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There are a number of payment mechanisms that are used when conducting international business. Letters of credit and
bills of exchange are two such.

If the letter of credit requires an at sight bill of exchange, the process will be the same as the sight payment.
Bills could also be drawn directly on the banks themselves. Hence, a careful consideration of the matter, its
advantages and disadvantages is necessary. The issuing bank's obligation to its customer, the buyer, is to
examine thoroughly all of the documents to insure that they meet all the terms and conditions required by the
letter of credit. Drafts Payment through a letter of credit typically is through a draft. The advising or
confirming then forwards the payment to the Seller. Under the letters of credit, the bill of exchange must be
drawn on a bank that is specified in the credit. Bill of exchange may change the payment obligation between
the nominated bank and the issuing bank; the confirming bank and the issuing bank etc. A Bearer Bill of
Lading may be created explicitly or it is an order bill that fails to nominate the consignee whether in its
original form or through a blank endorsement. The costs in paper-based systems are substantial, the delays in
posting are significant and sometimes decisive, and the complexities arising in an international trade
environment, innumerable. The Seller beneficiary ships the sold goods and the other documents required by
the letter of credit to the Buyer. How could all this progress leave international trade unaffected? The
collecting back, subsequently, will undertake to release the documents, which are vital for the importer so as
to obtain possession of the goods, only upon payment of the agreed price by cash or a bill of exchange or with
the undertaking on his behalf to pay in a short fixed term i. Indemnification Letter Indemnification letters are
sometimes used to provide protection that is deemed to be needed in specific circumstances. One can bet that
traders, not only of the ancient years but also of less than 50 years ago, could not even imagine that they could
communicate sitting comfortably in front of a screen in the warmth of their home, and arranging all the
necessary documentation for a commercial transaction through the internet almost instantly. Obviously, those
issues concerning digital signatures and documents in writing do not solely concern negotiable instruments but
extent to cover also documentary credits and the other forms of electronic financial instruments. The
requirement for a signature, he supports, is to show authenticity and is also presumptively attributable to one
source. When the beneficiary presents the documents for payment, the beneficiary guarantees that all of the
conditions of the letter of credit have been met. It seems that there would not be any problem in indorsing a
bill of exchange by the computer, there are, on the contrary, commentators [24] who support that the use of
e-bills would further enhance negotiability. In the mean time the goods might deteriorate or the buyer might
lose his right to reject or sue for not conforming goods. Those electronic variants initially made their
appearance in banks and financial institutions that had developed their own international networks, as far as
their international banking practices were concerned, and were consequently capable of putting these
expensive networks to the profitable ends of reducing their document-processing costs [13]. The purpose of
this essay though, would not be to examine the impact of electronics in commerce in general, but to scrutinize
the impact of the attempts to launch electronic alternatives to the traditional paper based financial instruments.
This necessitates legal advisers to be cautious in identifying potential problem areas. The difference lies on
that promissory notes are prepared by the importer promising to give a direct payment to the seller on a future
specified due day. Such a uniform law might be for example the existing UNCITRAL Model Law on
Electronic Commerce , as amended in , which, if adopted, could overcome deficiencies in the current statutory
regimes and increase certainty in relation to the enforceability of electronic bills of exchange. If the importer
does not pay the bill of exchange amount at maturity, the exporter tries to use his legal rights that is stem from
the bill of exchange. If the bank determines that the presentation is complying, then pays the credit amount to
the beneficiary. Revocable letters of credit are seldom used, and they may be revoked or modified by the
issuing bank at any time and for any reason and without notification to the beneficiary. How that could be
realised is the next point one should consider. Revocable You may never see a revocable letter of credit. All
Rights Reserved. One of the most obvious one is that of security against losses from fraud and error. Letters of
credit that are issued and used solely within the United States are governed by and subject to the Uniform
Commercial Code. Conclusion Following this brief analysis, one can come to the conclusion that there is an
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undeniable truth lying behind e-commerce: No one can resist progress. However, the purpose of this essay and
its restricted size does not allow any further analysis on that issue. After the seller received his payment, the
bill of exchange continued to function as a credit instrument until its maturity, independent of the original
transaction. The beneficiary may direct the issuing bank to pay another bank named by the beneficiary.


