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Objectives:
Students should know the basics of how to deal with bills of exchange.

Benefits:



Students should be able to answer the following questions:

· What is a Bill of Exchange?

· Who are the parties to a Bill of Exchange?

· How is a Bill of Exchange handed on?

· How can the owner of the Bill of Exchange get his money if the payer does not pay?

· Which advantages does payment by Bill of Exchange have over payment by open account?

At the end of the lessons the students should be able to explain  what a Bill of Exchange  is. They should know the technical terms for the parties to the Bill of Exchange and be able to explain which functions these parties have. They should also know the differences between the definitions of the term "Bill of Exchange" in the German and the English Bills of Exchange Acts in order to be able to decide  whether an IOU can be seen as a Bill of Exchange in Great Britain or in Germany respectively. They shall also see how important it is to specify in the contract the law of which country is to rule the contract.

Then they should be able to differentiate various kinds of Bills of Exchange.

In addition the students should be able to explain how  a Bill of Exchange is handed on, in particular to explain kinds and functions of the endorsement.

Furthermore they should have learned how to deal with a Bill of Exchange that is not honoured by the payer / drawee and know  which advantages paying by Bill of Exchange has over payment by open account.

	Teaching Time

(expe-rience)
	Contents
	Activities
	Media
	Teaching

Method
	Skills

	20 minutes
	Setting the basic scenario


	Teacher and students develop scenario


	Blackboard
	Classroom

discussion
	Listening to and understanding their teacher,
speaking skills

	10 minutes


	Developing the technical terms for the parties

to the bill of exchange
	Teacher  develops the technical terms together with the students
	Blackboard
	Classroom discussion
	Language skills:

forming words

	30 minutes 


	Practice
	Students work on exercise 11

	Work-sheets

1and 2:

exercise 1
	Individual work


	self learning



	10 minutes
	Control
	Students read out their results

teacher/students correct if necessary
	Key to exercise 1
	
	Expressing and accepting 

objective criticism

	Alternative I

	30 minutes
	The endorsement
	Students work on the text in groups - looking up words and trying to understand the text
	Worksheet 3: 

The Endorse-ment;

dictionaries
	Group work
	Team work,

reading com-prehension,

working with dictionaries,

(perseverance, language skills)

	Alternative II

	20 minutes
	
	Teacher cooperates with students for them to understand the text


	Worksheet 3: 

The En-dorsement
	Classroom

discussion
	Reading skills

listening skills

speaking skills

	Alternative I and Alternative II continued

	45 minutes
	Practising
	Students work on exercise 2
	Worksheet 4:

Exercise 2
	Individual or group work
	reading skills, 

writing skills

	15 minutes
	Control
	Students read out their results,  compare them and correct them if necessary
	Key to exercise 2
	Classroom

discussion
	Expressing and accepting objective criticism

	30 minutes


	The bill 

of exchange 

- not honoured
	Teacher and students interpret the contents of worksheet 5
	Worksheet 5
	Classroom

discussion


	Discussion skills,

interpretation of graphs


	30 minutes
	Functions of bills of exchange,

advantages over

open account
	Teacher and students develop the contents
	Blackboard
	Classroom discussion
	Discussion,

drawing conclusions, expressing and accepting 

objective criticism

	30-40 minutes
	Kinds of bill of exchange
	Students learn contents by heart1
(homework if possible)
	Worksheet 6


	Individual work
	Self learning,

learning by heart

	Alternative A

	30-40 minutes
	Recapitulation
	Students play with cards and each of them tries to get sets of four cards that belong together1.

They ask each other for the cards that are missing among the cards they are dealt out
	Worksheet 6

cut into pieces so that each

item is on one card
	Work in small groups
	Team work

	Alternative B

	30 minutes
	Recapitulation
	Students are divided into groups. Each group gets all the pieces of paper with the expressions and the definitions and its members put them together appropriately. The group that has put all the pieces together correctly first has won.

Those groups who have finished in the time given also get a certificate
	Worksheet 6

cut into pieces so that each

item is on one card
	Work in small groups
	Team work


1 Teachers of students whose mother tongue is not German can easily change these exercises or   

   take the English part only.

Scenario:






















Choose three students from your class: A, B and C
B borrows from A on 2 January 20 --  £ 3,000. B has to pay back the money on 2 March 20 -- .
Three days later A sees something very nice in a shop window, which he really wants to have. He does not want to wait, because by the time he gets his money back the thing may be sold and A does not want to risk that.

So he goes to C and asks him to lend him the money because he had lent his money to B three days ago. And it would be easiest if on the 2 March C would go to B and get the money directly. A would then have nothing to do with the matter any more.

On 2 March C goes to B and tells him that he is sent by A to get the money. B says C would not get the money. He - B - would only give the money to A.

What should C have done?

He should have insisted on A giving him the order to B  to pay the money to C in writing.

And this is what such a document could look like:





               payee      due date


          


Please pay on 2 March 20..  against this bill of exchange.





£ 3,000
 to C





Addressed to:  B

































Signature









B L A C
K -


















                     B O A R D










A





                     payer

    drawer

This paper is called a BILL of EXCHANGE.

And therefore we write on this paper: against this bill of exchange.

So this time C comes with this paper. B says: “I wouldn’t dream of paying that amount of money to you. Never in my life have I borrowed anything from A, let alone £ 3,000.“ 

What should A have done immediately after he had written the bill of exchange?

He could have made B sign the document. With his signature B would have accepted his debt. That is why B’s signature is called ACCEPTANCE.

The acceptance is usually written on the left-hand side of the bill of exchange.

A bill of exchange that is not accepted is a DRAFT.

B  - because he has to pay 
- is the PAYER.

C  - because he is paid money
- is the PAYEE (correspondingly: employer - employee)

A   - because he has drawn the bill of exchange on C - is the DRAWER.

B   - because the bill of exchange is drawn on him - is the DRAWEE.

So B is the drawee as well as the payer.

Two weeks after A has given the Bill of Exchange to C. C needs the money. But he has promised B that B could have the money until the 2 March. So he has to ask someone else to lend him the money up to that time. This is D. D does not want to experience what C experienced before him, i.e. that he came with the bill of exchange and A would tell him that he would not pay because he had promised to give the money to C but not to anybody else. 

