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Title: 
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Target Group: 


Trainees and employees working in international trade, 

students involved in international trade.

Prior Knowledge: 

Terms of Payment:


Payment in Advance, Payment on Delivery,

Open Account, Bill of Exchange

Follow-Ups:

Details of letters of credit

Objectives:


Students should :

· understand the basic desire of importer / exporter

for safety and delivery / payment on time

-
know the basic ideas about:








Documentary Collection








Letter of Credit

Benefits:

Students should be able to answer the following questions:

-
What should be done to make the importer reasonably sure that he will get the goods at the time agreed on in the sales contract?

-
What should be arranged to make the exporter feel reasonably sure that he will get the money at the time agreed on in the sales contract?

The students shall understand the basic desire of the importer to be sure to get the goods on time and the basic desire of the exporter to be sure to be paid on time and as soon as possible.

At the end of the lessons they are expected to know how delivery and payment have to be arranged to grant the desired security to both.  

	Teaching Time

(ex-perience)
	Contents
	Activities
	Media
	Teaching

Method
	Skills

	Alternative 1

	5 minutes
	Documentary Collection

Documents against Payment

(payment at sight)
	Teacher sets basic scenario1  I for Documentary Collection D/P and draws basic illustration on blackboard
	Blackboard
	Presentation by teacher
	Listening

	25 minutes
	Documentary Collection D/P

(payment at sight)
	Students develop the solution to the problem that is contained in the basic scenario, and complete drawing on blackboard 
	blackboard: teacher’s drawing 
	Discussion about  best way
	Creativity in solving problems,

speaking,

expressing and accepting objective criticism

	Alternative 1.1

	
	Documentary Collection D/P

(payment at sight)
	Students add  verbal description

with teacher’s help
	Blackboard,dictionaries
	Classroom discussion about  best words
	Speaking;

using dictionaries, using technical terms



	Alternative 1.2

	10 minutes
	Documentary Collection D/P

(payment at sight)
	Practising: Students match sentences with illustration
	Worksheet: Exercise 1

dictionaries
	Individual work
	Working all by oneself,

motivating oneself, using  dictionaries

	10 minutes


	Documentary Collection D/P

(payment at sight)
	Students compare and correct results
	Key to Exercise 1
	Class work
	Reading, Speaking, 

listening, expressing and accepting objective criticism

	Alternative 1 (1.1 and 1.2)  combined continued

	5 minutes
	Letter of Credit D/P

(payment at sight)
	Teacher sets basic scenario  II  for Letter of Credit D/P (payment at sight) and draws basic illustration on blackboard
	Blackboard
	Presentation by teacher
	Listening


	25 minutes
	Letter of Credit 

D/P

(payment at sight)
	Students develop the solution to the problem and complete the drawing on the blackboard 


	Blackboard:

teacher’s drawing 
	Class work – discussion about the best way
	Creativity in solving problems

speaking,

expressing and accepting objective criticism

	Alternative 1. 3 

	20 minutes
	Letter of Credit D/P

(payment at sight)
	Students add verbal description
	Students’ copybooks
	Individual work
	Writing,

using tech-nical terms,

motivating oneself

	5 minutes
	Letter of Credit D/P

(payment at sight)
	Students compare their results with their neighbour’s results
	Students’ copybooks
	Working with a partner
	Speaking,

arguing,

expressing and accepting objective criticism

	10 minutes
	Letter of Credit D/P

(payment at sight)
	Students compare their results with other students and with teacher, write best results on blackboard and correct their results
	Students’ copybooks,

blackboard
	Class work
	Speaking, arguing,

expressing and accepting objective criticism

	Alternative 1.4

	10 minutes
	Letter of Credit D/P

(payment at sight)
	Students do 

exercise 2: Matching

sentences with the graph
	Worksheet: Exercise 2
	Individual work
	Reading,

working all by oneself

	5 minutes
	Letter of Credit D/P

(payment at sight)
	Students compare results with each other and with teacher
	Key to exercise 2
	Class work
	Reading, speaking,

listening,

expressing and accepting objective criticism

	Alternative 2

	5 minutes
	Documentary Collection and Letter of Credit

Documents against Payment

(payment at sight)
	Teacher divides class into two groups:

importer and exporter

and sets scenario  I for 

group Importer and scenario II for

group Exporter
	Blackboard
	Presentation by teacher
	Listening 


	10 minutes


	Documentary Collection and Letter of Credit

(D/P)

(payment at sight)
	Students solve the problem that is contained in the scenario
	Students’ copybooks
	Group work – each group solves either problem of GROUP IMPORTER 

or 

GROUP EXPORTER
	Creativity in solving problems speaking,

listening, expressing and accepting objective criticism

	8 minutes


	Documentary Collection

(D/P)

(payment at sight)
	Members of GROUP IMPORTER  present their results and complete illustration on blackboard


	Blackboard
	Class work / discussion
	Speaking, listening,

asking questions,

expressing and accepting objective criticism

	8 minutes
	Letter of Credit

(D/P)

(payment at sight)
	Members of group Exporter present their results and complete illustration on blackboard
	Blackboard
	Class work / discussion
	Speaking, listening, ask-

ing questions,

expressing and accepting objective criticism

	Alternative 2.1

	
	Documentary Collection and Letter of Credit D/P

(payment at sight)
	Students add verbal descriptions with the help of the teacher
	Blackboard,

dictionaries
	Class work
	Finding correct words,

using dictionaries,

using technical terms

	Alternative 2.2

	10 minutes
	Letter of Credit and/or Documentary Collection D/P

(payment at sight)
	Practising: Matching sentences with graph

either one after the other or half the class exercise 1, the other half exercise 2
	Worksheet: Exercise 1 and 

Exercise 2
	Individual work or work with a partner
	Reading,

using a dictionary
	

	15 minutes
	Letter of Credit and/or Documentary Collection D/P

(payment at sight)
	Students compare results with each other and with teacher
	Keys to exercises

1 and 2
	Class work
	Reading, speaking,

listening,

expressing and accepting objective criticism

	Alternatives 1 and 2 combined continued

	5 minutes
	Documentary Collection and Letter of Credit D/P (deferred payment)
	Teacher sets scenario III
	None
	Presentation by teacher
	Listening


	10 minutes
	Documentary Collection and Letter of Credit D/P (deferred payment)
	Students solve the problem contained in scenario III and find out consequences for importer and exporter
	Blackboard
	Class work,


	Speaking,

expressing and accepting objective criticism

	5 minutes
	Documentary Collection and Letter of Credit Documents against Acceptance

(importer’s and bank acceptance)
	Teacher and students develop idea of Documents against Acceptance and consequences for importer and exporter
	Blackboard
	Class work
	Listening



	5 minutes
	Documentary Collection  and Letter of Credit D/A
	Teacher draws basic graph on blackboard

(see scenario I); students copy and complete basic graph (half the class: Documentary Collection – the other half: Letter of Credit)  
	Blackboard,

students’ copybooks
	Individual work


	Creativity in solving problems, 

drawing conclusions

	10 minutes
	Documentary Collection  and Letter of Credit D/A
	Students compare 

results with each other and with teacher and complete teacher’s drawings on blackboard 
	Blackboard


	Class work
	Speaking, 

listening, expressing and accepting objective criticism

	Alternative A

	10 minutes
	Documentary Collection  and Letter of Credit D/A
	Students add verbal descriptions with teacher’s help
	Blackboard
	Class work
	Speaking, using 

technical terms

	Alternative B

	10 minutes


	Documentary Collection and Letter of Credit D/A 
	Practising: 

matching sentences with illustration
	Worksheet: Exercises 3 and 4
	Individual work
	Working all by oneself,

reading, motivating oneself

	10 minutes
	Documentary Collection and Letter of Credit D/A
	Comparing and correcting results
	Keys to Exercises 3 and 4
	Class work
	Reading, speaking, 

listening, expressing and accepting objective criticism


	Alternatives A and B combined continued

	  5 minutes
	Letter of Credit:

revocable – irrevocable;

advised - confirmed


	Teacher sets scenarios V and VI
	None
	Presentation by teacher
	Listening

	15 minutes
	Letter of Credit:

revocable – irrevocable;

advised - confirmed


	Teacher and students solve the problems contained in the scenarios
	Blackboard
	Class work / discussion
	Creativity in solving problems,

speaking, listening, expressing and accepting objective criticism
	
	
	

	15 minutes
	Letter of Credit

involving more than two banks
	Practising: 

Exercise 5


	Worksheet:

Exercise 5
	Individual work
	Working all by oneself,

motivating oneself,

interpreting an illustration, writing, forming sentences, drawing conclusions

	15 minutes
	Letter of Credit

involving more than two banks
	Students compare results with each other and with teacher
	Key to exercise 5
	Class work
	Reading, speaking, 

listening, expressing and accepting objective criticism

	
	Letter of Credit

revocable – irrevocable;

advised - confirmed
	Teacher sets scenarios V and VI


	None
	Presentation by teacher
	Listening

	
	Letter of Credit

revocable – irrevocable;

advised - confirmed
	Students solve problem together with teacher
	Blackboard
	Class work
	Creativity in solving problems,

listening,

speaking

expressing and accepting objective criticism


	450 minutes
	Letter of Credit combined with what students have learned before


	Practising: Exercise 6
	Worksheets: Exercise 6
	Individual work,

working with a partner,

group work

as teacher thinks fit
	Depending on the method selected by the teacher;

working on a long exercise: perseverance,

drawing conclusions,

combining the letter of credit with subject matter that has been learned before 

	100 minutes
	Letter of Credit combined with what students have learned before


	Comparing results and correcting
	Key to Exercise 6
	Class work
	Speaking, listening,

arguing,

expressing and accepting objective criticism


1 The usage of the word “Scenario“ is open to question.

  The word “Scenario“ as it is used here has the meaning of the German word “Fall“. 

