g. “no address”) here

In case not all further documents can be mentioned here, please refer to included enclesure to this docurnent
In case of multiple languages please specify this under “further instructions” or in enclosune to this document
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Upon receipt of client's application the bank should do the below:
» Verify customer's signature on instructions
» Check that all relevant accompanying documents which are needed by the
bank (e.g. import license) are presented together with the application
» Check credit risk and validate collateral
» Check details of L/C on plausibility
» Embargo check on all involved parties

3) If above is ok MT700 is sent to Advising Bank.

Structure of MT700

Tag Field Name

=<

27 Sequence of Total

40A | Form of Documentary Credit

20 Documentary Credit Number

23 Reference to Pre-Advice
31C | Date of Issue

40E | Applicable Rules

31D | Date and Place of Expiry

51a | Applicant Bank

50 Applicant

59 Beneficiary

32B | Currency Code, Amount

39A | Percentage Credit Amount Tolerance
39B | Maximum Credit Amount

39C | Additional Amounts Covered

41a | Available With ... By ...

42C | Drafts at ...

42a | Drawee

42M | Mixed Payment Details

42P | Deferred Payment Details

43P | Partial Shipments

43T | Transshipment

44A | Place of Taking in Charge/Dispatch from .../Place of Receipt
44E | Port of Loading/Airport of Departure
44F | Port of Discharge/Airport of Destination

OO0 O0OO0OOOOOO=000=EE=E=20==00£K£TZCK<
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(0] 44B | Place of Final Destination/For Transportation to .../Place of Delivery
(0] 44C | Latest Date of Shipment
(0] 44D | Shipment Period
(0] 45A | Description of Goods and/or Services
(0] 46A | Documents Required
(0] 47A | Additional Conditions
(0] 71B | Charges
(0] 48 Period for Presentation
M 49 Confirmation Instructions
(0] 53a | Reimbursing Bank
(0] 78 Instructions to the Paying/Accepting/Negotiating Bank
(0] 57a | 'Advise Through' Bank
(0] 72 Sender to Receiver Information
M = mandatory
O = optional

Note: In case exporter’s bank is no correspondent bank of importer’s bank it will send
the MT700 to its correspondent and quote the details of exporter’'s bank as “advice
through bank” (tag 57a)

Note: Pre-advice of an Export Letter of Credit is possible. In the past, this was used to
pre-advice the key data of the L/C e.g. via telex, while the original Letter of Credit was
sent via mail. However, with the worldwide usage of SWIFT this is not very common
any more. Anyhow a respective SWIFT type is available, being MT705.
4) Upon receipt of Letter of Credit from Issuing Bank the Advising Bank will:

» Check details of L/C on plausibility

» Execute Embargo check on all involved parties

Afterwards the bank will advise the Letter of Credit to its customer or add its confirmation,
depending on the instructions.

5a) After having received the notification of the L/C the seller will arrange the shipping
of goods and

5b) in consequence he will receive the respective documents.

6) Exporter presents document to his bank who needs to check them before sending
them to issuing bank.
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Sample Bank

Presentation of Documents under an Export Documentary Credit
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Amount of draving — can be different from LT amount, but net exceeding
List of all documents and numbers of coples — o.g. 3/3 Bl of Lading

Infe;
H?‘uhﬂdﬁmﬁmnim“ﬂrhuﬁnﬂ




Basis for checking:
m The individual terms and conditions of the Letter of Credit.
m The ICC Uniform Customs and Practice for Documentary Credits. (UCP 600)

m International Standard Banking Practice, as reflected in the UCP 600 and in the
“ISBP”. (ICC publication no. 645)

Banks must examine all documents stipulated in the Credit with reasonable care, to
ascertain whether or not they appear, on their face, to be in compliance with the terms
and conditions of the Credit. (see UCP 600, article 13 a)

Banks must check within a “reasonable time®, not to exceed 5 banking days following
the date of receipt of documents. (see UCP 600, article 13 b)

Note: more details on the checking of documents see Chapter “Documents”.

Up to step 6 the process is exactly the same for both “L/C available with Advising
Bank” and “L/C available with Issuing Bank”. On the next pages the different
subsequent steps for both options will be described:

Option 1 - L/C available with Advising Bank

In case the L/C is available with the advising bank, this means that the advising bank
decides on the taking up of the documents.

7a) The advising bank will send the documents — if in conformity with the L/C conditions
- to the issuing bank.

Furthermore an MT754 “Advice of Payment/Acceptance/Negotiation” is sent to the
issuing bank to inform them that documents were presented in accordance with the
credit terms and are being forwarded as instructed. The MT 754 may also be used for
the settlement of the payment.

Structure of MT 754

Tag Field Name

<

20 Sender's Reference

21 Related Reference

32a | Principal Amount Paid/Accepted/Negotiated
33B | Additional Amounts

71B | Charges Deducted

73 Charges Added

34a | Total Amount Claimed

53a | Reimbursing Bank

57a | Account With Bank

O OO OOOoOZX<LZKL
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58a | Beneficiary Bank

72 Sender to Receiver Information

77A | Narrative
M = mandatory
O = optional

7b) In consequence the Advising bank will debit the account of the issuing bank and
credit the account of the beneficiary.

Upon receipt of the document the Issuing bank will

8a) forward them to the Importer and

8b) debit his account accordingly.

9) After having received the documents, the Importer can release the goods.

Option 2 - L/C available with Issuing Bank

If the L/C is payable with the issuing bank, this means that issuing bank will only transfer
funds after having received the documents, having checked them and found them to
be in conformity with L/C terms.

7) The advising bank will send the documents — if in conformity with the L/C conditions
- to the issuing bank.

8a) After having received the documents and found them to be in conformity with L/C
terms the issuing bank will

8b) debit the Importer and sens a MT756 “Advice of Reimbursement or Payment” to
the bank from which it has received documents.

8c) It is used to advise the Receiver about payment to that bank.

