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Checklist
Letters of Credit

In discussions on safeguards for the payment of export transactions, 
the first thing to be mentioned is virtually always the Letter of 
Credit (L/C). However, this is also a procedure with many formalities, 
which is not always customer-friendly and which is also the most 
expensive payment instrument for both buyer and seller. 

The L/C is actually used relatively rarely in export. About 80% of 
export transactions are conducted on 'Open Account'. This is not 
so strange once we realize that approximately 75% of exportations 
concern intra-Community transactions, whose payment risks are 
considered less serious. With 25% of our export transactions we take 
extra care and use the L/C more often. 

On the other hand, 80% of the problems that occur with exports are 
caused by errors in the handling of an L/C. For instance, many of 
the documents presented for encashment of an L/C contain errors 
caused by the fact that documents are drawn up without sufficient 
care. Or by the fact that the seller does not fully understand what the 
L/C requires or that he cannot meet the conditions stipulated in the 
L/C. In fact, the L/C makes high demands on its users, because an 
L/C must be accurately complied with. Errors in documents usually 
arise because the L/C has not been organised properly from the start 
of the transaction. As a rule, people only take action after receiving 
a L/C.

The L/C is an instrument designed to provide buyer and seller 
as much security as possible about the delivery and the related 
payment. The bank 'only' knows about documents and does not 
deal with the goods and/or the services. Therefore the bank, in the 
exporter's view, will be 'fussy' because it acts in the interest of both 
the buyer and the seller.

Remember the saying: Prevention is better than cure. Leave 
nothing to chance. Management, sales and shipping: the root of the 
problems that develop during the handling of an export transaction 
can usually be found in the commercial preliminary stage! 
Knowledge of the country's import regulations, knowledge of the 
transport options, knowledge of special provisions that may apply to 
export to country 'X' must be clearly expressed in the quotation.

For the buyer, the quotation is a good basis for issuing an L/C. 
The more orderly the quotation and the more confidence the 
quotation inspires, the better. Make the quotation the 'model' for the 
L/C that has to be issued. As an exporter, make it clear what you do 
not want to have in the L/C, because it would only impede a correct 
completion of the transaction and/or increase the expenses. Bring it 
home to the buyer that you, an experienced exporter, have got things 
well organized and that the buyer can trust you. The stipulations in 
the L/C that you receive should in fact not surprise you since they are 
an expression of the agreement concluded by you and the importer!

The partners of Fenedex and the specialists of Rabobank have 
applied their knowledge and experience in order to make a checklist 
for the Letter of Credit. It covers a range of subjects,  
from points to note for the commercial preliminary stage to the 
completion of the export transaction. A 'Swift model' of an L/C as it 
lands on the desk of an exporter has been included as an extra.

Use it to your advantage! 
However, the task force welcomes any suggestions and possible 
additions that can make this checklist even more practical and 
valuable.

The persons listed below have contributed to the realisation of this 
checklist.

Gert Brouwer, Machinefabriek Greefa. B.V.
Bert Dijkstra
Ruud Neefe
Piet Roos, Import and Export Consultant
Leen van Walsum, Walconex export consultancy
Dineke Wiering, Flowserve B.V. Hengelo
Herman Lamberts, Trainer and Consultant Fenedex
Rabobank, Trade Services 

© 2016 Fenedex
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The parties involved
in a Letter of Credit

Nominated 
Advising 

Bank

Issuing 
Bank

Buyer

Seller

Presentation of documents

6

Advice L/C

4

Payment

8

Application to issue L/C

2

Payment + sending documents

9

1

Contract

Shipment of goods

5

Delivery of goods

Transportation of goods

10

Issuing L/C

3Financial settlement + 
sending documents

7

Step 1 Contract
Step 2 Application to issue L/C
Step 3 Issuing L/C
Step 4 Advice L/C
Step 5 Shipment of goods
Step 6  Presentation of documents
Step 7  Financial settlement + sending documents
Step 8  Payment
Step 9  Payment + sending goods
Step 10  Delivery of goods
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Kinds of L/C
• Cash L/C (L/C payable at sight) 

The nominated bank (usually the advising bank) pays the 
amount claimed immediately after checking and approval of 
the documents required. 

• Negotiation L/C 
The nominated bank (usually the advising bank or, in case of 
an "open negotiation" - with any bank-) negotiate and pays 
the amount claimed immediately after checking and approval 
of the documents required or undertakes oneself to pay the 
amount claimed at the maturity date specified in the L/C or 
earlier. By negotiating the documents the bank agrees to 
advance funds to the beneficiary. 

•  Acceptance L/C
 The beneficiary (exporter) has to draw an usuance draft on 

the nominated bank (usually the advising bank). Is the bank, 
after checking and approval of the documents required, 
prepared to accept the draft the bank undertakes oneself to 
pay the amount claimed at the maturity date specified in the 
L/C. 

• Deferred payment L/C 
Payment is not made when the documents are submitted, 
but at a time stipulated in the L/C.