What could C do?

He could write on the bill of exchange a note that tells B to pay directly to D on the DUE DATE.
This note is written on the back of the document and is called the   ENDORSEMENT.

(Italian: in dosso - on the back)

In this way the bill of exchange can be handed on to quite a number of people. The person who owns the bill of exchange at the due date has the right to get the money. The right is secured by the chain of endorsements. 

Back of the Bill of Exchange


     For me to the order of D

     place, date           signature C

Worksheet 1

EXERCISE 1

Assignment:   State which parts of the definition of the Bill of Exchange Act correspond to the 

parts of the Bills of Exchange required by the German "Wechselgesetz". Then 

add the numbers that these parts have in the form below.

	 WECHSELGESETZ
	BILLS OF EXCHANGE ACT
	FORM

	a.


	
	

	b.


	
	

	c.


	
	

	d.


	
	

	e.


	
	

	f.


	
	

	g.


	
	

	h.


	
	



Exchange for
₤ 5,870.00







Manchester, 3 January 2003

 

3

90 days after date of this first  Bill of Exchange (second of the same tenor being unpaid)


pay to the order of  Mark Lippit Ltd., 10 Eastern Street, London EC3 4BH

The sum of five thousand eight hundred and seventy Pounds


To: Ron Fester, 42 Park Street, Liverpool







Gerald Jones




















Downes Road

 10












              

Manchester
 




















Payable at Lloyds Bank London




                11
      Gerald Jones









Worksheet 2

  Der Wechsel










The Bill of Exchange


  gesetzliche Bestandteile






statutory definition


  Art. 1 Wechselgesetz







s. 3 (1) Bills of Exchange Act



a. die Bezeichnung „Wechsel“




    
A.
an unconditional order in writing


    im Text der Urkunde 


b. die unbedingte Anweisung,




    
B.
addressed by one person


    eine bestimmte Geldsumme zu zahlen


c. den Namen des Bezogenen




    
C.   to another person


d. die Verfallzeit








    
D.  signed by the person giving it


e. die Angabe des Zahlungsortes




E.
requiring the person to whom it is 














      addressed


f. den Namen des Wechselnehmers




F.
to pay


g. Ort  und Datum der Ausstellung




G.  on demand or at a fixed or 
















     determinable future date


h. Unterschrift des Ausstellers





H.  a certain sum in money















I.   to, or to the order of, a specified 















     person or to bearer

KEY TO EXERCISE 1

	WECHSELGESETZ
	BILLS OF EXCHANGE ACT
	FORM

	a.


	---
	4

	b.


	A,E,F,H
	5

	c.


	C
	8,9

	d.


	G
	3

	e.


	---
	9 or 10 respectively

	f.


	I
	6

	g.


	---
	2

	h.


	D
	11


Worksheet 3

The Endorsement (Indorsement)

The Bill of Exchange is a negotiable document.  That means it can be handed on to another person. The person who hands the Bill of Exchange on has to put a remark on the Bill of Exchange. He also has to sign this remark. In this way he shows that he really wants to hand on the Bill of Exchange and thus transfer the right to get the money from the payer.  The remark - together with the signature - is called endorsement or indorsement. It is normally written on the back of the Bill of Exchange (Italian: in dosso - on the back). 

As the Bill of Exchange often changes hands several times the payer may not know the payee but of course wants to be quite sure that he is paying the right person. So he has to be told. This is also done through the endorsement. 

The payee may be named in the Bill of Exchange in the following way:

Bill Wilson or order or just Bill Wilson

Bill Wilson is the payee, he is paid the money. As the Bill of Exchange is a negotiable instrument by law the money may also be paid to his order if the remark "or order" is not added. 
1.
If e.g. Bill Wilson would like to hand the Bill of Exchange to John Collier he would write:


 For me to the order of John Collier

 
 Bath, 5 January 20..    Bill Wilson

Or


 For me to John Collier or order

 
 Bath, 5 January 20..    Bill Wilson
The person who endorses (indorses) the document is the endorser (indorser) 

 the person to whom it is endorsed is the endorsee (indorsee).

2.
The addition "To the order of" or "or order" enables John Collier to hand on the Bill of Exchange in his turn. He would then have to write a new endorsement. e.g. they hand it on to Jack Jackson. The endorsement would then be:



For me to the order of

  
Jack Jackson

  
Bath, 15 January 20..
John Collier

3.
And Jack Jackson in his turn may hand on the Bill of Exchange to Tom Earl. If he does not want Tom Earl to hand on the Bill of Exchange he should write as his endorsement


   
  For me to Tom Earl

  not to order

        Bath, 25 January 20..
    
   Jack Jackson

Then the payer is entitled to pay to Tom Earl only. So this endorsement makes the Bill of Exchange non-negotiable.

4. If the payer does not pay when the Bill of Exchange is presented to him at the due date 

    the payee may take recourse to any of the endorsers after he has acquired a protest certificate. If you do not want to pay the costs of this protest certificate you can make clear that you will pay without a protest certificate being issued.

    The endorsement will then have the following form:


  
  For me to Tim Hitch 

        or order

  
  Without Protest
  
 Bath, 15 November 20..
 Jack Jackson

Payees who want to take recourse to Jack Jackson if the drawee does not pay can do so without getting a certificate of protest first. If they do all the same he does not have to pay the costs of issuing the certificate of protest.

5.
Jack Jackson may not want to be made liable for the bill of exchange.

He has got two possibilities.

He either writes that into the endorsement signed by him. 

   
   For me to the order of 

  Tom Earl

   
   without recourse to me.

   Bath, 6 December 20..


   
   Jack Jackson 

This, of course, makes people to whom he or the following endorsees want to hand the B/E  less willing to accept this B/E because it shows that Jack Jackson may not be sure that the bill of exchange is honoured at the due date.

6.
So there is an alternative.

He could ask the person who gives him the bill of exchange to leave out the name of the endorsee in the endorsement so that he can fill in any name he wishes. 


   
   For me to the order 

   of ..........................

