


Preview Q1:How many kinds of the modes of

payment in international trade? 'S

“* The modes of payment in international trade can be
generally divided into three categories:

1. Remittance J_f}
2. Collection £k
3. Letters of credit 15 HiiF

% The former two belong to commercial credit (7515 1),
letter of credit is banker’s credit (414715 ).

** If the payment is made by remittance, it is called favorable
exchange (JliiyL2), by which the buyer makes the payment by
bank of his own accord; if by collection or L/C it is adverse
exchange (1¥71_), by which the exporter takes the initiative
to gather payment from the buyer. i




You can briefly add outline of this slide page in this text box.

Brief Introduction to Remittance

Concept, Parties, Types, Practical Training

Brief Introduction to Collection

Concept, Parties, Types, Practical Training

Brief Introduction to L/C

Concept, Chatacteristics, Parties, Contents, Types,
Practical Training (Application, Issuance and Examination of L/C)
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< 2.0perating Tasks(#/E£4%)

< 3.0perating Sample (E/F~12)
<4, Basic Knowledge (Al 411R)
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1.Learning Objective (%¥3JH#R) ()

<% Skill Objective(F% it H#n):
To fill out the application for collection correctly and
skillfully CHERF VR HE S SR TR s 1)
To make out the payment order of collection
correctly according to the application for collection

and conditions (HR¥E = IEFEC G A S5 F IE i 28
BN 7);
Operate the procedures of documentary

collection( #%H8 MV 45 Vi R HEA T R L FT IR )
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Knowledge Objective(s1iRH1r):  (3)

*»» To make clear some concepts about collection ,
such as the definition, parties, classification, etc; To

master the procedures of D/A, D/P at sight and D/P
after sight.
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N, Pl H i s o B k3 B T o 2
SE A R

: ﬁ 1 = Et ualid 1 l'i g PR i



2.Operating Tasks(#1E1F55) S

% On Oct. 8,2012, Wangtao, the foreign trade salesman of CHINA fs
ELECTRONICS ZHEJIANG COMPANY (telephone No. 0571-
88****** BANK ACCOUNT NO.: 800100024508091XXX) presents all set of
draft and documents to BANK OF CHINA,ZHEJIANG BRANCH and asks it
to instruct its overseas correspondent bank-- SUC.JUD. VRANCEA to
collect the proceeds USD16400.00 of goods (Ten boxes of lamps, from
Shanghai to Constanta, by Tianyu vessel on April 9, 2012) under
CONTRACT NO. 10ZDX157023, 1I/V NO. 10ZDX157025 at sight from the
importer named S.C. "CANTON DISTRIBUTION” SRL FOCSANISTR
(ADDRESS:1 DECEMBRIE 1918, JUDETUL VRANCEA, ROMANIA) . The
contract stipulates the mode of payment is D/P at sight. The documents
presented are as follows:

» 2 copies of draft, 2 copies of invoices, 2 copies of B/L, 2 copies of insurance
policies, 2 copies of packing lists, 2 copies of GSP FORM A.

» Charges of remitting bank are bone by the payer and charges of the
collecting bank are for our account. Now you are Wangtao and are required
to do the following tasks for him.

WL L wewepten,
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< 20124F10H8H, HEE RN O AFRWL Sy 2w (AT LG 0571-
88*+*xx*  NH]IK S 800100024508091XXX) #hFANY 55 tn F 37 ) 1 H [ 4:
THLA AT IR BB AN s, KD 5 e WHIRAT
(SUC.JUD. VRANCEA) [m#E 17 S.C. "CANTON DISTRIBUTION”
SRL FOCSANISTR (ADDRESS:1 DECEMBRIE 1918, JUDETUL
VRANCEA, ROMANIA) HIHFEHCONTRACT NO.:10ZDX157023, IV
NO: 10ZDX157025 Il | %3 USD 16400.00, KAUPHAfI AT B . Pl
WA ILIE20r, K20, WiafR20y, CREGH20r, FEAFH2107,
GSPH& A 26 . FEWAT 2 H ATk A Z&k3H, Aliets 9 A e vp [ v 732t
WNEITL I a7 dH . TEAGR A FI AN ANV S5 01 VAT I T $4E
» Task 1 fill out the application for collection. CEEFIZZHEFCI FFIE )
» Task 2 make out the payment order of collection according to the

application and other information. (FR 4% 5% 45 FE W 1375 1580 4520 1E A 25 il HE

LEERNE
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4. Basic Knowledge (ERHZTH) Qﬁ

e

Q1: What is collection?