•  Stand-by L/C 
A Stand-by Letter of Credit (SBLC) is a good alternative for a 
Letter of Credit when the buyer and the seller already know 
each other better. A Stand-by L/C is a guarantee in the form 
of a documentary credit, but is more flexible, has lower costs 
and provides less administrative load as less documents are 
required. A SBLC is used as a guarantee for non-payment 
(payment guarantee) by the buyer or non-compliance with 
the agreement by the supplier (performance guarantee).  
A SBLC is only used if the agreements between the two 
parties are not met or not met correctly. By providing the 
documents stipulated in the SBLC, usually a statement, the 
beneficiary of an SBLC can claim that the opposite party is 
in default. Also a SBLC is always subject to the international 
rules of the Chamber of Commerce in Paris (Either UCP600 
or ISP98), making the obligations clear to everybody.

What is an L/C (Letter of Credit/
Documentary Credit)?
An L/C is an irrevocable undertaking of the bank of the buyer 
(Issuing Bank) to pay a prescribed amount to the beneficiary (the 
seller) on condition that the beneficiary:

• Presents certain, explicitly mentioned documents.
• Sees to it that these documents comply with the requirements of 

the L/C.
• Submits these documents within a certain period of time and/or 

not later than on a certain date to a "nominated bank" - which is 
either named or not named - or to the issuing bank itself.

Purpose of the L/C
•  For the seller 

Limitation of the payment risk. By meeting the stipulated credit 
conditions, the seller obtains payment security from a bank.  
By having the L/C confirmed by the nominated bank, the 
security will be further increased.

•  For the buyer 
Limitation of the delivery risk. By stipulating relevant documents 
in the L/C, the buyer will be able to demonstrate whether the 
seller delivers what was agreed.

Risks of the L/C
Many of the documents presented for encashment of an L/C contain 
errors due to:
• Documents completed without sufficient care (so, this is a 

matter of internal and administrative organization). 
• The fact that the seller did not fully understand what the L/C 

required or that he could not meet the conditions stipulated in 
the L/C.

•  Incorrect or incomplete instructions to third parties (carrier, 
insurer, Chamber of Commerce, etc.).

It might occur that compositions have been made by the issuing bank 
which cause the advising / nominated bank to play no role in the 
definitive decision to accept the documents and to pay or to make 
a payment commitment. For instance, in the case of a negotiation 
L/C, deny the advising / nominated bank the authority to make a 
conditional payment in the event of discrepancies, or not to remit to 
the advising, nominated or negotiating bank until the issuing bank 
has the documents in its possession. 

The L/C must cover the payment risk for sellers. The L/C offers 
security provided all conditions have been met. Therefore, the 
exporter must avoid any situation in which:
•  The buyer has in fact ordered an L/C to be issued for the correct 

amount, but has included conditions that the exporter cannot 
satisfy.

• The seller is obliged to supply under the sales contract, but 
subject to an L/C that he cannot meet. (N.B. The buyer has met 
the contractual obligation by issuing an L/C: so the seller must 
deliver! Unless acceptance of the L/C by the seller was included 
as a condition in the contract.) 

Therefore, the seller will have to take steps in order to keep control 
of the L/C text before and after the L/C is issued! 

Introduction
Risk moments

1. During negotiations
2. Receipt/inspection L/C
3. Presentation of documents
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International L/C rules: ICC Uniform 
Customs and Practices – UCP 600
The International Chamber of Commerce (ICC) has drawn up rules 
in its UCP 600 (Uniform Customs and Practices) that banks, buyers 
and sellers have to adhere to during the creation and completion of 
an L/C. The L/C must mention UCP 600 (or 'UCP latest version') as 
the regulations by which is it governed.

In spite of the clear regulations and the globally accepted 
procedures, there are exporters who are confronted with L/Cs that, 
in the end, provide no payment security. The ICC issued a new 
publication in 2007: the International Standard Banking Practices. 
These explain in more detail the way in which banks should check 
the documents. If knowledge of the UCP 600 and the ISBP is 
sufficient, and the steps in the checklist are followed, the risk of 
failing payment security is small.

Definitions according to UCP 600
Advising bank: means the bank that advises the credit at the 
request of the issuing bank.

Bank working day: the day at which a bank is regularly open at the 
location where an act must be performed.

Applicant: means the party on whose request the credit is issued.

Beneficiary: means the party in whose favour a credit is issued.

Complying presentation: means a presentation that is in 
accordance with the terms and conditions of the credit, the 
applicable provisions of these rules and international standard 
banking practice.

Confirmation: means a definite undertaking of the confirming 
bank, in addition to that of the issuing bank, to honour or negotiate a 
complying presentation.

Confirming bank: means the bank that adds its confirmation to a 
credit upon the issuing bank's authorization or request.

Credit: means any arrangement, however named or described, that 
is irrevocable and thereby constitutes a definite undertaking of the 
issuing bank to honour a complying presentation.

Honour:
a.  To pay at sight if the credit is available by sight payment.
b.  To incur a deferred payment undertaking and pay at maturity if 

the credit is available by deferred payment.
c.  To accept a bill of exchange ("draft") drawn by the beneficiary 

and pay at maturity if the credit is available by acceptance.

Issuing bank: means the bank that issues a credit at the request of 
an applicant or on its own behalf.

