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Unit 1

CASH IN ADVANCE

Vocabulary

I. Translate the text.

Receiving payment by cash in advance of the shipment might seem
ideal. In this situation, the exporter is relieved of collection problems and
has immediate use of the money. A wire transfer is commonly used and has
the advantage of being almost immediate. Payment by check, may result in
a collection delay of up to six weeks. Therefore, this method may defeat the
original intention of receiving payment before shipment.

Many exporters accept credit cards in payment for exports of
consumer and other products, generally of a low dollar value, sold directly
to the end user. Domestic and international rules governing credit card
transactions sometimes differ, so U.S. merchants should contact their credit
card processor for more specific information. International credit card
transactions are typically done by telephone or fax. Due to the nature of
these methods, exporters should be aware of fraud. Merchants should
determine the validity of transactions and obtain the proper authorizations.

For the buyer, however, advance payment tends to create cash flow
problems, as well as increase risks. Furthermore, cash in advance is not as
common in most of the world as it is in the United States. Buyers are often
concerned that the goods may not be sent if payment is made in advance.
Exporters that insist on this method of payment as their sole method of
doing business may find themselves losing out to competitors who offer
more flexible payment terms.

11. Find the synonyms:

1) delay a) lawfulness
2) shipment b) confirmation
3) consumer ¢) merchandise



4) fraud d) hold-up

5) validity e) swindle

6) authorization f) user

7) goods g) consignment

I11. Translate into English:

BankiBchknil mepekas — po3paxyHKoBa OaHKIBChKa OIeparlis, sKa
3IICHIOETHCS 3a JIOTIOMOTO0 HAJIICIAHOTO TIATIKHOTO JIOPYYEHHS OJTHOTO
0aHKy iHIIOMY.

Bum po3paxyHKiB niepeka3amm:

3a Iopy4YeHHSIMU KIIIEHTIB — IUIATK y (JOPMI BIIKPUTOTO PAXyHKY;

3a JOpydYeHHSAMH 3apyObKHMX OaHKIB — IUIaTDK OaHKIBCBKUMH
nepeka3zamu (MK OaHKIBCbKUMH KOPECTIOHICHTAMHU ).

Buau po3paxyHKiB OaHKIBCHbKUMH IIEPEKAZAMU:

[MomroBi  mepekasn  (MOMITOBI  IJIATDKHI  JIOpYYEHHS)  —
TIePECHIIAIOTHCS OTHUM OaHKOM 1HIIIOMY.

Tenerpadni nepekasu (tenerpadHe mIATHKHE JOPYICHHS).

Mixnapomai rpomoBi mepekazu (cucrema SWIFT) — mibxHapomHi
TOCIIO/IaPCHKI eKCIpec-TepeKasy.

MixHapoIHI TPOIIOBI TOPYUCHHS — IepeKa3u depe3 MOIMITOB1 areHIIil
a00 MDbKHApOIHUH OaHK.

IV. Find the synonyms:

1) enterprise a) mutual

2) expedient b) payment
3) to transmit c) to dispatch
4) instantaneous d) widely

5) reciprocal e) usually

6) ultimate f) remittal
7) fee g) clever

8) extensively h) to seize
9) to encrypt i) immediate
10) on average j) liability
11) time frame k) ordinary
12) transfer I) institution

13) to hedge m) period of time
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14) savvy n) exchange
15) conventional o) final

16) swap p) reasonable
17) obligation q) to code
18) to forfeit r) to insure

V. Translate into English:

IMEPEJAOIITATA

Le ¢hopma po3paxyHKiB, 1110 TOJISATAE B TOMY, IO IPOJABELb TOBAPY
a0o0 mociyr Biamyckae (BiJIBAHTaXYye, HAJA€) TOBAPH a0O TOCIYTH JIUIIE
Ticlist oTpUMaHHS 00yMOBIIEHOT (hikcOBaHOI cyMu Tporiieii abo BiJICOTKA Bi
orepariii, 0 HaJSKUTh HOMY 3a3aaieriap. ICHYIOTh Taki OCHOBHI GopMH
MepeNionyaTi: IOBHA, 4YacTKOBa 1 peBolbBepHa. [loBHa mepemoruiata
CKJIaJla€ MOBHY BapTICTh OIEpallii; 4acTKOBa - 3a3/aJieriib 00yMOBIIEHY
¢ikcoBaHy cymMy abo0 BIJICOTOK; PEBOJIbBEPHA - 3JIIMCHIOETHCS TPH OLIBII
MEHIII TPHUBAIMX ONEPAIlisgX ITiJ TOBApH ab0 IOCIYTH, SKi HaJAOTHCS
peryisapHo (mepiogndHo). Po3paxyHKH IIIIXOM TIEPEIOIUIATH JO3BOJISIOTH
CTaOUTi3yBaTH  CTOCYHKHM  KOHTPareHTiB,  TapaHTyBaTH  iHTEpecH
TOBAapOBJIACHWKA TP HECTIMKIH EKOHOMIUHIM KOH'FOHKTYpi, 1HQIISIIII,
YIOBUTHPHEHHI MIBUAKOCTI 3BOPOTY 1 KPHU3i IJIATOCIIPOM O’KHOCTI.

V1. Match the words with their translations:

1) chargeback a) cIeNnKa Ha CPOK

2) spot transaction b) cpok moramienus

3) forward transaction C) BaJIIOTHBIN KypC

4) interest amount d) Bo3BpaTHBII TIATEXK

5) maturity date €) cyMMa MpoIieHTa

6) exchange rate f) cnenka Ha HATUYHBIH TOBAp
VII. Find the synonymes:

1) exporter a) circular note

2) notice b) to turn down

3) letter of credit C) advice

4) to offset d) load

5) to reject e) shipper
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6) cargo f) to compensate

VIII.  Translate into English:

Sxuxoch AecCSTh - M'STHAJUATH POKIB TOMY BIIPaBUTH TPOLIOBHI
repeka3 MokHa OyJio JIMIIE 3a JIOMOMOI'OK MoIiTH. Bes pisHOMaHITHICTH
MOCAYr 3aKiHYyBajacs Ha TepMiHaX JIOCTaBKM TpOIICH: 3BUYANHUIMA
MOLITOBHMH TepeKa3 WIIOB THXKJIEHb, a TO 1 JIOBIIE, TelerpadHuil - MOXKHA
OyJI0 OTpUMATH BIPOJOBXK TPhOX JNHIB. ChOrOIHI pUHOK MOCIYT 3 Mepeaadi
rpomiell (izUYHUM ocobaM € HabaraTo Outbln oOmmpHUM. Tenerpadumii
nepekas rpoiiei — e crocib nepekasy rpoiieil B Oyib-Ky KpaiHy CBITY 3a
JIOTIOMOr0l0  KalelbHOro TpaHcdepy Mik Oankamu. Ilepexas 3a3Buuait
3MIACHIOEThCS y BANIOTI OfepKyBaua IUIATEXY, a TPOIIi MOXYTh OyTH
3apaxoBaHi Ha HOro paxyHOK B TNEBHOMY OaHKy a0o0 BWILIaueHi HOMY
TOTIBKOIO TIPH MPE/ SIBJICHH] TTOCBITICHHS OCOOH.

UNIT 2

LETTER OF CREDIT
Vocabulary

letter of credit - akpenuTus

unilaterally - B omHOCTOpOHHBOMY TIOPSIKY

time-consuming - TpyxoMicTkuit

maturity date - Tepmin ruraTexy (TepMiH BHIUIATH Bekcens abo
iHmoro GoproBoro 3000B'A3aHHS, TOOTO Jjgara, Komu (piHAHCOBHIA
IHCTpyMEHT a0o0 TMO3WKa IMUIATae BUIUIATI TOTIBKOIO y po3Mipi #oro
BapTOCTI HA MOMEHT BUWIUIATH)- TEPMiH BHIUIATH (l1aTa, KOIWU EMIiTEHT
3000B's13aBCsI BUKYITUTH CBOi OOPTOBi 3000B's13aHHS 32 HOMIHAIIBHY IIiHY)

comply (with) — BiamoBigatu (cranmapTam), MiAKOPSTUCS (BUMOTaMm,

MIpaBHIIaM )

applicant — nmepenmuatHuk (Ha IiHHI AIEpH)

beneficiary - OGenedimiap (ocoba, ska OTpHUMYye TpOII IO
aKpEAUTHUBY)