Scenario I:

(1)  The exporter and the importer want to form a sales contract. It will take the consignment eight weeks to reach the importer. 

(2) Neither exporter nor importer completely trust their business partners but both trust their respective banks. 

The banks trust each other. 

(3) The importer wants to send off the money only if he is quite certain that he will get the goods from the exporter. Think again of what you learned about  transport documents .

Ideas (if necessary):

The on board Bill of Lading could be used as evidence of the fact that the goods have been sent off by the exporter. The importer can accept a Bill of Lading as such a document, because it is a document of title and as such gives the importer a title to the goods. That means that if the importer has the Bill of Lading in his hands he is the owner of the goods and is sure that he will get the goods from the shipping company. 

So the importer can ask the exporter to send him the Bill of Lading and can pay after he has received the Bill of Lading.

 (He is still uncertain though as concerns the quality of the goods, as he has to pay before taking possession of the goods and thus being able to check them.)
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So the following steps have to be taken:



(1)
The exporter either takes the goods to the harbour himself or he contacts the shipping company giving some basic information about the consignment (e.g. size, weight) for the shipping company to be able to collect the goods and load them onto the ship. The bill of lading instructions follow with the full details of the consignment for the shipping company to issue the bill of lading.

(2)
The bill of lading is sent to the exporter.

(3) 
The exporter sends the bill of lading together with the other documents specified in the sales contract to his bank.

(4) 
After checking the documents, the exporter‘s bank sends the documents to the importer‘s bank.

(5)
The importer‘s bank exchanges the documents for immediate payment from the importer

(6a) – (8a)
The importer effects payment through his and the exporter‘s bank.

(6b) – (7b) 
The importer takes the bill of lading to the shipping company and gets the goods in return.

EXERCISE 1: Documentary Collection / Documents against Payment 

Write the letters of the sentences against the appropriate arrows in the graph.

A. The issuing bank checks the documents and hands them to the buyer.



B. The exporter dispatches the goods to the buyer.

C. The exporter presents the  shipping documents to the advising / confirming bank. 

D. The buyer's account is debited by the issuing bank in a previously  agreed manner.

E.     In exchange for the shipping documents the buyer picks up the goods from the

F.     shipping  company.

G. The exporter is given the Bill of Lading.

H. The invoice amount is transferred to the advising / confirming bank by the issuing bank.

I. The advising / confirming bank checks the documents and forwards them to the issuing bank.

J. The exporter and the buyer form a sales contract and agree that payment will be arranged by Documentary  Collection.

K. The advising / confirming bank credits the exporter's account as previously agreed.
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EXERCISE 1: KEY

	DC

D/P
	
	   Exporter
	Advising Bank
	  Issuing Bank
	    Importer
	Ship or

Shipping Company

	
  1.
	 J
	
	
	
	
	

	  

  2.
	 B
	
	
	
	
	

	
  3.
	 G
	
	
	
	
	

	
  4.
	 C
	
	
	
	
	

	
  5.
	 K
	
	
	
	
	

	  

  6.
	 I
	
	
	
	
	

	  

  7.
	 H
	
	
	
	
	

	  8.
	 A
	
	
	
	
	

	  9.
	 D
	
	
	
	
	

	 10. 
	 E
	
	
	
	
	

	 11.
	 F
	
	
	
	
	


Scenario II

(1)  The exporter and the importer want to form a sales contract. It will take the consignment eight weeks to reach the importer. 

(2)
Neither exporter nor importer completely trust their business partners but both trust their respective banks. 

The banks trust each other. 

(3) The importer is ready to pay once the documents have arrived, i.e. the importer accepts 

receipt of the original Bill of Lading as exclusive title to the goods. If a document such as a waybill or consignment note accompanies the goods on their journey, the importer will instruct his bank to pay after he has received the consignment.

Could the importer do something similar to what the exporter does in case of Documentary Collection?


What can be done for the exporter to feel more certain about getting paid?

Ideas (if necessary): The importer could give his bank access to the money and ask the bank  to inform the exporter of this.

     Let students go on from there.
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bill of lading and other documents agreed on in the sales contract
information

The following steps have to be taken:

(1) The importer allows a bank in his country access to the invoice amount. Typically this bank would be the importer‘s bank. (The actual amount that he allows his bank access to may vary depending on the exchange rate if he pays in a currency other than his own.)


This bank issues (or opens) the letter of credit. That is why it is called the OPENING or the ISSUING BANK.

By opening the L/C, the ISSUING BANK promises the exporter to pay the invoice amount as soon as the documents listed in the L/C arrive.

(2)
The ISSUING BANK then informs a bank in the exporter‘s country - named in the L/C and possibly also in the sales contract -  that the L/C has been opened.

(3)
This bank informs (advises) the exporter that the L/C has been opened. That  is why this bank is called the  ADVISING BANK.

 (4)
The exporter either takes the goods to the harbour himself or he contacts the shipping company giving some basic information about the consignment (e.g. size, weight) for the shipping company to be able to collect the goods and load them onto the ship. The bill of lading instructions follow with the full details of the consignment for the shipping company to issue the bill of lading.

(5) The shipping company loads the goods onto the ship,  makes out the bill of lading and sends the bill of lading to the exporter.

(6) The exporter sends the bill of  lading together with the commercial invoice and the other 

documents specified in the L/C to his bank.

(7) After checking the documents, the advising bank sends the documents to the importer‘s 

bank.

(8a) The issuing bank also checks the documents before paying the L/C amount to the advising bank.

(9a) The advising bank transfers the money to the exporter.

(8b) At the same time the issuing bank hands the documents to the importer


(9b) The importer takes the original bill of lading to the shipping company.

(10) In return for the original bill of lading, the importer is given the goods.

Exercise 2:  Letter of Credit / Documents against Payment

Write the letters of the sentences against the appropriate arrows.

A.
The issuing bank asks the advising / confirming bank to inform the exporter  about the credit 

.line.

B.
The issuing bank checks the documents and hands them to the buyer.



C.
The exporter dispatches the goods to the buyer.

D.
The exporter presents the  shipping documents to the advising / confirming bank. 

E.
The buyer's account is debited by the issuing bank in a previously  agreed manner.

F.
The advising/confirming bank notifies the exporter of the fact that the L/C is opened in his favour.

G.
In exchange for the shipping documents the buyer picks up the goods from the shipping

A. company.

I.
The exporter is given the Bill of Lading.

J.
The invoice amount is transferred to the advising / confirming bank by the issuing bank.

K.
The advising / confirming bank checks the documents and forwards them to the issuing bank.

L. The buyer applies for the opening of the L/C and gives independent access to the invoice amount to the issuing bank.

M. The exporter and the buyer form a sales contract and agree that payment will be arranged by L/ C.

N. The advising / confirming bank credits the exporter's account as previously agreed.
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EXERCISE 2: KEY
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Scenario III

Importer and exporter agree on payment by Documentary Collection /Letter of Credit (D/P)

But the importer will not be able to pay before the goods have arrived.

Which possibilities exist? 

1.
They can agree on the bank paying later (e.g. immediately after the goods have arrived).

Importer and exporter would agree on deferred payment.

2.
Deferred payment in the case of Documentary Collection could be secured by  a bill of exchange. That means  that the exporter gets independent access to the invoice amount because the importer  (or his bank) has to accept the bill of exchange before the importer is given the documents and thereby access to the goods. In practice this procedure is often applied to the Letter of Credit, too
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bill of lading only

bill of lading and other documents 

               instructions

The following steps have to be taken:



(1)
The exporter either takes the goods to the harbour himself or he contacts the shipping company giving some basic information about the consignment (e.g. size, weight) for the shipping company to be able to collect the goods and load them onto the ship. The bill of lading instructions follow with the full details of the consignment for the shipping company to issue the bill of lading.

(2)
The bill of lading is sent to the exporter.

(3) 
The exporter sends the bill of lading together with the other documents specified in the sales contract and the draft drawn by the exporter on the importer to his bank.