Structure of MT 756
Tag Field Name
M 20 Sender's Reference
Y 21 Presenting Bank's Reference
M 32B | Total Amount Claimed
M 33A | Amount Reimbursed or Paid
(0] 53a | Sender's Correspondent
(0] 54a | Receiver's Correspondent
(0] 72 Sender to Receiver Information

M = mandatory
O = optional




9) In consequence Advising Bank will credit the account of his customer after having
received funds from issuing bank.

10) After having received the documents, the Importer can release the goods.

Note: the above described processes are vaild also for usance L/Cs. The only difference
is that for usance L/Cs exporter’s account is not credited immediately upon taking up of
documents but only on due date.

3.2.8. Discrepancy handling

Common document discrepancies are:

m Letter of Credit expired

m Late Shipment

m Late Presentation

m Shipment from / to incorrect port

m Partial shipment effected when prohibited
m Inconsistend information on documents

m Goods description not as per Letter of Credit

If documents, which are issued by the exporter, bear discrepancies he might be in the
position to correct these documents and present them in the given time. Documents
issued by other parties (e.g. transport documents) which cannot be corrected must
be taken as they are. Depending on the severity of the discrepancies the documents
can only be sent on collection basis.

Note: In case of smaller discrepancies Exporter’s bank might want to inform only his
customer but refrain from communicating them to the issuing bank. This should be
done only on basis of a good relationship with the customer.

If Advising Bank finds documents discrepant MT750 “Advice of Discrepancy” is sent
to the issuing bank to inform that the documents which have been presented are not
in accordance with the terms and conditions of the L/C.

Structure of MT750

Tag Field Name
M 20 Sender's Reference
M 21 Related Reference
M 32B | Principal Amount
(0] 33B | Additional Amount
(0] 71B | Charges to be Deducted
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73 Charges to be Added

34B | Total Amount to be Paid

57a | Account With Bank

72 Sender to Receiver Information

M 77J Discrepancies
M = mandatory
O = optional

Depending on the severity of the discrepancies, the Importer might want to take up
the documents despite those discrepancies. In such case MT752 “Authorisation to
Pay / Accept or Negotiate” is sent to exporter’s bank.

Structure of MT752
Tag Field Name
M 20 Documentary Credit Number
M 21 Presenting Bank's Reference
M 23 Further Identification
M 30 Date of Advice of Discrepancy or Mailing
(0] 32B | Total Amount Advised
(0] 71B | Charges Deducted
O 33a | Net Amount
(@) 53a | Sender's Correspondent
(@) 54a | Receiver's Correspondent
@) 72 Sender to Receiver Information
M = mandatory
O = optional

Upon receipt of MT752 the Advising Bank will credit beneficiary’s account with L/C
amount.

Note: in case discrepant documents are not acceptede they can only be sent on collection
basis to inssuing bank.

In case the L/C is available with issuing bank who finds dcouments as discrepant after
having received them from advising bank it depends on the importer whether he

a) takes up the documents despite these discrepancies
b) refuses the taking up of documents.
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a) If the importer takes up the documents his banks will sent MT732 “Advice of Discharge”
to exporter’s bank.

Structure of MT732
Tag Field Name
M 20 Sender's TRN
M 21 Presenting Bank's Reference
M 30 Date of Advice of Payment/Acceptance/Negotiation
M 32B | Amount of Utilisation
(0] 72 Sender to Receiver Information
M = mandatory
O = optional

Upon receipt of the MT 732 advising bank will effect payment of L/C amount according
to the payment terms of the L/C (sight or usance)

b) If he refuses to take up the documents his banks will sent MT734 “Advice of Refusal”
to exporter’s bank to advise them that the documents are considered not to be in
accordance with the terms and conditions of the L/C and that, consequently, it refuses
them for the discrepancies stated.

Structure of MT734

Tag Field Name
M 20 Sender's TRN
M 21 Presenting Bank's Reference
M 32A | Date and Amount of Utilisation
(0] 73 Charges Claimed
(0] 33a | Total Amount Claimed
(0] 57a | Account With Bank
(0] 72 Sender to Receiver Information
Y 77J Discrepancies
M 77B | Disposal of Documents

M = mandatory
O = optional




3.3. Bank Guarantees (Letter of Undertaking)

3.3.1. Definition of a Guarantee (Letter of Undertaking)

A guarantee is issued by a bank on behalf of its customer as a financial assurance to
the beneficiary which can be collected in the event that the business partner defaults
on certain specified contractual obligations.

Guarantees are undertakings by the Bank to pay a specific amount of money during
a specified period of time if the beneficiary makes a demand in accordance with the
terms of the guarantee. Guarantees are abstract undertakings. That means they are
in no way concerned with or bound by the underlying transaction.

Guarantees are payable on first demand and against negative statement. E.g. “against
the written confirmation that the Exporter has not fulfilled his contractual obligations”.

Note: Although most guarantees are issued on behalf of an Exporter there are also some
guarantee types like e.g. Payment Guarantee where bank’s customer is the Importer. In the
following paragraphs we will use the terminology “Exporter” as synonym for bank’s customer.

Possible reasons for issuing Guarantees:

m Mistrust between or new contractual parties
m Risks of negative events

m General demand for being secured

m Requirements by law

m Condition of the contract

m Reduction of costs

3.3.2. Advantages and Disadvantages
Advantages for the exporter

m The issuance of a guarantee closes possible gap of trust between him and the importer.

Disadvantages for the exporter

m Since a bank guarantee is always payable on first demand he bears the risk of an
unjustified claim. Only after payment he can take steps to proof that he has fulfilled
his contractual obligations.

m Importer might only open a L/C in favour of the exporter after having received a
bank guarantee issued in his own favour.

Advantages for the beneficiary

m Easy possibility for beneficiary to receive payment out of the guarantee in case the
exporter has not fulfilled his contractual obligations.



