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“These materials are provided for educational and illustrative 
purposes only and not as a solicitation by Citigroup for any 
particular product or service.

Furthermore, although the information contained herein is 
believed to be reliable, the following does not constitute legal
advice, and Citigroup makes no representation or warranty as to 
the accuracy or completeness of any information contained 
herein or otherwise provided by it.”
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Objective 

Empower you with knowledge to increase 

the likelihood of payment reliability 

and expedited payment under 

export letters of credit.
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Overview

Core Principles of Documentary Credits

Understanding Types of Letters of Credit

Finding the Opportunities

Future developments to improve payment turnaround
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IrrevocableIrrevocable

IndependentIndependent DocumentaryDocumentary

Core Principles of Documentary Letters of Credit
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Irrevocable—Cannot be canceled, without Beneficiary’s 
agreement

Revocable—Can be canceled, without Beneficiary’s 
agreement

UCP 500 Article 6
– If the Letter of Credit does not state, then the Letter of Credit 

is irrevocable

Core Principles of Documentary Letters of Credit

IrrevocableIrrevocable
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Contract No.123
L/C

Details as per Contract 
No.123, which is appended 
and forms an integral part of 
the credit. 

Discourage

Article 4 - Credits v. Contracts (UCP 500 - Art. 3)

Core Principles of Documentary Letters of Credit

IndependentIndependent
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Bank

Payment against 
conforming documents

Core Principles of Documentary Letters of Credit

Exporter

DocumentaryDocumentary
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What Type of Letter of Credit Will Achieve Your Objective?

Understand Types of Letters of Credit
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Understand types of Letters of Credit

Payment 
Assurance
Increases

Irrevocable Sight Letters of Credit:

Confirmed Straight Credit

Unconfirmed Correspondent’s Straight Credit

Unconfirmed Correspondent’s Negotiation Credit
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Confirmed Irrevocable Straight Credit

Issuing Bank’s Letter of Credit

“… issued an Irrevocable Credit in your 
favor for the account of APPLICANT for 
a sum not exceeding U.S. $100,000.00 
available by your drafts at Sight on 
Citibank N.Y. subject to
the following:  …

The Issuing Bank engages with you that 
each presentation in compliance with the 
terms of the above-specified documents 
will be duly honored by it if presented to 
Citibank, N.A. New York on or before 
the Expiry Date.”

Understand types of Letters of Credit

Citibank, N.A. Confirmation

Citibank, N.A. New York hereby 
confirms the credit and undertakes to 
honor each presentation made in 
compliance with the terms and 
conditions of the credit …
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Correspondent’s Irrevocable Straight Credit

Issuing Bank’s Letter of Credit

“… issued their Irrevocable Credit in your 
favor for the account of Applicant for a 
sum not exceeding U.S. $100,000.00 
available by your drafts at Sight on 
Citibank N.Y. subject to the following: …”

Understand types of Letters of Credit

Citibank, N.A. New York’s Advice:

The Issuing Bank engages with you that 
each presentation in compliance with 
the terms and conditions of the credit 
will be duly honored by it if presented to 
Citibank, N.A. New York on or before 
the Expiry Date. 

This is solely an advice of the issuance 
of the above Letter of Credit and 
conveys no engagement by us.
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Correspondent’s Irrevocable Negotiation Credit

Issuing Bank’s Letter of Credit

“…to advise you they have issued their 
Irrevocable Credit in your favor for the 
account of FORTUGA ROPA for a sum 
not exceeding U.S. $100,000.00 available 
by negotiation of your drafts at sight on 
Issuing Bank. subject to the following: …”

Understand types of Letters of Credit

Citibank, N.A. New York’s Advice:

The Issuing Bank engages with the 
drawer, endorsers and bona fide holders 
that each presentation made in 
compliance with the terms and 
conditions of the credit will be duly 
honored by it if presented to the 
counters of the Negotiating Bank on or 
before the Expiry Date. 

This is solely an advice of the issuance 
of the above Letter of Credit and 
conveys no engagement by Citibank, 
N.A. New York.
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Roles Banks Play:

Understand types of Letters of Credit

Issuing Bank
– undertaking to honor provided stipulated documents are 

presented and all terms and conditions of Credit complied with

Confirming Bank
– undertaking, in addition to that of the Issuing Bank, to honor 

provided stipulated documents are presented and all terms 
and conditions of Credit are complied with

Nominated Bank
– No obligation to honor, unless added confirmation to the 

Credit
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Sight versus Time Credits

Sight—Payment effected against conforming 
documents

Time—To pay at a future date established against 
conforming documents

Understand types of Letters of Credit
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Goods

Acceptance of 
DraftLetter of 

Credit, Draft & 
Documents

Bank

BuyerSeller

Shipping 
Documents

Shipping 
Documents

BUY-SELL
Agreement

ApplicantBeneficiary

Accepting Bank Issuing Bank
Citibank

Time Letter of Credit: Banker’s Acceptance Creation Flow

Understand types of Letters of Credit
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Acceptance

Seller

Beneficiary

Discount 
with Bank

Understand types of Letters of Credit

Citibank

ACCEPTED

February 28, 20—

Citibank, N.A.