Q2: What are its parties?

Q3: What are types of collection?

Q4: What's difference between documentary
and clean collection”?

Q5: What is D/A?

Q6: What is D/P?

Q7: How many kinds can D/P be divided into?
Q8: What is D/P at sight?
Q9: What is D/P after sight?
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10: W
11: W
12: W
13: W
14: What are Characteristics of collection
15: What are advantages of collection?

16: What are disadvantages of collection?

nat is t
nat is t

nat is t

.....

nat’s the procedure of collection?

ne procedure of D/A?
ne procedure of D/P at sight?

ne procedure of D/P after sight?

: ﬁ 1 é't e T



: _ an?
Q1: What is collection? *;Zﬁ

P6

Collection is an arrangement whereby the goods are
shipped and a relevant (#H><])bill of exchange is drawn
by the seller on the buyer, and/or shipping documents

TRizH¥4E) are forwarded (5i%/%71%) to the seller’s
bank with clear instructions for collection through one
of its correspondent bank located in the domicile of the
buyer.

P14
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< According to URC522, Collection means the
handling of documents by banks in accordance
with instructions received ( in order ) to :

< < obtain payment and / or acceptance for
exporter

< < deliver documents against payments and /
or against acceptance

< deliver documents on other terms and
conditions

| ﬁ . ¥ il Ty www.pptcn.“
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operations are classified into :
< financial documents (&FELHE) ----are

, or other similar instruments used
for obtaining the payment or money.

< commercial documents (FM/EE) --- are
, or other
similar documents, or any other documents
whatsoever, not being financial documents.

N
W Tl 1 '.* www.pptcn.com
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**» Under collection, the exporter
collect the payment from the buyer. Upon delivery
of the goods, the exporter draws a bill of exchange
on the importer for the sum due, with or without
relevant shipping documents attached, and
authorizes his bank to effect the collection of the
payment through its branch bank or correspondent
bank in the country of the importer.

18 E fp 5 2y TP RN 5 Jljrj?tj\tl:@LJiE i H
T LR LA 7 L) F SR 7
AR 1) 1 1 iy AR B3 ) — 2 ﬁﬁT
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<*Collection is the process wherein a bank,
in accordance with the seller’s instruction,
handles documents(

, etc.) in order to deliver
them to the buyer against payment,
acceptance, or on other terms and
conditions. (FEERATHZ KL T e, N
TR R, R 5 DR I B S B 4 A 3K AR S B
fth 553K 7 TNAC 45 3K 07 B BL R T B IS AR )




Q2: What are its parties? a)
Parties involved in a collection \.°.°
< Principal (ZHL /) ---drawer, usually the seller

< Remitting bank (§tIif7) ---in the seller’s country
working as the agent of the seller, usually located in
the domicile of the seller.

«» Collecting bank ({{fitf7) ---in buyer’s country
presenting the documents to the buyer, usually the
remitting bank’s overseas branch or correspondent
bank

< Presenting bank ({£7517) —the bank presenting the
draft and other documents to the payer; usually a
bank which has current account with the payer or the
collecting bank itself

*» Drawee/Payer (%25 NJ5KA) —-usually the buyer, /7

! ﬁ 1 - t sl Hi www.pptcn. _e
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1) Clean collection G5+

It refers to collection of financial documents not
accompanied by commercial documents. =G

Wm?a?ﬁfiﬁﬂﬁﬁ ) <2 L O FRC

It is often used to collect remaining funds,
advance in cash, sample expenses, etc. in

international trade payment. 4% A T E fr 53R 5 45
2 e SR A KT, TR TR 4 i B,

The exporter gets paid with the draft (J_Z%) only,
ie. Without presentation of any other business

documents.
| ﬁ o 1 sl ’l'.i www.pptcn.“m
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BILL - OF - EXCHANGE
No. #
Documents: - against- - PATNENT FACCEPANCE.
g <« @ o e e e e T - dated
At sight-- of-- this- - FIRST- - Bill- - of - Exchange { SECOND
being: -unpaid: ) pay - tor +
+