Negotiation: means the purchase by the nominated bank of drafts 
(drawn on a bank other than the nominated bank) and/or documents 
under a complying presentation, by advancing or agreeing to 
advance funds to the beneficiary on or before the banking day on 
which reimbursement is due to the nominated bank.

Nominated Bank: means the bank with which the credit is available 
or any bank in the case of a credit available with any bank.

Presentation: means either the delivery of documents under a 
credit to the issuing bank or nominated bank or the documents so 
delivered.

Presenter: means a beneficiary, bank or other party that makes a 
presentation.

Source: UCP 600, ICC Uniform Customs and Practice for Documentary Credits, 
2007 revision
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The L/C is an instrument to provide buyer and seller as much as 
possible security about the delivery and the payment for it. At the 
same time, it is a procedure with many formalities, which is not 
always customer-friendly, and which is the most expensive payment 
instrument for both buyer and seller. The following concerns are 
important in the strategic phase:

1.1  Determine in what cases the L/C must be  
chosen as payment method

• Insufficient security as regards the risk of bad debts, the transfer 
risk or the political risk.

• Instructions of the credit insurance company. 
• Customary in the branch of industry.

1.2  Determine whether or not confirmation is  
required

• In the case of non-confirmed L/Cs, the advising and/or 
nominated bank is not obliged to process the documents 
or to accept them. So they have no obligation to pay or to 
negotiate, even if the L/C stipulates this and the documents are 
'complying'. This uncertainty can be prevented by requesting, 
on issuing the L/C, that it be confirmed by a certain bank 
(advising, nominated or third bank).

• One's own bank, or the bank to which the confirmation request 
is addressed, can indicate beforehand the degree of risk with 
respect to the issuing bank, and any political risks. On the basis 
of this information, the decision can be taken to include the 
confirmation request in the draft L/C that is sent along with the 
quotation and/or contract and/or order confirmation.

• The confirming bank is to be paid a confirmation 'premium', 
which depends on the degree of the risk and the L/C maturity. 
So it is important to include this in the calculation of the sales 
price. With an approximate 1-year maturity, the extra costs may 
amount to a few percent.

• It is possible that the bank that is asked for an indication (before 
the quotation is drawn up), gives a negative response to this. 
The seller is then forewarned about the risks that may emerge if 
the offer and agreement are continued in spite of this.  
On the other hand, this can act as a sign to agree solely to 
100% advance payment as payment condition.

Tip:
If no request for confirmation has been included in the L/C, please 
check with the credit-advising bank what the options are regarding 
a separate or silent confirmation.

1.3  Delivery condition (Incoterm®) must not interfere 
with the execution of an L/C

• It is recommended to base the choice of the delivery condition 
(Incoterm®) to be agreed partly on the payment condition. In the 
case of an L/C that stipulates carriage of goods by sea with a 
negotiable bill of lading, it is advisable to opt in the first place for 
a C or a D condition in order to make sure that it is actually put 
at the (beneficiary) seller's disposal. The seller is entitled to this 
because he acts as a (freight) contractor. In the case of an E or 
F condition, this is not certain beforehand, because the seller is 

(freight) contractor and can actually claim the bill of lading as 
the confirmation of the freight contract concluded by him with 
the carrier.

• If FCA or FOB as a delivery condition cannot be avoided, it is 
recommended not to include a Bill of Lading in the L/C, as the 
transport document to be presented. After all, with a F-condition 
the seller (exporter) has no involvement in the main transport 
(and therefore also not in the transport that takes place before 
the “latest date of shipment” or the “expiry date”) and merely 
offers the goods to the carrier. It is therefore recommended 
with an F-condition to include a FIATA FCR (Forwarders 
Certificate of Receipt) as a document in the L/C. This gives the 
selling party influence on the date of that document. This may 
sometimes demand some persuasiveness as regards the buyer 
and perhaps the L/C-issuing bank. This in turn emphasises the 
importance of the CPT or CIP-condition if the buyer (or the L/C-
issuing bank) nevertheless demands the Bill of Lading in the 
documents to be presented.

1.4  Include the desired conditions (text) of the L/C by 
default in a quotation in the section on 'payment 
conditions'

• The conditions tailored to country, client and nature of the 
transaction.

1.5  Include the L/C conditions agreed always in the 
purchase/sales contract or order confirmation in the 
section on 'payment conditions'

1.6  Include, in the purchase/sales contract, the clause 
that the agreement does not become effective 
before the written electronic acceptance of the L/C 
by seller

1.7  Incorporate the handling of the L/C in the internal 
and administrative organization of the enterprise

• Appoint a person who is ultimately responsible, as most errors 
are made because the L/C often leads a lonely life within the 
organization. In such cases, everything has to be organized and 
carried out at the very last moment.

• Determine who is responsible for which part of the Sales-
Finance-Shipping process.

Tip:
The enterprise should not look upon the L/C as a kind of red tape at 
the end of the procedure. It is a means to increase the security with 
respect to the payment after delivery. Management will therefore 
have to instruct and train people on all levels in the enterprise.