Introduction to Trade Finance - Handbook for the banks in Myanmar

3.3.3. Types of Guarantees
The subsequent chapter gives an overview about common guarantee types.

£ -
1
Offer )
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, | e LY Shipment -
= Acceptance ll:'hl.::l
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Most common types of guarantees

End of
Tender Contract Assembly Warranty Period
. .
i | 1 1 |
I I | | | |
Bid Bond Advance ) Guarantes for
( : o : Guarantee ;
Guarantee] Guaranies Ohbligations
Function Typical Amounts Validity
SNt NQITe =T Security for beneficiary | 1% — 5% of contract value | Until the end
Guarantee) that terms of tender of tendering or
will be fulfilled contracting
Advance Security for Amount of down payment | Date of expected
Payment beneficiary that the (sometimes includin% delivery /
Guarantee down payment will be | interest) — 10% — 30% of | performance
paid back if contract contract value + further claim
will not be fulfilled period
Performance Secures payment 10% — 20% of contract Until expiry of
Guarantee of the guaranteed value contract or end of
sum when the party contractual
whose performance obligations +
is guaranteed by the further claim
guarantee fails to period
perform or discharge
in full his contractual
obligations
Guarantee for Covers risk of buyer 5% — 10% of contract Until end of
Warranty that goods are of bad | value warranty period
Obligations quality or breach of

warranty




Additional types of guarantee

Function

Delivery

Security for beneficiary
Guarantee

that delivery as per
contract will be done

Typical Amounts

10% — 20% of contract
value

Trade Products n

Validity

Until delivery
/ performance
+ further claim
period

Customs

Security for customs
Guarantee

authorities in the case
of importer’s violation
of his customs duties

100% of the goods custom
value

Open ended

— depends on
nature of goods
and country of
authorities

Payment
Guarantee

Security for beneficiary
in case the Buyer fails
to pay

Contract value

Due date pay-
ment + further
claim period

Bill of Lading

Security for the
Guarantee

beneficiary (carrier) to
release goods without
presentation of the

150% — 200% of contract
value

Open ended —
until arrival of
original B/Ls or
release

original B/L

3.3.4.
A guarantee is always a separate, official bank document with the following structure:

Structure of Guarantees

m Preamble

The preamble serves for the allocation of guarantee to the underlying business transaction.
It contains the major contract details and refers to the guarantee clause in the contract
with regard to guarantee type.

m Tenor & payment clause
This section outlines the exact conditions of the guarantee and must always contain
the clause “payable on first demand”.

m Expiry clause

The following types of expiry clauses are the most common ones:
» fixed expiry date
» presentation of documents
» unlimited in lifetime

m Special clauses:

“Coming into force clause” e.g. upon receipt of advance payment
“This guarantee shall enter into effect if and to the extend the advance payment

of ..... is credited in fill without reserve to beneficiary’s account no. .... held
with us with reference to this guarantee, at his free disposal.




“Reduction clause” e.g. pro rata delivery
“This guarantee shall be automatically reduced by ....% of the invoice value
of each delivery, if evidenced by the taking up of documents which will be
presented to you on a collection basis in due course with reference to this
guarantee.

“Evergreen clause” Means the automatic extension of the guarantee validity if no written
notification on the termination has been received by beneficiary by a certain date prior
to expiry.

Often used in Standby LCs. E.g.

“This Standby Letter of Credit is deemed to be automatically extended without
amendment for one year from the expiration date or any future expiration date,
unless 90 (ninety) days prior to such expiration date we notify you by registered
mail or Courier Service that this Standby Letter of Credit will not be renewed
for any additional period.”

Note: Avoid so called “Effective clause”

Means, the guarantee must not contain a condition which the issuing bank cannot
check on his own. E.g. “.... effect payment, if the beneficiary has not effected the
agreed payment”.

Terminology commonly used in bank guarantees

Bank Guarantee: sometimes also called Letter of Undertaking or Letter of Indemnity.

Issuing Bank: The issuing bank is the bank, which issues the guarantee. In case of a
direct guarantee this is the bank of the exporter, in case of an indirect guarantee this
is the bank of the beneficiary or a bank in the country of beneficiary.

Exporter: in most cases the party on whose behalf the guarantee is issued.

Importer: in most cases the beneficiary of a guarantee.

Direct Guarantee vs Indirect guarantee

m A direct guarantee is where the exporter’s bank issues the guarantee directly to the
beneficiary.

m Due to local regulations or commercial practice the beneficiary may insist that their
own bank provides the guarantee. If this is the case, an indirect guarantee is issued.
This means that the exporter arranges for his bank to instruct the local bank to issue a
guarantee to the beneficiary. The exporter’s bank provides a counter-guarantee to the
local bank for the issuance and the exporter provides their counter indemnity.
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3.3.5. Direct Guarantees

m Advantages:
» Exporter can rely on the local law that they are familiar with.
» Possibility to cancel even after expiry date (depending on expiry clause).
» Only the commission of the issuing bank needs to be paid.

1. Commercial contract

2. Order to issue
a guarantee

3. Guarantee

Note: An example of a direct guarantee can be found under the section “Examples”

3.3.6. Indirect Guarantees

m Issuance through foreign bank with counter guarantee of ordering bank:
» Foreign law of beneficiary
» Book off only after release of Issuing bank
» Commission of Issuing bank and Counter-Guarantee bank
Note: expiry date of counter-guarantee must be later than expiry of guarantee itself,

to allow issuing bank to put a claim under the counter-guarantee even if beneficiary
puts his claim on last day of validity of the guarantee.
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1. Commercial contract

4, Guarantes 2. Order to issue & guarantes

1 3. Order to lssue a guarantee/ R
r (| g ) Counter guarantes ; :
o ;-..-‘A'r ) 1 i i

Boneficlary™s Bank Exporter's Dank
i — i —

Note: An example of an indirect guarantee can be founder under the section
“Examples”

3.3.7. Special types of Guarantees
Advising a Guarantee

Advising of a Guarantee means that the issuing bank sends the guarantee - either the
document itself or via SWIFT MT760 - to a bank in beneficiary’s country, which will
“advise” it to the beneficiary without any obligations on their side. Often this happens,
since the regulations in beneficiary’s country do not allow that a guarantee is directly
handed over and / or since all foreign guarantees must be registered.