(4) 
After checking the documents, the exporter‘s bank sends the documents and the draft to the importer‘s bank.

(5)
The importer‘s bank exchanges the documents for the acceptance of the draft from the importer

(6a) – (8a)
The importer sends the accepted bill of exchange to the exporter through his and the exporter‘s bank.

(6b) – (7b) 
The importer takes the bill of lading to the shipping company and gets the goods in return.
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bill of lading, other documents agreed on in the sales contract 



instructions and information

The following steps have to be taken :

(1)
The importer allows a bank in his country access to the invoice amount.
This bank issues (or opens) the letter of credit. 

 (2)
The ISSUING BANK then informs a bank in the exporter‘s country - named in the L/C and possibly also in the sales contract -  that the L/C has been opened.

(3)
This bank informs (advises) the exporter that the L/C has been opened. 

(4)
The exporter either takes the goods to the harbour himself or he contacts the shipping 

company giving some basic information about the consignment (e.g. size, weight) for the shipping company to be able to collect the goods and load them onto the ship. The bill of lading instructions follow with the full details of the consignment for the shipping company to issue the bill of lading.

(5)
The shipping company loads the goods onto the ship,  makes out the bill of lading and sends the bill of lading to the exporter.

(6)
The exporter sends the bill of  lading together with the draft that he has drawn on the importer, the commercial invoice and the other documents specified in the L/C to his bank.

(7)
After checking the documents, the advising bank sends the documents together with the draft  to the issuing bank.

(8) The issuing bank also checks the documents before handing them and the draft to the importer.

(9a) The importer hands back the accepted bill of exchange to the issuing bank.

(10a) The issuing bank hands the bill of exchange to the advising bank.

(11) The bill of exchange is handed to the exporter by the advising bank.

(9b) At the arrival of the ship the importer takes the original bill of lading to the shipping 

company.

(10b) In return for the original bill of lading, the importer is given the goods.

Exercise 4: DOCUMENTARY COLLECTION / Documents against Acceptance

Write the letters of the sentences against the appropriate arrows in the graph.

B. The buyer accepts the draft and hands it back to the issuing bank.

C. The exporter is given the Bill of Lading.

D. The acceptance is sent to the advising / confirming bank by the issuing bank.

E. The issuing bank checks the documents and hands them to the buyer together with the draft.



F. The exporter dispatches the goods to the buyer.

G. The advising / confirming bank checks the documents and forwards them to the issuing bank.

H. The exporter and the buyer form a sales contract and agree that payment will be arranged by Documentary Collection (D/A).

H.
The advising/confirming bank gives bill of exchange to exporter or credits his account as previously agreed..

I.
In exchange for the shipping documents the buyer picks up the goods from the

J.
shipping  company at the arrival of the ship.

K.
The exporter presents the  shipping documents to the advising / confirming bank together with the draft drawn by him on the buyer. 
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EXERCISE 4: KEY
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EXERCISE 5: Letter of Credit / Documents against Acceptance

Write the letters of the sentences against the appropriate arrows

A.
The issuing bank asks the advising / confirming bank to inform the exporter  about the credit line.

B.
The buyer accepts the draft and hands it back to the issuing bank.

C.
The exporter is given the Bill of Lading.

D.
The buyer applies for the opening of the L/C and gives independent access to the invoice amount.

E.
The acceptance is sent to the advising / confirming bank by the issuing bank.

F.
The issuing bank checks the documents and hands them to the buyer together with the draft.



G.
The exporter dispatches the goods to the buyer.

H.
The advising / confirming bank checks the documents and forwards them to the issuing bank.

I.
The exporter and the buyer form a sales contract and agree that payment will be arranged by L/ C (D/A).

J.
The advising / confirming bank credits the exporter's account as previously agreed.

K.
The advising / confirming bank notifies the exporter of the fact that the L/C is opened in his favour.

L.
The exporter presents the  shipping documents to the advising / confirming bank together with the draft drawn by him on the buyer. 

M.
In exchange for the shipping documents the buyer picks up the goods from the shipping 

N.
company.

	L/C

D/A
	
	   Exporter
	Advising Bank
	  Issuing Bank
	    Importer
	Ship or

Shipping Company

	
  1.
	
	
	
	
	
	

	  

  2.
	
	
	
	
	
	

	
  3.
	
	
	
	
	
	

	
  4.
	
	
	
	
	
	

	
  5.
	
	
	
	
	
	

	  

  6.
	
	
	
	
	
	

	  

  7.
	
	
	
	
	
	

	  

  8.
	
	
	
	
	
	

	  

  9.
	
	
	
	
	
	

	   10. 
	
	
	
	
	
	

	 11.
	
	
	
	
	
	

	 12.
	
	
	
	
	
	

	 13.
	
	
	
	
	
	

	 14.
	
	
	
	
	
	


EXERCISE 5: KEY

	L/C

D/A
	
	   Exporter
	Advising Bank
	  Issuing Bank
	    Importer
	Ship or

Shipping Company

	
  1.
	 I
	
	
	
	
	

	  

  2.
	 D
	
	
	
	
	

	
  3.
	 A
	
	
	
	
	

	
  4.
	 K
	
	
	
	
	

	
  5.
	 G
	
	
	
	
	

	  

  6.
	 C
	
	
	
	
	

	  

  7.
	 L
	
	
	
	
	

	  

  8.
	 J
	
	
	
	
	

	  

  9.
	 H
	
	
	
	
	

	   10. 
	 E
	
	
	
	
	

	 11.
	 B
	
	
	
	
	

	 12.
	 F
	
	
	
	
	

	 13.
	 M
	
	
	
	
	

	 14.
	 N
	
	
	
	
	


Scenario IV:


The importer refuses acceptance of the goods. Can he also refuse payment?

1.1
In order to make the exporter quite sure that he will get paid, the L/C gives the exporter an     independent access to payment. This means that the importer‘s bank must pay, no matter what happens to the sales contract, as long as the documents fulfil the conditions set out in the L/C: The L/C only deals in documents.

1.2 In order to make it impossible for the importer to cancel the L/C, the L/C is irrevocable, unless exporter and importer have previously agreed on a revocable L/C and that fact is stated in the L/C.

Scenario V:


The government of the importer‘s country issues a new law which forbids money to leave the country. What can the exporter do to make sure he gets paid all the same?

If the exporter is not quite sure about the standing of the importer’s bank or of the political and economic stability of the importer’s country (the government may forbid e.g. the transfer of money to foreign countries) he can ask his own bank (or another bank in his country) to confirm the letter of credit. This means that a bank in the exporter’s country guarantees the exporter independent access to payment.

This letter of credit would then be called a confirmed letter of credit.

EXERCISE  7

The  LETTER   OF   CREDIT / Documents against Payment: More than two banks involved

Describe the ways of goods, documents and money verbally.


EXPORTER










IMPORTER







        



  














 
                                

         


    








        





 

      

 EXPORTER’s
 









IMPORTER’s 

 BANK: 












BANK:







 ADVISING











ISSUING

 BANK




        

       



BANK





NEGOTIATING 




     REIMBURSING




BANK






     BANK

Note: 
The reimbursing bank is a bank with which the issuing bank has an account, if the currency involved is foreign to the issuing bank. The money which is held in that account is in the same currency as the invoice which the importer has to pay.

The negotiating bank is the bank to which the exporter sends the documents. It claims payment from the reimbursing bank. 

Exercise 7: KEY

1. The importer allows a bank in his country access to the invoice amount. Typically this bank would be the importer‘s bank. (The actual amount which he allows his bank access to may depend on the exchange rate if he pays in a currency other than his own.)

2.
This bank issues (or opens) the letter of credit. That is why it is called the OPENING or the ISSUING BANK. By opening the L/C, the ISSUING BANK promises the exporter to pay the invoice amount as soon as the documents arrive.

3.   The ISSUING BANK then informs a bank in the exporter‘s country - named in the L/C -  that the L/C has been opened.

4.  This bank informs (advises) the exporter that the L/C has been opened. That  is why this bank is called the ADVISING BANK.

    5.   The exporter then arranges through a shipping company for the goods to be loaded onto the ship. The shipping company (or its agent) makes out the bill of lading (see 3.1 and 3.2 above) and sends the bill of lading to the exporter.

6.  The exporter then sends the bill of lading together with the commercial invoice and the other documents specified in the L/C to the NEGOTIATING BANK named in the L/C.

7. 
After having checked the documents, the NEGOTIATING BANK sends the documents to the ISSUING BANK which already had an agreement to take payment from the importer in return for the documents.

8.
The NEGOTIATING BANK claims payment from the REIMBURSING BANK. 

9.  The REIMBURSING BANK is a bank with which the OPENING BANK has an account and  deals in the currency in which payment has to be effected.

10.The REIMBURSING BANK debits the account of the OPENING BANK and makes  payment to the NEGOTIATING BANK, from whom the exporter receives payment, unless otherwise agreed.

