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BDG INTERNATIONAL, INC.

840 Tollgate Rd.

Elgin, IL 60123

TEL:  847-760-0040   --   FAX:  847-760-0045
E-mail:  ocean@bdginternational.com, airfreight@bdginternational.com,

Import@bdginternational.com, sales@bdginternational.com
For your convenience, we are attaching a few documents that may assist you when working with a new Letter of Credit.  

· LETTER OF CREDIT INSTRUCTIONS

This will give you details needed to open your letter of credit with your preferred bank.

The document supplies your bank with all the instructions needed to open your letter of credit

We include tips for opening the letter of credit & getting your documents sent for customs clearance prior to goods arrival.

If you have any questions regarding the following documents, please do not hesitate to contact BDG International, Inc.

HOW TO CONTROL YOUR LETTER OF CREDIT

The Letter of Credit Instruction Sheet list several points that should be considered when opening a Letter of Credit.  If you, the buyer, makes these decisions, you can maintain control of the shipment, reduce your  risk of exposure, and obtain documents for Customs clearance prior to arrival of the goods to avoid demurrage fees.

1. An IRREVOCABLE Letter of Credit binds the Issuing Bank to pay once the required documents have been presented. 

2. The ADVISING BANK is the bank that negotiates the L/C.  We suggest that you ask your local bank for their branch office in the supplier’s country. 

3. The credit will be payable at the counter of the Advising Bank.

4. The beneficiary, to be named, normally is your supplier.

5. Ordinarily, you will wish to be paid in USD. Have the L/C amount be stated as a flat amount (sample exactly US10,000.00)   

6. We suggest that the credit be payable AT SIGHT.  This allows you to receive payment when the paying bank has received the documents.

7. Requesting that the L/C be TRANSFERABLE gives you the choice of assigning, all or part, of the proceeds to a supplier or other third party.  Most commonly, the NOT TRANSFERABLE option is chosen.  

8. You can select who will pay the banking charges. 
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9. You can select who is to pay for the any amendment fees.   The amendment fees are in addition to the banking charges as indicated in Item 8.

10.  Selecting PARTIAL SHIPMENTS TO BE ALLOWED or NO PARTIALS ALLOWED gives you the flexibility of allowing either one shipment or multiple shipments as well as on multiple vessels/flights if necessary.  The need for Partial Shipments could be caused by production capabilities, an overflow to a Full Container move, and a number of other reasons.  

11.  DESCRIPTION OF GOODS –  The standard statement is to have the L/C say:

 Details as per Pro Forma Invoice #  ___________ covering _________(include a very brief 3-4 word description of the goods).

12. Make sure when the shipping date is set, you allow yourself enough time for production

and any unforeseen problems.  Then, add ONE month to set the shipping date.  The banks    

consider the ship date to be the date the vessel sails from the port or the flight date, NOT the 

date the shipment leave your dock.

13  Standard banking practice is 21 DAYS after the required transport document’s date for the presentation at the counters of the Advising Bank stated in Item 3. 

14. REQUIRED DOCUMENTS

a) COMMERCIAL INVOICE - It is recommended that you choose to ship the freight under CIP/CIF terms.  This will give you the most control over the shipment and allows you to recoup your transportation costs.

b) PACKING LIST – Commonly requested by the buyers.

c) INSURANCE CERTIFICATE – Frequently the insurance coverage requested is CIF/CIP plus 10%. It is very important that you request the Certificate NOT the Policy.

d) The credit should show the Bill of Lading consignee – TO THE ORDER OF THE OPENING BANK.  The Opening Bank will control the release of the goods to the consignee.   This also insures that the bank will have all the funds to pay the L/C prior to releasing the goods.    
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e) Marking the Bill of Lading ON BOARD is a standard request of the buyer on ocean shipments.

f) The Air Waybill should be consigned in the same manner as the Ocean Bill of Lading.  (See d.)

15. ALWAYS designate the forwarder.   This is a crucial in maintaining control of your       shipment, your payment, and to increase your chances of getting paid quickly.

16. The forwarder will be able to select the best possible service and price for moving 

the freight when the carrier is NOT requested.

17. The credit should allow for any port (airport) in North America to be used. Ports such as Montreal and Vancouver are commonly used for ocean shipments. A typical problem with may L/C’s is that they limit the ports to U. S. Ports only. This can unnecessarily increase costs because Canadian services cannot be used
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LETTER OF CREDIT INSTRUCTIONS

1. The Letter of Credit shall be Irrevocable.
2.   The Credit shall be
_____Advised by

________________________________________




_____Confirmed by

________________________________________








________________________________________








________________________________________

3. The Credit shall be payable at the counters of:
________________________________________

________________________________________








________________________________________








________________________________________

4. The Credit shall show as the beneficiary:

________________________________________

________________________________________








________________________________________








________________________________________

5.   The Credit shall be payable in USD, in the amount:

_____Not to exceed
$____________









_____Exactly

$____________









_____About

$____________

6.   The Credit shall be payable
_____At Sight

_____Days sight upon presentation at the counters of the bank stated in Item 3.

_____Days from _________________Date
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7.   The Letter of Credit

_____shall be transferable.





_____shall not be transferable.

8. The Credit shall show that all Banking Charges incurred are for the account of the applicant.

9. The Credit shall show that all charges for Amendments, including related communication expenses, 

are for the account of the applicant.

10.  Partial Shipments 

_____shall be allowed.





_____shall not be allowed.

11.  Description of Goods
Details as per Pro Forma #_________________________________covering





________________________________________________(brief description).

12.  The Credit shall allow for required transport documents be dated no later than________________________.

13.  The Credit shall allow for a minimum of 21 days after the required transport documents date for the 

       presentation of documents at the counters of the Bank stated in Item 3.

14.  The Required Documents should include:

a)   _____Commercial Invoice
___________________________________________ 






(Inco Terms)                      (Destination)

b) _____Packing List for above.

c) _____Insurance Certificate showing insurance provided by seller.

d) _____Ocean Bill of Lading shall be consigned


_____ to


____________________________________





_____to the order of

____________________________________









____________________________________









____________________________________
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e) _____The Bill of Lading shall be marked “ON BOARD”.

f) _____Air Way Bill shall be consigned 

_____to


____________________________________

_____to the order of 

____________________________________















____________________________________














____________________________________

15. The forwarder shall be shown as “BDG International, Inc.”.

16. The Credit shall not show a requested carrier.  

17. The Letter of Credit must be written in English.
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SAMPLE COVER LETTER

(FOR LETTER OF CREDIT INSTRUCTIONS)

DATE:

TO:

Dear____________:

Following are the particular details we wish to have included in your Documentary Letter of 

Credit issued in reply to our Pro Forma Invoice Number ____________________________ 

dated__________________________.

Please instruct the Opening Bank to issue the Letter of Credit by telecommunications or messenger, in accordance to the UNIFORM CUSTOMS AND PRACTICES ACT FOR Documentary Credits, INTERNATIONAL CHAMBER OF COMMERCE PUBLICATION 500, 1994 REVISION.

We have made every effort in these instructions to provide you with terms that can be easily accommodated.   If you or the Opening Bank is unable to comply with these terms and conditions, please notify our office prior to the issuance of the credit to avoid delay and non-shipment.  

Sincerely,

----Your Corporate Name----

----Sender’s Name----
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