Confirmation of a Guarantee

In case of guarantee confirmation the issuing bank will send the guarantee - either the
document itself or via SWIFT MT760 - to a bank in beneficiary’s country. Such bank
will add his confirmation which allows the beneficiary in case of a claim to either claim
payment by the confirming or the issuing bank.

Internationally not very common. In most cases Exporter’s bank would request a bank
in beneficiary’s country to issue the guarantee under their counter-guarantee.




Standby Letter of Credit (SBLC)

Until few years back in US no guarantees were allowed and still todays they are not
very common. Instead of this Standby Letters of Credit are used.

While a Letter of Credit is intended to always be drawn a Standby Letter of Credit —
equal to a guarantee — will only been drawn in case of nun-fulfillment of the underlying
obligations.

For SBLCs it can be chosen whether governing rules UCP 600 or ISP 98 apply.

Note: An example of a Standby Letter of Credit can be founder under the section
“‘Examples”

3.3.8. Processing Steps

1) Contract between importer and exporter contains the dedicated requirement for
issuance of a guarantee.
2) Exporter instructs his bank to issue a guarantee. His instructions must be in writing,
duly signed and contain at least the following details:
» Beneficiary (full name and address)
» Currency, Amount
» Expiry date
» Type of Guarantee
» Contract details (number, date, subject of underlying contract, total price)
or Tender details (offer number and date, tender closing, subject of offer)
» Wording , special clauses
» Direct, indirect or advised. If indirect or advised: name of bank to be
instructed (if available bank will chose one of its correspondent banks in
beneficiary’s country)
» Party to whom guarantee document is to be handed over / delivered
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Sample Bank

Instructions for the issue of a guarantee .

To Sampe Bank Our ref.-rusmber m
| Account No.

Perion in change f telephoes number

Currersy, amount

Uifetime O Exgiry date 3 O openended

O cusrantes subjecs to URDG 758 O gusrsntes
[ standby Letter of Creda as per 5798 O Standby Letierof Crecit asperocrgoo 0

Tender chowing date Tencler bo, / date

Subject of offer [ underiying contract (if applicabie, in the interest of)
I Ehe amount ol

of total price

‘Language of wdertaking
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mmmm%ummmmm.mwmm

Fix expiration date to be captured

Mame of the company and entire address of the beneficlany/beneficiaries

| Tor be ticket if the guarantes is supposed 1o be subject the “Uniformed Rules for Demand Guarantees™

“International Standby Practices” published by the International Chamber of Commerce in Parls in 1958

“Uniform Customs and Practices for Documentary Credits” by the International Chamber of Commerce

For example Bid-Bond, Payment, Advance Payment, etc.

Requested information to be provided in case of bid-bond

Information to be provided in the language of the Guarantes

Either “Your wording”, “The warding of the comespondent bank™ or “Wording as per enclosune”

Either “Yau in favor of beneficiary [direct)”, “Correspandent Bank of your choice (indirect] or “You, a5
bank (direct]”

Indicate the bank abroad to bswe a (direct) guarantes to the benefickary

Either “Uis™, “The beneficiary” or ~Following sddress (name and full address|”

Fill in the complete name of the company as well a5 the entire address

Far example “Letter”, “Pick-up a1 the cowntes”, éte.




Upon receipt of client's application the bank must do the following:
» Verify customer’s signature on application
» Check completeness of the application and that all accompanying
documentation needed by the bank (e.g. copy of contract) has been presented
» Credit risk approval, taking into consideration diversification among
Guarantee types and tenor structure of basket, and validate collateral
» check guarantee wording on risks (e.g. not being able to cancel guarantee
upon expiry, effective clause) and advise client accordingly
» Embargo check on all involved parties.

3) Depending on customer instructions and / or specific regulations in beneficiary’s
country the bank will either issue the guarantee itself towards the beneficiary (direct
guarantee) or instruct a bank in the country of beneficiary to issue the guarantee in
favor of the beneficiary under the counter-guarantee of the bank (so called indirect
guarantee).

To submit the guarantee details in case of an indirect guarantee to the issuing bank
MT760 will be sent.

Structure of MT760 “Guarantee / Standby Letter of Credit”

Tag Field Name Content/Options
M 27 Sequence of Total 1In/1!n
M 20 Transaction Reference Number 16x
M 23 Further Identification * 16x
(0] 30 Date 6!n
M 40C | Applicable Rules 41a[/35x]
M 77C | Details of Guarantee 150*65x
(0] 72 Sender to Receiver Information 6*35x
M = mandatory
O = optional

*Tag 23 - depending on the value the MT760 is to be considered as request to issue
a guarantee (REQUEST) or as issue of the guarantee (ISSUE).

4) In case of an indirect guarantee Beneficiary’s Bank will issue the guarantee in favor
of the beneficiary.

3.3.9. Claims under a Guarantee

In case the Exporter has failed to fulfil his contractual obligations the beneficiary of a
guarantee can claim payment under a guarantee. Any claim needs to be done in
accordance with the conditions of the guarantee which mostly stipulate that such claim
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m Needs to be made in writing. It is important that the exact statement for a claim is
provided. Slight deviation from the required statement might lead to a refusal of the
claim.

m Must be signed by beneficiary
m Must be accompanied by any declarations / documents, required

m Must be made and received within the validity of the guarantee.

Process flow for a claim under a guarantee:

Bank Exporter’ Bank

Claim Payment under
the Counter Guaranbes

Payment
Paymmignt
Ialm
Eg J! [ Non PertomanceofGusranir | 3 A -
Benaficiary Exparter 4

Upon receipt of a claim the bank must check that the claim is according to the conditions
of the guarantee. If this is the case the bank needs to pay immediately to the beneficiary
and respective SWIFT payment via MT103 will be initiated (see under correspondent
banking section).

In the subsequent step the bank will debit his customer with the claimed amount.

If the claim presented is related to a guarantee, the bank issued under the counter-guarantee
of Exporter’s bank, the issuing bank needs to claim payment under that counter-guarantee.