EXERCISE  6

Scenario: 

You are Patrick (Patricia) O’Connell, employee in the import department of FOOD IMPEX, Swords Industrial Park, Swords, Co. Dublin. You have read in the ”Financial Times” of 11th June that the price for coffee beans has fallen on the world market. In the magazine “COFFEE  TRADE” of 12th June you had seen two advertisements of Guatemalan exporters of coffee beans : GUATEX, Calle de Vasco da Gama, Guatemala City, Guatemala and Coffee Export, Avenida de Vespucci, Puerto Barrios, Guatemala.   They offer coffee beans and blends of all kinds “at extremely low prices” and “on extremely favourable conditions” respectively. As you are running short of coffee you decide to send enquiries to these two firms and also to Antigua Coffee Export, Via de San Ignacio, Antigua, Guatemala, which has been your supplier up to now. 

You want to order 20 tonnes of coffee beans of premium quality and Highland blend. That is why you send enquiries to these three exporters in Guatemala.

Your assignments:

1.
Write a letter of enquiry to either GUATEX or  Coffee Export. Enquire about the quality of the coffee, the new prices, about terms of delivery and terms of payment.

2.
Send a fax to your normal supplier, informing him about what you have read in the paper and ask him for a new quotation for coffee.

In answer to your enquiries you receive the following three offers: 

cf. appendices 1 –3.

3.1

Send a fax to Hibernia Shipping Line, Port Centre, Dublin 1 and enquire about their 

freight rates for transporting a 20’ container (FCL/FCL Carriers Haulage) about 21 tonnes gross weight from Puerto Barrios to Dublin.

In reply to your enquiry you get a fax from the shipping line: cf. appendix 4.

3.2

Why is the period of validity of the quotation of the shipping company important?

4.
Compare the prices of the three quotations for coffee beans and decide which offer you want to accept (exchange rate: USD 1 – EUR  1.23). Remember that you want 125% of the CIF value insured.

5.1 Write a letter to the supplier who offers the coffee at the most favourable price. In addition to the documents suggested in the offer you would like to have the net weight checked at their side and at their expense and a quality certificate issued at their cost. You must insist on getting an original negotiable insurance certificate. Tell them also that you understand that they will pack a 20’ container using palettes (FCL/FCL Carriers Haulage) that will be shipped on the 15 July at the latest and will be transported by the Hibernia Shipping Line from Puerto Barrios to Dublin direct. Ask them to arrange the sea transport. An irrevocable L/C has been opened by your bank CB CELTIC BANK, St Stephens Green, Dublin by SWIFT for their benefit. It will be advised through Banco de Barrios, Puerto Barrios. The L/C amount is a maximum of EUR 73,500.00. 

5.2
What Incoterm must be quoted in the contract and L/C ? Why will only one Incoterm be correct ?                 

5.3

Why is the L/C-amount “a maximum of” EUR 73,500.00?



5.4
Why do you mention getting the coffee beans on palettes?

6.
What has to be done for the sales contract between FOOD IMPEX and Coffee Export to come into existence? Or is it already formed after you have sent the order? Give evidence for your answer.

7.

Look at the way in which the weights are expressed in the offers:

7.1  
Explain the meaning of the phrase “per 1000 kg unloaded weight FOB Puerto Barrios”.

7.2  
Why may Food Impex want to have the weight checked?

7.3 

What would happen if you ordered 20 tons instead of 20 tonnes?                        

8. Explain what the Incoterms suggested in the three offers imply for your firm as regards     

risks, costs and the obligation to provide transport and insurance.

9.

Consider the insurance:


9.1

You insist on getting an original negotiable insurance certificate. Why?

9.2

In the letter from Coffee Export, Puerto Barrios it says: “ invoice value plus 25%” 

9.2.1 
What does that mean for your firm?

9.2.2 
What influence does that have on the insurance premium?

9.3

Who will have to provide insurance – Coffee Export, Puerto Barrios or your firm?

9.4

Who would be the first (initial) beneficiary of the insurance certificate?

9.5 

How can you be sure that the goods are not underinsured?

9.6

Why does the amount insured differ from the invoice amount?

10.1
Explain the terms of payment mentioned in each of the offers.

10.2
Write a letter to CB Celtic Bank and ask them to open the L/C required. Give them the    

  

necessary details: Valid until 30 July

10.3
Fill in the application form for the L/C.

11.

Look at the bills of lading requested in the offers:

11.1.1
Why should the bills of lading be clean bills of lading?

11.1.2 Would there be any difference if the letter had not mentioned that it should be a clean 

bill of lading? 

11.2
Why should the bills of lading be on-board bills of lading?

11.3
Which other kinds of bills of lading do you know? Describe them.

11.4
What does “3/3” mean and why should the bills of lading be made out in this way?

11.5
Explain the meaning of “made out to order” (App.1)

11.6 Why should the bill of lading in the present scenario (App.3) be made out to the order of CB Celtic Bank, Dublin?

11.7 
Which role does that bank (CB Celtic Bank) play in the system of the L/C?

11.8
If this bill of lading is handed on, who will be the first endorser?

11.9 
Look again at the bill of lading requested in App. 3. Who will be the first endorser?

12.

Have a look at the bill of lading (App. 8) and answer the following questions:

12.1 Can FOOD IMPEX be sure that the coffee beans are not mouldy?

12.2
Explain the phrases and their significance:

12.2.1
one of which being accomplished, the others to be void 

12.2.2
said to contain (s.t.c.)

12.2.3
FCL/FCL Carriers Haulage

12.3
What would be different if you had agreed on FCL/FCL Merchants Haulage?

12.4  
What would be different if you had agreed on LCL/LCL?

13.1
Check the enclosed documents: Do they comply with the L/C?

13.2
The L/C deals only in documents: What should the importer therefore include in the L/C to make sure that he receives the quality and the amount he has ordered?


14.
When Coffee Export has shipped the coffee and received the bill of lading, will they get  paid?

15.
If Food Impex went bankrupt after the L/C being opened, what would happen to goods and payment :

15.1
in the case of an unconfirmed L/C?

15.2
in the case of a confirmed L/C?

16.

Under which conditions should Coffee Export insist on a confirmed L/C?
17. You hear that the ship has got into a storm, i.e. that the goods will not arrive undamaged:


Would you be able to refuse

17.1
acceptance of the goods
17.2
payment
 even if the documents were in order?

Appendix 1:

Guatex

Export/Import

Calle de Vasco da Gama

Guatemala City

Guatemala

Tel. 0789 98 00 45

Fax: 0789 98 00 46

Food Impex

Swords Industrial Park








your ref.:
SWORDS











our ref: CC/hl
Co. Dublin

Republic of Ireland









date: 15 June 20..

Attention Mr  Patrick O’Connell

Dear Mr O’Connell

Referring to your enquiry of 13 June we are pleased to submit the following offer:

Highland Coffee Beans Quality 2 at EUR 3700.00 per 1000 kg unloaded weight FOB Puerto Barrios Incoterms 2000 including seaworthy packing 

Packing: 275 sacks of 69 kg net each, 

 shipped in a 20’ hardtop container with slits for the coffee to be aired.

Terms of payment:
Confirmed Documentary Credit payable at sight through a bank in Guatemala City. 

Documents: 3/3 clean on-board Bills of Lading made out to order 

commercial invoice

Presentation of Documents: 15 days from date of shipment

This offer is valid for one month from today's date.

We hope to hear from you soon.

Yours sincerely 
Ch. Chaud

Ch. Chaud
Guatex

Appendix 2:

Antigua Coffee Export

Via de San Ignacio

Antigua

Guatemala
Tel:
00502 9 7786
  Fax: 00502 9 7788

Food Impex

Swords Industrial  Park









your ref.:

Swords













our ref.:   PA/gb

Co. Dublin

Republic of Ireland










date: 15 June 20

Dear Sirs

We refer to your enquiry of 13 June and are glad to offer you the following:

Highland Coffee Beans Quality 2

Price: 

   EUR 3650/1000 kg unloaded weight FOB Puerto Barrios Incoterms 2000




   Extra charge for seaworthy packing:  EUR 12.00 per 1000 kg

The coffee will be shipped on pallets in a 20' hardtop container (with slits for the coffee to be aired )

   of 275 sacks of 69 kg each.

Terms of payment: Documentary Collection / Documents against Acceptance through 

BANCO DE  GUATEMALA,  London branch.

All bank charges: for our account

We suggest the following documents:    
-   3/3 clean on board bill of lading, made out to  order        











-   
commercial invoice.

We would suggest  LATINO  SHIPPING LINE , Brazilia, Brazil (Puerto Barrios Branch) for the purpose of checking the weight. The price we have quoted includes the costs of this checking and is valid for one month from today's date.

