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Overview of International

Trade Documents
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Guide Case

Case of Loss of More than $6,000

On April 12,2015, a bank in Hong Kong opened a L/C for $540,000, in which the shipment
time was on August 15, the validity was on August 30, and the trade contract number listed
thereon was “CN1830325”. On August 9, the beneficiary presented the negotiation documents,
in which the trade contract numbers listed were “CNI830325”. According to the beneficiary
export company’s claim, their first contract numbers always are“CNI”and the issuing bank’s card
must be mistaken. Therefore the beneficiary insisted on the company’s official number and all
the contract numbers of documents were written as “CNI830325”. The negotiating bank did not
take seriously, considering that the importer was easy to find out, accepted negotiation to send
the documents and made reimbursement to the reimbursing bank. The reimbursing bank New
York branch as the issuing bank’s reimbursing bank also drew $540,000 into the negotiation
bank’s account on August 9.

But the telex by the issuing bank on August 13 refused to pay; the reason was that
“documents can’t be in conformity with the L/C”. Because the contract numbers of the documents
were not in conformity with the L/C indeed, the negotiating bank cannot argue be argued,
completely in a passive position. After the local middlemen in Hong Kong and the applicant’s
consultation for many times, this batch of documents with “discrepancies” was accepted by

accommodating on September 14, but the issuing bank lodged compensation for $6,108.75.
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1.1 The Meaning and Role of International Trade Documents

BB BUERY S S5 1]

1.1.1 The Meaning of International Trade Documents
$h B B B X

A document is an official paper that serves as proof or evidence of something. Document lies
at the heart of all international trade transactions. Most international trades are done on the basis of
delivery against documents and payment against documents. Uniform Customs and Pratice for
Documentary Credits (ICC No.600) (UCP600) provides that: “Banks deal with documents and
not with goods, services or performance to which the documents may relate.”

BAIE SR AT A D B SO B S SO . SOEJE [ PR R 5 A B iR . BIE SR [ B R
Sy 38 4% R 31 3 BEAR HR L CBR B HTAE 48— 18t 1) 18 B B 25 56 600 5 i R 47, 7 Bk
UCP600) HLAE « “ B AT 4k PR A4 2 BAIIE , 107 AN 2 FOIE AT RE VS S i 529 IR S5 s 20470 7

1.1.2 The Role of International Trade Documents
b 51 HAE B 1F A

For different departments (customs, banks, exporter, importer, insurance company,
government, etc.) , international trade documents have different roles. However, there is one same
point, international trade documents provide proof of ownership of goods at any time and place
throughout the transaction and are very important to all the departments.

To the exporter, documents provide an accounting record of a transaction, a receipt for goods
shipped, the means for export clearance of the goods, as well as information and instructions to the
many individuals, companies and governmental agencies that transport, handle, or inspect the

shipment.
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To the importer, documents provide an accounting record of a transaction, assurances that the
goods ordered are the goods shipped, and the means for clearing goods through customs at the
country of destination.

To the shipping company and freight forwarder, documents provide an accounting record of a
transaction, instructions on where and how to ship the goods, and a statement giving instructions
for handling the shipment.

To the banks, documents provide instructions and accounting tools for collecting and
disbursing payments.

To the country of export and its regulatory agencies, documents provide a means of evaluating
risks, valuing a shipment and tracing the point of loss in a coverage claim.

To the country of import and its regulatory agencies, documents provide proof of the right to
import, statistical and census information regarding the goods imported, evidence that the goods
imported will not harm the health and safety of its citizens, and an accounting tool for assessing
du.ties and fees.

= B B2 5 BAIEAE A [A] 89 800 (an il ok ARAT Lt DR CHE DR IRBR A B (BURF %) A AR A
MIYER . SR, AR [R] AR PR T 5 BRIE 2 B R A3 5 MW AUSEAIE , OF ELXY BT A B #8171 ok 5
WEEFEEMN.

xfF i R OR G, B TR S M2 iHE R KE Y BRI Y OEXT A I
1R 5T A B A A B I N L RO LA R A AE B R

Xt T R R UL, BAE R R G RS TR B RITI R R R s it R E Y
W RE R TR,

Xt F B A m 5T 2 R UL, BUE N A 5 IR ST E &, N R YR 3K 0E b s RT3k
Jr UL I ez i PR i B .