Note: If bank’s customer is beneficiary out of a guarantee and he claims demand
under such guarantee the bank should check carefully before forwarding the claim
to the issuing bank whether the conditions for claim as mentioned above are fulfilled.
This is to avoid that the issuing bank rejects the claim which would lead to a delay
or — in worst case — even make it impossible to re-send the claim in case expiry date
has been reached in the meantime.
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Extend-or-Pay Demand

In some countries it is common practice that short before reaching the expiry date
they claim “Extend-or-Pay” under a counter-guarantee. That means that bank — and
in consequence the customer - needs to agree in an extension of guarantee validity
to avoid that they have to pay.

3.3.10. Cancellation of a Guarantee
There can be different reasons for cancellation of a guarantee or counter-guarantee.

m Expiry Date: Reaching the expiry date is not a sufficient condition to allow cancellation
of the guarantee on that date. Underlying law (since only several countries allow automatic
cancellations) and exact wording of the expiry clause need to be taken into consideration.
If the underlying law is not known (what most often will be the case) the guarantee cannot
be cancelled despite a clear expiry clause.

m Return of the document from beneficiary: the guarantee document must be returned
from beneficiary together with his confirmation that he will not place a claim under the
guarantee. Otherwise there is no proof that the guarantee has been really returned by
beneficiary but not by another person.

m Drawing under the guarantee has been done and guarantee amount was paid.
In case of indirect guarantees the issuing bank must explicitly release the bank from
their obligations under their counter-guarantee. MT769 is sent for this purpose.

Structure of MT769 “Advice of Reduction or Release”

Tag Field Name

M 20 Transaction Reference Number
M 21 Related Reference
(0] 25 Account Identification
(0] 30 Date of Reduction or Release
(0] 32a | Amount of Charges
(0] 33B | Amount Reduced or Released
(0] 34B | Amount Outstanding
(0] 39C | Amount Specification
(0] 57a | Account With Bank
(¢] 71B | Details of Charges
O 72 Sender to Receiver Information
M = mandatory
O = optional

100
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3.4. Finance
This chapter gives a basic overview about some common kinds of financing.

3.4.1. Pre-settlement of Deferred Payment Import-L/Cs

The bank as the importer’s bank issues an Import L/C at the request of his client
and passes on the information via Swift to the advising bank to advise the L/C to the
exporter.

The L/C issued in favour of the exporter includes an option to discount the documents
value at time of documents presentation.

After presentation of LC-conform documents the bank discounts the documents value
to the exporter before maturity of deferred payment period.

.
(111
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3.4.2. Trust Receipt

If the importer, who has opened an Import L/C, needs a financing from the issuing
bank on due date of the payment, he will issue a Trust Receipt towards the bank.
When the bank as issuing bank hands over the documents to the importer on maturity
date, bank’s customer will issue a Trust Receipt for the bank and ask for financing. In
consequence the importer will assign all rights, titles and interests on the goods and
on the documents as collateral security to the bank.

The customer acts so to say as trustee for the bank and will take over the goods and
documents in his “trust” against issuance of a “Receipt”.

101
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3.4.3. Seller Pre-Finance (Packing Credit)

Seller Pre-Finance will be provided to the Exporter based on a specific purchase order
concluded with the Importer supporting special financing needs during production time.

The financed underlying transaction must be based on one of the following payment
instruments

» Export Letter of Credit

» Export Collection.
The bank has a recourse on the seller and need information about the underlying
transaction for a proper monitoring with regard to

» Agreed payment instrument

» Expected Shipment date

» Payment term/maturity of the invoice.
Generally the financed (future) Receivables need to be assigned or pledged to the

bank at time of financing. Proceeds out of the underlying transaction need to be used
to repay the Transaction Based Financing even before maturity.

Documents to be presented under documentary collection or documentary Letter of
Credits must be routed through the bank for proper repayment of the transaction.

Flowchart of the steps imeived in the different phases of the Seller pre finance transaction
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3.4.4. Account Receivables

Account Receivables originated out of commercial invoices once shipment has been
effected.

The bank purchases Account Receivables on a limited recourse basis by taking the
payment risk of the Buyer.

Purchased Receivables need to be assigned to the bank, in case receivables are
insured, insurance cover will also be assigned to Deutsche Bank.

Depending on jurisdiction of the receivables and the agreed conditions in the underlying
contract the assignment will be disclosed to the buyer and the buyer will directly pay
to the bank on due date.

If assignment has not been disclosed to the buyer, he acts as payment agent and is
obliged to inform the bank once he has received the payment from.

T ni‘a . 1: Commerical Agreement jol=

2: Shipment of goods and issuance of involce

— - 5: Notify Buyer on assignment of receivabies -

Ly
-
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7: Discount on limited &1 Acknowledgement
FECOUNSs basis of assignment
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#
Ha: . Bb: Payment on due date for

Payment on e disclosed assignments, Buyer
due date for o pays to D8 controlled acoourt
undisciosad s I
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Examples 4

WE HERERY CERTIFYING THAT :

GOODS SPECIFIED ON THE TNVOICE ARE IN STRICT CONFORMITY WITH THE GOODS MENTIONED
M PROFORMA, INVOICE HUHBER, DWTED INDICATING IMFORT LICERSE
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Examples

DATED :

CERTIFICATE OF SINGAPORE ORIGIN

GOODS CONSGNED TO

WE HERERY CERTIFY THAT THE ABOVE DETAILS AND STATEMENTS ARE CORRBCT.

WE HEREBY CERTIFY THAT GOODS ARE OF SINGAPORE ORMGIN,

4
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4,774 BUNDLES

DEFORMED BAR (12 METER) AS PER
PROFORMA INVOICE BO.

DATEDY
QUANTITY : 10,920 4A36MT
BT WEIGHT : 10,520 436MT

CLEAM “SHIFFED ON BOARD® IUL. 0T, 2015
‘FRENGHT PREPAID*
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ITHTERNATIORAL BARKING DIVISION
SWIFT: KDIBMMMYXXX

OUR REFERENMCE RO.:

DEAR SIR / MADAM,
ARE FLERSED TO ENCLOSE THE DOCUMENTS DRAWN AGAINST ¥OUR REFERENCE
DATED

DOCUMENTS LIST

DRAFT

COMM INVOICE
PACKIRG LIST
BILL OF LADIRG
THSURARCE POLICY

WE HAVE DULY ENDORSED THE DRAFT AMOUNT ON THE REVERSE OF THE ORIGINAL CREDIT.
**PRYMENT IHSTROUCTION®®

+ PLERIE CREDIT THE DILL AMOUNT TO OUR ACCOUNT WO. WITH YOUR HEAD OFFICE
QUOTIRG OUR REFERENRCE Ho.