   Bath, 6 December 20..
 
   John Collier
This endorsement is called a blank endorsement.

There is one risk : anybody can fill in his name and take the bill of exchange to the drawee for it to be honoured.  And he will be paid because the chain of endorsements is complete.

7.
Sometimes the owner of a bill of exchange wants to hand it to his bank.

He may want to sell it to the bank. He would then provide it with a normal endorsement.


   
   To Barclays Bank or 

   order
   
   Bill Beaver

The bank discounts the bill of exchange. Bill Beaver's account is credited with the value of the bill of exchange, reduced by the interest that Bill Beaver has to pay on the amount from the day the bill is sold, to the due date. This interest is called discount. The bank may be able to rediscount the bill with the central bank. In the area of the European Central Bank, national central banks are not allowed to rediscount bills of exchange.

8.
Sometimes the owner of a bill of exchange may only want his bank to collect the value on the due date. This, of course, has to be mentioned in the endorsement because the bank does not become the owner of the bill of exchange but only its possessor. That means that the bank cannot hand on the bill any more, except to another bank for collection.

  
   To Barclays Bank

   
   for collection only

  
  Bill Beaver
The endorsement has several functions:

1. It enables the owner of the bill of exchange to transfer the ownership and the right to get payment.

2. It entitles the last endorsee to get the money from the drawee.

3. It makes the endorsers liable for the amount of the bill of exchange if the drawee does not pay. 

orksheet 4

EXERCISE 2


Exchange for  €








Date: 

Pay against this Bill of Exchange




on/at 

to the order of 
 



To: 








payable at:









Back of the Bill of Exchange



Your assignments:






1. Fill in the bill of exchange :

1.1 Mike Ericson, Edinburgh owes Frank White, London, 

 
€  3,420.00. 




      


      They have agreed on payment on 1 April 20...

 










1.2 On the 6 February 20.. Richard Fullmer, Glasgow  

sells goods to Frank White for the same amount of money. Frank White agrees with Mike Ericson that a bill of exchange will be drawn. Mike Ericson has an account with Barclays Bank, Edinburgh, and wants the 

bill of exchange to be payable there. The bill of exchange is made out on 10 February.

1.3 On 12 February the B/E is endorsed to Philip Aden, Oxford 

1.4 On 3 March Philip Aden cannot pay his debts. He has to give the bill of exchange to his supplier Jane Reevers, Henley. 

1.5
Jane Reevers does not collect the money herself. She hands the bill of exchange to her bank, Barclays Bank, Henley, on 5 March for collection.

2.
State who is the drawer, the drawee, the payer and the payee, the first endorsee, the second endorser.

3.
Give the German expressions for these parties to the


bill of exchange.

4.
State who is the owner, who the possessor after Jane Reevers has endorsed the bill of exchange.

5.    Could the payee have handed on the bill of exchange by endorsement if the words "the order of" had been missing on the form?
 








6. State which of the parties to the Bill of Exchange 


6.1 are necessarily the same persons?




6.2 may be the same persons?

     KEY TO EXERCISE 2

    1.

	London, 12 February 20 ..

Mike Ericson 
	Exchange for  €  3,420.00 




Date: February 6  20..
Pay against this Bill of Exchange


on/at April 1 20..
threethousandfourhundredandtwenty  €
to the order of Richard Fullmer, Glassgow             






To: 
Mike Ericson, Edinburgh






                                                                                             Frank White

payable at: Barclays Bank







London



     Edinburgh



Back of the Bill of Exchange


   For me to the order of 



2.
-     drawer: 



Frank White
    Philip Aden, Oxford.





-
drawee: 


Mike Ericson
   Glasgow, 12 February 20.., 



-
payer:



Mike Ericson
                         R. Fullmer 



-
payee: 



Richard Fullmer

-     1st endorser:


Richard Fullmer

   For me to the order of Jane 



-
1st endorsee:

Philip Aden
    Reevers, Henley.





-
2nd endorser:      

Philip Aden
   Oxford, 3 March 20..,







   P. Aden




3.
-
drawer



Aussteller










-
drawee



Bezogner











-
payer



Zahlungsplichtiger/Bezogener



      






-     payee



Wechselnehmer/Remittent

   For me to the order of Barclays


-
endorser



Indossant











-  
endorsee


Indossatar

   Bank, Henley, 





4.
Jane Reevers is the owner, Barclays Bank, Henley, is the

   For collection only.





possessor.




   Henley, 5 March 20..,






                 Jane Reevers

5.    Yes, he could. The B/E is a negotiable document by law.


6.1
-
drawee and payer












-
payee and 1st endorsee







 











-
endorsee and next endorser

6.2
-
drawer and payer





 






drawer and payee

Bill of Exchange - Not Honoured


Endorsee 4 presents B/E

to drawee (payer)

Drawee does not pay

(does not honour the B/E).

Endorsee 4 takes B/E

to court or notary.


Bailiff or notary presents B/E


German law: 2 days after due date at the earliest,
to drawee again.
 


   4 days after due date at the latest











English law: due date at the earliest

Drawee does not honour B/E 


 


  day after due date at the latest

 









French law: 10 days after due date at the latest

Bailiff or notary issues 





protest certificate
 

and hands it to endorsee 4



Endorsee 4 can then start to take recourse to 

together with B/E.





endorsers or to drawer (he can choose). He has to notify

the endorser he wants to take recourse to and the drawer.

Endorsee 4 hands

· notification

· B/E

· protest certificate 

· reaccount




     4 days
to endorsee 3









4 days

Endorsee 3 hands




 2 days


· notification


    4 days
· B/E

· protest certificate

· his own reaccount

to endorsee 2

Endorsee 2 hands




 
   2 days


· notification

· B/E

· protest certificate

· his own reaccount

to endorsee 1

Endorsee 1 hands




 


      2 days


· notification 

· B/E

· protest certificate

· his own reaccount to the drawer.

No form is provided by law: registered mail is advisable, however, because stamp is proof of having kept the deadline of two/four days.

