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CHECKLIST OF REMEDIES FOR COMMON LETTER OF CREDIT DISCREPENCIES

By Ravhi Mehta, Ph.D.

Feb. 2005 Edition “Managing Exports and Imports”©

Reprinted with permission

Ravi Mehta, Ph.D., is contributing editor, Trade and Forfaiting Review, London; contributing editor, LC Monitor , Toronto; and editor, LC VIEWS , USA.

There are four situations that commonly lead to discrepancies in letters of credit (LCs):

1) Defective LCs;

2) Misinterpretation of the UCP (Uniform Customs and Practices for Documentary Credits, published by the International Chamber of Commerce) or lack of UCP knowledge;

3) Wrong/inefficient internal procedures or lack of necessary procedures; and  4) Absence of requisite resources—funds, technology, skills, checklists, knowledge, and trained manpower—for use in documentary credit matters.

International trade professionals who develop the skills to proactively manage these four situations can ensure almost error-free documentary compliance—resulting in hassle-free payment. Such proactive management consists of implementing a set of proper organizational, procedural, and technological steps. The accompanying table presents both the key reasons underlying common LC discrepancies and offers the appropriate remedies for each case. It can function as an invaluable checklist for management of the factors leading to LC discrepancies.

Just as there is a need for checklists to identify and rectify discrepancies in the documentation before presentation, there is a need for a checklist to identify and manage the usual or emergent factors leading to common or specific discrepancies. International trade pros should learn to manage not only the specific discrepancies notified by the banker, but also manage the common causal and contributory factors that lead to discrepancies in the first place. In other words, trade pros must master both discrepancy management and discrepancy prevention management as part of LC-based trade management. Discrepancy management can be defined as discrepancy rectification, while discrepancy prevention management consists of UCP knowledge management, LC terms negotiation management, shipment management, and documentation management.

PANAMA HAS ELIMINATED TAX ON INTERNATIONAL PHONE CALLS

As of February 3, 2005, the Government of Panama eliminated the 12% tax that was established last year on all outgoing international calls. This 12% tax had replaced an old tax of $1 that for more than 15 years has been levied on all outgoing international calls. On December 1, 2003 Panama deregulated the telecommunications market and new companies began to offer a number of services that had been reserved for Cable & Wireless, according to the privatization plan implemented in 1998. Panama is actively promoting itself as the ideal place to install telecommunications and information technology businesses including Network Access Points (NAPs), telecom and internet peering points, collocation and data and call centers Important players like Global Crossing, Worldcomm/UUnet, and Sky Online (former BCE/Teleglobe) have decided to install Network Operation Centers in Panama, taking advantage of the benefits derived from the existence of submarine fiber optic cables on both coasts and the privileged geographical position of the country, which makes possible interconnection with the USA and Latin America over redundant routes. There are no barriers for the entrance of telecommunications services and equipment. Import duties average 10% for both telecommunications equipment and software. U.S. products and services are well accepted in the market and are regarded as being of excellent quality and price competitive. It is expected that the elimination of the tax on outgoing telephone calls will contribute to make Panama a more competitive market and will generate more interest by prospective new players. For more information on Panama’s telecommunications market please contact: Ente Regulador de Servicios Públicos (Regulatory Entity) Tel: 507-265-3555, Fax: 502-265-3511, http://www.ersp.gob.pa 

Contact: Horacio Robles, Telecommunications Section

U.S. PASSPORT FEES INCREASING

Effective March 8 Fees for the renewal of an adult passport will rise from $55 to $67. Passports for first-time adult applicants (or those who are unable to present their most recently issued passport) go up from $85 to $97; and the cost of a passport for a minor under age 16 goes from $70 to $82. The price hike is due to a $12 surcharge now being levied to cover the costs associated with the newly redesigned U.S. passport. The new passports will contain a number of design changes, and will also contain a chip with security features that will make the passport a much more secure document.

U.S.-EU AGREEMENT ON BROWN RICE

 REACHED IN TRADE DISPUTE

United States Retains WTO Right to Retaliate if Tariff Raised Again

Edited from U.S. State Department Website

February 28, 2005: The United States and the European Union (EU) have reached agreement ending, at least for now, a World Trade Organization (WTO) case concerning EU tariffs on imports of brown rice, according to the Office of the U.S. Trade Representative (USTR). The agreement lowers the EU tariff rate, opening the market to more U.S. exports, and preserves the United States' right to retaliate with trade sanctions if the EU raises the tariff again.

In conjunction with its Common Agricultural Policy subsidies reform, the EU set the tariff rate at 65 euros per metric ton in September 2004, but the United States objected that the rate exceeded the rate to which the EU committed as part of its WTO obligations.