Value: received: and- charge: the: same: tor account+

AUTHORIZED- -

S IGNATURE

o



2)Documentary collection CEREFLHD ()

< It means a collection of financial documents
accompanied by commercial documents or
commercial documents not accompanied by the
financial documents. iR 5552 8 B R MV B4 1)
<t Rl FRL R FE AN P iy < b B ) R L B R A
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Q4: What'’s difference between
documentary and clean collection? < \

+s» Collection can be of either
or

** Documentary collection has the relevant shipping
documents attached to the draft, while in clean
collection only draft is used.

“* Documentary collection is most often used in the
payment of goods in international trade while clean
collection is occasionally used in the payment of
balance(4X 2k ¥ 37 11), extra charges(%i4h 27 Hl), etc.

e



Q5: What is DIA? N

“+* Documentary collection is broadly used in
international trade payment, which WI|| be
cIassnfled mto as foIIows EEﬁi%Llﬁit | b A 7 4 5

X Documents agalnst acceptance ( D/AK 5,48 HL)

may release the
documents to the buyer against the buyer’s

acceptance of a_draft, drawn payable usually 30.60 or
90 da\Ls after sight or due on a definite date. {Ci17/4
ANAT R SIS T A AR IJ_ILZKFSO 60&907@54ﬂiﬁamﬂ
391 H AT SR B S R Al 4
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documents to the buyer against acceptance (signing) of
tenor drafts at the bank promising to pay at a later date.
The completed draft is held by the collecting bank and
presented to the buyer for payment at maturity. 7& 2 5,48 5.
T ARA T TR VAR IRA T AR T A e 28 H A 300 ] A6 sz 31
TSR B A g B 4 AT SK D G BV 52 AU T F5 AE
BTN 1) SK 7527 BERATEK .

*+ The documents representing the title to the goods will be
released to the buyer once the buyer has accepted the

draft. — BT80S AR BT IR Fe A0 40K

7.
“%/ K:/"_':
L " '.
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Q6: What is D/IP? __
@

< Document Against PaymenD(D/P): Under this
payment term, the exporter is to ship the goods
ordered and deliver the relevant shipping
documents to the buyer abroad through

and
with instructions/not to/release the

documents to the buyer @ntiDthe full payment is
effected. (EAT AT, H H RSt DR 1T W1 524
iz I I AH O D is B o AT AT A AT R A 4 ok
J7 AR g A ER B s A Ja AR BAR A8 45 S5 7 B4
b
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Q7: How many kinds can D/P be divided into? _

3.'

g;

OO0 Documents against payment, D/P-- documents
can only be released to the buyer when he has
paid the amount on the draft . According to the
different time of payment({-f Z R A~ F]),
document against payment can be further
divided into:

Y/
! ﬁ s 1 e TV www.pptcn.f



0 D/P at Sight (documents against payment at sightk/ ﬁﬁ
f1EAZH#) --After shipment of the goods, the seller

draws a sight bill of exchange and send it as well as

shipping documents to t&T’cremitting bank, through

which and whose correspondent bank the

documentary draft is presented to the buyer. This type

of collection offers the great security to the seller. 7£ %

Y)%eia o Sz 77 1 H RURRYC 52 R H% ] B iz Bl — i AT 45 FE

KA B FT AT DU B BT BRI B3R R4 S XA 4T

ot 35 77 S i 55 22

0 documents can only/be released to the buyer when he

has paid the amount on the draft as soon as the buyer

is presented the draft£.95 R 2 —mdt O LT G

HEAT S A BT S AR A R AT 4 T o \ijz
| ﬁ; o i) G ‘1 f M-pptcn-f




Q9: What is D/P after sight? _ .

> DIP after Sight GZIHfTZKAZH) —
> After shipment of the goods, the seller draws a

usance bill of exchange and send it as well as
shipping documents to the remitting bank,
through which and whose correspondent bank
the documentary draft is presented to the buyer.
The buyer first accepts the usance draft, and
makes payment at the draft maturity. /£ 2423512
Ja, L7 T A VSR R HE R B is Bl — iR a0 45 46
WAT B FENUT AR B BT BR B SR8 R 47 3K T
KITH %ﬂﬁﬁm,%}:ﬁﬂ:w@ SIS BEAT AT K.

wuéii,/yf*’:”
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» Under D/P after sight, the buyer is given a certain period
to make payment, such as 30,45,60 or 90 days after the
first presentation of the documents, but he is not allowed
to get hold of the documents until he makes payment.
Only payment was effected can documents be delivered.