1. Strategic phase: 
Policy
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In this phase, buyer and seller negotiate about the delivery and  
the payment. Both parties' interests are basically opposed.  
The buyer would prefer to issue a revocable L/C, payable by his  
own (issuing) bank and due 360 days after delivery. Whereas, on he 
other hand, the seller prefers an irrevocable L/C, payable by his  
own (advising) bank, due on presentation of the documents and 
usually also confirmed. Hence, before the negotiations start, the 
seller will have to form an opinion about the content of the L/C. 
An indispensable device for this purpose is the "Financial 
Paragraph". This enables the seller to stipulate, in a fairly detailed 
manner, the most important conditions of the L/C as a basis for the 
negotiations with the buyer, so that an L/C will be issued later in 
accordance with the arrangements made between the buyer and the 
seller. However, the seller ought to realize that the buyer usually 
cannot ignore the rules and regulations of his own government. 

Tip:
At the end of the checklist there is an example of a "Financial 
Paragraph" 

2.1 Payment conditions

For example:
• “Payment by confirmed irrevocable letter of credit to be issued 

by (a named) bank” or “Payment by an irrevocable letter of 
credit to be issued by a bank subject to be accepted in advance 
by seller”.

•  Payment amount and currency of payment.
•  “By payment at sight” or “By deferred payment at 30/60/90 days 

after shipment”. 

2.2 L/C conditions/Financial Paragraph

For example:
•   L/C to be opened at latest “x” days after signing the contract  

(or deadline).
•  Available with: Name of nominated bank. 
•  L/C to be confirmed by (a named) bank in the Netherlands. 
•  Description of goods (clear, concise description of the goods 

or services to be supplied. This text must be suitable to be 
included in the invoice, later. In the other documents, a general 
description will suffice, however, may not conflict with that 
stated in the L/C).

•  All charges and commissions other than those of issuing bank 
will be borne by the beneficiary (or what is customary in the 
branch of industry).

•  Number of days for presentation of documents to advising or 
nominated bank

•  L/C according to UCP 600.
•  Latest date of shipment/despatch.
•  Place of shipment/despatch and Place of destination/delivery.
•  Means of transport and Incoterm.
•  Whether partial shipments are allowed or not.
•  Whether transhipments are allowed or not.
•  L/C expiry date.

2.3 Documents

Some types of transport documents to be presented:
•  Bill of Lading
•  Air Waybill
•  CMR 
•  CIM
•  Multimodal or Combined Transport Document

Some other documents to be presented: 
(about which the seller is sure that he can provide them) 
•  Commercial invoice
•  Certificate of origin
• Weight list(s)
•  Packing list(s)
• Weight/packing list(s)
•  Insurance policy or certificate
•  Certificate of... issued by...
 

Tip:
Not all transport contracts mentioned here are 'documents of title'. 
The Bill of lading (B/L) as a 'classical' maritime bill of lading, the 
multimodal bill of lading and the FBL (Fiata multimodal Bill of 
Lading) are negotiable. The AWB, the CMR, the CIM and the Inland 
Waterway Transport Document are not negotiable.

2.4 Negotiation

In this stage, oral or written negotiations are held about how the 
transaction is to be carried out eventually. The seller will have to 
take care that:
•  The buyer does not exclude the proposals concerning the 

conditions in the L/C.
•  A clause is included stipulating that the agreement does not 

become effective until the seller has accepted the L/C in writing 
within 'x' days of receipt of the credit advice, or has notified in 
writing within that period that he does not accept the L/C, so that 
the agreement does not become effective.

•  If the buyer proposes changes to the L/C text, these changes do 
not conflict with other proposed clauses.

•  The proposed text is incorporated in the contract and is not 
treated as a separate document that is no integral component 
of the contract, or that a separate instruction letter is sent along, 
specifically referring to the quotation.

Tip:
Do not beforehand agree to a draft L/C! If, after issuance, it turns out 
that there are differences between the agreement and the L/C,  
the costs of amendments are usually borne by the beneficiary! 

2. Commercial phase:  
Quotation/negotiation 

Risk moment 1
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3. Delivery phase:  
Order completion   

After receipt of the L/C, its contents will have to be compared to the 
agreements made. Moreover, internal discussion is necessary about 
whether the time limits in the L/C can be met, whether all requested 
documents can be provided and whether payment can be received  
at the agreed date. It is recommended to have the text of the L/C,  
on receipt, checked by various staff members of the enterprise 
(Sales-Finance-Shipping). In case of doubts about the interpretation 
of parts of the Letter of Credit, it is recommended to request explana-
tion/advice from the advising bank.

3.1  The purchase/sales agreement/contract/confirma-
tion of the order

• Has it been stipulated that the L/C has to be issued within 'x' 
days/weeks of the date the agreement is signed? (Or, better 
still: before a certain date?)

• Has it been stipulated that the agreement does not become 
effective until the seller has accepted the L/C in writing within 
'x' days of receipt of the credit advice, or has notified in writing 
within that period that he does not accept the L/C, so that the 
agreement does not become effective? 

3.2 Receipt of L/C and advice

• Do the conditions of the L/C, amended or not, form an integral 
component of the agreement?

• Does the advising bank make special conditions in its advice 
that are not included in the L/C or that have not been agreed 
with the buyer?

• If so, inquire why the bank has done that. There may be 
something amiss with the issuing or reimbursing bank, or with a 
clause in the L/C.