The first account of redraft (reaccount) contains: -     amount of B/E

· commission 

· interest (due date to date of issuing 

reaccount)

-
expenses (postage, costs of issuing protest certificate) 

The reaccount of the other endorsees contains:   - amount demanded by the other endorsees


-    commission

  -     interest 

-    endorsee's own expenses 

After working on the bill of exchange the students will now be able to draw conclusions on:

the functions of the bill of exchange

The bill of exchange has the following functions:

1. means of payment

2. means of securing a credit

3. means of financing/granting a credit

4. means of investment

the advantages of payment by bill of exchange over payment by open account

taking action on a dishonoured bill:

1.
bill of exchange gives independent access to its value 

2. restriction of evidence on a dishonoured bill means that only matters involving the bill of exchange itself may be taken as evidence 

3. short notice of appearance (Ladungsfrist) 

4. short time between suing and trial (Einlassungsfrist)

5. the sentence passed in such a case is enforceable immediately

6. the endorsees are liable for payment as well

deadlines:
all endorsers and drawer against drawee:

  3 years from due date

last endorsee against drawer and endorsers:
 12 months from date of protestation




other endorsers against endorsers and drawer:
  6 months 

Worksheet 6

KINDS OF BILL OF EXCHANGE

	English expression

	English definition
	deutscher Ausdruck
	deutsche Definition

	bill of exchange



	instruction to pay:

drawer and payer/ drawee are different persons
	gezogener Wechsel
	Zahlungsanweisung:

Aussteller und Bezogener sind 

verschiedene Personen

	promissory note

	promise to pay: the drawer is the payer/drawee
	eigener Wechsel

(Solawechsel)
	Zahlungsversprechen: Aussteller ist Bezogener

	draft
	bill of exchange drawn on a person (mostly not accepted)

(instruction to pay)
	Tratte
	gezogener Wechsel

(meist nicht akzetiert)

(Zahlungsanweisung)

	acceptance






	bill of exchange accepted

by the drawee

(instruction and promise to pay)
	Akzept
	gezogener und akzeptierter Wechsel

(Zahlungsanweisung und Zahlungsversprechen)



	term bill
/ tenor bill
	due at a fixed date
	Tagwechsel

	an einem kalendermäßig festegelegten Tag fällig

	after-date bill
	due a fixed time after drawing
	Datowechsel
	eine bestimmte Zeit nach Ausstellung fällig

	sight draft/ sight bill
	due at sight
	Sichtwechsel
	bei Vorlage (Sicht) fällig




	after-sight bill








	due a fixed time after sight
	Nachsichtwechsel
	eine bestimmte Zeit nach Annahme fällig

	bank acceptance
	drawn by a person on a bank and accepted by this bank
	Bankakzept

	von Nichtbank auf eine Bank gezogener und von der Bank akzeptierter Wechsel

	trade bill
	bill that is drawn for financing trade (goods or services)

	Handelswechsel
	Wechsel, der der Finan-zierung eines Handels-geschäftes
dient (Waren oder Dienstleistungen)



	accommodation bill / finance bill

	bill that serves for acquiring money only
	Finanzwechsel

	Wechsel, der der Geldbeschaffung dient, ohne dass ein Waren- oder Dienstleistungs-geschäft zugrunde liegt

	non-negotiable bill of exchange
	bill of exchange whose transfer is not possible by endorsement
	Rektawechsel

	Wechsel, der nicht durch Indossament übertragen werden kann


WORKSHEET 6

EXERCISE 4

English expression
  

number of

letter of


Letter of


German  


ENGLISH



German










EXPRESSION

DEFINITION


definition     



	non-negotiable 

bill of exchange
	
	
	

	accommodation bill 

(finance bill)
	
	
	

	trade bill

	
	
	

	bank acceptance
	
	
	

	after-sight bill

	
	
	

	sight draft (sight bill)
	
	
	

	after-date bill
	
	
	

	term bill (tenor bill)
	
	
	

	acceptance

	
	
	

	draft
	
	
	

	promissory note
	
	
	

	bill of exchange

	
	
	


	1.

Nachsichtwechsel

	2.

Tagwechsel

	3.

Tratte

	4.

Finanzwechsel

	5.

gezogener Wechsel

	6.

Rektawechsel

	7.

Datowechsel

	8.

Sichtwechsel

	9.       eigener Wechsel    

     (Solawechsel)

	10.     Akzept

	11.    Bankakzept


A.

instruction to pay:

 drawer and payer/drawee are different persons

B.

due at a fixed date

C.

due at sight

D.

bill that is drawn for financing trade (goods or services)

E.

promise to pay: the payer is the payer/drawee

F.

bill that serves for acquiring money only

G.
 bill of exchange whose transfer is not possible by endorsement

H.
 drawn by a person on a bank and accepted by this bank

I.

due at a fixed time after sight

J.

bill of exchange accepted by the drawee



(instruction and promise to pay)

K.
 bill of exchange drawn on a person (mostly not accepted) (instruction 

  

to pay)

L.

bill of exchange that is due a fixed time after drawing

a.
Zahlungsanweisung: Aussteller und Bezogener sind verschiedene  Personen

b.  
Wechsel, der nicht durch Indossament übertragen werden kann

c.


von Nichtbank auf eine Bank gezogener und von dieser Bank 

akzeptierter Wechsel

d. 

Wechsel, der der Finanzierung eines Handelsgeschäftes dient (Waren 

und  Dienstleistungen)

e.  
eine bestimmte Zeit nach der Annahme fälliger Wechsel

f.   
bei Vorlage (Sicht) fälliger Wechsel 

g.
gezogener und akzeptierter Wechsel (Zahlungsanweisung und Zahlungsversprechen)

h.