____Joseph Smith____

Authorized signature
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Where do you have an Opportunity to expedite your payment?

Finding the Opportunities
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Exporter/Beneficiary Importer/Applicant
1.  Contract

Opportunity: Negotiating Sales Contract

Clear and simple LC terms/conditions

Reduce number of documents required

Avoid non-documentary conditions

Avoid applicant issued and/or signed documents

Be specific in your requirements (e.g. type of credit,      
currency, documents)

Provide a proforma letter of credit if possible.

If you don’t ask for it, you will not get it.
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Opportunity: Upon receipt of LC

Names and addresses of all parties
Irrevocable LC
LC operative
Subject to UCP 
Which bank is giving irrevocable commitment
LC terms comply with terms of commercial contracts if not 
may request amendment
Shipping schedule realistic
Where, and by when, documents must be presented
Latest shipment date, presentation period and expiry dates are 
acceptable
Who pays charges

Verify:

Make copies and distribute same to other departments involved with the 
shipment.
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Opportunity: Upon receipt of LC

What kind of letter of credit have you received?

What are the terms and conditions?

When/where/how do you get paid?

What Rules are applicable?

Who is the Issuing Bank?

Considerations:
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Opportunity: Preparing Documents

Prepare your documents in accordance with the Letter 
of Credit (not the contract)

Examine all Letter of Credit conditions THOROUGHLY –
do not assume Advising Bank has performed a thorough 
job of ensuring LC is workable

Apply UCP 500 and ISBP 645

Data in documents must not conflict with each other

Considerations:
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Opportunity: Preparing Documents

Beware of non-documentary conditions in LC

Track quantity of goods shipped

Give the bank what it needs to see (not more and not less)

Have the documents reviewed before presenting to the 
bank

Prepare an effective Cover Letter with all pertinent 
information

Considerations:



23

Opportunity: Preparing Documents

Expiry date

Late Shipment

Late Presentation

Amount over drawn

Amount under drawn

Beware—Common Discrepancies:
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Opportunity: Preparing Documents

Goods description

Goods shortage

Installment Shipments/Drawings

Partial shipments/drawings

Beware—Common Discrepancies:
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Opportunity: Presenting Documents

Latest Shipping Date

Presentation Period

Expiration Date

Dates in a Letter of Credit:
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Opportunity: Presenting Documents

Documents must be presented on or before expiry date

Place of presentation stated in LC

Presentation in compliance by that date, even if not 
examined or paid, satisfies expiry

Re-Presentation of documents correcting discrepancies 
after expiry or last date for presentation is not 
complying

Expiry Date and Place for Presentation:
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Opportunity: Presenting Documents

Applies to LC with transport document—stipulated in LC 
or UCP 500 Article 43 applies

If multiple shipments same conveyance / journey / 
destination use last transport document date

Presentation Period:
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Opportunity: Presenting Documents

Present Original LC and amendments if required

Communicate Clearly Acceptance or Rejection of  
Amendments

Additional Considerations:
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Opportunity: Communicating with Bank

Contact name, telephone and fax

Clear/precise instructions

Listing of documents being presented

Payment instructions, e.g. bank information

Other, e.g. instructions to expedite handling if 
uncorrectable discrepancies

Cover Letter with pertinent information:
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Opportunity: Communicating with Bank

Reasonable time not to exceed seven banking days after 
receipt

Take up documents or Refuse documents
– Inform presenting party

Reasonable Time—Examination of Documents:
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Opportunity: Communicating with Bank

To presenting party
– Bank presenting documents, or
– Party presenting on behalf of beneficiary, or
– Beneficiary

Notice to indicate:
– Documents “refused”
– Listing of discrepancies
– Status of documents

• Held at disposal

• Returned to presenter

Discrepancy Notice
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Future Developments To Improve Payment Turnaround

Uniform Customs & Practice 
for Documentary Credits

International Standard 
Banking Practices for the 
Examination of Documents 
under Documentary Credits

UCP and ISBP to be revised 
effective July 1, 2007
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Future Developments To Improve Payment Turnaround

Abbreviations

Certifications and declarations

Corrections and alterations

Dates

Documents for which the UCP Transport Articles
do not apply

Expressions not defined in UCP

Issuer of documents

ISBP No. 645—General Principles:
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Future Developments To Improve Payment Turnaround

Mathematical calculations

Misspellings or typing errors

Multiple pages and attachments or riders

Originals and copies

Shipping marks

Signatures

Title of documents and combined documents

ISBP No. 645—General Principles:
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Future Developments To Improve Payment Turnaround

Drafts and calculation of maturity Date

Invoices

Ocean/marine bills of lading

Charter party bills of lading

Multimodal transport documents

Air transport documents

Road, rail or inland waterway transport documents

Insurance documents

Certificates of origin

ISBP No. 645—Specific Documents Addressed:
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Future Developments To Improve Payment Turnaround

Reduce disputes

Reduce discrepancies 

Speed payments to beneficiary

Impact of ISBP:
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Any Questions?