Under the agreement just announced for this dispute, the EU should impose a tariff rate of 30 euros if imports fall below a certain threshold and a rate of 42.5 euros if the volume of imports changes little; the threshold level would rise over time, USTR said.

The adjustment mechanism is scheduled to take effect March 1.

While the agreement allows the EU to raise the rate back up to 65 euros, it also continues indefinitely the U.S. right to impose retaliatory tariffs against imports from the EU, according to USTR.  Ordinarily, under WTO rules the United States would have lost its right to retaliate March 1, six months after the EU raised its tariff.

2005 SABIT GRANT PROGRAM STRENGTHENING U.S.-EURASIAN PARTNERSHIPS

Applications and all supporting documentation for the current grant under the Special American Business Internship Training Program (SABIT) must be received by April 1, 2005.  Grants will be awarded by September 30, 2005.  For more information, visit http://www.mac.doc.gov/sabit/index.html.

MEDIATION: AN ALTERNATIVE TO COSTLY INTERNATIONAL LITIGATION

In spite of well-conceived sales contracts, exporters sometimes have problems getting paid. Among the options of litigation, arbitration and mediation, the latter is often the best choice. Frank Reynolds, a veteran seminar leader and author on international trade topics, has covered this subject in an excellent article, “Mediation: A Sane Alternative to Costly International Litigation.” For a copy of Mr. Reynolds’ 2-page article, contact us at little.rock.office.box@mail.doc.gov, Phone 501-324-5794, or fax 7380.

ALERT:  NEW TWIST ON OLD SCAM

For more than two decades, authorities have battled an international mail scheme commonly known as the "Nigerian Bank Scam." In its traditional form, the scam involves a promise that an individual will pay the victim from a large pool of money being held overseas if the victim first sends a smaller amount of money as "security." The victim sends the money but then never again hears from the sender. Recently, a new twist on the old system has emerged.  In this variation, the victim receives a cashier's check in the mail or via overnight delivery. The check is for a large sum of money from what appears to be a nationally recognized banking institution. No explanation accompanies the check, but the victim may attempt to deposit it into his or her bank account. Should the victim's bank accept the deposit, the check is routed to the financial institution of origin, where it is discovered that the account has been closed. The check is then forwarded to the original holder of the closed account, who now has the victim's banking information. It can take some time for the victim to realize that the integrity of his or her bank account has been compromised.  For more information, go to the following website: http://myfloridalegal.com/newsrel.nsf/newsreleases/01C880AA5664696685256FAA00555DCF
U.S. CLARIFIES RULES ON

 AGRICULTURAL SALES TO CUBA

The Office of Foreign Assets Controls (OFAC) has amended the Cuban Assets Control Regulations to clarify that, in connection with authorized sales of agricultural exports to Cuba, the term “payment of cash in advance” means that payment is received by the seller or the seller’s agent prior to shipment of the goods from the U.S. port at which they are loaded. This conforms to the common understanding of the term in international trade finance. A general license is included authorizing the processing of payments received for Commerce-approved agricultural exports to Cuba that are shipped prior to receipt of payment for a limited time. The general license only applies when the goods are shipped from the port at which they are loaded on or before March 24, 2005 and also requires that payment must be received by a U.S. banking institution on or before March 24, 2005 and prior to transfer of title to, and control of, the goods to the Cuban purchaser. For details go to http://www.treas.gov/offices/enforcement/ofac/actions/20050222.shtml
Blocked Countries Under U.S. Treasury Department’s OFAC Sanction Controls

Balkans

Burma (Myanmar)
Cuba

Iran

Iraq


Liberia

Libya

North Korea

Sudan



Syria


Zimbabwe

For details go to:

http://www.treas.gov/offices/enforcement/ofac/sanctions/
COMMERCIAL NEWS USA

Commercial News USA is the official United States Department of Commerce showcase for American-made products and services. This catalog-style magazine is designed to help American companies promote products and services to buyers in more than 145 countries--at a fraction of the cost of other advertising options. Commercial News USA is distributed bi-monthly to readers outside the United States. Advertising in Commercial News USA is a unique tool for helping your company increase its exports.