Zahlungsversprechen: Aussteller ist Bezogener

i.

gezogener Wechsel (meist nicht akzeptiert) 
(Zahlungsanweisung)

j.

an einem kalendermäßig festgelegten Tag fälliger  Wechsel

k.

eine bestimmte Zeit nach Ausstellung fälliger Wechsel

l.
Wechsel, der der Geldbeschaffung dient, ohne dass ein Waren-geschäft zugrunde liegt

Exercise 4: Key

English expression
  

number of

letter of


Letter of


German  


ENGLISH



German










EXPRESSION

DEFINITION


definition     



	non-negotiable 

bill of exchange
	6
	G
	b

	accommodation bill 

(finance bill)
	4
	F
	l

	trade bill

	12
	D
	d

	bank acceptance
	11
	H
	c

	after-sight bill

	1
	I
	e

	sight draft (sight bill)
	8
	C
	f

	after-date bill
	7
	L
	k

	term bill (tenor bill)
	2
	B
	j

	acceptance

	10
	J
	g

	draft
	3
	K
	I

	promissory note
	9
	E
	h

	bill of exchange

	5
	A
	a


Worksheet 7
Exercise 5

Scenario:

On 10 October 20..  G&C Glass Import Export Ltd in 234 Liverpool Street, London EC3A 7LP 5, is offered Christmas decorations by Glasbläserei Renn KG, Hauptstr. 27-31, 98724 Lauscha/Germany. As Glasbläserei Renn KG do a lot of business with Great Britain they have an account with Lloyds Bank, 14 Dukes Place, EC3A 7LP London as well as with Sparkasse Lauscha.

Glasbläserei Renn KG would like to produce newly designed articles for decoration and therefore need storeroom. That is why they sell the articles of the old design at re​duced prices. They sell them in pre-packed parcels at a price of € 1,390 each. The contents of each parcel are listed in a catalogue. They limit their offer to ten days as they are running out of stock already.

1.
Write a letter to G&C and inform them of this special bargain. 

Terms of payment: 30 days net, 2.5% cash discount for payment within 8 days from date of invoice. 

Terms of delivery: EXW if G&C collect their goods in Lauscha as they did last time. 


Date of delivery: the day after the arrival of the order.


German law shall be applied to the sales contract.


2.
G&C order 10 parcels but ask to be allowed to pay in 90 days. A good customer has 

 gone bankrupt and the Christmas business has started later than in the years before.

2.1 Write the order. 

2.2 Has a sales contract come into existence? Explain your answer.

2.3 Give the English and the German technical term for G&C’s answer.

3.
Glasbläserei Renn KG agree to 90 days but insist on payment by bill of exchange pay-

able at G&C’s bank in London (Barclays Bank, 122 Liverpool Street, London EC3A 7LP).

Glasbläserei Renn KG would like to have the invoice amount in four instalments payable every three weeks. The receipt for each instalment shall be acknowledged on the invoice. 

3.1 Which advantage does a bill of exchange have as safety is concerned?

3.2 Write the necessary letter to G&C.

3.3 G&C refuse to accept the terms of payment because they are too risky. Why?

3.4 What could they have done to avoid that risk?

3.5 Mrs Stevens rings Mr Gill and on the telephone they agree on payment by bill of exchange

payable in 90 days’ time. The bill of exchange is issued on 18 October 20 .. Fill in the form below. Mr Karl Renn is authorized to sign such documents for his firm.

3.6 Why do you have to add the place at which the bill of exchange is payable and the exact 

address of the drawer?

3.7 Who are: the drawer, the drawee, the payer, the payee?

3.8 Give the English and the German technical terms for this bill of exchange.

4.
On 24 October the bill of exchange is accepted. Provide the form with the acceptance for G&C. Mr Harry Ginger is authorized to sign such documents for his firm.

5.
Which significance does Harry Ginger’s signature have?

6.   What use can Glasbläserei Renn KG make of the bill of exchange?

7.
On the form of the bill of exchange the amount has to be written in figures and in words. How much money would G&C have to pay on the due date if the amount that is written in figures were 13,900 and the amount in words 12,900?

8.
Which amount would have to be paid if the amount had been written twice in words: 13,900 and 12,900? 


9.
Glasbläserei Renn KG wants to sell the bill of exchange to Lloyds Bank in London.

9.1
Give the English and the German technical terms for this procedure.

9.2.
 Why may the London bank be more willing to buy the bill of exchange than the 

German bank?

10.
On 2 November Glasbläserei Renn  KG  arranges by telephone to sell the bill of exchange to their bank in London.  

10.1
Provide the form with the necessary details.  

10.2
What do you call the remark that you write on the bill of exchange in English and in 

  
German?

10.3
Write the letter  which Glasbläserei Renn KG  sends to the bank together with the bill of exchange.

10.4
Why will the bank not credit Glasbläserei Renn KG’s account with the whole 

amount of the bill of exchange?

10.5
Would there have been other possibilities to entitle Lloyds Bank to receive the money from G&C at the due date?

10.6
Where does Lloyds Bank have to present the bill of exchange?

10.7
What will the payer check?

1.

	
	..........................., ........................... Nr d. Zahl. ortes    Zahlungsort
Verfalltag

Gegen diesen WECHSEL – erste Ausfertigung – zahlen Sie am ......................

an .................................................................................... EURO ......................

EURO .............................................................................................. .Betrag in Worten

Bezogener: ...............................................



                               

      
            ................................................

Zahlbar in...........................................

bei.......................................................

Name des Kreditinstitutes                                     Unterschrift und genaue Anschrift des Ausstellers




EXERCISE 5: KEY

1: LETTER

Glasbläserei Renn KG

Hauptstr. 27-31

98724 Lauscha

G&C Glass Import Export Ltd

234 Liverpool Street 

LONDON   EC3A 7LP








Date

ENGLAND

Dear Mrs Stevens

SPECIAL OFFER FOR GLASS ARTICLES

We would like to inform you that we offer some of our stocks at reduced prices.

We sell them in pre-packed parcels at a price of € 1,390.00 each.

Please find details about the contents of each parcel in our special catalogue enclosed.

We limit our offer to ten days as we are running out of stocks already.

Terms of payment: 30 days net, 2.5% cash discount for payment within 8 days from date of 

invoice.

Terms of delivery: EXW if you collect the goods again from our premises as you did last time.

German law shall be applied to the sales contract. 

We hope you can make use of this especially favourable offer.