YOURS FAITHFULLY,

ASSISTANT GEMERARL MAKRGER
KANBRWZR BANE LTD
INTERMATIONAL BANKING DIVISION




Export LT Bills Application Form

] Pumiass snd crein cus scosen inmwsancy
[ A ragotanos plaass et cu acooum oo s 5 R, oot o Wl paprmed]
[ St o cobacion b s crec our SCOount UG FOHGH O B, fafet Gk d6umert |

Em#ﬂb_m-um“mwr_—

[ T —

e e e
™ This oourrannt Sl e il sl o Subjocd in soconimace o i Usifoes Centorss s Practics for Documaesary Crecits G087 Favision, UCPY,

Examples
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Transaction : Import Bill under Collection
Advice : Arrival Natice

ARRIVAL NOTICE

Date : 07 September, 20156
Cur Ref No,

Please be informed that we have received for Caollaction the under-mentioned bill drawn
o you.

Presenting Bank  ;: WESTPAC BANKING CORPORATION NZ
Their Ref No. :
Drawer

Tenor SIGHT
Caollection Amount : SGD
Commeadity : MULTIPLY BAGS WHOLEMILK, POWDER

Please nole that the lem has been accompanied by the following document:

ARG Coad | PG CERTI [
] AMCE | BEWEFS
RECPTITR B, LET OR CERT, PO CERT.
CERT,

DRAFT
T
RECPT,
CRIGEINAL " 3 1" n m "

[Instruction to Customer]

Please sign and return to us the Debil Authorization.

mwMMrmwﬁmﬁmm&mummwar
ments,

This is a computer generated advice and does not require authorized signature,




Examples 4

Dear Sirs,

IN SETTLEMENT OF THE ABOVE-MENTIONED ITEM PLEASE FOLLOW OUR
INSTRUCTION(S) AS INDICATED BY "X

® We autherize you 1o debit our Account Mo,
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TBEeat ~

P —— - Instanos Type snd Tranomieeion =--==----=--=
Haeification (Transsission) of Original seni to SWIFT (ACK]

Metwork Delivery Status ; Rebwerk ASk

Priovity/Belivery Hoemal

Hassage Input Reference » 150010,

Swift Imput : FIK 700 Issue of a Dooosentary Credit
g =

2Ty Sequence of Total
1.1

d0Ar Form of Documentary Credit
TRAEVOCAN

20; Documentary Credit Musber

J1C: Date of Issos
150010
Applicable Fales
OEF LATEST VERSION

J10; Dste and Place of Explry
151104STHCAPORE
Applicant

Currency Code,
Currancy
Amaant L

Haximum Crodit Amount

ROT EXCEEDIRG

Available With...By... - Hamsiiddr
CRESFEEE

Aanurt
¢ uso [og I:I}I.Lllr'

BY HESOTIATION
Drafts at...
AT SICHT
i Urawss = FI DIC
KBLEMMYII00
ERHIANER BAHE LTD
: rtial :ﬂ.m
. ]
ALLOWED
Tranashipmant
ALLOWED
Port of Loading/Alrport of Dep.
AHY PORT IH
Port of Dischrgefhirpost of Dt
YARGOH, WYAKHHMAR.
Latest Date of Shipssnt
151004

Deacriptn of Goods &for Services
PARAGUAYAN SOLVENT EXTRACTED TOASTED NIPRD SOYBEAM HEAL
QORNTITY: S00000KES

AT A PRICE QF: USD FKG
+CIF YRARGOH, HEAHMAR.
Documents Required

+
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iDFOBF1S=14: 3059 IROCat = 2507 =003 525

COMHERCIAL INVOICE 1 ORIGIEAL FLOF 4 COPIES AND GOODS SPECIFIED
DN THE IMVOICE ARE IH !'I‘.l!.l:‘!‘ COHFORMITY WITH THE (OO0 MENTIONED
IN PROFORHA INVOICE WOMBER CATED

IKDICATING IMPORT LICEMCE KUMBER DATED

COMFLETE SET OF CLEAM "SHIPFED O DORRD" OCEAN DILLS OF LADING
OUT 'T0 OROER OF KANBAWIA BAME' AND MAREED '"FREIGHT FREFAID®
[ HOTIFY-A.KAEBANZA BANE LTD., INTERMATIOMAL BAKEING DIVISTON
AMGON . B, AFFLICANT

FULL 5ET OF IRSURAMCE POLICTIES OR CERTIFICATES WITH CLAIMZ
FAYAILE IN YARGOHW FOL THE INVOICE VALUE PLUE 10 PERCENT DONERING
WPA, IHCLODING SROC, THEFT PLLFERACE MOMW-DELIVERY POAT TO POAT AND
ADDITEIOHAL RIBKS ACAINET BAIN OR FRESH WATER DAMAGE, DAUMAGE BY
CARGD, ITRAESPECTIVE OF PERCENTACE WAR CLAUSES AND ALL RISEE,

-
CERTIFICATE OF PARAGUAY CRIGIN 1 ORIGIMAL PLUS I COPIES,

-
PACEING LIST 1 ORTGINAL FLUE 2 COFIES.
Additional Corditicns
#LC WO, AKD DATE HOST BE IMDICATED OM ALL DOOUMENTS EXCEPFT BILL
OF LADIRG.
+DISCREPANCY FEL OF USD 60 WILL BE DEDUCTED FROM THE PROCEEDS IF
DOCUMENTS ARE PRESERTED MITH DO
-»mmmummﬂ;m‘r Irtsmwmmm
.o YAHGOM, LETTER OF CREDIT MO. AND DATED

#ALL BRAFTE AND DOCUMEMTS MUST BE ISSUED IH ENGLISH LARGIAGE.