The deadline for the May/June 2005 issue is March 11, 2005. For details go to http://www.export.gov/cnusa
USEFUL WEB SITES

Super Searchers on Competitive Intelligence

 It’s a high stakes world in business these days and no company can afford to be ignorant of their competition.  Luckily, there are lots of ways you can research your competitors on the Web. Just go to Super Searcher on Competitive Intelligence and you will find hundreds of links to good sources of information. Go to http://www.infotoday.com/supersearchers/ssci.htm
Websites on Japan’s Culture, Customs & Language

Selected by: Alain Letort

Commercial Officer, Tokyo, Japan

These web sites are recommended reading for business visitors to Japan, especially first-time business visitors. They present an overview of Japanese culture, customs, and etiquette. Japanese culture is very different from the American. All aspects of Japanese life, especially business relations, are governed by strict rules of etiquette. A foreign business person who is either ignorant of, or insensitive to, Japanese customs and etiquette needlessly jeopardizes his company's prospects in this country. An elementary knowledge of the language is also useful, although not required.

Japanese culture http://www.japanguide.com
Japanese etiquette http://www.japan-guide.com/e/e622.html
Japanese customs http://www.japan-guide.com/e/e638.html
"Japanese Culture: A Primer for Newcomers" http://www.thejapanfaq.com/FAQ-Primer.html
"Japanese Manners & Etiquette" http://www.thejapanfaq.com/FAQ-Manners.html
"Some Notes on Japanese Grammar" http://www.csse.monash.edu.au/~jwb/jgrammar.html
"Japanese for the Western Brain"

http://www.mindspring.com/~kimall/Japanese/index.html
Jim Breen's Japanese Page

http://www.csse.monash.edu.au/~jwb/japanese.html
NAFTA Certificate of Origin Tool

http://web.ita.doc.gov/ticwebsite/ticit.nsf/
UPCOMING EVENTS

Asia Now: Successfully Exploring and Exporting

 to Asian Markets

Wednesday, April 6, 2005 – Memphis, Tennessee

 This seminar will give you the information and tools you need to successfully enter and succeed in a specific market or the larger Asian region. For more information go to http://www.buyusa.gov/asianow/sco_meeting.html
Meet the Buyers Trade Mission –April 26-29, 2005

Toronto and Montreal, Canada

The trade mission will enable U.S. manufacturers of hardware, home improvement products, lawn and garden equipment and building products establish commercial relations and sell their products in Canada’s hardware and home improvement retail market.

For more information contact:

Rita Patlan, Project Manager 

Tel: 416/595-5412, Ext. 223 Fax: 416/595-5419 

E-mail: rita.patlan@mail.doc.gov

Connie Irrera, Commercial Specialist 

Tel: (514) 398-9695, ext. 2262 Fax: (514) 398-0711 

E-mail: connie.irrera@mail.doc.gov

Rebuild Iraq 2005

April 4-7, 2005, Amman, Jordan

For more information, please visit the event website: http://www.rebuild-iraq-expo.com/
For information on exhibiting in the USA Pavilion, please contact Bechara Nacouzi at tel. (514) 685-3530 or by e-mail at: bnacouzi@videotron.ca
.

For a copy of the latest Business Guide for Iraq go to:

http://www.export.gov/Iraq/bus_climate/businessguide_current.html
We hope you've enjoyed this edition of our newsletter. Any mention of non-government sources does not constitute endorsement. If you have any questions or comments, contact us at 
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AUSTRALIA – U.S. DEARTMENT OF COMMERCE’S

MARKET OF THE MONTH

Australia has been the fastest growing developed economy over the past five years, and has been an appealing and profitable market for American companies for much longer. Its economy is the fourth largest in Asia-Pacific and offers a transparent and familiar legal and corporate framework, excellent intellectual property protection, and a sophisticated - yet straightforward - business culture. 

The United States runs a trade surplus with Australia of approximately US$9 billion. Total trade between the U.S. and Australia was valued at US$28 billion in 2003. American exports to Australia were more than $14 billion in 2004 and increasing. 

Australia is a particularly attractive market in 2005. Its economy has entered its fourteenth consecutive year of growth, government budgets are in surplus, productivity is high, and corporate profits and personal incomes are high and healthy. 

Australia’s Best Prospects for U.S. Exporters 

Aircraft and Parts 

Automotive Parts and Accessories 

Construction Machinery 

Franchising 

Industrial Process Controls 

Information Technology Services 

Medical Equipment 

Mining Equipment 

Oil & Gas Equipment 

Pollution Control Equipment 

Safety and Security 

Telecommunications Equipment 

Travel and Tourism 

To learn more about these best prospects go to: http://www.buyusainfo.net/docs/x_8215507.pdf
For more information on doing business with Australia Contact us at little.rock.office.box@mail.doc.gov, Phone 501-324-5794, Fax 7380, or go to our Commercial Service Website at:

http://www.buyusa.gov/australia/en/
UNDERSTANDING EU CUSTOMS

Although the European Union is a customs union with a Community Customs Code and a harmonized tariff system for product classification, the EU lacks a single customs administration for the Community. Many important aspects of customs administration in the EU are handled differently by various Member State customs authorities, resulting in some inconsistencies from country to country. For a copy of the 4-page report on this subject, contact us at little.rock.office.box@mail.doc.gov, or 501-324-5794, or fax 7380.

