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BDG INTERNATIONAL, INC.

840 Tollgate Road

Elgin, Illinois 60123

TEL:  847-760-0000   --   FAX:  847-760-0005
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.  

· WORKING WITH THE LETTER OF CREDIT AND PRO FORMA INVOICE

This will give you details needed to quote the transportation services 

and how to submit a Pro Forma Invoice.

· HOW TO CONTROL YOUR LETTER OF CREDIT

Here you will find the explanation how to complete the LETTER OF 

CREDIT INSTRUCTIONS.

· LETTER OF CREDIT INSTRUCTIONS

This document supplies the instructions to your customer (Letter of Credit Applicant) on how you need the Letter of Credit to be opened.

· SAMPLE COVER LETTER (FOR LETTER OF CREDIT INSTRUCTION

The Cover Letter should be completed on your own stationary to be

submitted to the applicant.

The Cover Letter, Letter of Credit Instructions and your Pro Forma Invoice should be sent to your buyer before the Letter of Credit is opened.

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

WORKING WITH THE LETTER OF CREDIT 

AND PRO FORMA INVOICE

When considering a Letter of Credit, you will be required to submit a Pro Forma Invoice.  The steps you will need to follow to complete the Pro Forma are:

1. Work up the cost of the goods and packaging to get an EX WORKS (EXW) value. 

2. Call BDG International for a Transportation Quote.  The following information is required to quote.

· How large will the shipment be?  Pieces / Weight / Dimensions.

· What is the value of the shipment?

· Is insurance required?

· What is the destination?

· What is the commodity to be shipped?

· What is the approximate ship date?

3. Upon receipt of the quote, you can complete the Pro Forma Invoice.

· Bring the Pro Forma Invoice to CIF/CIP Destination Value

EXW Value




$0000.00

Inland/Handling



$0000.00

FCA Port / Airport





$0000.00

Ocean / Air Freight Charges

$0000.00

Insurance




$0000.00

Total Ocean / Air and Insurance



$0000.00

CIF/CIP DESTINATION




$0000.00

4. Proceed to How to Control Your Letter of Credit, Letter of Credit Instructions and 

     Cover Letter.  [image: image2.png]



BDG International, Inc., 840 Tollgate Road, Elgin, Illinois  60123

Phone: 847-760-0000  --  Fax::  847-760-0005
e-mail:  ocean@bdginternational.com, airfreight@bdginternational.com, import@bdginternational.com
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 the shipper makes these decisions, they can maintain control of the shipment, reduce their risk of exposure, and cover all shipping and banking costs including the in house preparation costs.

1. An IRREVOCABLE Letter of Credit binds the Issuing Bank to pay once the required documents have been presented.  The documents must be presented without unresolvable discrepancies. 
2. The ADVISING BANK is the bank that negotiates the L/C.  We suggest that you request Bank Confirmation of your L/C.  Bank Confirmation will guarantee that the Advising Bank will pay on the L/C if the opening bank does not.   Choosing your Advising Bank is as important as choosing your forwarder.   The bank should be located in your region of the country, be in a sound financial position, and have a dedicated International Department.  The documents must be presented without unresolvable discrepancies.

If you are having problems with the applicant in naming the Advising Bank, you may consider contacting your preferred bank in the US to request the name of their corresponding bank in the applicant’s country.  When you complete the Pro Forma Invoice, include the name of that bank.   Request that your customer / applicant opens the L/C at that bank.   Your L/C will then flow through your bank in the US automatically.

3. The credit will be payable at the counter of the Named Bank. This may be the same bank as the advising Bank if  it is so chosen.
4. The beneficiary, to be named, normally is you, the shipper.

5. Ordinarily, you will wish to be paid in USD.   The most flexible way to open a L/C is using the ABOUT terminology.   By using ABOUT, it will allow you to collect PLUS OR MINUS 10% of the L/C value.   This can be very helpful if you are quoting far in advance to the shipment date.   You are automatically covering yourself for any cost fluctuations.  

6. We suggest that the credit be payable AT SIGHT.  This allows the beneficiary to receive payment  as soon as 14 days after receipt of the documents at the advising bank or 5 days after receipt of the documents at the issuing bank.
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 may request  how bankiing charges in the USA and foreign country will be paid.                               
9. You may request which party is responsible to pay for amendment fees.   The amendment fees are in addition to the banking charges as indicated in Item 8.

10.  Selecting PARTIAL SHIPMENTS TO BE ALLOWED gives you the flexibility of shipping      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 as follows:
·  “Details as per Pro Forma Invoice #  ___________ covering: (Brief Description of Goods including Incoterm)”

· Exclude all unitary pricing on commerical invoice. 

12. Make sure when the shipping date is set, you allow yourself enough time for productionand 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 departs your facility. 

13.  We recommend to specifiy the expiry date of the l/c. Take into consideration production issues and  transportation issues. Add plenty of time for any delays. Request the expiry date to be  no less than 21 days after the latest ship date
14.  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. 
15. 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) Commercial Invoice Description: Write a simple descriptions or refer to a Pro Forma Invoice Number. Avoid complex descriptions

c) PACKING LIST – Commonly requested by the buyers.

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

e) 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 ensures that the bank will have all the funds to pay the L/C prior to releasing the goods.    
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LETTER OF CREDIT APPLICATION 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 above.

      

__ _____ days from ___________ date.

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 to the credit,  including

       related communications expenses,  are for the account applicant.

10.   Partial shipments 
__ shall be allowed.

                                  
__ shall not be allowed.

11.  Transshipments    
__ shall be allowed.

                                  
__ shall not be allowed.

12.   The credit shall allow for required transport documents dated no later 

         than ___________________. 
13.  Expiry Date: Request the expiry date to be  no less than 21 days after the latest ship date.

14.   B/L Date: 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.                   

15.   The required documents should include:

A)    __ Commercial invoice totaled 
____________________________________






(Inco Term)
(Destination)
(Amount)

B)    __ Commercial invoice shall cover 
__ Pro Forma invoice #______________

                                                            
__ the following:

                                                            
________________________________

                                                            
________________________________

                                                            
________________________________

C) __ Packing List for above.

D)   __ Insurance Certificate showing insurance/provided by seller.

It is very important to state Insurance Certificate not Insurance Policy. 

D) __ Ocean Bill Lading

                       ___ The bill shall be consigned:

                                  
___ to                     
________________________________

                                       
___ to the order of  
________________________________

                                                                      

________________________________

                                                                      

________________________________

              ___ The credit shall allow for NVOCC Bills of Lading.

              ___ The Bill of Lading shall be marked "ON BOARD".

F)   __ Air Waybill shall be consigned:

                                     
___ to               

________________________________

                                     
___ to the order of 
________________________________

                                                                 

________________________________

                                                                 

________________________________

              ___ The credit shall allow for air consolidators Air Waybills.

                                          ___ The transport document shall be marked:

                                    

 __ "FREIGHT PREPAID"

                                     

 __ "FREIGHT COLLECT"

15. The forwarder shall be shown as "BDG INTERNATIONAL, INC."

16. The credit shall not show a requested carrier.

17. The credit shall allow  for export from any North American Port (Airport)

18. The credit shall state the actual port discharge.

19. The letter of credit must be written in English.

20. Other instructions or documents:  
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 600, 2007 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 are 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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