Yours faithfully

Antigua Coffee Export

Vincente

P. Vincente

Export Department

Appendix 3:

Œ
Coffee Export
Avenida de Vespucci

Puerto Barrios

Guatemala
Tel: 00502 44329  

Fax: 00502 443209

FOOD IMPEX

Swords Industrial Park










your ref.:

SWORDS












our ref.: TC-ex
Co. Dublin












date: 15 June 20..
Republic of Ireland

Dear Mr O’Connell

Thank you for your enquiry about coffee.

We are very pleased to send a particularly favourable offer. It is valid for six weeks only.

Highland Coffee Beans Quality 2

Price EUR 3,650.00 per 1000 kg unloaded weight CIF Dublin Incoterms 2000 

The price includes: 
Seafreight: 




USD 1,200.00 







Bunker Adjustment Factor:
                  USD      95.00 (subject to variation)





Terminal Handling Charge:

         EUR     150.00





Load on / Load off:



EUR
    100.00






Insurance Premium:



0.5% on insurance value (invoice value plus 25 %)



Insurance will be effected through PBMI  Puerto Barrios Marine Insurance.

Packing: 275 sacks of 69 kg net each, shipped in a 20' hardtop container with slits for the coffee to be aired .

Payable net by documentary credit at 30 days sight through Banco de  BARRIOS  in Puerto Barrios.      

Bank charges: for our account

Documents: 
- 3/3 clean on-board Bill of Lading, to the order of CB Celtic Bank, Dublin    


 



- insurance certificate (invoice value plus 25%) 











- commercial invoice.

We hope to hear from you in due course.

Yours sincerely

Coffee Export

T. Carandel

T. CarandelExport Department/Europe

Appendix 4:

Њ
HIBERNIA SHIPPING LINE

Port Centre

Dublin 1

Ireland

Tel: 003531 345210
Fax: 003531 345211

20 June 20..

LR/DD

FOOD IMPEX

Swords Industrial Estate

SWORDS

Co. Dublin

Attention Mr Patrick O’Connell

Dear Mr O’Connell

With reference to your recent enquiry, attached please find the following quotation:

Freight rate:

FCL/FCL 20’ container: approximately 21 tonnes gross weight

Freight rate Puerto Barrios – Dublin: USD 1,550.00 

BAF





         
USD     92.00
subject to change

THC (Dublin)





EUR   150.00 


Lo/Lo (Dublin)





EUR    100.00

Insurance premium : 0.6% on the insured value.

This quotation is valid for 1 month from today’s date.

We are looking forward to hearing from you in due course.

Yours sincerely

Hibernia Shipping Line

L. Ryan

L. Ryan

Appendix 5:
PBMI  Puerto Barrios Marine Insurance


Insurance Certificate
 No. 45571/20

Original / negotiable
















premium paid

















premio pagado

By payment against one specimen the other ones will become null and void.
according to policy No.: 300/20
segun poliza No.:

in the name of:

Coffee Export Puerto Barrios
de la casa:

issued in favour of:
FOOD IMPEX,  Swords Industrial Park, Swords, Co. Dublin, Ireland
emitido a favor de:

goods insured:

275 sacks à 69 kg of Highland Coffee Beans Quality 2
mercancias aseguradas:

amounting to:

EUR 86,573.44

con valor de:

for the voyage from:
Puerto Barrios, Guatemala

to: Dublin
para el vaie desde:

by vessel:


Quetzal

pour buoue:

conditions:


C (Institute Cargo Clauses)
condiciones:

Claims to be ascertained by:

En caso de siniestro dirigirse a:

Tenner & da Gama Ltd.

Port Centre 

Dublin 1

Tel.: 00353 1 224498

Fax: 00353 1 2244908
Signatures: 
    PBMI








COFFEE EXPORT



  M. Asero







R.Paolo

Appendix 6:

CB Celtic Bank, 18/21 St Stephens Green, Dublin 2

FOOD IMPEX

Swords Industrial Park









date:21 June 20..
SWORDS

Co. Dublin

Dear Mr O’Connell

Thanks for your enquiry. After checking your credit line we are willing to open the irrevocable Documentary Credit in favour of Coffee Export, Puerto Barrios, Guatemala.

Please complete the enclosed application form. After you have returned it we will ask Banco de Barrios, Puerto Barrios, to advise the Documentary Credit immediately to Coffee Export, Puerto Barrios.

We hope to hear from you soon.

Yours sincerely

CB Celtic Bank

R. O’Neill

(R. O’Neill)

Manager

Enc: application form

Appendix 7: application form for L/C

APPLICATION  AND  AGREEMENT  FOR  DOCUMENTARY  LETTER  OF  CREDIT

TO: CB CELTIC BANK PLC







   REF NO: _____________

We hereby instruct you to open an IRREVOCABLE documentary Letter of Credit on the terms set out herein by electronic transmission;

	APPLICANT (Name and Address)


	Date of expiry:                                                                                

Expiring in country of beneficiary unless otherwise stated 

Documents to be presented within _____ days after  date of issuance of transport documents unless otherwise stated

	ADVISING BANK

(Applicants should not complete this section unless they have been specifically directed to by the beneficiary)
	BENEFICIARY (Name and Address)



	Partial Shipments

    Allowed         Not allowed                        
	Transhipments

   Allowed      Not allowed
	Amount (in words and figures)

	Shipment / Dispatch  from / at

Not later than (date)

To:
	Available by Drafts drawn

At _____Days from Bill of Lading date

	DOCUMENTS REQUIRED

1.       Signed Commercial Invoice in Triplicate (unless otherwise stated) showing contract terms                                       

                     CIF               CFR           FOB  Covering the goods described below

2.       Full Set of Clean Marine Bills of Lading (        )to order and blank endorsed and marked notify Applicant

                 Freight marked                       Paid                            Collect

3.       Insurance Policy/Certificate endorsed in blank for 110% of the Invoice Amount covering  “All Risks“ 

          Insurance to be effected by Applicant

4.       Other Documents / Special Instructions: 

	DESCRIPTION OF GOODS (Brief)



	       All         Foreign bank charges for account                       Beneficiary                      Applicant

	We hereby request you to arrange the issue of a Documentary Letter of Credit on the terms set out above subject to Uniform Customs and Practice for Documentary Credits (1993 Revision) International Chamber of Commerce Publication No. 500 except so far as otherwise expressly stated.  In consideration of your arranging issue of Documentary Letter of Credit we hereby accept the terms and conditions as set out and agreed between the Company and the Bank and that our acceptance is to constitute an undertaking by us to comply with the terms and conditions stated therein.

For and on behalf of

Authorized Signature(s)
_______________________________________
Date___________


Appendix 8: Bill of Lading 

	Њ Hibernia Shipping Line, Dublin
	BILL OF LADING   FOR COMBINED TRANSPORT  

                                   OR  PORT  TO  PORT  SHIPMENT

	SHIPPER

Coffee Export 

Avenida de Vespucci Puerto Barrios

Guatemala
	VOYAGE-NO. 33090166

	
	SHIPPER’S REFERENCE  505/1098/7


	CONSIGNEE OR  ORDER

TO ORDER
	CARRIER                    

                                                Њ
  HIBERNIA  SHIPPING LINE 

                DUBLIN

	NOTIFY ADDRESS

Food Impex , Swords Industrial Park, Swords, Co. Dublin 
	PLACE OF RECEIPT

	OCEAN VESSEL

Quetzal
	PORT OF LOADING

Puerto Barrios
	PLACE OF DELIVERY 

(applicable only when document is used for COMBINED transport)



	PORT OF DISCHARGE

Dublin
	
	

	CONTAINER  NOS. / MARKS  and NOS.             NUMBER AND KIND OF PACKAGES                     GROSS WEIGHT (kg)  MEASUREMENT (cbm)

                                                                                  DESCRIPTION OF GOODS 

1  20' CONT  FCL/FCL                                 21,955 kg               33.9

                                                                                  STC  275 sacks à  69 kg

                                                                                 Highland Coffee Beans Quality 2

                                                                                 CEPB –DB-432/88                                   Freight Prepaid

  SHIPPED ON BOARD

  M. V. Quetzal

  DATE:  16 July 20 . .

  HIBERNIA SHIPPING LINE

  Puerto Barrios

ABOVE PARTICULARS AS DECLARED BY SHIPPER

	 
	RECEIVED by the Carrier from the shipper in apparent good order and condition (unless otherwise 

stated  herein). The total number and quantity of Containers or other packages or units indicated in the 

box opposite entitled Total No. of  Containers / Packages received by the Carrier‘ for Carriage subject 

to all  the terms and conditions hereof (INCLUDING  THE  TERMS  AND  CONDITIONS  ON  THE  

REVERSE HEREOF  AND  THE  TERMS AND CONDITIONS OF THE CARRIER’S  

APPLICABLE  TARIFF) from the Place of Receipt or  the Port of  loading , whichever is applicable, to 

the Port of  Discharge or the Place on Delivery, whichever is applicable. One original Bill of Lading, 

duly endorsed, must be surrendered by the Merchant to the Carrier in exchange for the Goods or a 

Delivery Order. In accepting this Bill of Lading the Merchant expressly accepts and agrees to all its 

terms and conditions, whether printed, stamped or written, notwithstanding the non-signing of this Bill 

of Lading by the  Merchant.