IESUTRG BANK'S REFERERCE OHLY.
i Charges
ALL BAMKTHRG CHARCES OUTSIDE WYAHMAR
ARE FOR THE ACCOUNT OF BEREFICIARY.
: Period for Presentaties
DOCUMENTS WOST BE FRESEMTED FOR
HEGOTIATION MOT LATER THAN I1 DAYS
AFTER BILL OF LADING DATE BUT
WITHIN THE EXPIRY DATE.
Confirmatica Instructicas

WITHOOT
'll'-\-“r to PaygfAccpiofiegaty
nm'rn mmnmwmmsmmrmnu

WARRRNTY BY THE REGOTIATION HANE THAT SOCH ENDORSEMENT EAS BEEN
MADE. +Z) THE EEGOTIATION BARK MIEST SEND ALL DOCURMENTS INCLUDING
DIRECT T4 BBI BANE LTD, TAADE FIHANCE DEPT, INT"L BANKING
DIVISION, KO, 53, CORMER OF MERCHANT RODAD AND DO 5008 FAT
STREET, PAREDAN T3P, YANGOH, MYAMHAR BY COURIER SERVICES IR 1
LOT.43] UPCH BECEIFT OF DOCUMENTS TN COMPLIAKCE WITH THE TERMS
AND CONDITIONS OF THE CREDIT,WE SHALL AUTROAIEE YOU TO DEBIT THE
VALUE OF THE DRAWIRG FROM OUR ACCOUNT WITH YOURSELF.ed) PLEASE 0O
BOT COMBIME THE DOCURENTS FOR DIFFERENT LC.

M Trallarp sssssssmmssssssseee—————

PEI Signaturer MAC-Eqoivalent

Category : Hetwork Report
Creation Tiss : 10508S15
Applicatian i HWIFT Interface
Operator :+ SYSTEM

Texk




Examples 4

[ORIGI! 4L

BASORSLE-DT 4315 IBDIn=0TH4=000811

L T g P P A —
Crigimsl received fros SWIFT

Priozity i Hormal

Message Outpul Reference - 150B03

Correspondent Input Reference I 150503

Swift Cutpat © FIN 730 Acknowledgement
Zender ¢ BIDVVNVIOEKX

SOIRT STOCK COMMERCTAL BANKE FOR THYESTHENT AHD DEV
{HEAD QFFICE}
HAHOI VH

Reselver
FAHNBAWEIN BAME LTD
YANGON MM

HUR 1

R ——— S —

1108 TFLS0B0300000904 }

0 Sendirs Refsrence

21z Receiver's Reference

A0: Date af Mag Bedng Acknowledged
150303

T2; Sendar te Recelver Information

THANES FOR ADVISING LC THRODGH OUR
ANK

s Tuxt

o frailer
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Ben  Sacip b

ObSUSF-12 4 4 IBDCaE -k BOE=001022 IURIGINALI

Instance Typs and Trasssission ---
Natification H'um—.iu!m] of original seat to SWIFT (ACK]
Betwark Dalivery Status ¢ Mwlwurk Ack
h-lmrn.wmnw:y
g0 Input Refersnce

FIN Upor Headar —------- S ———

¥
smmsssscs HEEEGE THit =-esssssssccmm—————— ———m

Fresoniing Bank's Refsresce

! Date and Amount of Deilisaticn
Dt i @& March 201%
Currancy : DED [0S COLLAR)
Amceane L]

¢ Total Amount Cladsmed
Caprsney I USD (08 DOLIAR)
Amount ] L] i
Ciserspancien
#LC WO AND DATE ARE ®OT IRDICATED OH MARINE
THEURANCE POLICY.

o

TTB:

. Trailac
{CHE | ECOADFETOTE |
PEL Signature: MAC-Eguivalent

Catsgory ¢ Hetsork Report
Creatios Time ; 06/03/15 12:48:25
Application : SWIFT Interface
Oparates | SYSTEM

Text

é;;ﬂ| D3300Z1IINF{4: 417711503061 248) (45100 {100;
11




Examples 4

it HERHET ey e
: FIM 750 Achvice of
Sender -
UMITED M;SGN BAME LIMITED

TED SWIFT
WWHETHER WE MAY NEGOTIATE QUOTING
L2 DATED

3 - B
DESCREPANCIES ARE AS FOLLOWS:
LATE PRESENTATION T
{CHE AJIF1D3CH02 0}
¥l Signatune: MAC-Eduivalant
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[ORIGI |

99/03/15-16202: 10 IRDOae - RE2E-00 0840 ]

--  Instamnce Type and Transmission -----=s=sssscs
Hotification (Transmission) of OriQinal sent to SWIFT [ACK)
Metwork Dolivery Status @ Hetwerk Ack
Prlorivy/Del ivery i Hormal
Hedakge Input Refersnce £ 1803 150358

i gy
Swift Input + FIN 752 Auth to Pay, Acoept, Hegotists
Dandar = KEERSSXEX

m=mmremmmssscs HOSBAQE TEEE -------rrsmsssssssssss
Decumentary Credic Fumber

¢ Prageniing Bank's Reference

+ Partler Identification
CEBIT
e af Adv of Discrepancy or Mall
150306
Total Amount Advised
Cozrency ¢ UED (0E GOLLAR)
Amount H L]

Charges Dicrucu;!.
SOoRESY

3060,
Kot Amount
Currascy i BED (8 COLLAR)
Amount ' L]
Tdr Sender te Receiver Informatios
© STELEBENS

- e Frailear ===sssss=es

[CHE: FIOEBTETIAIT] b
FEI Bignature: MAC-Egquivalent
Category 3 Retwork Report
Crwation Time 1 05703715 1€:01:55
: SWIFT Interface
1 BYETEM

GRILCELIAF) (4= {177 R503001602 ) (451:0) {108




Seandard nea direct guaranbies URDG 758 (example Performance Band)

We have been informed that a contract, bereinafter “Underlying Belationship®, has been concuded
Between vou 80t o . hereinafter "ASeSeam”, o o Error] Reference source not found, (aet
controct die] under rel. No. ... finsent contract mumber] for ... finsert subject of controct) total
price of ... flnsert coatroct woluef and that the Underlying Belationship stipulates that a Performance
Gusrantes be iued i the smount of Error] Reference sourcs net found..... % of the total price.