documentary letter of credit — ToBapHmii akpequTUB



ocean bill of lading - wmopcekuii [okeaHCHbKHII] KOHOCAMEHT
(ToBapopo3MOps Uit JOKYMEHT, IO BHJIAEThCS  IMEPEBI3HUKOM
BaHTa)KOBIMPAaBHUKOBI HA MiATBEpKEHHS (HaKTy NPUIHATTS BaHTaXy J0
MOpPCBKOT'0 MepPEBE3CHHS i 3000B'sI3aHHS nepeaaT fioro
BaHTa)KOO0JIEP)KyBAUEBi; MICTHTh: HAIMEHYBaHHS Cy/IHa; JIaH1 IepPeBi3HUKA,
Miclle TpuiioMy BaHTaXy, AaHi BiANpaBHUKA, Miclle NMpH3HAYCHHS, JaHi
OliepKyBaya, HaiMEHyBaHHS BaHTaXy 1 Jp.; 3a 3aKOHOJABCTBOM
BenukoOpuranii i CLIHA BiJHOCHUTBCS 10 LIHHUX MAIepiB)

consular invoice —koHCYIbCHKHUI iHBOMC (CrieruGikallisi ToBapis, 110
KYIYIOTbCS SIKOIO-HEOY/Ib JEPIKaBOI0, 3p00JieHa KOHCYJIOM Ili€l JepKaBw,
10 3HAXOJAMUTHCS B KpaiHi-eKCIIOPTEPOBi)

draft Dft — tparra (mucEMOBHIF Haka3 OaHiei 0coOM (BEKceaemaBIls,
TpacaHTa) iHIIH 0co0i (UIATHUKOBI, TPacaToBi) BUILUIATHUTH TPETIH 0coOi
MIEBHY CYMY; CHHOHIM TePEeKa3HOro BEKCEs)

insurance policy —ctpaxoBwii motic

revocable letter of credit —BinkauuHui aKpenUTUB (AKPEAUTHB, KU
MO)Ke OyTH aHYJIHOBaHHH a00 YMOBH SKOT'O MOXKYTh OYyTH 3MiHEHI OaHKOM,
Ha KU BiH BUTTHCAHUN)

irrevocable letter of credit — 6esBigknmnuHMit akpeTUTHB

amendment —morpaBka

receipt of funds to account — HaXOKEHHS KOIITIB Ha PaxXyHOK

letter of confirmation —ucT-miaTBEp K EHHS

freight forwarder — (BaHTaxkumif) ekcremuTop (KOMIIaHIsA, IO
MPOMOHYE  TOCAYTHM 3  Opra”i3amii TpaHCIOPTYBaHHS  BaHTAXIB,
opopmiieHHS  TPaHCHOPTHUX 1 MHTHHX JOKYMEHTIB, BHUKOHAHHA
PO3paxyHKiB i T. 1.)

clean bill of lading — wuymcrHii KOHOCaMeHT, KOHOCAaMEHT, IO
3aCBiJIYy€ XOPOIINH CTaH BAHTAXY

confirmed letter of credit — 3arBepmkeHuit aKpeTUTHB (AKPEIUTHUB,
BHJIAHWI 1HO3EMHHM 1 TMiATBEPIKEHUHA BITYU3HIHUM OaHKOM)

payable at sight — 3 orutaroro micist npen'siBieHHs

on the maturity date — na 1eHp TIaATEKY

deferred payment —BiacTpodeHwii maTix

advising bank - 6aHk, 1110 BUKOHY€E BUILIATY 33 aKPESAUTHBOM

issuing bank —6auk-emiTeHT

nominated bank — Bukonyrounii 6aHk

shop around — tirykaT HalKpariy miHy

customs clearance —o4MIIieHHs BiJi MUTHUX 300DiB
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l. Translate the text.

A letter of credit adds a bank's promise to pay the exporter to that of
the foreign buyer provided that the exporter has complied with all the terms
and conditions of the letter of credit. The foreign buyer applies for issuance
of a letter of credit from the buyer's bank to the exporter's bank and
therefore is called the applicant; the exporter is called the beneficiary.
Payment under a documentary letter of credit is based on documents, not on
the terms of sale or the physical condition of the goods. The letter of credit
specifies the documents that are required to be presented by the exporter,
such as an ocean bill of lading (original and several copies), consular
invoice, draft, and an insurance policy. The letter of credit also contains an
expiration date. Before payment, the bank responsible for making payment,
verifies that all document conform to the letter of credit requirements. If
not, the discrepancy must be resolved before payment can be made and
before the expiration date.

A letter of credit may either be irrevocable and thus, unable to be
changed unless both parties agree; or revocable where either party may
unilaterally make changes. A revocable letter of credit is inadvisable as it
carries many risks for the exporter.

A change made to a letter of credit after it has been issued is called
an amendment. Banks also charge fees for this service. It should be
specified in the amendment if the exporter or the buyer will pay these
charges. Every effort should be made to get the letter of credit right the first
time since these changes can be time-consuming and expensive.

To expedite the receipt of funds, wire transfers may be used. Exporters
should consult with their international bankers about bank charges for such
services.

Il.  Find the synonyms:

1) applicant a) admissible
2) beneficiary b) difference
3) draft C) correction

4) discrepancy
5) amendment
6) to alert

7) to delay

d) subscriber
e) dearly

f) to load

Q) receiver
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8) acceptable h) agreement

9) expensive i) responsible

10) liable J) to curtail

11) to reduce k) to change

12) to freight ) to gather

13) to assemble m) to postpone
14) consent n) bill of exchange
15) to alter 0) to warn

I1l1.  Read and translate.
A Typical Letter of Credit Transaction

Here are the typical steps of an irrevocable letter of credit that has
been confirmed by a U.S. bank:

1. After the exporter and buyer agree on the terms of a sale, the buyer
arranges for its bank to open a letter of credit that specifies the documents
needed for payment. The buyer determines which documents will be
required.

2. The buyer's bank issues, or opens, its irrevocable letter of credit
includes all instructions to the seller relating to the shipment.

3. The buyer's bank sends its irrevocable letter of credit to a U.S.
bank and requests confirmation. The exporter may request that a particular
U.S. bank be the confirming bank, or the foreign bank may select a U.S.
correspondent bank.

4. The U.S. bank prepares a letter of confirmation to forward to the
exporter along with the irrevocable letter of credit.

5. The exporter reviews carefully all conditions in the letter of credit.
The exporter's freight forwarder is contacted to make sure that the shipping
date can be met. If the exporter cannot comply with one or more of the
conditions, the customer is alerted at once.

6. The exporter arranges with the freight forwarder to deliver the
goods to the appropriate port or airport.

7. When the goods are loaded, the freight forwarder completes the
necessary documentation.

8. The exporter (or the freight forwarder) presents the documents,
evidencing full compliance with the letter of credit terms, to the U.S. bank.
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9. The bank reviews the documents. If they are in order, the
documents are sent to the buyer's bank for review and then transmitted to
the buyer.

10. The buyer (or the buyer's agent) uses the documents to claim the
goods.

11. A draft, which accompanies the letter of credit, is paid by the
buyer's bank at the time specified or, if a time draft, may be discounted to
the exporter's bank at an earlier date.

IV. Translate the text.
The L/C payment procedure is usually as follows:

a. You (the importer) apply to open the L/C to us (the seller) through
a bank who can open the L/C in your country.

b. The opening bank will inform The Bank of China that the L/C has
been opened.

c. The Bank of China will inform us that the L/C has been
established.

d. We'll check all the terms and conditions listed in the L/C. If all
terms and conditions are acceptable, we'll arrange the shipment within the
time specified in the L/C.

e. After the goods are loaded onto the ship without any damage, the
captain will issue the clean bill of lading to us.

f. We will submit the clean bill of lading and other relevant
documents to The Bank of China to gather the payment. Only with clean
bill of lading can you claim the ownership of the goods.

g. The Bank of China will send the clean bill of lading and relevant
documents to your bank (the opening bank).

h. The opening bank will inform you that all documents are received.

i. You will go to the bank to make the payment to get the clean bill of
lading and relevant documents.

j- With all of these documents, you can clear the import Customs and
pick up the goods after the goods arrive on the destination sea port.

The typical L/C scenario takes 14-21 days to complete.

V. Read and translate the text.
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L/C, its Forms and Types

Letters of Credit are regulated by International Chamber of
Commerce under the Uniform Customs and Practice for Documentary
Credits (UCP 600). I strongly recommend you obtain this document from
the International Trade Department of your financial institution or from
ICC Australia* and read it very carefully. Sometimes it's difficult to
understand what it means, as the document is drafted for the banking
professionals and its language is very technical. Do not hesitate to call your
bank and ask questions. Any mistakes, unclear or incorrectly stipulated
terms, even typos in a L/C may cost you dearly.

In "plain English", L/C is a conditional bank guarantee of payment
for supplied goods. "Conditional” means that to get paid you have to
present the bank-guarantor with documents, which strictly comply with the
terms and conditions specified in the L/C.

There are different forms and types of L/C, which you may (or
should not) use in your operations.

Revocable and Irrevocable L/C "A revocable L/C may be amended
or cancelled by the Issuing Bank at any moment and without prior notice to
the Beneficiary." (UCP 500, Article 8,a). This is as simple, as that. Never
accept this form of L/C in your export arrangements.