IN WITNESS WHEREOF the number of original Bills of Lading stated below all of this tenor and date 

has been signed, one of which being accomplished, the others to stand void.



	Movement

                           FCL / FCL
	

	Freight and Charges
	Prepaid
	Collect
	

	Origin Land Freight /

Transp.Add’l
	
	
	

	Origin THC / LCL Charge
	
	
	

	Sea Freight
	     
	
	

	Destination THC / LCL Charge
	
	
	

	Destination Land Freight /

Transp. Add’l
	
	
	

	Total Freight
	  X
	
	

	
	Number of original Bs/L 

           3 / 3
	Place and Date of Issue

Puerto Barrios, 15 July 20..

	
	
	             Њ
Hibernia Shipping Line  

     Mannerly


Appendix 8a: Bill of Lading 

	Њ Hibernia Shipping Line, Dublin
	BILL OF LADING   FOR COMBINED TRANSPORT  

                                    OR  PORT  TO  PORT  SHIPMENT

	SHIPPER


	SHIPPER’S REFERENCE



	CONSIGNEE OR  ORDER


	CARRIER                    

                                               Њ
  HIBERNIA  SHIPPING LINE 

                DUBLIN

	NOTIFY ADDRESS


	PLACE OF RECEIPT

	OCEAN VESSEL
	PORT OF LOADING
	PLACE OF DELIVERY 

(applicable only when document is used for COMBINED transport)



	PORT OF DISCHARGE
	
	

	CONTAINER  NOS. / MARKS  and NOS.             NUMBER AND KIND OF PACKAGES                     GROSS WEIGHT (kg)  MEASUREMENT (cbm)

                                                                                  DESCRIPTION OF GOODS 

ABOVE PARTICULARS AS DECLARED BY SHIPPER

	TOTAL NO. OF CONTAINERS

RECEIVED BY THE CARRIER
	RECEIVED by the Carrier from the shipper in apparent good order and condition (unless otherwise 

stated  herein). The total number and quantity of Containers or other packages or units indicated in the 

box opposite entitled Total No. of  Containers / Packages received by the Carrier  for Carriage subject 

to all  the terms and conditions hereof (INCLUDING  THE  TERMS  AND  CONDITIONS  ON  THE  

REVERSE HEREOF  AND  THE  TERMS AND CONDITIONS OF THE CARRIER’S  

APPLICABLE  TARIFF) from the Place of Receipt or  the Port of  loading , whichever is applicable, to 

the Port of  Discharge or the Place on Delivery, whichever is applicable. One original Bill of Lading, 

duly endorsed, must be surrendered by the Merchant to the Carrier in exchange for the Goods or a 

Delivery Order. In accepting this Bill of Lading the Merchant expressly accepts and agrees to all its 

terms and conditions, whether printed, stamped or written, notwithstanding the non-signing of this Bill 

of Lading by the  Merchant.

IN WITNESS WHEREOF the number of original Bills of Lading stated below all of this tenor and date 

has been signed, one of which being accomplished, the others to stand void.



	Movement

                           
	

	Freight and Charges
	Prepaid
	Collect
	

	Origin Land Freight /

Transp.Add’l
	
	
	

	Origin THC / LCL Charge
	
	
	

	Sea Freight
	
	
	

	Destination THC / LCL Charge
	
	
	

	Destination Land Freight /

Transp. Add’l
	
	
	

	Total Freight
	
	
	

	
	Number of original Bs/L 


	Place and Date of Issue

	
	
	               Њ 

Hibernia Shipping Line


Appendix 9: Letter of Credit

Issue of a Documentary Credit

DOCUMENTARY CREDIT NUMBER:
236700081/KLCS 66888

ISSUING BANK:





CB Celtic Bank, St Stephens Green, Dublin 2

FORM OF DOCUMENTARY CREDIT:
Irrevocable

DATE OF ISSUE:




23 June 20 . .


DATE AND PLACE OF EXPIRY:

30 July 20 . . ; Puerto Barrios
APPLICANT:





Food Impex, Swords Industrial Park, Swords Co. Dublin

BENEFICIARY:





Coffee Export, Avenida de Vespucci, Puerto Barrios

CURRENCY CODE AND AMOUNT:
a maximum of EUR 73,500.00

AVAILABLE WITH/BY/AT



Puerto Barrios Bank, Puerto Barrios, Guatemala


PARTIAL SHIPMENT:



Not allowed

TRANSHIPMENT: 




Not allowed

FOR TRANSPORTATION TO:


Swords Co. Dublin  via Dublin Port
LATEST SHIPMENT DATE:


15 July 20 . .

DESCRIPTION OF GOODS:


Highland Coffee Beans Quality 2
PRESENTATION PERIOD:


15 days
CHARGES:






all charges payable by beneficiary
DOCUMENTS REQUIRED:


Bill of Lading











Quality Certificate










Insurance Certificate (invoice amount plus 25 %)










“All Risks”

CONFIRMATION INSTRUCTION:

Without

The above Documentary Credit is subject to the Uniform Customs and Practice for Documentary Credits (Revision 1993) International Chamber of Commerce (Publication No. 500).

Appendix 10: Commercial Invoice

	
	Commercial  

Export  Invoice
	

	Œ
Coffee Export




Avenida de Vespucci

Puerto Barrios
Guatemala

Tel: 00502 44329  



Fax: 00502 443209


	Invoice No.: 

19-768/exp/E
	Seller’s Reference:

A-756 790

	
	Invoice date:

10 July 20..
	Other Reference:

	Consignee

Food Impex

Swords Industrial Park 

SWORDS

Co. Dublin

Ireland


	Buyer (if not consignee)

	
	Country of origin of goods

Guatemala
	Country of destination

Ireland



	Vessel / date

Quetzal
	Port of loading

Puerto Barrios
	Terms of delivery and payment

CIF Dublin

D/C through Puerto Barrios Bank, Puerto Barrios

Guatemala

	Port of discharge

Dublin
	Place of delivery

Swords
	

	Shipping marks/container no.                  number and kind of packages, description of goods        Total gross wt. (kg)  Total cube (m2)                      

CEPB – DB – 432/88                  1 x 20' container (275 sacks of 69 kg each)     21,955 kg

FOOD IMPEX                                 Highland Coffee Beans Quality 2

DUBLIN                                                                                                               Total net wt. (kg)                                                                                                                                                      

                                                                                                                             18,975 kg



	Item/packages
	Gross  / net / cube      Description

18,975 kg Highland Coffee Beans Quality 2
	Quantity

275 sacks/

69 kg each
	Unit price

EUR

3,650.00/

1,000 kg


	Amount

EUR

69,258.75



	
	
	
	Total amount

 EUR   69,258.75        

	
                                                                                                                                         Name of signatory 

                                                                                                                                         E. Rico

                                                                                                                                         Place and date of issue

                                                                                                                                         Puerto Barrios, 10 July 20..

It is hereby certified that this invoice shows the actual price of the goods described, 

that no other invoice has been or will be issued and that all particulars are true and correct.         Signature:  E. Rico                                                                                                                                            


Exercise 6  -  Key

1. Sample Letter

Dear Sirs,

We saw your advertisement in the magazine COFFEE TRADE of 12th June. 

Please send us a quotation for 20 tonnes of coffee beans. We would be grateful if you could let us know the qualities that you can supply, the prices, discounts, terms of payment and terms of delivery. 

We are especially interested in Highland Coffee Beans Quality 2.

Please let us have your reply as soon as possible.

Yours faithfully

FOOD IMPEX

P.O‘Connell

P. O‘Connell

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

2. Sample Fax

	FAX
	Date:  13 June 20..

	
	Pages (incl.. Cover) 1

	Antigua Coffee Export





 

Avenida de San Ignacio

Antigua








Guatemala













Fax:
00502 9 7788
	From: Food Impex

             Swords Industrial Park

            SWORDS

            Co. Dublin

            Ireland

Telephone: +353 1 1120078

Fax: +353 1 1120079

	Dear Mr Vincente

Due to the decrease in the prices of  coffee beans in the world market we would like to ask you for a new quotation for all the kinds of coffee you offer. We are especially interested in Highland Quality 2.

We hope that your prices are competitive so that we can continue our good business relations.

Yours sincerely

FOOD IMPEX

P.  O’Connell

P. O’Connell
	


3. 
Sample Fax

	FAX








	Date: 16 June 20..



	
	Pages (incl. Cover) 1



	To:


Hibernia Shipping Line


Port Centre

Dublin 1


Fax:
01 345211
	From: 

Food Impex

Swords Industrial Park, 

SWORDS


Co. Dublin





Ireland

Telephone: +353 1 1120078

Fax:
+353 1 1120079

	Dear Sirs

Please let us know your freight rates for a 20‘ container – approximately 20 tonnes of 

coffee beans – from Puerto Barrios / Guatemala to Dublin.