• First check the L/C text for typos.
• Check the L/C text if this corresponds with the contents of the 

sales contract.
• The L/C text will probably be phrased differently from the 

conditions in the contract. Check carefully whether the 
interpretation is the same.

• Has the description of the goods been included correctly?
• Are more or other documents required than had been agreed? 

Can you satisfy these requirements?
• Take care that no documents are required that have to 

additionally include the buyer's signature (for instance, a B/L 
copy, signed by Mr X), unless a service is supplied (in that case, 
verification by a third, independent party is preferable).

• If documents have eventually to be authenticated or signed 
as seen by an embassy, check for certain countries if there is 
actually an embassy in the Netherlands, and inquire about the 
time needed and the expenses (there is a number of countries 
who have an embassy Brussels and sometimes a consulate in 
the Netherlands. A consulate is not the same as an embassy).

• In the case of doubt about certain conditions, present the 
problem to the advising bank and ask for their interpretation 
(have it recorded in writing).

• Have at least two people within the organization read the L/C 
several times and check it against the text in the contract.

Tip: 
Some L/Cs state that one Original Bill of Lading must be sent 
straight to the buyer. Never accept this! The L/C offers no security in 
such a situation because the buyer can have the goods at his dispos-
al even before the L/C is paid. 

3.3  Amendment in the case of differences between 
contract and L/C 

• Consult advising bank first, if necessary.
• Report the differences immediately in writing (and by telephone) 

to the buyer and request to amend the L/C, drawing his attention 
to the clause in the contract stipulating that the contract has not 
taken effect yet (if necessary, also have delivery date and expiry 
date changed).

• Wait until the advising bank advises the amendment.
• Check again if the amendment to the L/C answers the purpose.
• Where possible, report in writing to the advising bank if the 

amendment is accepted or rejected. The L/C is irrevocable, so it 
can only be amended if the seller (beneficiary) agrees to it.

• See to it that any changes and/or adjustments are not charged 
additionally.

3.4 L/C approved

• If you approve the L/C, notify the buyer within the number 
of days that is stipulated in the relevant clause of the sales 
contract.

3.5 Processing the L/C

• Draw up an activities schedule on the basis of the L/C 
provisions:
-  What documents have to be drawn up, when and by whom?
-  Which are the special requirements as regards the 

formatting and the processing of the documents?
-  Who is (are) responsible for formatting the documents and 

supplying the data for it?
-  On what date must the goods be shipped at the latest?
-  When is the deadline for submitting the documents to the 

nominated bank?
-  Final check.

3.6 Preparing the delivery

• If documents are drawn up by an external party (e.g. the B/L or 
a control certificate or a transport insurance policy or certificate, 
etc.), this party has to be instructed in time as regards the 
document type, the text and the delivery moment. Always 
do this in writing! We recommend to send the instructions 
accompanied by a copy of the L/C, in which all parts that require 
extra attention, are highlighted.

• Instruct the operational units about special provisions in the L/C, 
e.g., maximum / minimum weights, sizes, colours, packaging, 
labels on the packaging, inspections or checks, etc.

• Is the deadline for delivery still feasible? 

Risk moment 2
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• If it isn't, have the delivery date and possibly also the expiry 
date changed (take into account that in some countries it can 
take a long time before the applicant's bank forwards the 
change).

• Check whether the consulate or the embassy is open (foreign 
holidays/vacation) for authentication of documents if required.

3.7 The delivery

• Check on the basis of the activities schedule if the activities 
(producing the documents) are carried out correctly. 
Subsequently, check the following aspects of the documents:
-  Correct date?
-  Are the description of the goods and the delivery term 

(Incoterm) mentioned in the invoice in compliance with the 
L/C terms?

-  Does the description of the goods in the other documents 
not conflict with the one in the invoice?

-  Do all documents look like they belong together?
-  Do the weights Gross-Tare-Net on the documents agree 

with one another?
-  Are the shipment labels on all documents identical?
-  If there are several packing lists, does adding up all 

weights and measures of all packing lists result in a total 
that is equal to the total mentioned in the L/C and the other 
documents?

-  Are the units of weight and measure used the same as 
those in the L/C?

-  Are the container numbers included in the packing list and 
are they in accordance with the B/L?

-  Does any L/C number in the documents match the L/C (if 
this has to be included in the documents)?

-  If the L/C stipulates a certain text for certain documents, is it 
exactly identical to the text in the document?

-  Do the documents not state conflicting information (e.g., 
name of the ship, sailing date, etc.)?

-  Final consultation with all parties concerned with respect to 
definitive approval.

4. Evaluation

Risk moment 3

3.8  Submitting the documents to the advising or negoti-
ating bank

• As soon as possible, always taking the period for presentation 
and expiry date of the L/C into consideration. Consult, if 
necessary, the bank.

• Draw up an accompanying letter mentioning all documents 
and the reference to the L/C number and the nominated bank's 
reference number (in many cases, the nominated bank also 
requires the original L/C for endorsement). Also indicate how 
you wish to receive the proceeds (account number and currency)

• Check if all documents are present in the required number of 
copies.

• Address the envelope containing the documents correctly and 
send by courier service to the nominated bank.