Agree that the L/C is irrevocable before you go any further in your
L/C negotiations. Although UCP 500 requires that L/C should indicate
whether it is revocable or irrevocable (Article 6, b), it also says "in the
absence of such indication the Credit shall be deemed to be irrevocable.”
(Article 6, ¢)

Confirmed L/C When you export to a country with economical or
political instability or if you are unfamiliar with the Issuing Bank, you
should require that the L/C be confirmed by a first-class bank. If L/C is
confirmed, the confirming bank is liable for the payment.

Transferable L/C Transferable L/C is a perfect financial tool for
middlemen to secure their margin without involving any funds. It allows
dealing with more than one beneficiary. When a transferable L/C is issued
in your favour, you can transfer it to your seller and use it as a payment.
L/C "can be transferred only if it is expressly designated as "transferable".
Transferable L/C must correspond with the original L/C, "with the
exception of:

- the amount of the L/C,
- any unit price,
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- the expiry date,

- the last date for presentation of documents,

- the period for shipment,

any or all of which may be reduced or curtailed.” (UCP 500, Article 48, h)

L/C payable at sight "Payable at sight” means that you'll be paid
"immediately” (in fact, it may take up to 7 days) after presentation of the
documents stipulated in the L/C to the Issuing Bank or to the Confirming
Bank if it was confirmed.

L/C payable on the maturity date If deferred payment was agreed,
you'll be paid on the maturity date indicated in the L/C after presentation of
the documents stipulated in the L/C to the Issuing Bank. Don't forget to
specify the date from which the deferring period starts (e.g. 90 days after
date of transport document).

The payments under L/C are usually made by the bank upon receipt
of the documents stipulated in the L/C and a bill of exchange issued by
you.

The bill of exchange (the draft) is an unconditional order in writing,
signed and addressed by the drawer (you) to the drawee (the paying bank),
requiring the drawee to pay the drawer a certain sum of money according to
the terms of the L/C.

Under L/C, always draw the draft on the bank, not on the buyer.
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The Documentary Credit Cycle

Letter of Gredit

.Contrac Shis
SELLER < S > BUYER Am

Jovreerper
4. Adwvice
of Documentar 2. Docurnentary
Credit Credit Application
ADVISING BANK ISSUING BANK
The Canadian Advising Bank 3 The Paxis Issuing Bank

Credit
The Advising Bank
The Advising Bank advises you that a L/C is received and available
to you and informs you about the terms and conditions of the L/C. The
advising bank is not responsible for the payment of the L/C.
The Advising Bank is not necessarily a bank where you usually
banking. Shop around. Try to find a bank, which has a corresponding bank

in your buyer's country and can offer you a better deal in terms of charges
involved in the payment under L/C.

The Issuing Bank

The Issuing Bank is the key player in the procedure, the one who
makes the payment. Try to negotiate with the buyer which bank will issue
the L/C. Ask the Advising Bank if it has a corresponding bank in the
buyer's country and suggest this bank to the buyer as the issuing bank.

If the Advising Bank does not have a corresponding bank in the
buyer's country, ask the bank to recommend you a well-known bank with
high credit rating and insist your buyer has the L/C issued by this bank. The
Advising Bank will be able to provide you with the information on
financial status and credibility of the Issuing Bank.
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If the Issuing Bank is not internationally recognised and your banker
or you have any doubts that the Issuing Bank, for any political or
economical reason, may fail to make a payment under the L/C, | would
strongly recommend that the L/C be confirmed by another bank.

The Nominated Bank

The Nominated Bank is the bank, which is authorized by the Issuing
Bank "to pay, to incur a deferred payment undertaking, to accept Draft(s) or
to negotiate."

The Issuing Bank may authorise the Nominated Bank to negotiate
the drafts and/or documents. Negotiation means that the nominated Bank —
in this case the Negotiating Bank - gives value to such draft(s) and/or
documents, not just examination of the documents.

Confirmation of L/C

The confirmation of the L/C by another bank - the Confirming Bank
- means that if the Issuing Bank refuses to make the payment, the
Confirming Bank is responsible for this payment.

The best-case scenario is when the Advising Bank confirms the L/C.
If the Advising Bank does not agree to confirm the L/C, ask the bank to
recommend you another bank to be the Confirming Bank.

Keep in mind that "Branches of a bank in different countries are
considered another bank."

That means that Citibank in Poland, for instance, is an independent
financial institution and has its own financial status and credit rating, which
is very different compared with the rating of Citibank in Australia.

If you are dealing with a buyer from a country with an unstable political or
economical situation, always ask for the confirmation of the L/C.

There are additional charges for the confirmation of the L/C, which
depend on the risk involved in dealing with the particular country. The
responsibility to pay for the confirmation is negotiable and usually is paid
by the buyer. However, if it wasn't agreed prior to the issuance of the L/C,
you are the one who will pay for this service.

Information that an L/C must have
Although the buyer applies for L/C, it is essential for you to be
absolutely sure that the L/C was prepared correctly and there is no
legitimate ground for refusal of payment under the L/C. L/C must enclose:
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- Full Applicant's name and address

- Full Beneficiary's name and address

- Issuing Bank details

- Advising Bank details

- Form and type of credit (e.g. irrevocable, transferable)

- Issue date

- Expiry date

- The latest date of shipment (usually "no later than™)

- Expiry date for presentation of documents

- Amount payable under L/C

- Currency of payment

- Port of loading

- Port of discharge

- Terms of delivery

- Indication of the payment of the freight (Freight Prepaid/Freight Collect)
- Allowances for partial shipment or transshipment if needed

- Type of payment availability (e.g. at sight, on the maturity date)
- Description of goods (must correspond with the description given in the
invoice)

- List of documents required for the payment

- Accountability for bank charges

Documents that may be stipulated in an L/C

You should negotiate which documents are to be included in the L/C
before the L/C is issued. Always try to keep this list as short as possible.
Never agree to include a document that must be signed or authorized by the
buyer's representative or a document that may never be produced (say, a
certificate, which should be issued by a foreign agency).

I would like to underline that there is a difference between the
documents you have to present under the L/C and the documents you have
to supply according to the contract. It is not necessary to mention all
documents required by the contract in the L/C.

Most likely, you will be required to present a commercial invoice, a
transport document and an insurance policy (certificate).

The list of additional documents depends on the agreement made
between you and the buyer. Usually the buyer will include documents
needed for the customs clearance. The list may include:

- Certificate of origin
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- Certificate of quality
- Weight certificate
- Pre-shipment inspection certificate
- Packing declaration
- Packing list
- Fumigation certificate, and so on

The detailed explanation of the above documents is given in the
"Export Documentation” section of these tutorials.

In relation to L/C, there are several issues about the documents you
should keep in mind:
- Specify how many original documents and how many copies are to be
presented.
- The description of goods stipulated in the L/C must correspond with the
description given in the invoice. "Must", in this case, means "must". If the
invoice states "100% Fruit Juice" and the L/C — "Australian Fruit Juice", it
is enough for the bank to refuse the payment and this decision most likely
be supported by the court.
- L/C may require a "clean" transport document. That means the document
"which bears no clause or notation which expressly declares a defective
condition of the goods and/or the packaging".

Delays cause troubles

L/C indicates three dates, which must be met to be paid:

- the latest date for shipment,
- the expiry date for presentation of documents and
- the expiry date of the L/C

When negotiating the date of shipment, be sure that you are able to
ship the goods before this date. Always allow extra time for the
amendments of the L/C. If the L/C contains any errors or you cannot fulfill
all terms and conditions stipulated in the L/C do not ship the goods until all
necessary amendments are made. Do not forget to include the amendment
allowing "later shipment".

Try to obtain all possible documents before the shipment. If the
document can be issued only after the goods are shipped (e.g. transport
documents), be sure that you'll get it before the date stated in the L/C. If
L/C does not indicate the date of presentation of the documents, "banks will
not accept documents presented to them later than 21 days after the date of
shipment”. (UCP 500, Article 43, a)
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The expiry date of the L/C should allow you not only to assemble
and check all documents but also to correct errors, which might be
identified by the bank. The bank has up to 7 days to examine the
documents and inform you if there are any discrepancies. These
discrepancies must be corrected and the documents must be resubmitted to
the bank prior to the expiry date. "In any event, documents must be
presented not later than the expiry date of the Credit." (UCP 500, Article
43, a)

Freight Payment

"Freight" is the term, which refers to the transportation charges. L/C
usually requires indicating whether you or the buyer is liable for the freight
payment. The responsibility to pay freight depends on the agreed terms of
delivery.

If the agreed delivery terms include freight (e.g. CFR, CIF, CIP),
then the L/C will require that the transport document clearly indicate that
freight has been paid or prepaid and the words "Freight Prepared" appear
on the transport document.