Yours faithfully

Food Impex

P. O’Connell
P. O’Connell




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

 3.2 It is important because the offer is made in US$. The exchange rate may  change.

The bunker adjustment factor (BAF) has already been left open to change with the increasing oil price. For FOOD IMPEX the period of validity is important because if transport for the consignment is not arranged before the expiry of that period they may have to pay a higher freight rate.

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

4. Calculation: 

Calculation for 18,975.00 kg (the contents of a container); exchange rate: USD 1 – EUR 1.23   

	Supplier

                 Costs


	Guatex, Guatemala City

EUR
	Antigua Coffee Export, Antigua

EUR
	Coffee Export, 

Puerto Barrios

(CIF Dublin)

EUR
	Coffee Export

Puerto Barrios

(FOB Puerto Barrios)

	FOB

Seafreight

BAF* *

THC (Dublin)

Lolo (Dublin)


	70,207.50

  1,906.50

     113.16 

     150.00

     100.00 
	Packing:     227.70

                 69,258.75 

                  1,906.50

                     113.16

                     150.00

                     100.00

                    
	  66,983.02*

    1,476.00

       116.85                    150.00

       100.00


	66,983.02

  1,906.50

     113.16

      150.00

      100.00

	CFR

Insurance
	72,477.16

     547.69
	                71,756.11

                     542.24
	  68,825.87        

       432,88
	 69,252.68

      523.32

	CIF
	73,024.85
	                72,298.35
	  69,258.75
	 69,776.00**


Clues to the calculation table:

* 1.
CIF value as given in the quotation 

    
+ 25% of that value = insured value

   
0.5%   of that sum makes the insurance premium.

   
CIF value ./. insurance premium = CFR

   
CFR ./. LoLo, THC, BAF, seafreight = FOB price

**2.
FOOD IMPEX would also like to know how much they would have to pay if the pirice were quoted FOB Puerto Barrios and they arranged and paid for the services of the shipping line.


So you take the FOB price as calculated in the calculation table before and add the seafreight, BAF, THC, LoLo . The result is the CFR value. Then you have to add the insurance premium in order to get the CIF value.


The insurance premium amounts to 0.6% on the insured value (CIF value + 25 %).


That would mean that the CFR value is 99.25% (100% ./. (0.6% + 25% of 0.6%)  


Going on from there you can calculate the CIF value.

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

5.1  Sample Letter

Dear Sirs,

Thank you for your quotation of Highland Coffee Beans Quality 2.

We would like to place an order with you for

approximately  20 tonnes net of Highland Coffee Beans Quality 2.

In addition to the documents suggested in your offer we must insist on getting an original negotiable insurance certificate. We would  also like to have a quality certificate issued at your cost.

We understand that you will pack a 20‘ container using pallets (FCL/FCL Carriers Haulage) which will be shipped by Hibernia Shipping Line from Puerto Barrios to Dublin direct. From there it will be picked up by our own lorry. 

Terms of delivery:  CIF Dublin Incoterms 2000.

Please confirm the contents of this letter and let us also know the date of shipment. It should be 15 July at the latest.

Yours faithfully

FOOD IMPEX

P. O‘Connell

P. O‘Connell

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

5.2  The only possible Incoterm would be CIF. With all the other Incoterms (except CIP) it would not be possible (and not meaningful) for the importer to want the exporter to send him an insurance certificate. The shipping costs  quoted by Hibernia Shipping Line to FOOD IMPEX are higher than those quoted by Coffee Export; it is therefore cheaper for FOOD IMPEX to have the transport paid for by Coffee Export. The question of the quality of the shipping line need not be considered because Coffee Export will also employ Hibernia Shipping Line for the transport.

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

5.3
The  actual invoice amount (which has to be paid) may be up to 10% lower than the maximum amount. This is arranged because the weight cannot be exactly stated.

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

5.4
The coffee should be sent on palettes because unloading the container takes much less time and is therefore considerably cheaper.

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

6.
No, it has not come into existence. You have changed the documents that must be handed in to your bank; in addition the quality certificate has to be issued at the seller’s expense.  

The contract is not formed before either Coffee Export Puerto Barrios confirm the changes or they send the bill of lading, i.e. deliver the goods. 

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

7.1
When the goods are unloaded on the quay in Puerto Barrios the container must weigh  kg.

21,955 kg 

(net weight 18,975; packing [sacks etc.] 380 kg; pallets 400 kg; container 2.200 kg) 

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

7.2
They want to have the weight checked in order to avoid disputes. Coffee tends to lose weight during the transport.


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

7.3
1 tonne = 1,000 kg



The expression “ton“ would not be clear in itself.  

1 long ton (GB)    = 1,016.05 kg approximately


1 short tonne (US) = 907.185 kg

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

8.
FOB Puerto Barrios: 

The goods must have passed the ship’s rail at the named port of shipment for the exporter to have fulfilled the sales contract.

 
He also has to effect the contract of transport and bear the risk up to that point.

Your firm has to bear the following costs: - transporting the goods to Dublin Harbour

- unloading the goods in Dublin Harbour

- transporting the goods to your  warehouse1
Your firm must accept the goods, contract for the transport and bear the risk for loss or damage in transit from the moment the goods have passed the ship’s rail in the port of shipment.

     CIF Dublin:

The exporter has delivered the goods and thereby fulfilled his obligations arising from the

sales contract when the goods have passed the ship’s rail in the port of shipment.

He must bear the shipping and other costs that are necessary to bring the goods to the port of destination named in the Incoterm. He has also got to contract for the carriage of the goods up to that point. 

Although he bears the risk only until the goods have passed the ship’s rail in the port of shipment he must effect insurance for the entire journey at his expense. He is obliged to take out insurance in accordance with the minimum cover of the Institute Cargo Clauses (Institute of London Underwriters) (ICC) or any similar set of rules (in Germany e.g. ADS – Allgemeine Deutsche Seeversicherungsbedingungen).

Your firm must accept the goods at the named port of destination, bear the risk of loss or damage to the goods after they have passed the ship’s rail in the port of shipment and bear the shipping costs for unloading the goods and for transporting them from Dublin Harbour to your warehouse1. 

1 unless your  firm has made other arrangements e.g. sold  the goods  already while they were still at sea.
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

9.1  You think of selling the goods before they arrive. You can transfer ownership of the   

 
goods by handing on the endorsed B/L. Your customer may insist on entitlement to insurance being transferred to him also. The insurance certificate is not in itself a 

negotiable document, but can be made one by a remark put on the document. It can then be transferred by endorsement.

You need the original in order to claim entitlement to money from the insurance company in case of loss or damage to the goods.

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

9.2.1
If the goods are lost or damaged in transit, your firm may get more than the original   invoice value. This should make up for profit you lose because you cannot sell these goods. It may also be needed to buy new goods at an increased price (inflation).

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

9.2.2   The insurance premium is higher.

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

9.3     As the Incoterm is CIF, the exporter will have to provide insurance at his cost.

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

9.4    Your firm would be the initial beneficiary. Second or third beneficiaries would be firms who  

         have bought the goods from you and to whom your firm has endorsed the certificate.

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

9.5   The Incoterm CIF provides that the exporter insures the goods in accordance with the  

        minimum cover of the Institute Cargo Clauses (ICC) (see above 6. CIF)

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

9.6   The amount insured is based on the invoice amount plus 25% as agreed. 

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

10.1   Guatex wants payment through a confirmed documentary credit  payable at sight   through a bank in Guatemala City, i.e. as soon as the documents arrive at CB Celtic Bank in Dublin,  they have to transfer the money to a bank in Guatemala City.

Antigua Coffee Export requests payment through documents against acceptance by Documentary Collection. That means that Antigua Coffee Export  will (usually) draw a draft on your firm, which will accept the draft on arrival. Your firm will get the bill of lading from CB Celtic Bank. 

Coffee Export demands payment through documentary credit payable 30 days sight.    

That means that CB Celtic Bank must transfer the money 30 days after the documents 

have arrived at Barrios Bank Puerto Barrios.

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

10.2 Sample Letter

CB  CELTIC BANK

18/21 St Stephens Green









our ref: POC

Dublin 2













your ref: ON / re

Attention: Mr O’Neill











date: 13 June 20..
Dear Mr O’Neill

Today we have placed an order for 20 tonnes of Highland coffee Quality 2 with Coffee Export, Puerto Barrios, Guatemala.

The consignment is due to be shipped by the 15th July CIF Dublin Incoterms 2000.

The documents required are:

- 3/3 clean on-board bills of lading, to order blank endorsed, issued by Hibernia Shipping Line   

  Dublin  

- 3 copies of the commercial invoice

- quality certificate

- 1 negotiable original marine insurance certificate covering all risks by PBMI Marine Insurance     

   Puerto Barrios Marine Insurance, Puerto Barrios



We are applying for the opening of an irrevocable letter of credit, valid until 30 July payable in Guatemala at 30 days sight in favour of Coffee Export, Puerto Barrios, Guatemala.