Yours sincerely 

Hans Gill

Glasbläserei Renn KG Lauscha

Exportabteilung

Enc: 1 special catalogue

2.1: LETTER

G&C Glass Import Export

234 Liverpool Street

London EC3A 7LP

Glasbläserei Renn KG

Hauptstr. 27-31 

98724 Lauscha






Date:

Germany

Attention: Herr Hans Gill

Dear Mr Gill

Your offer of …

Thank you very much for your special offer. We would be very pleased to order 10 parcels.

We would, however, like to ask you to allow us to pay 90 days after the receipt of your invoice. One of our good customers has gone bankrupt and the Christmas business has started later this year than usual. We hope you can understand our position.

Yours sincerely

Pat Stevens

Import department

G&C Glass Import Export

---------------------------------------------------------------------------------------------------------------------------------

2.2
No. Offer and order do not match

---------------------------------------------------------------------------------------------------------------------------------

2.3
Counteroffer – Gegenangebot

---------------------------------------------------------------------------------------------------------------------------------

3.1
It gives independent access to the money, i.e. if anything goes wrong with the 

sales contract (e.g. the goods are not of the quality that has been agreed on in the   

 
sales contract. 

---------------------------------------------------------------------------------------------------------------------------------

3.2: LETTER

Glasbläserei Renn KG

Hauptstr. 27-31

D - 98724 Lauscha

G&C Glass Import Export Ltd

234 Liverpool Street 

LONDON   EC3A 7LP





Date:

ENGLAND

Dear Mrs Stevens

YOUR LETTER OF …

We are very sorry to hear of your financial difficulties. 

We are ready to accept payment within 90 days but have to insist on a bill of exchange due 90 days after the date of acceptance. We would, however, like to have the invoice amount 

paid in 4 instalments payable every three weeks so that after 90 days the complete invoice  is settled.

Payment of the instalments shall be acknowledged by separate receipts we will send you immediately after we have received the money.

We hope that this will be of help to you and are looking forward to your acknowledgement.

Yours sincerely

Hans Gill

Hans Gill

Glasbläserei Renn KG Lauscha

Exportabteilung

--------------------------------------------------------------------------------------------------------------------------------

3.3
The receipt on the invoices would not be valid for a third party that presents the bill 

of exchange to the drawee. So he would have to pay the full amount on the due date.

--------------------------------------------------------------------------------------------------------------------------------

3.4 
Glasbläserei Renn & Co. could have drawn four bills of exchange or made the bill of exchange  non-negotiable. Then they would have to keep the bill of exchange until the due date and present it to the drawee himself.

--------------------------------------------------------------------------------------------------------------------------------

3.5 – 4 – 10.1

	G&C Glass Import Export, London

London, 24 October 20…

                                Harry Ginger
	Lauscha, den 18. Oktober 20...                            Nr d.  Zahl.-ortes       Zahlungsort                    Verfalltag
Gegen diesen WECHSEL – erste Ausfertigung – zahlen Sie am 28. Januar 20.... 

an ......Glasbläserei Renn KG, Lauscha.........................................EURO 13.900,00

EURO....dreizehntausendneunhundert.................................................Betrag in Worten

 Bezogener: G&C Glass Import  Export Ltd............................................................


    

234 Liverpool Street 

           London EC3A  7LP, England
        

                                                                                              Karl Renn
Zahlbar in LONDON  EC3A  7LP......................
       Glasbläserei Renn KG, Lauscha    

 bei Barclays Bank, 122 Liverpool Street..............               Hauptstr. 27-31, D - 98724 Lauscha
Name des Kreditinstitutes
         

            Unterschrift und genaue Anschrift des Ausstellers
  




      Back of the bill of exchange





or: in German:


     For me to the order of 



 


Für mich an die Order von

      Lloyds Bank

 


 




Lloyds Bank

     14 Dukes Place,  LONDON  EC3A 7LP

  

14 Dukes Place,  LONDON  EC3A 7LP


     Karl Renn









Karl Renn

     Karl Renn 









 Karl Renn  

     Glasbläserei Renn KG  






Glasbläserei Renn KG


      Hauptstr. 27-31



    
 



Hauptstr. 27-31


     D-98724 LAUSCHA

                         

D-98724 LAUSCHA


--------------------------------------------------------------------------------------------------------------------------------

3.6
Otherwise the last endorsee does not know where to get his money from.


The last endorsee has to inform the drawer if the bill of exchange is not honoured.

--------------------------------------------------------------------------------------------------------------------------------

3.7
drawer: 
Glasbläserei Renn & Co.

drawee:
G&C Glass Import Export 

payer:

G&C Glass Import Export

payee:

Glasbläserei Renn & Co.

--------------------------------------------------------------------------------------------------------------------------------

3.8 after-date-bill or term bill  Datowechsel oder Tagwechsel

acceptance



  Akzept (akzeptierter Wechsel)


--------------------------------------------------------------------------------------------------------------------------------

4.
cf . 3.5

--------------------------------------------------------------------------------------------------------------------------------

5.
With his signature he acknowledges his debt and promises to pay the amount of the bill of exchange to the lawful owner who presents the bill of exchange on the due date.

--------------------------------------------------------------------------------------------------------------------------------

6.
They can:
-    
leave the bill of exchange with their London bank (Lloyds Bank), ask 

them to keep it and collect the money on the due date 






-    
ask the London bank to discount the bill of exchange


· have the bill of exchange sent to Germany, keep it and present it to the 

drawee at the due date

-
have the bill of exchange sent back to Germany and 

+ use it as a means of payment by endorsing it to another person

+hand it to their German bank (Sparkasse Lauscha) and ask them to 

collect the money at the due date

+ discount it with their German bank

--------------------------------------------------------------------------------------------------------------------------------

7. 
€ 2,900.00 (amount written in words)

--------------------------------------------------------------------------------------------------------------------------------

8.
€ 2,900.00 (lower amount)

--------------------------------------------------------------------------------------------------------------------------------

9.1 discounting – diskontieren

--------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------------

9.2   The Bank of England will rediscount the bill of exchange i.e. if the English bank 

needs money they can sell the bill of exchange to the Bank of England in order to get the money before the due date. – The German bank in contrast cannot do that because the European Central Bank does not buy bills of exchange from banks and the national central banks in the Euro zone do not do so either. That means that if the German bank buys the bill of exchange they will have to keep it, whereas the English bank can sell the bill of exchange and thereby get money before the due date.