"The words "freight prepayable™ or "freight to be prepaid" or words

of similar effect, if appearing on transport documents, will not be accepted
as constituting evidence of the payment of freight" .
If the agreed delivery terms do not include freight (e.g. EXW, FCA, FAS,
FOB), then the L/C will require that the transport document indicate that
freight is to be paid by the buyer and the words "Freight Collect™ appear on
the transport document.

Minimizing the risks

When dealing with L/C pay careful attention to the following:
- Prior to the issuance of the L/C, negotiate exactly what documents must
be presented to the bank.
- Try to agree to present as few documents as possible and to have
descriptions as simple as possible.
- Always include your requirements for the L/C in the pro-forma invoice.
- Once issued, the L/C can only be altered or cancelled by consent of all
parties.
- Remember that L/C is a bank-to-bank agreement and is not a substitute
for the contract between you and the buyer.
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- Be sure that you are in a position to provide the bank with all documents
stipulated in the L/C in time.

- Always indicate L/C as "irrevocable".

- Check the Additional Conditions and be sure that you are able to meet
them.

- If you have any doubts that the Issuing Bank, for any political or
economical reason, can fail to make a payment, the L/C must be confirmed
by the Advising Bank or by any other bank, whose confirmation will be
accepted by the Advising Bank.

- If there are any discrepancies and the L/C has to be amended, do not ship
goods before these amendments are made.

<

Give explanation to the following words:

letter of credit

applicant

beneficiary

draft

revocable letter of credit
amendment

irrevocable letter of credit
shop around

Fumigation certificate
10. invoice

11. "Freight Prepared"

12. "Freight Collect"

©CoNOOR~WNE

VII. Translate into English:

AxpenutuB (nar. accre-ditivus — noBipumnii) — 11e TOKyMEHT, KU
MICTHUTh TPOIIOBE 3000B’s3aHHS, BIAMOBIAHO A0 SAKOro OaHK, IO BiIKPUB
aKpEeTUTHB 3a JIOPYUSHHAM KITi€HTa (TUIATHHUKA) 1 3TIHO 3 HOTO BKa3iBKaAMHU
(OaHKk-eMiTeHT), 3000B’S3yETbCS MPOBECTH IUIATDK Yy pa3i MOAaHHA
OJIepKyBadeM KOITIB ab0 3a3HAYEHOK HUM 0CcO00r0 (OfepKyBau KOIITIB)
JOKYMEHTIB 1 BHKOHAHHS IHIIUX YMOB, Tepen0adyeHUX aKpeAUTHBOM.
AKpeauTUB BUIAETHCS 0OAaHKOM 3a JOPYYECHHSM KIII€EHTa HA KOPHUCTh HOTro
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KOHTpareHTa 3a JOroBOPOM. J3TiJHO 3 HUM Iiei OaHK 3000B’s3aHMIA
3MIMCHUTH TUIATDK 32 BUKOHAHHS KOHTPAareHTOM JAOTOBOpPY (TOCTaBKY
TOBapiB, HAJIAHHA TTOCTYT, BUKOHAHHS poOOTH) a00 HaJIaTH MOBHOBaYKEHHS
iHIIOMY OaHKY 3MiHCHHUTH I IIaTixk.

Bunu akpenutusis

1 3a cnocobom BHUKOpHCTaHHS: JOKyMEHTapHi (TOBapHi) 1 TPOIIOBi
(UMpKyIApHI).

JlokyMeHTapHI  aKpeaguTHMBH  —  II€  aKpeAWTHBH,  SKi
BHUKOPHUCTOBYIOTBCS JUIS PO3paxyHKIB 3a TOBapH Ta MOCIYTH MPH HaJaHHI
00YMOBJICHUX B aKpEJUTHUBI JJOKYMEHTIB.

I'pormoBi akpemuTHBH — 1€ iIMEHOBaHI IPOIIOBI JOKYMEHTH, B SKHUX
3a3HAYalOThCSl PO3MOPS/KEHHS 0aHKy MpO BUILIATY BIIACHHUKY BKa3aHOI
CYMH TIOBHICTIO 200 YaCTHHAMH.

2 3a cTymeHeM TapaHTOBAaHOCTI OIUIATH CYM, SIKIi MalTh OyTH
CIUTaYeHl eKCIopTepy: 6iokauuni (MOKYIEIb Ma€ IPaBO B JOBUIbHHI Yac
AHYJIOBATH aKpeIUTHB a00 3MIHUTH YMOBH) 1 6e3giokauuni (MPOTITOM
BCTAHOBJICHOT'O TEPMIHY [l aKpEeIUTHBY HE MOXKe OyTH aHyJIbOBaHa 0Oe3
3TOMIM MTOCTaYaIbHUKA).

3 3a HasBHICTIO a00 BiACYTHICTIO MIATBEPIKCHHS 3 OOKY aBi3yI04O0T0
a00 1HIIIOr0 OAHKY: ni0mMeepINCeHull 1 HeniomeepoiceHull.

[linTBEepKEHNI — aKPENUTHB, 3a SKUM OaHK-EMITEHT 3BEPTAETHCS 3
MPOXaHHSIM J0 iHImoOro OaHKy (4acTo IO aBi3ylo4yoro) B3ATH Ha cebe
3000B’sSI3aHHSA 32 IIAM aKPESTUTHBOM (ITATBEPIKCHHS ).

HeninTeepmkennii — 11¢ aKpeOWTHB, SIKAH HE MICTHTH 3a3HAYCHOTO
BHUIIIE 3000B’sI3aHHSL.

4 3anmexxHO BiJ HASBHOCTI JEMOHOBAHWX TPOIIOBHX KOIITIB Y
MiATBEPIKYIOUOMY OaHKY: nOKpumi 1 HenoKpumi.

[lokpuTMU BBaXArOThCA TaKi AKPEAWTHBH, TPU BIAKPUTTI SKHX
0aHK-EMITEHT TOIMEepeTHBO HANAE Y PO3MOPS/KEHHS BHUKOHYIOUOTO OaHKY
BaIIFOTHI KOIITH (TIOKPHUTTS) Y CyMi aKpeIuTHBa Ha CTPOK Jii 3000B'sI3aHb
OaHKy-eMITEHTa 3 YMOBOI MOXJIMBOCTI X BHKOPHCTaHHS Ul BUIUIAT 3a
aKpETUTUBOM.

Henokputumu BBaXKalOThCS TakKi aKpeIWUTHBH, ITIPH BHCTABJICHHI
SIKUX OaHK HE JIETIOHYE KOIITH KIIIEHTa HA OKPEMOMY PaxXyHKY 1 BiJITIOBiTHO
HE HaJa€ TOMEPeaHbO y PO3MOPSHKEHHS BUKOHYIOUOrO OaHKy BaJFOTHI
KOLITH (TIOKPUTTS).

AKpeIUTUB BBAXKAEThCA ONHIEH 3 HaiOesnmewHimmx  (opMm
MDKHapOAHUX PO3PaxyHKIB 3 MOIVISAY SK Haka3zoAaBls (IUIaTHHKA), Tak i
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OcHedimiapa (ogepxkyBaua). AJie pU3HKH Mae i akpenuTuB. Tak, MOXYTh
HA/IaBaTUCS HEBINIOBIJHI JOKYMEHTH, aKPEIUTHB MOXE BIIKIMKATHCS,
0aHK-EMITEHT MOXKE HE TUIATHTH, Y AepKaBi MOXKYTh 3MIHIOBATHCS BaITIOTHI
MpaBuja, a KypCH BaJIOT — KOJIHMBATHCH.

UNIT 3

DOCUMENTARY COLLECTION (DRAFT)

Vocabulary

documentary collection - mokymenrtaphe iHKaco (pi3HOBHI iHKaco,
npH SKOMYy OaHK IOocTadajbHHUKA 3000B'S3aBCSI OTPUMATH BiJ| TOKYIIIS
MeBHY CyMy a0o0 3rojia Ha OIUIATY BEKCENs i HATOMICTh BHIATH IOKYIIIIEBI
JOKYMEHTH Ha TOBAPH)

draft Dft - rparrta

sight draft SD, S/D - TpaTra [mepekasHuii Bekcenb| M0 3aIIUTaHHS
(repexasHuii BEKCEIb, 10 OIIAYYETHCS TP MPET IBIEHHI)

time draft - TepminoBa Tparra, TepMIHOBHIl IepeKa3HHil BEKCENb
(mepexa3HUN BEKCeNb, IO IIUISATa€e OIUIATI MPOTATOM TEBHOTO TEPMiHY
MICHSA BHIAYi 00 aKIenTy)

drawer - TpacaHT, BEKCellenaBelh

drawee - Tpacar

first of exchange - mepumii exsemruissp Bekcenst [TparTu] (mepIumii,
OpWTIHAIIBHUM, EK3eMIUIAp TMEPEeKa3HOro BEKCENs; BeKCelli MOXYTh
BHITUCYBATHCS B 2-3 eK3eMIUISIpax, aje CIIauy€eThCsl JTUIIE OJHH)

trade acceptance - akiienToBaHUil TOPTOBHIA BEKCEIb

banker's acceptance - GaHKiBCHKHIA aKI[EIIT

I. Translate the text.

Documentary Collection or Draft is the term when you ship the
goods before the payment is made and then draw a draft on the buyer, not
on the bank, like under L/C. Under documentary collections banks have no
responsibility for the payment.
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There are two types of documentary collections - sight draft, also
known as "Documents Against Payment”, and time draft, also known as
"Documents Against Acceptance".