• Request receipt with date and signature.

3.9 Conditional payment

Always request the nominated bank to report in writing to you the 
discrepancies that cause the conditional payment or the non-
payment.
• Internal reserve: if the discrepancy in the nominated bank's 

opinion is not very serious, the bank will only inform the 
beneficiary about this, and not the issuing bank, and possibly 
effect payment under internal reserve. This does imply that the 
paying bank can undo the payment if the issuing bank correctly 
refuses the documents on the basis of the same discrepancy.

• External reserve: if the deviation in the nominated bank's 
opinion is serious indeed, the bank will inform both the 
beneficiary and the issuing bank about this, and possibly effect 
payment under external reserve, however, more often the 
bank does not pay and sends the documents for payment or 
approval to the Issuing Bank. Payment will be effected after the 
discrepancy observed has been accepted by the applicant as 
well as by the Issuing bank. 

Be aware that in case of discrepancies in the documents banks are 
not obliged to honour the documents. In some L/Cs the issuing bank 
even explicitly forbids this.

Tip:
All banks involved with an L/C do not take the contract or the sales 
agreement into consideration. They solely consider the documents 
mentioned and described in the L/C. 

4.0 Evaluation

• Compare the actual processing of the L/C to the planning in the 
activities schedule; adjust procedures, if necessary.

• Have there been extra expenses related to drawing up and 
obtaining the documents?

• Have there been a loss of interest as a result of payment at a 
later value date or was interest charged by the bank?

• Investigate why a deviation in the documents came about and 
how it can be avoided in future.
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Example L/C

Explanation   

Sender:
Message type:
Receiver:
Sequence of total:
Applicable rules:
Documentary credit number:
Reference to pre-advice:
Date of issue:
Date and place of expiry:
Applicant:

Beneficiary:

Currency code / amount:
Available with:
By:
Partial shipments:
Transhipment:
Port of loading:
Port of discharge:
Shipment period:

Description of goods:

Documents required:

Additional conditions:

Charges:

Period for presentation:
Confirmation instructions:
Instructions to paying/accepting/negotiating bank:

Sender to receiver information: 

Contents

NBOBINBO
700
RABONL2U
27: 1/1
40E: UCP LATEST VERSION.
20: RN/543
23: RE PRE-ADVICE DATED 160105
31C: 160110
31D: 160630 UTRECHT. 
50:  INDIAN IMPORT CO. 

P.O.BOX 100 
MUMBAI, INDIA

59:  EXPORTBEDRIJF NEDERLAND B.V. 
P.O.BOX 333 
LEEUWARDEN, NETHERLANDS.

32B: EUR 38.475,00
41A: RABONL2U
  BY NEGOTIATION.
43P: ALLOWED.
43T: ALLOWED.
44E: ANY EUROPEAN PORT, NOT LATER THAN 160630
44F: ANY INDIAN PORT.
44D:  SHIPMENT TO BE EFFECTED AS FOLLOWS: 

2250 CARTONS IN APRIL 2016. 
2250 CARTONS IN MAY 2016. 
2250 CARTONS IN JUNE 2016.

45A:  67.500 KG DEEP FROZEN FRENCH FRIED DUTCH 
POTATOES, GRADE “A”, STRAIGHT CUT 7 X 7 MM ,  
5 CM UP, PACKED IN 4 X 2.5KG POLYBAGS PER 
CARTON, UNDER “RED POINT” BRAND ON STRONG 
SHRINK-WRAPPED PALLETS AT EUR 5,70 PER 
CARTON AS PER ORDER CONFIRMATION 96/807 CPT 
(INCOTERMS 2010) INDIAN PORT.

46A:  + DRAFT DRAWN ON THE ISSUING BANK AT 90 DAYS 
AFTER BILL OF LADING DATE.

  +SIGNED COMMERCIAL INVOICE IN SEVEN COPIES .
   + CERTIFICATE OF EU ORIGIN ISSUED BY THE 

CHAMBER OF COMMERCE.
   + BENEFICIARY’S DECLARATION INDICATING 

MANUFACTURERS NAME AND ADDRESS 
   + FULL SET CLEAN ON BOARD OCEAN BILLS 

OF LADING MADE OUT TO OUR ORDER, NOTIFY 
APPLICANT WITH FULL NAME AND ADDRESS, MARKED 
‘FREIGHT PREPAID’

   + COPY OF BENEFICIARY’S FAX TO THE APPLICANT 
GIVING FULL SHIPMENT DETAILS WITHIN 48 HOURS 
AFTER SHIPMENT.

   + RADIATION FREE CERTIFICATE ISSUED BY DUTCH 
HEALTH AUTHORITIES.

47A:  ALL DOCUMENTS SHOULD STATE THIS 
DOCUMENTARY CREDIT NUMBER AS WELL AS 
FOREIGN EXCHANGE NUMBER FBX/1L/738314-NL.

71B:  CHARGES OUTSIDE THE NETHERLANDS FOR 
APPLICANTS ACCOUNT.   