The LC amount is a maximum of EUR 73,500.00 
Advice and payment will be effected through Banco de Barrios, Puerto Barrios.

Yours sincerely

FOOD IMPEX

P. O’Connell

(P. O’Connell)
10.3

APPLICATION  AND  AGREEMENT  FOR  DOCUMENTARY  LETTER  OF  CREDIT

TO: CB CELTIC BANK PLC







   REF NO: _____________

We hereby instruct you to open an IRREVOCABLE documentary Letter of Credit on the terms set out herein by electronic transmission;

	APPLICANT (Name and Address)

FOOD IMPEX

Swords Industrial Park

Swords

Co. Dublin
	Date of expiry:    30 July 200 . .                                                                            
Expiring in country of beneficiary unless otherwise stated 

DocDocuuments to be presented within _____ days after  date of issuance of transport documents unless otherwise stated



	ADVISING BANK

(Applicants should not complete this section unless they have been specifically directed to by the beneficiary)
	BENEFICIARY (Name and Address)

Coffee Export

Avenida de Vespucci, Puerto Barrios

Guatemala

	Partial Shipments

    Allowed     x    Not allowed                        
	Transhipments

   Allowed  x   Not allowed
	Amount (in words and figures)

Maximum of Euro 73,500.00

	Shipment / Dispatch  from / at Puerto Barrios
Not later than (date) 15 July 20 . .
To: Dublin Port
	Available by Drafts drawn

At _____Days from Bill of Lading date

	DOCUMENTS REQUIRED

1.    x   Signed Commercial Invoice in Triplicate (unless otherwise stated) showing contract terms                                       

                 x   CIF               CFR           FOB  Covering the goods described below

2.       Full Set of Clean Marine Bills of Lading (        )to order and blank endorsed and marked notify Applicant

                 Freight marked                   x   Paid                            Collect

3.    x  Insurance Policy/Certificate endorsed in blank for 110% of the Invoice Amount covering  “All Risks“ 

          Insurance to be effected by Applicant

4.    x  Other Documents / Special Instructions: 

	DESCRIPTION OF GOODS (Brief)

Highland Coffee Beans Quality 2

	    x   All       Foreign bank charges for account                 x   Beneficiary                      Applicant


We hereby request you to arrange the issue of a Documentary Letter of Credit on the terms set out above subject to Uniform Customs and Practice for Documentary Credits (1993 Revision) International Chamber of Commerce Publication No. 500 except so far as otherwise expressly stated.  In consideration of your arranging issue of Documentary Letter of Credit we hereby accept the terms and conditions as set out and agreed between the Company and the Bank and that our acceptance is to constitute an undertaking by us to comply with the terms and conditions stated therein.

For and on behalf of

Authorized Signature(s)
______P.O’Connell_________________________________
Date: 13 June 20. .

11.1.1 A clean B/L states that the goods have been handed to the shipping company  "in apparent good order and condition“ i.e. that at least the packing is not damaged. That means that at least as far as the shipping company can see the goods are undamaged, too. The issuing bank normally only settles the invoice if they get a clean B/L. 


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

11.1.2 No, there would not be because the rules that govern the L/C ( UCP  500 – Uniform Custom and Practice for Documentary Credits ) say that the bank can only accept a clean bill of lading unless there are instructions to the contrary.

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

11.2 An on-board B/L states that the goods have actually been loaded onto the vessel that is  

named in the B/L. So the buyer can see whether the seller has really sent off the goods within the time agreed in the sales contract. 

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

11.3  e.g.  
- a foul B/L is issued if the package is damaged

        
- a received for shipment B/L that is issued for goods that have arrived in the port  

   
       but are not loaded onto the vessel yet

- a negotiable B/L can have ownership of the goods transferred by endorsement.

- a non-negotiable B/L cannot be transferred to any other person.

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

11.4 
3 originals are issued and all 3 must be submitted. One may get lost on the way, but there is no necessity to issue the B/L again, which may be too time-consuming, because the advising bank keeps the spare originals. One copy remains with the exporter, the other copy in kept by the captain of the ship. 



Nobody else can claim title to the goods.

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

11.5 The phrase “made out to order“ means that the B/L is meant to be a negotiable 

document. This makes it e.g. possible for the consignee to sell the goods while they are still at sea and endorse the B/L to his customer. So the customer can get the goods directly when they have arrived in the port of destination. 

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

11.6 The B/L represents ownership of the goods. As the issuing bank has to pay for the document which gives ownership to the goods in the first place, it is also entitled to own the goods and to endorse the B/L only to the importer after he has paid the money into the bank.

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

11.7 
The bank is the issuing bank. The have given the exporter independent access to payment provided the documents that are sent are in order.

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

11.8
The first endorser is normally the one who takes the goods to the harbour; if Coffee Export takes the goods to the harbour then they will be the first endorser; if they have the goods taken to the harbour by a forwarding agent then this forwarding agent will be the first endorser.
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

11.9.1 As the bill of lading is made out to the order of CB Celtic Bank this bank will be the first endorser.
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

12.1 The B/L does not  guarantee anything about the condition of the coffee. It only states 

that the goods have been sent “in apparent good order and condition“ i.e. only the packages are not damaged. FOOD  IMPEX has, however, requested a quality certificate, without which the firm in Guatemala will not get paid.

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

12.2.1 
The B/L is issued in 3 originals. The goods have to be handed to the first person who presents an original. That phrase in the B/L indemnifies the shipping company from any claim should two of the 3 sets come into circulation and both possessors present their originals afterwards.

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

12.2.2
FCL/FCL: The container is packed at a place agreed upon in the sales contract (e.g. the shipper’s or a forwarding agent’s premises). The container is transported to the container terminal in the port of shipment. It is then loaded onto the ship. It is transported to the port of destination. After being unloaded, the container is sent to the consignee and unpacked.

Carriers Haulage: The container is packed by the shipper and unpacked by the consignee but the carrier (in contrast to German law the word “carrier“ also includes shipping companies) has to organise and to pay for the transport of the container from the place where it is packed to the port of shipment and from the port of destination to the consignee. 

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

12.3       “Merchant“ is another word for “shipper“. So the shipper has to organise the packing of 

  
the container and the transport to the port of shipment. The transport from the port of    

 
destination to the consignee has to be organised and paid for by the merchant or the

 
consignee depending on the agreed Incoterm. The consignee has to arrange the 

   unpacking of the container.

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

12.4
LCL/LCL  The goods are transported to the container freight station in the port of shipment at the shipper’s expense. The container is packed on behalf and at the expense of the shipping company. At the port of destination the container is unloaded 

in the container freight station on behalf of and at the expense of the shipping company.

The goods are then transported to the consignee at the consignee’s expense.

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

13.1    Insurance: Policy ICC, level C; LC: all risks; the quality certificate is missing;


The B/L gives the 16 July as the date of loading the goods onto the ship;  they must be , however,  be loaded on the 15 July at the latest.

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

13.2
The importer can instruct his bank not to pay unless the documents he names in the L/C are in the possession of the bank. The following documents are especially suitable:

    clean on-board bill of lading – making sure that the exporter has despatched the goods and they have been loaded onto the ship, which means that the exporter does not have the goods at his disposal any longer. This kind of B/L also makes sure that the goods have been despatched “in apparent good order and condition“ i.e. at least the packing is not damaged.


To make sure the goods are of the quality ordered and paid for, the importer can insist on getting an inspection certificate that is issued by an independent agency or perhaps by a government authority.

The certificate of origin may also play a role in this respect, especially if the quality depends on where the goods are produced or grown.
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

14. No, they must send the bill of lading together with the other documents agreed on in the sales contract to CB Celtic Bank Dublin. They will check whether the documents comply with the letter of credit and if they must pay the invoice amount 30 days after the documents have arrived.

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

15. CB Celtic would have to pay in both cases. In case 15.2 the confirming bank (in the exporter’s country would also be liable. By the L/C  exporter is given independent access to the invoice amount payable by the issuing bank or the confirming bank respectively.

That means that no matter what happens to the sales contract and its fulfilment the exporter will get his money.

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

16. If Coffee Export had exported the goods to a country with uncertain economic and political conditions they might have asked for a confirmed L/C. The government of a country may forbid the transference of money, which means that the buyer would have paid, but the money would not have arrived in Guatemala. Where there is a confirmed L/C, Coffee Export would get paid by the confirming bank, which is usually a bank in their own country.

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

17. The Incoterm CIF stipulates that the risk is transferred once the goods have passed the ship’s rail in the port of shipment. As the goods are damaged during the sea voyage you have to accept the goods and pay for them.

You have also got to pay (provided the documents your bank is sent are as required)

because your bank has granted the exporter independent access to the money.
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