Sight Draft

"Sight draft" is payable by the buyer immediately after notification
by the buyer's bank of the receipt of the draft and transport documents.

Under this method of payment you (the Drawer) negotiate the terms
with the buyer (the Drawee), specify the documents required for the
payment, ship the goods and draw the draft on the buyer. The draft and the
documents required for the payment are presented to your bank (Remitting
Bank) and after examination are forwarded to the buyer's bank (Presenting
Bank). The Presenting Bank holds the title documents (usually the transport
documents) and will release them to the buyer only after the payment was
made.

Sight draft procedure:

1. The Drawer and the Drawee negotiate terms and conditions of the
transaction

2. The Drawer ships the goods

3. The Drawer draws a draft and presents it to the Remitting Bank along
with other documents

4. The Remitting Bank examines the documents and the draft and forwards
them to the Presenting Bank

5. The Presenting Bank notifies the Drawee of receipt of the documents

6. The Presenting Bank holds the documents until the payment is made by
the Drawee

7. The Drawee examines the documents and makes the payment for the
supplied goods

8. The Presenting Bank releases the documents to the Drawee

Sight drafts have some similarity with L/C. You deal with documents
and through banks, and the buyer cannot take the possession of the goods
before the payment is occurred.

However, the payment is not guaranteed. If the buyer for any reason
refuses to pay, you have to deal with goods "on the water" or stacked in the
customs zone in a foreign country. It can be very costly to ship your goods
back or to sell them urgently. In both cases, there are substantial additional
expenses (warehousing, cost of transportation to a new destination,
significant discount, etc.). In some cases, the buyer who failed to pay was
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one of the bidders at the resulting auction and had bought the goods for a
fraction of the initial price.

It is also possible, that the buyer will delay the payment. Although
legally the payment has to be made immediately upon receipt of the draft
by the buyer's bank, the buyer may hold the payment until the goods are
delivered.

A sight draft is used when the exporter wishes to retain title to the
shipment until it reaches its destination and payment is made. Before the
shipment can be released to the buyer, the original ocean bill of lading (the
document that evidences title) must be properly endorsed by the buyer and
urrendered to the carrier. It is important to note that air waybills of lading,
on the other hand, do not need to be presented in order for the buyer to
claim the goods. Hence, risk increases when a sight draft is being used with
an air shipment.

In actual practice, the ocean bill of lading is endorsed by the exporter
and sent via the exporter's bank to the buyer's bank. It is accompanied by
the sight draft, invoices, and other supporting documents that are specified
by either the buyer or the buyer's country (e.g., packing lists, consular
invoices, insurance certificates). The foreign bank notifies the buyer when
it has received these documents.

As soon as the draft is paid, the foreign bank turns over the bill of lading
thereby enabling the buyer to obtain the shipment.

There is still some risk when a sight draft is used to control
transferring the title of a shipment. The buyer's ability or willingness to pay
might change from the time the goods are shipped until the time the drafts
are presented for payment; there is no bank promise to pay standing behind
the buyer's obligation. Additionally, the policies of the importing country
could also change. If the buyer cannot or will not pay for and claim the
goods, returning or disposing of the products becomes the problem of the
exporter.

Il. Find the synonyms:

1) supplied a) considerable
2) possession b) suitable

3) substantial c) liabilities

4) endorsed d) delivered

5) convenient e) solvency

6) creditworthiness f) signed



23

7) indebtedness g) ownership

I11. Translate the text.

Time Draft

Unlike the sight draft, when dealing with time drafts, the buyer may
take possession of the goods before the payment. Under the time draft, you
agree on a deferring period, ship the goods and draw a draft. For the title
documents to be released, the buyer has to accept the draft by issuing
written evidence of his willingness to pay on the agreed maturity date
(usually by signing and dating the draft).

Dealing with the 'time draft’, always draw a draft against the certain
date specified in the other document. (For example, "Payable at 60 days
after invoice date/bill of lading date/the draft date")

The time draft, in fact, is very similar to "open account” terms — you
have no control over the goods, nor over the payment. The only difference
is that, in addition to the contract of sale, you have the buyer's written
guarantee to make a payment on a certain date. You have to rely on the
buyer. The consequences of the refusal to pay are the same as the
consequences of the refusal to pay under "open account".

Drafts are normally issued in a set of two (First of Exchange and
Second of Exchange) or singly (Sola Bill of Exchange). ) Two drafts are
usually drawn to ensure that at least one draft reaches the Drawee when
they are dispatched separately. When two drafts are issued they may be
numbered "1" and "2" and marked "First of Exchange (Second Unpaid)"
and "Second of Exchange (First Unpaid)".

Documentary collection is cheaper then L/C but the risk involved is
much greater, especially with the time draft. | wouldn't recommend these
terms, unless you are dealing with a well-known trusted buyer or the
transaction is insured.

A time draft is used when the exporter extends credit to the buyer.
The draft states that payment is due by a specific time after the buyer
accepts the time draft and receives the goods (e.g., 30 days after
acceptance). By signing and writing "accepted" on the draft, the buyer is
formally obligated to pay within the stated time. When this is done the time
draft is then called a trade acceptance. It can be kept by the exporter until
maturity or sold to a bank at a discount for immediate payment.
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A date draft differs slightly from a time draft in that it specifies a
date on which payment is due, rather than a time period after the draft is
accepted. When either a sight draft or time draft is used, a buyer can delay
payment by delaying acceptance of the draft. A date draft can prevent this
delay in payment though it still must be accepted.

When a bank accepts a draft, it becomes an obligation of the bank
and thus, a negotiable investment known as a banker's acceptance. A
banker's acceptance can also be sold to a bank at a discount for immediate
payment.

Documentary Drafts
A draft, sometimes also called a bill of exchange, is analogous to a
foreign buyer's check. Like checks used in domestic commerce, drafts carry
the risk that they will be dishonored. However, in international commerce,
title does not transfer to the buyer until he pays the draft, or at least engages
a legal undertaking that the draft will be paid when due.

Open Account

In a foreign transaction, an open account can be a convenient method
of payment if the buyer is well established, has a long and favorable
payment record, or has been thoroughly checked for creditworthiness. With
an open account, the exporter simply bills the customer, who is expected to
pay under agreed terms at a future date. Some of the largest firms abroad
make purchases only on open account.

However, there are risks to open account sales. The absence of
documents and banking channels might make it difficult to pursue the legal
enforcement of claims. The exporter might also have to pursue collection
abroad, which can be difficult and costly. Another problem is that
receivables may be harder to finance, since drafts or other evidence of
indebtedness are unavailable. There are several ways to reduce credit risk,
through such means as export credit insurance and factoring.

Exporters contemplating a sale on open account terms should
thoroughly examine the political, economic, and commercial risks. They
should also consult with their bankers if financing will be needed for the
transaction before issuing a pro forma invoice to a buyer.

Iv. Give explanation to the following word combinations:
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Sight draft; time draft; goods "on the water"; buyer who failed to pay
was one of the bidders at the resulting auction; there is no bank promise to
pay standing behind the buyer's obligation; First of Exchange and Second
of Exchange; It (a trade acceptance) can be kept by the exporter until
maturity; drafts carry the risk that they will be dishonored,

V. Translate into English:

3akon Ykpainu «[Ipo minHi mamepu Ta QonmoBy Oipxky» Bing 18
yepBHs 1991 p. BU3HaYa€e BEKCeNb SK IIHHMU MAmip, 10 3aCBiq4ye HIUUM
He 0oOyMoBjeHe 3000B's3aHHsS BekcenenaBls (MPOCTHH BeKcedb) abo
BKa3aHOro y BeKcesdl IuiaTHuKa (MepeKkasHuil BEKCeb) BHUILIATUTH 3
HACTaHHSIM Tepen0ayeHoro BEKCeNleM CTPOKY TMEBHY CyMy TIpolel
BJIACHHKY BeKkcensi (Bekcenenepikarento). TakuM YHHOM, BEKCEIb €
0e3yMOBHe, aOCTpakTHE, CTporo (QopmaibHe 3000B's3aHHS ab0 Haka3s
CIIJTATUTH TIEBHY I'POIIOBY CyMY.