Our Technical Trade Specialists are happy to answer your technical LC questions. Please 
mention that you attended our Assuring Expedite Payments under Export LC’s Webinar!

Barbara Fernandez in Tampa, FL

Phone: 1-813-604-7088

E-Mail: barbara.e.fernandez@citigroup.com

Victor Pena in Tampa, FL

Phone: 1-813-604-7042

E-Mail: victor.a.pena@citigroup.com

Our Trade Bankers are available to provide additional information about our trade services, 
our trade finance capabilities, and our global network.  Please contact:

Phyllis Kai-Kee in New York, NY

Phone: 1-213-239-1749

E-Mail: phyllis.kaikee@citigroup.com

Fran Martell in New York, NY

Phone: 1-212-816-7202

E-Mail: fran.martell@citigroup.com



Citigroup's Corporate and Investment Bank ("CIB") maintains a policy of strict compliance to the anti-tying provisions of the Bank Holding Company 
Act of 1956, as amended, and the regulations issued by the Federal Reserve Board implementing the anti-tying rules (collectively, the "Anti-tying 
Rules").  Moreover, our credit policies provide that credit must be underwritten in a safe and sound manner and be consistent with Section 23B of the 
Federal Reserve Act and the requirements of federal law.  Consistent with these requirements, and the CIB's Anti-tying Policy:

• You will not be required to accept any particular product or service offered by Citibank or any Citigroup affiliate as a condition to the extension of 
commercial loans or other products or services to you by Citibank or any of its subsidiaries, unless such a condition is permitted under an exception to 
the Anti-tying Rules. 

• CIB will not vary the price or other terms of any Citibank product or service based on the condition that you purchase any particular product or 
service from Citibank or any Citigroup affiliate, unless we are authorized to do so under an exception to the Anti-tying Rules.  

• CIB will not require you to provide property or services to Citibank or any affiliate of Citibank as a condition to the extension of a commercial 
loan to you by Citibank or any Citibank subsidiary, unless such a requirement is reasonably required to protect the safety and soundness of the loan.

• CIB will not require you to refrain from doing business with a competitor of Citigroup or any of its affiliates as a condition to receiving a 
commercial loan from Citibank or any of its subsidiaries, unless the requirement is reasonably designed to ensure the soundness of the loan.

Although the information contained herein is believed to be reliable, we make no representation as to the accuracy or completeness of any information 
contained herein or otherwise provided by us.  The ultimate decision to proceed with any transaction rests solely with you.  We are not acting as your 
advisor or agent.  Therefore, prior to entering into any proposed transaction you should determine, without reliance upon us or our affiliates, the 
economic risks and merits, as well as the legal, tax and accounting characterizations and consequences of the transaction, and independently determine 
that you are able to assume these risks.  In this regard, by acceptance of these materials, you acknowledge that you have been advised that (a) we are 
not in the business of providing legal, tax or accounting advice, (b) you understand that there may be legal, tax or accounting risks associated with the 
transaction, (c) you should receive legal, tax and accounting advice from advisors with appropriate expertise to assess relevant risks, and (d) you 
should apprise senior management in your organization as to the legal, tax and accounting advice (and, if applicable, risks) associated with this 
transaction and our disclaimers as to these matters. 

The terms set forth herein are intended for discussion purposes only and subject to the final expression of the terms of a transaction as set forth in a 
definitive agreement and/or confirmation.  This proposal is neither an offer to sell nor the solicitation of an offer to enter into a transaction.  Our firm 
and our affiliates may act as principal or agent in similar transactions or in transactions with respect to instruments underlying a proposed transaction.

Notwithstanding any other provision herein, [the Client] and [Citi Entity] hereby agree that each party (and each employee, representative, or other 
agent of each party) may disclose to any and all persons, without limitation of any kind, the U.S. tax treatment and U.S. tax structure of the transaction 
and all materials of any kind (including opinions or other tax analyses) that are provided to each party relating to such U.S. tax treatment and U.S. tax 
structure, other than any information for which nondisclosure is reasonably necessary in order to comply with applicable securities laws.



© 2006 Citigroup Inc. All rights reserved.
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