Xt FERAT R UL, HLUE AT A W AT SR S5 0 T B A

X T O B H W LA SR 156, BRE g P A XU 57 32 RE A 0 BR 2 R I S A B R
e fit—Fh Lk

Xt 2t 0B B M LA SR, SAUE S SR M DAL S 3 DR YA MRS &FER
RAER ST GER O R A ELARVEBEMEZ 2, ZIFMEB RO 2T TR,

1.1.3 Significance of Documents
BAE & X ‘

Document is an indivisible part of international trade. It refers to the preparation and
examination of documents involved in a transaction. The major purpose of documents is to provide
a specific and complete description of the goods so that they can be correctly processed for
transport, insurance , payment, customs clearance, etc. For most transactions in international trade
today, without documents there will be no possibility of transactions. Considering its importance
this chapter is solely devoted to the introduction to the basic requirements and information source
of export documents, and the explanation of the major documents used in export trade.

The importance of documents, in a sense, can be amplified by saying that in some
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international transactions the exchange of documents takes priority over the exchange of goods.
This is well illustrated in those contracts signed under the trade terms such as FOB/FCA, CFR/
CPT and CIF/CIP, where the delivery of goods from the seller to the buyer is symbolized by the
handover of title documents, rather than the actual delivery of physical goods. As these types of
transactions take a large portion of the total volume of trade, the importance of documents hence
can not be underestimated.

Without proper documents, neither sellers could send goods out of their countries and collect
payments, nor could buyers release goods without problems. A smooth transaction heavily relies on
the correct preparation and presentation of relevant documents at different stages. It is crucial for
both the seller and the buyer to acquire sufficient documents skills to be qualified practitioners. In
the meantime, compared with importers, exporters are more susceptible to the impact of
documents. It is an essential condition for exportation in the first place. In order to get through the
mandatory supervision and control of the customs, presentation of required documents is the
prerequisite. Lack of necessary documents or presentation of wrongly made documents is among
the most common reasons for delayed release of cargos from the customs.

This also applies to importers when they are handling the import customs formalities. In
addition, documents serve as the proof of fulfillment of contract for the seller. Most of the
obligations listed on the sales contract could be reflected on the availability of certain documents
or the certain content of a document. A bill of lading, for example, indicates the details of the seller’s
performance of transportation. Sometimes the buyer requires some documents to ensure that the
goods delivered are what he expects. A certificate of quality may be required to guarantee the
quality of the product. As a result, by evidence of documents, exporters prove that they have
delivered the right goods at the right time to the right place in the right manner. Furthermore, in
most cases exporters have to use documents in their collection of payment. If we recall the
payment issues, one thing is obvious that most of the popular payment terms ask for the company
of documents, especially the title documents as bill of lading. Unable to provide the required
documents, the exporter will have trouble in setting payment for his goods delivered.
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1.2 The Main Kinds of International Trade Documents
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There are several kinds of documents used in international trade. In many cases, documents
issued by one entity (e.g. the bill of lading issued by a shipping or logistics company) may be
required by more than one entity (e.g. the importer, the customs authority of the country of import).
The following is a brief summary of the kinds of international trade documents. Each will be
treated in detail in the chapters that followed.

1.Transaction Documents

They are the documents the buyer and the seller generate to form the basis of their agreement
to sell and purchase specific goods under specific terms and conditions. Transaction documents
include the letter of inquiry, request for proposal, proposal, letter of intent, purchase order,
contract of sale, proforma invoice, and commercial invoice. Not all transactions require each of
these documents.

2.Transport Documents

They are the documents issued by the logistics company as a receipt and contract for carriage
of the goods to the stated destination. These organizations also issue insurance and inspection
certificate. All international transactions involving the transport of goods require some form of bill
of lading.

3.Import Documents

These documents are required by the customs authority of the country of import and vary
greatly from one country to another. The minimum documents requirement is an entry form and a
commercial invoice. However, many other forms may be required, especially if the imported
merchandise is sensitive (e.g. animals, weapons, drugs, food) , if the importer is requesting special
tariff treatment under an import program (e.g. GSP, NAFTA) or if the import comes from certain

countries.