TN, SR 5 — A KA IR G0 B 58 — IR~
30,45,60 =l 90K (B H B SL A e A nvFi A X A
AR 5 B A # AL

> the buyer will pay the draft amount a specified number of

days after the draft is presented and accepted. 3= 5 7E1 =
Fen A L 5 — B B ERBA AT hTEK.
\V
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Q10: What'’s the procedure of
collection? \2’

< Under the collection. the exporter issues (%:7%) adraft (J
2 with Shipping documents attached (B £5 iz F ) |
then Torw Eip” e draft to @ bank in his place (i.e. the

remitting bankft:1i217) to make an application for collection
and entrusts (Z#L) the remitting bank o collect the
purchase price from the buyer through its correspondent bank
abroad (HAMKFHR1T) (i.e. the collecting bankftii4T). In the
course of collection, banks only provide the service of
collecting and remitting and are not liable for non-payment of
the importer CAEFEHOIL S H, AT HIRA0EER. ARBRS, X
O AT ZA ST . The procedure of collecting payment
is illustrated as follows:
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1. After the negotiation, the exporter and the imporfefr
signs the contract which stipulates that the payment
IS made by collection;

2.Thefexporter dispatches the goods and draws a
draft;

3. The exporter then sends the draft together with

shipping documents to the remitting bank to make
an application for collecting money on his behalf;

4.The remitting bank sends the draft and shipping
documents to a correspondent bank overseas--- the

collecting bank;

! fi‘ 1 = Et i &
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5.The collecting bank presents the draft and
documents to the importer for Documents against
Acceptance (D/A) or Documents against Payment
(D/P);

6.The importer makes Documents against Payment
(D/P) or endorses the bill for acceptance; The
collecting bank hands over the documents to the
Importer;

7. The collecting bank notifies the remitting bank of
crediting the money to their account;

The remitting bank makes payment to the exporter

\s,:" Jf/’_f:
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** When the mode of collection has been adopted, the
importer/exporter requests payment to be made through
banks under the terms of Documents against Payment (D/P)
or Documents against Acceptance (D/A).

*» D/P calls for transfer of shipping against actual payment
documents. £} AL HE K LS IR N A e Dis Hdfs

*» D/A calls for delivery of documents against acceptance of the
draft drawn by the exporter.

& AR AT HER B AR R SR T SR A e A8 Bt ia gl o
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Q11: What is the procedure of D/A? 3\
e

“*1. According to the contract, the exporter |0ads

the goo ﬂd draws(= [ 1o/ = Tythen sends

the draft together with ghipping documents to

his bank for collecting a documentary bill on his
behalf:

2. The remitting bank sends
and
to a correspondent bank overseas—@collecting
ba@for collecting money;

: ﬁ 1 = Et ualid 1 l'i g PR ] .'_m



the bill and doc : e importer for the first
time asking fof . 3b. The importer
accepts the draft. > P /]

4. The collect or presenting bank will

deliver([documerits to the importer but the
accepted draft will be taken back to the collecting
bank or presenting bank ;

5a.The collecting bank or presenting bank presents
the accepted bill to the importer for the second

time asking for payment when time falls due;

\s,:" Jf/’_f:
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ob. The importer makes payment;

6. The collecting bank notifies the remitting
bank of crediting the money to their account;

/. The remitting bank makes payment to the
exporter.

-.\Vf
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== st

=i HBE AR
s sl = odn R
¥ L Y . o=

. ﬁ,nlu‘_ ....................................... '_'I'EI'I—_ ....... +



Q12: What is the procedure o{(Pat mgﬁ?{

< 1. Application(H1%):According to the contract the -
exporter loads the goods and drawsém then
sends the draft together with shipping documents to
his bank for collecting a documentary bill on his
behalf;

2. The remitting bank sends
and
to a correspondent bank overseas— the collecting
bank for collecting money;

“+ 3.The collecting bank presents the bill and documents
to the importer for payment;
| ﬁ* i I;:...iﬁ W pptog.m
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4. The importer makes payment;

5. The collecting bank hands over the documents to
the importer;

6. The collecting bank notifies the remitting bank of
crediting the money to their account;

The remitting bank makes payment to the exporter.