48: WITHIN 15 DAYS AFTER DATE BILL OF LADING
49: PLEASE ADD YOUR CONFIRMATION.
78: + TO US BY COURIER SERVICE.
   + IN REIMBURSEMENT PLEASE CLAIM COVER  

FROM US.
72: PLEASE ACKNOWLEDGE RECEIPT. 
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Explanation of 
SWIFT codes

O 39B  Maximum amounts covered 
Extra amounts which may be paid out under the L/C and 
which are not often to be expressed in an amount. For 
example “insurance is payable in excess against premium 
receipt”. 

O 39C  Additional amounts covered 
Additional amounts payable under the L/C which may 
be paid out and which are often not to be expressed in 
an amount. For instance insurance is payable on excess 
against premium receipt.

M 41A  Available with.../Available by... 
Available with the named bank or with all banks in the 
named country/named place followed by one of the  
following codes: 
BY ACCEPTANCE 
BY DEF PAYMENT 
BY MIXED PAYMENT 
BY NEGOTIATION 
BY PAYMENT

O 42C  Drafts at 
Bill of Exchange at sight/long sight.

O 42A  Drawee 
Drafts to be drawn on…

O 42M  Mixed payment details 
If field 41A contains the code BY MIXED PAYMENT it is 
explained here.

O 42P  Deferred payment details 
If field 41A contains the code BY DEFERRED PAYMENT it 
is explained here.

O 43P  Partial shipment 
Indication whether partial shipments are allowed or not.

O 43T  Transshipment 
Indication whether transshipment is allowed or not.

O 44A  Place of taking in charge/dispatch from.../ 
place of receipt 
Place of shipment.

O 44E  Port of loading/Airport of departure 
Seaport or airport of shipment.

O 44F  Port of discharge/Airport of destination 
Port of unloading or airport of destination.

O 44B  Place of final destination/for transportation to.../
place of delivery 
Place of destination – place of delivery.

Most of the L/C’s arrive by SWIFT (Society for Worldwide Interbank 
Financial Telecommunication).

Explanation codes SWIFT in example L/C:
M=mandatory field, always there
O=optional, may occur but not necessarily

M 27  Sequence of Total 
Indicates an individual item within the total number of items 
the L/C represents (for example 2/3 is second of the three 
items which together form the L/C).

M 40A  Form of documentary credit 
In this field one of the following codes: 
IRREVOCABLE 
IRREVOCABLE TRANSFERABLE 
IRREVOCABLE STANDBY

M 40E  Applicable rules 
Indicates which rules apply.

M 20  Documentary credit number 
The identification number of the L/C assigned by the 

  opening bank.

O 23  Reference to pre-advice 
A possible reference to an advice which was sent earlier.

O 31C  Date of issue 
If this field is empty, then refer to the date of the opening of 
the L/C.

M 31D  Date and place of expiry 
The final date by which the documents will have to be 
presented and the place where the documents have to be 
presented.

O 51A  Applicant bank 
If present the bank of the applicant (the buyer). This is typi-
cally not the bank which opens the L/C.

M 50  Applicant 
The party who ordered the L/C to be opened.

M 59  Beneficiary 
The beneficiary (the seller).

M 32B  Currency code/amount 
The currency and the amount of the L/C.

O 39A  Percentage credit amount tolerance 
The margin of the L/C indicated with a percentage plus and 
a percentage minus. For example 5/10 means 5% more 
and 10% less.
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O 45A   Description of goods and/or services 
Description of the goods or services to be entered on the 
invoice.

O 46A  Documents required 
The documents asked for in the L/C.

O 47A  Additional conditions 
Additional stipulations and conditions to be complied with.

O 71B  Charges 
Description of who pays which costs.

O 48  Period for presentation documents 
The period after shipment within which the documents are 
to be presented. If the L/C does not indicate that please 
take 21 days after shipment date into account, however, 
within the expiry date of the L/C. (Art. 14c of the UCP600 
applies)

M 49  Confirmation instructions 
Instructions with regard to confirmation.  
The following codes are used: 
CONFIRM  
the nominated bank is requested to confirm the L/C 
MAY ADD  
the nominated bank may confirm the L/C (if the beneficiary 
prefers that) 
WITHOUT  
the nominated bank is requested not to confirm the L/C

O 53A  Reimbursing bank 
Address of the bank where the nominated bank after 
having accepted the documents can claim for payment.

O 78  Instructions to the paying/accepting/ 
negotiating bank 
Instructions for the bank which is allowed to honour the 
documents (the nominated bank).

O 57A  Advise through bank 
The bank through which the receiver of the item is  
requested to advise the beneficiary.

O 72  Sender to receiver information 
Information of the sender to the receiver regarding the 
settlement of the L/C. 
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This Letter of Credit, with the content and conditions as mentioned below, must be received by us at the latest: (date)

L/C to be issued by: (name and address of the issuing bank)

By order of: (name and address of the applicant)

In favour of: (name and address of the beneficiary)

For: (currency and amount of the documentary credit)

Available with Rabobank, Utrecht until: (date of expiry)  

 � Payment at sight
 �  Deferred payment at (number of days)                days after (date, e.g. B/L date, invoice date)  
 � Negotiation  

Documents required:
 � Signed commercial invoice in   -fold.
 � Transport document:

 �   Full set (at least                  /                 original and   NN copy) clean on board marine Bills of Lading, made out to 
order, blank endorsed  

 �  Airwaybill (original no. 3 for shipper) consigned to:      , showing the actual date of dispatch
 � C.M.R. (copy for sender) consigned to: 
 �  

 

 � marked “Freight payable at destination”, notify: 
 � marked “Freight prepaid”, notify: 

 �  Insurance policy or –certificate issued in negotiable form, in duplicate for at least 110 percent of the C.I.F. invoice value, covering all 
risks as per institute cargo clauses (A), institute war clauses (cargo), S.R.C.C. as per institute strike clauses (cargo).  
Claims payable at destination/         , irrespective of percentage.