This being premised, we, ... Bank, hereby irmevocably undertake to pay you without delay om
wyoear first writien demand for payment an mount up o

Cur Amount
[in waonds: curnency & amount)

upon of yoar plying o i i paper form, supported by your written statement,
whathar in the demand itielf or in b separste sipned Socument sccompanying o identilying the demand,
Inclicating in what respect the Applcant is in breach of its obligatians under the Underiyieg Relationship,

Thist guaraniee shall expire, even il this document i not retumed, 00 ............ finsert expiry date) and shall
thatm bar il and woid, i and o the extent that no demand undaer this guarastes in accondance with iy
conditions has reached us in finsert ploce of expiry) by the end of that day.

Thith guaraen s only trasaforatie and the proceads to which yoiu may be of iy become emited under
this guarastee kie only siignable with our prior wiiitten condent.

This jpesrantes i subject 1o the Uniform Rules for Demand Guarantees, ICC Publication Mo, T58 (URDGL
ared ___ flasevt undenving funiidiction] b,

Examples

4
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Standard vext indirect guaraniess URDG T58

Undier our counter-guarsnies no. ~ 4 quoted herein below - plerse jiiee the following
pubrantee;

Bemeficiary [nama ard address):

Applicant {name and addiness):

paarantee:
Undierlying Relationabip f Contractual obligstion: Ma_.. dated _.. bor

Any document required in suppam of the demand for payment, apan from the supponing
statemend that is explicithy requined in the text below:

Language of required documents:

demand” will ol or aar completely e part of the puarannes wording, please et “sacept Aricls 15,7,
Pleave delbmr your Guarantes fo . by on or before.
Wit look forward bo recehing your notice af lisuance together with copies of your Guarantes.

As counber puarantor we hereby krevocably undertake 1o pay you ary amount up o the counters
puaranteed amount of
Cur Amoust

[ies s curnency & amount o]
upon presentation of your compliant demand in the form of presentation indicated befow, supparted by
wour Matement whether in the demand Itsell of in & separate signed document Bcompanying of
identifying the demand, indcating that you have received & comgdying demand under your gusnniss,
In addition, we herelry irmevocably undertake to pay you such further amounts as corespond to the
agreed guarantes commission and any costs and expenses reasonably inourned by you in connection with
Vour iiuing your gusrantes &t sbave.

Plaass raturn this document of send us your letter of divchange a5 1000 a5 your guarantes has temmenated.

In ke absince thereal, this counter-guarantes, however, shall expire st the latest on ... finser expiny
date of countrr-guoranting) being suct calindar days alter the exgiry dabe of your Guarantes as above),
aftnr which dabe our lakslity shall be noll and void, wnilsss your demand urder this countar-guarantes in
accordance with the above mentioned conditions has reached s in . finsert plece of expiry of
couner-guanmdee] on o belone wch date.

This countar-guarantes, which sets out our entine agresment with vou, i subject 1o the Usdorm Rules for
Demand Guarantess, ICC Publication Mo. T58 URDG and is governed by . [insert wnderfying
Jurisciicrion) L.




Sasmple wording Standby Letter of Credit

Irrevncalie Standby Lettor of Credit No.

Baneficiany: [name and sddresa)
Applicant: {name and addreds)

Amound: Mot excesding Cur | Ameant in Bguren [in woeds ...
Expiry Date at cur counters

A the request of ‘wn hane heveby Dpen cur imprcatile Standly Latier of Cradit no, in
wour finvour as security for spplicant’s |insert fiee of obigation; e.g performance] obligations resulting
from contract na, .. dated . for ___... {insert controct detois).

This crodit s available with . by paymant of benedicianys drafis) at sight drawn oa ... The
dralts Mt be atcompanied by

1. The original Letter of Credit and 2l amendments thereto, if any
1. A statement shorwing the date and being signed by an autharised signatany of the beneficlary an
banaficiany’s lettarhaad reading as Tollows:

OLAOTE

O draft and 1hin statement are being présented 1o you tince the applicant has not performed itS ...
[insert type of obligation; &g performance| obligations in accordance with contract no. ___ {insert
comiroct no. as menthoned abovel. Therefore the undersigned hereby demands payment of . finsent
chaim omount) which dogs net excesd the full value of the Latter of credit.

WNGUOTE

Partial drawings: alicwed
Dradt{s} must state “drwwe under ... (name of bank] Standey Letter of Credit No. ... dated....",
Diraftis) and documents must be presented at our offioes at. ...

This Standiy Latber of Credin s subject 1o the imarnationsd Standly Practices (ISPRE], International
Chamber of Commance Publication No. S30. [or “This Standby Letter of Credit i subject 10 Uniform
Cimtoms and Practice for Documentary Credits (LICP 800 of Jintermational Chambser of & ol |

Examples

4







5. Disclaimer

Neither Deutsche Bank AG nor Deutsche Gesellschaft fur Internationale Zusammenarbeit
(GlZ) GmbH (the “Publisher’) nor the authors Brigitte Falkenstein and Patrick Robert make
or give any representation, warranty, or undertaking (whether express or implied) or assume
any responsibility whatsoever for the authenticity, origin, validity, accuracy, reasonableness,
or completeness of any information, statements, comments, forecasts, projections,
assumptions, estimates, opinions, or other contents contained in this publication. Accordingly,
there is no liability whatsoever for any claims, damages, loss, or expense resulting from any
errors in or omissions from the information, statements, comments, forecasts, projections,
assumptions, estimates, opinions, or other contents set forth in this handbook. The readers
should make their own verification and independent assessment of the information contained
in this book and the relevancy and adequacy of the information herein.

This publication is copyright protected and must not be reproducted, distributed or published
by third parties without prior written consent of the Publisher.
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