--------------------------------------------------------------------------------------------------------------------------------

10.1 cf. 3.5

--------------------------------------------------------------------------------------------------------------------------------

10.2
endorsement - Indossament

--------------------------------------------------------------------------------------------------------------------------------

10.3 

Glasbläserei Renn KG

Hauptstr. 27-31

D - 98724 Lauscha

Lloyds Bank

14 Dukes Place

LONDON  EC3A  7LP






Date: 

ENGLAND

Dear Sirs

DISCOUNTING A BILL OF EXCHANGE

Referring to my telephone call this morning  with Mr Henry Hazel we enclose the bill of exchange in question. Please credit our account with the amount reduced by the interest we arranged.

Yours faithfully

Karl Renn

Karl Renn

Glasbläserei Renn KG

Hauptstr. 27-31

D- 98724Lauscha
--------------------------------------------------------------------------------------------------------------------------------

10.4They will reduce it by the interest payable for the time between the date at which the 

bill of exchange is sold to the bank and the due date. The bank lends the money    

to the seller of the bill of exchange.

--------------------------------------------------------------------------------------------------------------------------------

10.5 Glasbläserei Renn KG could have named Lloyds Bank as the payee in the bill of 


exchange.

--------------------------------------------------------------------------------------------------------------------------------

10.6 Barclays Bank 122, Liverpool Street, London EC3A 7LP

--------------------------------------------------------------------------------------------------------------------------------

10.7 The payer will check if the line of endorsements is not broken, i.e. if the payee is the 

1st endorser, the 1st endorsee is the 2nd endorser etc. 

Worksheet 8
Exercise 6

Scenario:

The firm J&K Wazzle (16 Cornmarket Street, Oxford OX3 2FA) imports books from all over Europe.  In payment of a consignment of books from Poland ( invoice amount € 23,000)  their supplier Pawel Gora, Cieplice ul. Wroclaw,  wants to draw a bill of exchange on them.  Pawel Gora owes the same amount of money to Papierfabrik Lage AG (Gewerbegebiet 2003, 98693 Ilmenau/ Germany) for a consignment of special paper. The three firms arrange that one bill of exchange shall be drawn on  16 March 20.. due on 16 June of the same year.  

The bill of exchange shall be payable in  €.  German law shall be applied to the proce​dure.

The bill of exchange shall be payable at J&K Wazzle’s bank Oxfordshire County Bank, 12 High Street, Oxford OX3 2FA.

Your assignments

1.   Fill in the form below.

2.  On 23 March 20 ..  the bill of exchange is presented to the drawee for acceptance.

2.1 The drawee has not received the whole consignment of books yet. He therefore refuses to accept the bill of exchange. Why? 

2.2 On 25 March J&K Wazzle receive the remaining consignment. Supply the bill of exchange with the acceptance. James Wazzle is authorized to sign such forms for his firm.

3. 
On 30 March the payee hands on the bill of exchange in payment of an invoice to 

Recycling AG, Wiesenstr. 12, 07743 Jena. 

3.1
Write a full endorsement on the bill of ex​change. Uwe Jockel is authorized to sign such documents for his firm.

3.2 Who is entitled to get the money from J&K Wazzle after the bill of exchange has 

been endorsed?

3.3 Which technical terms do you use for Papierfabrik Lage and for Recycling AG after 

the bill of exchange has been endorsed? (English and German)

4.
On the 15 April Recycling AG hand the bill of exchange on to Machine PLC, 15 Rosyth

Road, Edinburgh ED6 5FA ( Anne Fink is authorized to sign endorsements). Machine PLC ask for a blank endorsement.

4.1
What may be the reason?

4.2 Why is this procedure risky?

4.3 Is there an alternative that does not involve that risk but has the same advantage for 

Machine PLC?

4.4 Why may Muffin & Burger not have chosen that solution?

4.5 Provide the bill of exchange with the endorsement. Leave enough space to change 

that endorsement to a full endorsement.

5. After having changed owners twice the bill of exchange lands in the hands of Richard & Richard, Pillnitzer Str. 139, 01069 Dresden.

5.1 They want their bank, Deutsche Bank AG, Postplatz 10, 01067 Dresden, to collect the money from J&K Wazzle. They hand it to the bank on 1 June. Provide the bill of exchange with the appropriate endorsement. 

5.2 Who is the owner and who the possessor of the bill of exchange after it has been 

endorsed and handed to the bank?

6. On the due date that send the bill of exchange to Oxfordshire County Bank . 

6.1 J&K Wazzle cannot pay. What can Deutsche Bank Dresden do to prove that the bill of exchange has been presented in time but not been honoured? Describe in detail what they have to do.

6.2 When can they do that at the earliest?

6.3 When do they have to do it at the latest?

6.4 Would it be the same dates if J&K Wazzle and Pawel Gora had agreed on applying English law to this bill of exchange?

6.5 What would happen if they missed that date?

6.6 Richard & Richard asks Machine PLC to pay the amount.

6.6.1 Could Richard and Richard have taken recourse to Papierfabrik Lage? Give reasons 

for your answer. 

6.6.2 Write the letters that are necessary according to the German Wechselgesetz.

One of the letters has to contain the reaccount. Richard & Richard request:

  Expenses:  € 9.00 

  Interest:   6% p.a. interest for 4 days 

  Commission: 1/3 o/too of the amount of the bill of ex​change 

   Costs of protesting the bill of exchange: € 30  

      6.7
How much time do you have to write these letters?

6.8
Would you send these letters by normal mail? Give reasons for your answer.

6.9
The bill of exchange reaches the drawer. The reaccount now amounts to 

  € 23, 180.00. What could the drawer have done to make this amount less high?

 1.


Exchange for







Date: 

Pay against this Bill of Exchange


on/at

to the order of  
To: 







payable at:  















EXERCISE 6: KEY

1.