OCHOBHMMH  YYaCHHKAaMHM  BEKCENbHHMX  IPABOBIAHOCHH €
BEKCeNeaBelb, BEKCeIeIepikaTeNb Ta IUIATHUK. 3aje)KHO BiJ TOTO, XTO
BUCTYIIa€ B SIKOCTI IUIAaTHHKA 3a BEKCENEM - BeKcelemaBenb abo Tpers
0co0a - po3pI3HAIOTH 1B PI3HOBHUIN BEKCETIB: MIPOCTUH 1 ITEPEKa3HIM.

[IpocTmii Bekcenp — MIHHUK Tamip, SKWA 3acBiguye Oe3yMOBHE
rpoIIoBe 3000B'A3aHHS BEKCENENaBIs CIUIATHTH Yy BH3HAYCHUH CTPOK
BCTAHOBJIEHY CyMy TpOII€il BIACHUKY BEKcels (BEKCeleaepKaTemnio) 3a
MIOCTaBJICHI TOBapH UM HaAaHi IOCITYTH.

[lepexa3nuii Bekcenb — BEKCeNb, KA MICTUTh MACHMOBHI HaKa3
omHiei ocobu (ropuamuHoi abo ¢izwyHOI) iHmIKA 0co0i CIUIATHTH Yy
BCTaHOBIIEHHI CTPOK BH3HAYEHY CyMy Tpolreld Tperiii ocoli. [lepexaznuit
BEKCeJb IHAKIIe HA3UBAETHCS TPATTOIO.

Otxe, CTOpOHAMH MPOCTOT'O BEKCEIS €:

* BeKkceneAaBellb — 0co0a, IO BUIMCYE BEKCENb 1 BOAHOUAC
IUTAaTHUK 33 BEKCEJIEM;
* PEMITEHT — TMepUMid OTpUMYBad 3a BeKceleM abo meprmi

BEKCeleiepKaTesb, Mepel] SKUM IUIATHUK TNpuiiMae 3000B'I3aHHS MPO
ILTATIK.

VY nmepexa3HOMy BeKcelli NEPBICHUMU YYaCHUKAMH €:

* TpacaHT (BeKcelenaBelb) — 0co0a, 10 BUITHCYE BEKCEIb;
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* TpacarT (IJIaTHUK), 10 SKOTO TpacaHT 3BEpTae CBi Haka3 Mpo
IJIATDK 3@ BEKCEIEM;

* PEMITEHT — TEPIINA OTpUMyBad a0o MepHIMii BeKceeaep KaTenb,
HA KOPUCTH SKOTO BHCTABIISIETHCS BEKCEb.

3anexHO Big XapakTepy yroll, IO CHPUYMHHUIIN TIOSIBY BEKCEds,
PO3PI3HAIOTH KOMEPIIiiiHiI Ta (JiHAHCOB1 BEKCEIT.

Komepuilinuii Bekcenb 3’SBISIETBCS B 00y B pPe3ysbTaTi peasbHOL
YroJ¥ 3 KYMIBIi-IPOAAXy I[IHHOCTEH, BUKOHAHUX POOIT, HAJJAHUX MOCIHYT.
3BiJICH TOXOSTh CHHOHIMU KOMEpIIHHOTO BEKCENs: TOBAPHHI, TOPTOBH.

dinaHCOBUII Bekcenb BUHHUKAE BHACHIIOK (iHaHCOBOI omeparii i
3aCBiMYye OTPHMAHHs TPOIIOBOT TMO3UMKH. Bekceni, B OCHOBY SIKHX
MOKJIaICHO peanbHi (DiHAHCOBI yroau 1 KOTpi BHITMCAHI (AKIENTOBAaHI)
ABTOPUTETHUMHU 0CO0aMH, TMepeayciM OaHKamH, MalOTh JOCHTH IIHPOKY

chepy o0iry.
VI. Write your letter of exchange using examples.

[Nepexa3nuii BeKcellb Ta HOro peKBi3UTH
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PekBizuTH MEPEKA3ZHOIr0 BEKCEJIsA

PexBizutu MMPOCTOro BEeKceJist

1. HaiimenyBaHHs «Bekcenpy

1. HaiimenyBanus «Bekcenb»

2. IIpocTwuii 1 HIYMM HE 3yMOBJIEHUN
HaKa3 CIUIATUTH TIEBHY CyMY

2. IIpocte i HiuMM HE 0OyYMOBIIEHE
3000B’s13aHHS CIUTATUTH MTEBHY

cymy

3. HaiimMmeHyBaHHsI IJIATHUKA

4. 3a3Ha4€HHS CTPOKY ILIATEXY

3. 3a3HauEHHs CTPOKY IUIATEXKY

5. 3a3HadeHHs Micld TIIATeXY

4. 3a3HadyeHHs MICIIS TIIATEXY

6. HaitmenyBaHHS TOT0, KOMY 200
3a HAKa30M KOro Mae OyTH
3IIMCHEHUI TIaThK

7. JlaTa 1 MicIie CKIIaJJaHHS BEKCEIIsI

5. HaltmenyBaHHS TOTO, KOMY 200
3a HAKa30M KOro Mae OyTu
3IIACHEHUI IIaTDhK

6. JlaTa 1 MicIie CKIIaJJaHHS BEKCEIIS

8. ITignuc Bekcenenasis

7. Ilignuc BekcenenaBLs
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UNIT 4

OTHER PAYMENT MECHANISMS
Vocabulary

consignment sales - KoHCWrHAIMHUE TpoAaXX, NPOJAAK Ha
KOHCHTHAIIi0 (TIPoJIaXk TOBapy 13 CKJIaay KOMicioHepa)

credit check - mepeBipka KpeauTOCTIPOMOKHOCTI

countertrade - 3ycTtpiuHa TOpriBis (METOJ OIUIATH, IPU SKOMY
MpoJiaBellb NpUHMaE BiJl MOKYIIIS ToBap a00 MOCIYTH B PaXyHOK BapTOCTi
TOBapy)

foreign exchange - inozemua Basrora

cash flow - motik rpomroBrx KOIITIB, MOTIK TOTIBKH

counterpurchase - B3aemHa [3ycTpiuna] 3axymiBis (TOpriBejbHa
orepartis, TPy SAKIH TOKYIEb 3IHCHIOE 3yCTpidHE MOCTa4YaHHS MEBHUX
TOBapiB a00 MOCIYT MPOAABLEBI, IPU I[LOMY BapTiCTh TOBAPIB/IOCIYT, 110
MOCTABJISIOTHCS MOKYIIIEM MOXE CKIIQJaTH SIK TIOBHY BapTICTh MEPBUHHOTO
MTOCTaYaHHsI, TaK 1 JIUIIE 11 YaCTHHY)

barter - ToBapooOMiHHa omeparis; MiHOBa TOPTIBJIS

swapping - 6aprepHuii/HaTypaibHUIA 00MiH

switching — cBitu

windfall - mecrioniBanuit noxin

exchange fluctuations - konuBaHHS Kypcy

bad debt - 6e3namiiinuii 6Gopr

export credit insurance - crpaxyBaHHS €KCIIOPTHOT'O KPSIUTY

devaluation - 3HenineHHs

depreciation - 3HIKEHHS BapTOCTi

l. Read and translate the text.

Consignment sales
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International consignment sales follow the same basic procedures as
in the United States. The goods are shipped to a foreign distributor who
sells them on behalf of the exporter. The exporter retains title to the goods
until they are sold, at which point payment is sent to the exporter. The
exporter has the greatest risk and least control over the goods with this
method. Additionally, receiving payment may take quite a while.

It is wise to consider risk insurance with international consignment
sales. The contract should clarify who is responsible for property risk
insurance that will cover the merchandise until it is sold and payment is
received. In addition, it may be necessary to conduct a credit check on the
foreign distributor.

Countertrade

International countertrade is a trade practice whereby one party
accepts goods, services, or other instruments of trade in partial or whole
payment for its products. This type of trade fulfills financial, marketing, or
public policy objectives of the trading parties. For example, a firm might
trade by bartering because it or its trading partner lacks foreign exchange.

Many U.S. exporters consider countertrade a necessary cost of doing
business in markets where U.S. exports would otherwise not be sold. One
consideration for smaller firms is that this type of trade may cause cash
flow problems. Therefore, many smaller exporters do not consider this an
option as they wish to do business in U.S. dollars.

There are several types of countertrade, including counter purchase
and barter. Counter purchase is quite common. In this situation, exporters
agree to purchase a quantity of goods from a country in exchange for that
country's purchase of the exporter's product. These goods are typically
unrelated but have an equivalent value. Another form of this practice is
contractually linked, parallel trade transactions that each involve a separate
financial settlement. For example, a countertrade contract may provide that
the U.S. exporter will be paid in a convertible currency as long as the U.S.
exporter (or another entity designated by the exporter) agrees to purchase a
related quantity of goods from the importing country.