 �  Certificate of        origin issued by        in               -fold.
 � G.S.P. form “A” (Cert. of Origin) indicating as importing country 
 � Packinglist in        -fold
 � Weightlist in      -fold
 � Other relevant documents:

Covering: 
(brief description of goods)

Appendix 

Financial Paragraph
Payment of this transaction is to be effected by means of a confirmed irrevocable Letter of Credit acceptable to us and must be advised by:

Rabobank
Attn.: Trade Services
Leidseveer 30-35
3511 SB Utrecht
The Netherlands
Swift address: RABONL2U 
 

by:
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Term of delivery: (as per Incoterms 2010)

Shipment from (country of departure)      to (country of arrival) 
Latest date of shipment: (date)

Partial shipment:
 � allowed
 � prohibited

Transhipment:
 � allowed
 � prohibited

Documents have to be presented within  (number of days)       days after issuance date of the transport document.

Charges:
 �  All banking charges and commissions (including reimbursement charges) are for account of applicant.
 �  All banking charges and commissions (including reimbursement charges) are for account of beneficiaries.
 �  All banking charges and commissions inside The Netherlands including/excluding reimbursement-charges for beneficiaries account. 

The issuing bank has to request the advising bank (Rabobank) to advise the credit:
 � adding their confirmation.
 � without adding their confirmation.

The credit must be subject to the latest version of the uniform customs and practice for documentary credits (UCP) of the International 
Chamber of Commerce. The credit must indicate a proper reimbursement instruction for the claiming (advising) bank.

Appendix 

Financial Paragraph (continued)
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Fenedex is the association of and for Dutch 
exporters and other internationally operating 
companies. As an independent organisation, 
Fenedex brings together knowledge and 
experience, enabling its members to successfully 
do business on foreign markets.
With approximately 1200 members and over 
4000 customers Fenedex is a well-known export 
representative of the Netherlands.

Fenedex offers its members
• A personal account manager for answering export-related

questions;
• Legal advice in the field of international business;
• An active and helpful network of members and experts;
• Training and education for export employees;
• Discounts on export-related services and products;
• Free subscription to Fenedexpress and access to the on-line

member network.

For further information regarding Fenedex and the advantages of 
membership please visit www.fenedex.nl.

Training on the Letter of Credit
Fenedex organises various training sessions on the Letter of Credit. 
From a workshop during which all the basic principles are explained 
so that L/Cs can be successfully used, to training sessions to acquire 
more in-depth L/C knowledge.

- Letter of Credit Workshop: By attending this workshop, you
will gain understanding of the working method of a Letter of Credit
whereby the focus is on risk moments and on security of payment.
On the basis of practical cases you will learn how you can check a
L/C for deviations and how they can be corrected.

- Masterclass Letter of Credit: During this masterclass, the
persons responsible for a correct handling of L/Cs will deepen their
knowledge. A lot of attention is also paid to the L/C process within
the own organisation.

- The sales contract and the Letter of Credit: This workshop is
aimed at export directors and sales managers who are responsible
for entering into sales contracts with foreign purchasers. During this
practice-based afternoon you will learn in a very short period of time
what you must take into account when using a L/C as a payment
instrument and how your can strengthen your negotiating position.

No matter where in the world you want to do 
business, the size of your company or the sector 
you work in - we can offer you international 
support. Rabobank has been internationally 
active for over 40 years in 120 countries. We 
have a worldwide network of offices including 
International Desks spread across 6 continents 
which only cater to Dutch business clients. These 
Dutch speaking professionals understand you and 
the local culture. If you conduct business outside 
the Netherlands, we still offer you a single point of 
contact at your local Rabobank.

Make optimal use of your opportunities abroad
Whether you want to import, export, set up a business in a different 
country or simply want to manage your international money flows, 
we will be pleased to help and support you through all the different 
phases of your business. This may include finding a civil-law notary, 
opening an account or finding a sector organisation. Please contact 
us to discuss your international business options.

More information
Rabobank Trade Service Desk
+31 (0)88 727 11  63
trade.servicedesk@rabobank.com
www.rabobank.nl/tradeservices

Your 
export network

Raamweg 14
2596 HL Den Haag

Postbus 90409
2509 LK Den Haag

T  +31 (0)70 330 56 00
E info@fenedex.nl

www.fenedex.nl
www.export.nl
www.exporttrainingen.nl

Croeselaan 28
3521 CB Utrecht

Rabobank Internationaal
+31 (0)30 216 00 00
www.rabobank.nl/internationaal