	J&K Wazzle, 16 Cornmarket Street, Oxford

Oxford, 22 March 20 …

                                             J Wazzle
	Exchange for  €  23000.00 




                     Date: 16 March 20 …

Pay against this Bill of Exchange


on/at 16 June 20…

Twentythreethousand €
to the order of  Papierfabrik Lage GmbH, 

                      Gewerbegebiet 2003 D 98693 Ilmenau     





To: 
J&K Wazzle  

16 Cornmarket Street






Oxford OX3 2FA





                      












  















                              Pawel Gora








  
             Pawel Gora





payable at:  



    

                     Cieplice ul.

Oxfordshire County Bank



        Wroclaw                                                         High Street, Oxford OX3 2FA
                              Poland



Back of the bill of exchange


    For me to the order of 
    Recycling AG 

    Wiesenstr. 12, D-07743 Jena

    Jena, 30. März 20 ..  

    Uwe Jockel

    Papierfabrik Lage KG

    For me to the order of 

    Richard & Richard

    Pillnitzer Str. 139

    D - 01069 Dresden

    Anne Fink

    Anne Fink

    Machine PLC, 15 Rosyth Road


   Edinburgh ED6 5FA

    For me to the order of

    Deutsche Bank AG

    Postplatz 10

    01067 Dresden

    for collection only

   M Richard

    Richard & Richard

    Pillnitzer Str. 139
    D-01069 Dresden

------------------------------------------------------------------------------------------------------------------------------
2.1
As the bill of exchange is an unconditional order to pay, it gives independent access to 

the money. Every rightful possessor of the bill of exchange would be entitled to demand the complete amount from the drawee.

-------------------------------------------------------------------------------------------------------------------------------

2.2  cf. 1.

------------------------------------------------------------------------------------------------------------------------------
3.1 cf. 1.

------------------------------------------------------------------------------------------------------------------------------
3.2 Recycling AG, Jena
-------------------------------------------------------------------------------------------------------------------------------

3..3 Papierfabrik Lage: endorser 

 Recycling AG: endorsee

-------------------------------------------------------------------------------------------------------------------------------

4.1Machine PLC does not want to be asked to pay the amount if the drawee does not 

pay.

-------------------------------------------------------------------------------------------------------------------------------

4.2 Anybody who holds the bill of exchange in his hands would be entitled to claim the money from the payer.

-------------------------------------------------------------------------------------------------------------------------------

4.3 Yes. They could add “without recourse to me“ to the endorsement with which they hand 

on the bill of exchange.

-------------------------------------------------------------------------------------------------------------------------------

4.4 Then those who take the bill of exchange in payment of invoices would see that he does not trust the drawee. So he may not be able to find someone who accepts this bill of exchange.

-------------------------------------------------------------------------------------------------------------------------------

4.5 cf. 1.

-------------------------------------------------------------------------------------------------------------------------------

5.1 cf.1.

-------------------------------------------------------------------------------------------------------------------------------

5.2 Richard & Richard are the owners, the bank is the possessor.

-------------------------------------------------------------------------------------------------------------------------------

6.1They can protest the bill of exchange. 

-------------------------------------------------------------------------------------------------------------------------------

6.2 On 16 June 

-------------------------------------------------------------------------------------------------------------------------------

6.3 On 18 June if 16, 17, and 18 June are neither Sundays nor bank holidays, otherwise the deadline is extended 

-------------------------------------------------------------------------------------------------------------------------------

6.4 They could only protest the bill of exchange on 16 and 17 June if neither are Sundays or bank holidays.

-------------------------------------------------------------------------------------------------------------------------------

6.5 They are not entitled any more to take recourse.

-------------------------------------------------------------------------------------------------------------------------------

6.6 The 

-------------------------------------------------------------------------------------------------------------------------------

6.7 Yes, he can. He can take recourse to any of the endorsers and the drawer. He can choose.

-------------------------------------------------------------------------------------------------------------------------------

6.6.2 Richard & Richard want to take recourse to Papierfabrik Lage. Is that possible?

 Give reasons for your answer.

6.7 How much time do you have to write these letters?

6.8 The bill of exchange reaches the drawer. The reaccount now amounts to 

  € 23, 180.00. What could the drawer have done to make this amount less high?

Richard & Richard

Pillnitzer Str. 139

D-01069 Dresden

MR/tt

20 June 20..

Pawel Gora





















Cieplice ul.

Wroclaw

Poland


















Dear Sirs,

BILL OF EXCHANGE NOT HONOURED

This is to inform you that the bill of exchange that was drawn by you on Messrs J&K Wazzle on 16 March 20 .. has not been honoured. We enclose a copy of the protest certificate.

Yours faithfully

Mike Richard

Mike Richard

Richard & Richard

Pillnitzer Str. 139

D 01069  Dresden

Richard & Richard

Pillnitzer Str. 139

D-01069 Dresden


MR/tt

 
20 June 20..

   
 Machine PLC

15 Rosyth Road


   
 Edinburgh ED6 5FA

GROSSBRITANNIEN



Dear Sirs


Bill of exchange not honoured


We are sorry to inform you that the bill of exchange you handed to us on the 


was not honoured by the drawee.


We enclose the protest certificate as evidence.


We are sorry to have to charge you the following:

€
23,000.00


€   
         9.00 expenses


€ 

   5.11interest (6% for 4 days)


€             7.66 commission


€           39.00 costs of protesting the bill of exchange 


€   23,0 44.17


Please transfer this amount to our account no 345600 with the Deutsche Bank AG in Dresden.


Yours faithfully

Mike Richard

Mike Richard


Richard & Richard


Pillnitzer Str. 139

D-01069  Dresden

-------------------------------------------------------------------------------------------------------------------------------

6.7       Richard & Richard have to inform the endorsers whom they want to take recourse to and  

the drawer in 4 days’ time.

-------------------------------------------------------------------------------------------------------------------------------

6.8  
No. It has to be sent be registered mail. The date of posting is important. 

-------------------------------------------------------------------------------------------------------------------------------

6.9

Like all the endorsers the drawer is entitled to write “recourse to me without protest”.

  
The possessor of the bill of exchange can then take recourse without protest. 



If he protests all the same he has to bear the costs himself.

-------------------------------------------------------------------------------------------------------------------------------
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                                  Ron Fester
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