Barter arrangements in international commerce are not as common,
because the parties' needs for the goods of the other seldom coincide and
because valuation of the goods may be problematic. This type of
countertrade occurs without money exchanging hands as merchandise is
traded directly for other merchandise or services. Barter might occur by
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swapping (one good for another) or by switching (using a chain of buyers
and sellers in different markets to barter).

U.S. exporters can take advantage of countertrade opportunities by
trading through an intermediary with countertrade expertise, such as an
international broker, an international bank, or an export management
company. One drawback to this type of exporting is that there are often
higher transaction costs and greater risks than with other kinds of export
transactions.

Foreign Currency

A buyer and a seller who are in different countries rarely use the
same currency. Payment is usually made in either the buyer's or the seller's
currency or in a third mutually agreed-upon currency.

One of the risks associated with foreign trade is the uncertainty of the
future exchange rates. The relative value between the two currencies could
change between the time the deal is concluded and the time payment is
received. If the exporter is not properly protected, a devaluation or
depreciation of the foreign currency could cause the exporter to lose
money. For example, if the buyer has agreed to pay 500,000 French francs
for a shipment and the franc is valued at 20 cents, the seller would expect to
receive US$100,000. If the franc later decreased in value to be worth 19 US
cents, payment under the new rate would be only US$95,000, a loss of
US$5,000 for the seller. On the other hand, if the foreign currency increases
in value the exporter would get a windfall in extra profits. Nonetheless,
most exporters are not interested in speculating on foreign exchange
fluctuations and prefer to avoid risks.

If the buyer asks to make payment in a foreign currency, the exporter
should consult an international banker before negotiating the sales contract.
Banks can offer advice on the foreign exchange risks that exist with a
particular currency. Some international banks can also help hedge against
such a risk, by agreeing to purchase the foreign currency at a fixed price in
dollars, regardless of the currencies value at the time the customer pays.
Banks will normally charge a fee or discount the transaction for this
service. If this mechanism is used, the bank's fee should be included in the
price quotation.

Payment Problems
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In international trade, problems involving bad debts are more easily
avoided than rectified after they occur. Credit checks and the other methods
that have been discussed in this chapter can limit the risks. Nonetheless,
just as in a company's domestic business, exporters occasionally encounter
problems with buyers who default on their payment. When these problems
occur in international trade, obtaining payment can be both difficult and
expensive. Even when the exporter has insurance to cover commercial
credit risks, a default by a buyer still requires the time, effort, and cost of
the exporter to collect a payment. The exporter must exercise normal
business prudence in exporting and exhaust all reasonable means of
obtaining payment before an insurance claim is honored. Even then there is
often a significant delay before the insurance payment is made. The
simplest (and least costly) solution to a payment problem is to contact and
negotiate with the customer. With patience, understanding, and flexibility,
an exporter can often resolve conflicts to the satisfaction of both sides.

This point is especially true when a simple misunderstanding or
technical problem is to blame and there is no question of bad faith. Even
though the exporter may be required to compromise on certain points -
perhaps even on the price of the committed goods - the company may save
a valuable customer and profit in the long run.

However, if negotiations fail and the sum involved is large enough to
warrant the effort, a company should obtain the assistance and advice of its
bank, legal counsel, and other qualified experts. Since arbitration is often
faster and less costly, this step is preferable to legal action if both parties
can agree to take their dispute to an arbitration agency. The International
Chamber of Commerce handles the majority of international arbitration and
is usually acceptable to foreign companies because it is not affiliated with
any single country.

Export Credit Insurance

The payments in International Trade can be insured. The credit
insurance enables you to expand your exports without fear of loss. | suggest
that you try to insure payments under documentary collections,
consignment and open account terms. You may even consider the insurance
of the unconfirmed L/C.

The export credit insurance, issued by a financial institution in your
favour, protects you against non-payments by the buyer or by the Issuing
Bank (in case of insuring an unconfirmed L/C) due to commercial
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(insolvency, fraud) or political risk. In case of non-payment, you will
usually receive 80-90% of the debt.

The credit insurance not only guarantees you the payment, but also
enables you to provide better terms to your buyers. Remember the dilemma
between high and low risk payment terms? Well, credit insurance is the
solution for this predicament.

The insured payment also allows you to obtain additional funds from
a bank. Similar to the discounting of funds under confirmed L/C, your bank
will usually provide you with trade finance and use your credit insurance as
a security.

Mixed Payments

Quite often you can compromise with the buyer by using different
terms of payment for one transaction.

Remember that | suggested you insist the buyer pay in advance when
the goods are required to be customized? | also mentioned that "cash in
advance" is the least preferred term for the buyer. The solution is mixed
payments. You estimate the cost involved in customization, which has to be
prepaid and the balance may be payable under different terms, L/C, for
instance.

When you experience difficulties with cash flow and do not have
available funds to prepay freight and other pre-shipment expenses, you also
may consider mixed payments.

Using mixed payments, you can avoid losses, which occur when the
buyer refuses the payment under the sight draft.

If the mixed payments were negotiated, the proportion has to be
clearly indicated in the contract of sale. For example:

"Terms of Payment:

20% cash with the order

80% by irrevocable Letter of Credit confirmed by first class bank
and payable at sight via the-advising-bank's-name and location in favour of
your-company-name"

I1. Find the synonyms:
1) intermediary a) revenue

2) devaluation b) difficulty
3) income C) caution
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4) profit(s) d) bankruptcy
5) prudence e) depreciation
6) insolvency f) gain

7) predicament g) mediator

1. Translate into English:

3ycTpiuHa TOPTiBIA - 1ie 1) CyKYyIHICTh MIKHAPOTHHUX TOPTiBETBHUX
yroi, TpU YKIAJaHHI SKUX 3aKYMiBIS TPOAYKII CYIPOBOIKYETHCS
3BOPOTHIM TIIOCTA4aHHSIM TOBapiB, 3 METOK JIOCATHEHHS OayiaHCcy
EKCIIOPTHO-IMITOPTHUX OIepaiii; 2) TOpriBis, MpH 3JIHCHEHHI SKOi B
JNOKyMeHTax (yrojmax a0o KOHTpakTax) (iKCYIOTbCS TBepJi 3000B'sS3aHHS
EKCITOPTEPIB 1 IMITOPTEPIB 3pOOUTH MOBHUN ab0 J4aCTKOBO 30aJIaHCOBAHHN
obMiH TOBapamMu. Y OCTAaHHBROMY BHUIIQJKy PI3HHIL Y BapTOCTI
[IOKPUBAETHCS TPOLIOBUMM IIJIATEKAMHU.

Bunginsatore Taki OCHOBHI PI3HOBHINM MDKHAPOAHUX 3YCTPIIHUX
oTIeparrii:

a) 6aprep - 6e3 BaMIOTHUH, aJie OLIHCHWH OOMIH ToBapaMu (YUCTHH
TOBapoOOMiH — Oaptep, baraTocTOpOHHII O6apTep);

0) 3ycTpivuHa 3aKyIIiBIIS.

B) KOMIIEHCAIiiHI yroam - e AoBroctpokoBi yroau (10-20 pokiB),
MpH SKUX TIOKYIElb OIUIaYy€ BapTICTh TOBApiB IMOCTAYaHHIM IHIIIHX
TOBapiB a00 HaTaHHSAM TIOCIYT, a MPH HEOOXITHOCTI PI3HMIIO IOIIIAYYE
rpoumMa.

I) KIIpUHT - 1€ CUCTeMa Oe3TrOTIBKOBHX PO3pPaxyHKIB 3a TOBapH,
LIHHI MTarepy Ta MOCIYTH, SKa 0a3yeThcA Ha 3apaxyBaHHI B3a€EMHHUX BHMOT
1 3000B’3aHb.

) yromga "cBitd" - mepenada 3000B’s3aHb, YroAW 3 0araTopa3zoBUM
MepenpoJakeM TOBapiB.

e) yroga "oddcer" - 1me moeqHaHHS OOMIHY TOBapiB Ta MOCIYT 3
BKJIQJIaHHSIM KamiTaly, SKUHA BHUKOPUCTOBYETHCS TOJIOBHUM YHHOM IS
HNIATPUMKU peaji3alii ToBapiB Ha CBITOBOMY PHHKY: AJISl PEKIaMH, VIS
MOKpAILEHHSI YTIaKOBKH.
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IV. Fill in the Transmittal Letter
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Vocabulary

1. U.S. DOLLARS - Enter the entire amount to be collected; if not in
U.S. dollars, specify currency.

2. DATE - Enter the date the Draft is issued.

3. OF THIS FIRST EXCHANGE (SECOND UNPAID) - Enter the
terms of payment (also called the Tenor of the draft): at 45 Days, at Sight,
At 30 days BJ/L, etc. "Second Unpaid" refers to the duplicate copy of the
draft (OF THIS SECOND EXCHANGE, FIRST UNPAID); once payment
has been made against either copy, the other becomes void.

