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Unit 1

Terms of Payment



Warming Up/-'_""'E-“'

Do you know the full names of these abbreviations? What kind of
payment terms would you use if you were an exporter and why? And what
if you were an importer?

DP

D/A

— = .

Dialogue 1
Li Yan, sales manager in Boyi Arts Trading

Company. Susan, market manager in France Masaic

International Corp.

Now, Li Yan is negotiating with Susan about the terms
of payment.

S: We’ve settled the questions of price, quality and quantity.
Now what about the terms of payment? What is your
regular practice?

L: We usually accept payment by L/C.

S:  We would like to make payment for baskets by installments', L. installment:

L: I'd need to check with my company about that. But what RN
kind of installment payments do you have in mind?

S: What we'd like to do is to make a down payment’ first, |2
then after delivery, we pay off’ the rest of it in four TS 3 4
installments. 3. pay off: {}if

L: It would be very difficult to arrange a deal like this.

S: “Payment by installments” is one of the terms of payment

. down payment:




—— -
Dialogue 2
to talk about payment terms with Susan.

L:
S:
L:

&

that has been widely accepted and commonly used by our ¥

sellers abroad.

But we seldom use this kind of payment term in our
business. As I stressed at the very beginning we usually
require payment by L/C, especially for new customers.

Can you make any compromise’ this time? Say, 50% by down
payment and the balance by L/C?

I can’t give you my word now, I have to consult my
director to see if we can do it this way.

Thanks. I will wait for your news.

After consulting his director, Li Yan continues

Hi, Susan. I have consulted my director.
Great. What's the news?

Well, TI'm sorry to say that it’s our practice’ to make
payment by a confirmed, irrevocable’ L/G payable against
draft at sight. We have to insist on our usual terms.

That’s really awful. Payment by L/C is the safest mode,
but it’s rather complicated®

Yes, but in this way we can be assured of the payment.
Could you make an exception in our case and accept D/P
or D/A?

I’m afraid I can’t. That is our usual practice.

I’'m sorry to hear that. But the point is that to open an L/C
with a bank means an additional expense. We will have to pay
a depositt That will tie up’ our funds and increase our cost.
I’'m afraid that we must insist on payment by L/C. As a
matter of fact, L/C protects the seller as well as the buyer.
OK, if that is the case, could you accept a time L/C and allow
us to defer our payment, say, 30 days after sight?

We usually demand payment by L/C at sight. But to encourage
more orders, we could consider your request.

Thank you. You have been very helpful. I'll open the L/C
30 days before the date of shipment.

By the way, Susan, the I/C should reach us 30 days before
the shipment and keep open here till the 15th day after
shipment date.

No problem.

4. compromise:

Zh PR

1. practice: 18

2. irrevocable: A~
AT R

3. complicated: &

1

4. deposit: £,
Rk 4

5. tie up: (5K,

i
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\}Study the expressions and learn to say the same.

<»ways to enquire about the payment terms:
1. What is your regular practice about the terms of payment?
2. What is the mode of payment you wish to employ?

Now try with your partner to enquire about the payment terms, and answer with the following:
Cash with Order

Documents Against Acceptance

Mail Transfer

Cash Against Document

Letter of Credit

Cash on Delivery

Documents Against Payment

CAD

T U L

<®»ways to tell your partner your payment terms:

o

It’s our practice to make payment by...

2. We insist on/demand/accept/ prefer/ require payment by...
3. Payment by... is our usual practice.

4. Our terms of payment are...

5. We would like to make our payment for this by...

Now try to make sentences with the given mode of payment:
L/C at sight

D/P

a time L/C

installments

deferred payment

COD

9 S QIR B

“»ways to accept the proposed payment terms:
1. To encourage more orders, we would consider your request for...

2. To keep the ball rolling, let’s make a compromise and make payment by...

4 @ Unit 1



Now try to accept the following payment terms with your partner:
Cash with Order

. Documents Against Acceptance

. Mail Transfer

. Cash Against Document

. Letter of Credit

. Cash on Delivery

. Documents Against Payment
CAD

© N DG WD

‘ - — - ]

‘*?RThe following are four payment terms. Choose one and describe the
[3 payment term to your partner.

payment modes you can use on a net shopping center:

1. AT B AT R A b st X a] DL R 58 BT 3K . v

2. M EARATATER: A m] 5 By (PR B S O 2, A 3 ) SR SR e A
Ao,

WK R IR E B ARG RAR ]

O A AL - 165 AR IR K B T A 2 1a$ﬁkﬁm%&£!§ (100005) |
4. HRATHIL

TR ﬁ@ﬂ]ﬁlﬂ%&*ﬁl‘ N
AT 4R TRIRAT AL S AT

|
]
AT S :0200064719067033749 B B ]
NS VRS b T

payment terms that we accept:

1. 100% payment in full before shipping unless otherwise stated by us.

2. Preferred payment is cash.

3. Other payment methods include: money order, credit cards (with proper picture
ID, driver’s license) and cashier’s cheque (drawn on a US bank).

4. Company and personal checks are accepted but must clear our bank prior to
delivery or pickup of machines.(No exceptions.)

Terms of Payment  §




5. Irrevocable, confirmed Letters of Credit will be accepted based on our terms
that will be provided. Buyer will pay all fees pertaining to the Letter of Credit.
(No exceptions.)

Stimulate a dialogue with your partner based on one of the following
situations. You can use the following expressions and sentences picked
out from the sample dialogues.

+» ways to describe the advantages of your payment terms:

1. We can be assured of the payment.

2. L/C protects the seller as well as the buyer.

3. “Payment by..” is one of the terms of payment that has been widely accepted
and commonly used by our sellers abroad.

»ways to refuse the suggested payment terms:
1. Opening an L/C means an additional cost to us importers.
We can’t accept any other terms of payment.
If you can’t be more flexible, we won’t accept your terms of payment.
We will have to pay a deposit.
That will tie up my funds and increase my cost.

&y S e

We seldom use this kind of payment terms in our business.

Situation 1

You are the sales manager of a steel company and are discussing the terms of
payment with the export manager, your partner. The export manager insists on
payment by L/C. In the end, you accept it.

Situation 2

Your partner, a businessman from America, is negotiating with you about a
certain business. Everything has been settled except the problem of payment. He
insists on D/P terms. As his order is big enough, you finally agree to 50% by
L/C and the rest by D/P at sight.

Situation 3

Suppose you are having a talk with a Korean merchant about the terms of
payment. He insists on payment by installments instead of D/P at sight. The
ending of this dialogue is open.




)l“' Based on the relevant business textbooks and useful websites, each student

i K chooses one of the modes of payment and introduces its operation,
advantages and disadvantages to the classmates. After-class preparation is
required. The following charts may act as an example to help you out.

procedure of collecting money by D/P:

3 [
| Collecting Bank [* .| Remitting Bank
7
5 6 4 2 8
Contract Seller (Beneficiary)
Buyer (Draweeﬁ, - P rab g
Goods 1 (Fayee)
the operation of L/C:
Beneficiary/Seller/ Applicant/Buyer/
Exporter Importer
A F
5 4 3 1 8
Negotiating Bank % Issuing Bank
Advising Bank | Paying Bank
7

useful websites for further research:
http://www.chinaimporters.com/bankinfo.htm
http://www.eximbank.gov.cn/yewu/guojijsyw.jsp
http://forum.globalimporter.net/guidel/admin/1/1013/
http://zhidao.baidu.com/question/5136742.html
http://info.china.alibaba.com/news/detail/v5003008-d5475241.html
http://info.news.hc360.com/html/001/002/008/021/55812.htm
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