14 .-f/_.
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Importer/Payer
(Dramee) A /130 A

A

e Jo

Collecting: banke 4

Exporter/Principal
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Q13: What Is the procedure ot’

.....

1. According to the contract, the exporter loads the i
goods and draws a time draft, then sends the draft
together with shipping documents to his bank for
collecting a documentary bill on his behalf;

2. The remitting bank sends
and
to a correspondent bank overseas— the
collecting bank for collecting money;

Y/
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3a.The collecting bank or presenting bank presents
the bill and documents to the importer for the first
time asking for . 3b.After the importer
accepts the draft, the collecting bank takes back
the draft and documents;

4a.The collecting bank or presenting bank presents
the accepted bill and documents to the importer
for the second time asking for payment when time
falls due;4b. The importer makes payment

-.\é - o
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5. The collecting bank hands over the documents to
the importer;

6. The collecting bank notifies the remitting bank of
crediting the money to their account;

/.The remitting bank makes payment to the exporter.

&4 K’/_.
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1)importer is the payer. The bank is not responsible for
the payment. Collection is a kind of commercial credit.
2 R AN RAT A ST BT AFE R —Fh i ML AE A

2)in D/P ({322 H#) , before the importer actually pays
the price, title to the goods still belongs to the exporter
who has a right to resale the goods. 7E{7EKAZ E k45 H

BE R SE B AT 2T, AU R B T H D i M B AR 5 )
L.

3)In D/A, the exporter bears high risk of losses of both

the goods and the money. 7&K . A2 BV S5-H  H 1 R THI IS
B 4 R0 B K] B 40 2K B R
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4.Collection benefits the importer very much and
therefore can be used to attract sales of
stockpiling commodities as well as to increase
the exporter’s ability of competition in the world
market. 7O EE O R AR A A, R e 5 |47
TR LU s Y H R AR A T ) e g 77
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Q15: What are advantages of

collection? %)
= §

e

“*There are some advantages for the exporter
under the mode of collection. 1.Since the
remitting bank instructs the collecting bank
not to hand over the shipping documents to
the buyer until the draft is accepted or paid,
thus, a lot of risks in “shipment eatrlier,
settlement later” can be avoided.
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“2.What's more, the buyer’s lack of commercial
Integrity can also be prevented. For example,
under D/P without making payment, the buyer can
not obtain the documents of title of the goods and
take delivery of the goods. The ownership of the
goods still belongs to the seller. If the buyer
dishonors the draft, the seller can sell the goods to
others. When facing a market with fierce
competition, the exporter can use collection to win
customers and promote its sales.
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<*On the other hand, the importer may also
advantages from collection.

“*Firstly, it can facilitate the importer to obtain
financing. Under D/P after sight, capital tie-
up of the importer can be avoided or reduced.

*Secondly, the expenses are low.

“*Under collection, the importer does not need
to pay the service fee as required for the
opening of L/C.
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Q16: What are disadvantages of

m 2 ?__,,.il' 5
collection? g\

....... it

‘*However, the problems still exist.

“*Under D/P, there is the possibility of the
buyer or his banker fusing to honor the draft
and take up the shipping documents,
especially at a time when the market is
falling. In such a case, the seller may face

the risk of non-payment or late payment by

the buyer, although he is still the owner of

the goods.
ﬁ; 1 talig 1’.[: wiw.pptcn.cam
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that after the buyer accepts the draft, the
documents of title will be surrendered to him.
So, if the buyer goes bankrupt or become
insolvent before the payment of the draft, the
seller will bear the losses of all the payment.
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iInternational trade, payment through collection is accepted
only when the financial standing of the importer is sound or
where a previous course of business has inspired the
exporter with confidence that the importer will be good for
payment. As far as the seller’s benefit is concerned, and D/P
at sight is better than D/P after sight, D/P is better than D/A.
In order to prevent the various disadvantages of collection, a
much better mode of payment in international trade has
been developed, that is, Letter of Credit.
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