4. PAY TO THE ORDER OF - Enter the name of the party to be
paid (Seller, "Payee™); this may be the the Seller of the Seller's bank, and
will be the party to whom the foreign Buyer's bank will remit payment.

5. UNITED STATES DOLLARS - Enter the amount from Field 1 in
words; if payment is not to be made in U.S. Dollars, block out "United
States Dollar" and enter correct currency.

6. CHARGE TO ACCOUNT OF - Enter the name and address of the
paying party (Buyer, "Drawee"). For Letter of Credit payments, enter the
name and address of the Buyer's opening bank as well as the L/C number
and issue date.

7. NUMBER - Enter an identification, or Draft, number, as assigned
by the Seller to reference the transaction.

8. AUTHORIZED SIGNATURE - The signature of the authorized
individual for the Seller or the seller's agents ("Drawer").

9. FORWARD DRAFT TO - Enter the name and address to whom
the Draft is being sent. Unless this is a letter of credit being negotiated in
the U.S., this should be the name and address of a foreign bank.

10. FORWARDING DATE - Enter the date the Draft is being sent to
the bank in Field 9.

11. DRAFT NUMBER - Enter the Seller's Draft number, as noted in
Field 7 above.

12. PURPOSE OF DRAFT - Check the applicable box if the draft is
part of letter of credit negotiation, a collection, or an acceptance.

13. LIST OF DOCUMENTS - Enter the number and type of each
original and duplicate document to be included with this Transmittal Letter.
Any document attached will eventually be released to the Buyer.
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14. DELIVER ALL DOCUMENTS - Check either "Deliver all
documents in one mailing” or "Deliver documents in two mailings."”
Generally, documents are delivered in one mailing.

15. DELIVER DOCUMENTS AGAINST - Ensure that the type of
Draft attached (Block 3) is compatible with the "deliver against”
instructions. Sight Drafts should accompany "Deliver against Payment"
instructions, while Time Drafts should accompany "Deliver against
Acceptance™ instructions.

16. BANK CHARGES - The correspondent bank will not pay unless
all charges are collected. Based on your agreement with the Buyer, indicate
which party is responsible for both the remitting and presenting bank's
charges. By checking "all charges for Account of Drawee," the Buyer is
responsible for these charges; if the Buyer does not pay (or is not to pay)
these charges, and id "Do Not Waive Charges" has not been checked, the
Seller will be billed for expenses incurred.

17. PROTEST - Check "Protest” (specify "for nonpayment" or for
"non-acceptance,” depending on the type of draft attached - see instruction,
Field 15) if you wish the correspondent bank to process written, notarized
documentation in event that the Buyer refuses to pay or accept the Draft.
Additional Bank expenses associated with a protest are usually charged to
the Seller.

18. PRESENT ON ARRIVAL - Check if you wish the Draft to be
presented on the arrival of the goods to the Buyer.

19. ADVISE - Check the appropriate blocks, and block-out the non-
applicable terms, if you wish to be advised of payment/acceptance or non-
payment or non-payment/non-acceptance.

20. IN CASE OF NEED - Enter the representative of the Seller in the
country to which the Draft and documents are going, if one exists; check
the block which describes the representative's authority.

21. OTHER INSTRUCTIONS - Enter any instructions to either the
remitting or correspondent banks, such as remittance instructions,
clarification of protest procedures, multiple-draft instructions, etc.

22. REFER ALL QUESTIONS - Enter the name of the contact, and
his/her address & telephone number, in the Seller's country; specify if this
contact is employed by the Shipper (Seller) or the Seller's agent (Freight
Forwarder).
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23. AUTHORIZATION - Enter the person authorized to sign the
Transmittal Letter (see Field 8 above), the date prepared, and the authorized
person's signature.

FOR YOUR INFORMATION

Terms Ranked from LEAST RISK to MOST RISK for the

Seller.

CASH IN ADVANCE

Usual Goods Risk to|Risk Comments

Time Available |Seller  |to Buyer

of To Buyer

Payment

Before  [After None Complete - |Seller's goods must be

shipment |payment relies on special in one way or
seller to ship |another, or special
exactly the |circumstances prevail
goods over normal trade practices
expected, as |(example, goods
quotedand |manufactured to buyer-
ordered only specification).

CASH AGAINST DOCUMENTS

Usual Goods Risk to Seller |Risk to Buyer |Comments

Time Available

of To Buyer

Payment
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After After If payment not |Assures Security to the seller

shipment [payment [honoured, shipment  but|is assured if the
goods must not content, transfer of funds is
be returned or|Unless Confirmed prior to
resold. Storage, |inspection or  |buyer taking
handling, return|check-in is Possession of the
freight allowed before |goods.
expenses may|payment
be incurred

LETTER OF CREDIT (See next two items.)

Usual Goods Risk to Seller Risk  to|Comments

Time Available Buyer

of To Buyer

Payment
Commercial Letters of  Credit
Invoice must require total accuracy
match the Letter in conforming to terms,
of Credit exactly. conditions, and
Dates must be documentation.
carefully headed -
"Stale"
documents are
unacceptable for
collection.
Confirmed Irrevocable Credit

Usual Goods  |Risk to Seller |Risk to Buyer |Comments

Time Available

of To Buyer

Payment
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After After Gives the seller|Assures The inclusion of a
shipment [payment |a double|shipment is|second assurance of
is assurance of  [made but relies|payment (usually a
made, payments - on exporter to|"reputable” Bank)
documents Depends on the|ship goods as|prevents surprises,
presented terms of the|described in|adds assurance that
to letter of credit. |documents. issuing bank has
the Terms may be|been deemed
Bank negotiated acceptable by
prior to letter{confirming  bank.
of credit|{Adds cost and an
agreement, additional
alleviating requirement to
buyer's degree|seller.
of risk.
Unconfirmed Irrevocable Credit
Usual Goods Risk to Seller Risk to|Comments
Time Available Buyer
of To Buyer
Payment
Same as|Same as|Seller has single|Same as|Credit can be changed
above above bank assurance of|above |only by  mutual
payment and seller agreement, as
remains dependent stipulated in a sales
on foreign bank. agreement. Becomes
Seller should open account with
contact his banker buyer's  bank as
to determine collection agent.
whether or not the Foreign bank may
issuing bank has have problems

sufficient assets to
cover the amount.

making payment in

sum or timeliness.

DRAFTS/ BILLS OF EXCHANGE (See next two items.)
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Usual Time |Goods Risk to Seller Risk to|Comments

of Available Buyer

Payment |[To Buyer

Remittance Drafts, by design, A draft may be

time from should contain written with

buyer's terms and virtually any term

bank to conditions mutually or condition

seller's agreed upon agreeable to both

bank may parties. When

still  take determining draft

one week to tenor (terms and

one month conditions) consult
with your banker
and freight
forwarder to
determine the most
desirable means of
doing business in a
given country

Sight Draft (with documents against acceptance)

Usual Time |Goods Risk to Seller |Risk to Buyer |Comments

of Available

Payment To Buyer
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On
presentation
of draft to
buyer.

After
payment

bank.

to buyer's

If draft not
honored, goods
must be
returned or
resold. Storage,
handling, return
freight
expenses
be incurred.

may

Assures
shipment
not
unless
inspection
check-in

payment.

but
content,

or
is
allowed before

A draft can be a
collection
instrument used
to exchange
possession and
title to goods
for  payment.
Seller is
essentially
drawing a
check against
the bank
account of the
buyer. Buyer's
bank must have
pre approval, or
seek approval
of the buyer
prior to
honoring  the
check. Payable
upon
presentation of
documents.

Time Drafts (with documents against acceptance)

Goods
Available
To Buyer

Usual
Time

of
Payment

Risk to Seller

Risk to Buyer

Comments
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On Before Relies on buyer|Assures Payable based upon
maturity |payment, [to honor draft{shipment but|the acceptance of an
of after upon not  content,|obligation to pay the
the draft |acceptance |presentation.  |time ofseller at a specified
maturity time. Although a
allows for|time draft has more
adjustments, if|collection leverage
agreed to by|than an invoice, it
seller. remains only a
promissory  note,
with conditions.
OPEN ACCOUNT
Usual Goods Risk to Seller [Risk to|Comments
Time Available Buyer
of To Buyer
Payment
As Before  |Relies None [AIl terms of payment,
agreed, |payment |completely on including extra charges and
usually buyer to pay terms should be mutually
by account understood and agreed upon
invoice as agreed prior to open account
initiation. Companies
conducting on-going
business are candidates for
open account terms of
payment. Seller must

measure not only buyer's
credit reliability but the
country's as well.
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