CERTAIN TYPES OF PRODUCTS EXEMPT FROM CCC MARK - CHINA

By Chris Damm, San Jose, California ODO

The Certification and Accreditation Administration of China (CNCA) has released a list of products that are exempt from compulsory certification and labeling known as the CCC mark. In its 2005 Bulletin No 3, CNCA says that products exempt from compulsory certification include those for scientific research and testing, for maintenance and repair of end-user equipment, for equipment and parts used in production lines, for exhibition, for export processing. Products exempt from both compulsory certification and labeling requirements include imports by diplomatic missions and foreign visitors for self-use and those as parts of foreign government aid and grant programs. The new rules, dated March 3, will replace the 2002 CNCA Bulletin No 8 and will take effect on April 1. At the same

time, CNCA also issued a bulletin announcing the cancellation of the registration requirement for agents for compulsory certification application. (Full texts in Chinese: http://www.cnca.gov.cn/20040420/article/05-03/8163.htm
http://www.cnca.gov.cn/20040420/article/05-03/8192.htm ) (CNCA)

CUSTOMS RULING ONLINE SEARCH SYSTEM (CROSS)

When a product enters the U.S. and there is a concern as to the appropriate classification code, then a ruling is made in CROSS. These rulings can also be used as a cross reference to schedule B or HS#. A search can be done by keyword, or click on “Downloadable Rulings”. There are also links to other useful information for international trade, such as the Harmonized Tariff Schedule, Customs Bulletins, and the Customs Valuation Encyclopedia. See http://rulings.customs.gov/
EGYPT LIFTS BAN ON U.S. BEEF PRODUCTS

March 21, 2005 -U.S. Agriculture Secretary Mike Johanns announced today that Egypt is immediately resuming imports of U.S. beef and beef products from animals less than 30 months of age. 

"We are extremely pleased at the reopening of another important market for U.S. beef exports and anticipate that exports will quickly return to pre-BSE trade levels," said Johanns. "USDA will continue to focus on our efforts on opening additional markets by promoting the use of science-based regulations in the global trade in beef." 

The agreement requires age and origin requirements under a USDA Agricultural Marketing Service Beef Export Verification (BEV) program. In 2003, Egyptian purchases of U.S. beef and beef products amounted to $30 million, with liver accounting for nearly 65 percent or $19 million of total sales. 

Contact: Ed Loyd (202) 720-4623

Dana Cruikshank (202) 720-3329

BUREAU OF INDUSTRY AND SECURITY

REVISION AND CLARIFICATION OF DEEMED EXPORT RELATED REGULATORY REQUIREMENTS

The Bureau of Industry and Security (BIS) is reviewing the recommendations contained in the U.S. Department of Commerce Office of Inspector General Report entitled ``Deemed Export Controls May Not Stop the Transfer of Sensitive Technology to Foreign Nationals in the U.S.'' (Final Inspection Report No. IPE-16176-March 2004). Certain of these recommendations would require regulatory changes that would affect existing requirements and policies for deemed export licenses. BIS is seeking comments on how these revisions would affect industry, the academic community, and U.S. government agencies involved in research.

DATES: Comments must be received by May 27, 2005.

For a copy of the proposed rules go to the BIS Website at http://www.bxa.doc.gov. Under “Top Stories” click on the .html or .pdf link shown beneath: 

March 28, 2005 

BIS publishes Advance Notice of Proposed Rulemaking in the Federal Register on Revision and Clarification of Deemed Export Related Regulatory Requirements.

CANADA, MEXICO, AND THE UNITED STATES ESTABLISH THE SECURITY AND PROSPERITY PARTNERSHIP OF NORTH AMERICA

On March 23, 2005, Canadian Prime Minister Paul Martin, Mexican President Vincente Fox and U.S. President George W. Bush met at Baylor University in Waco, Texas. At the meeting’s conclusion they announced the establishment of the Security and Prosperity Partnership of North America (SPP.) For details of the partnership click on http://pm.gc.ca/eng/news.asp?id=443 or contact us at little.rock.office.box@mail.doc.gov, ph. 501-324-5794, fax 7380 for a copy of the report.

VENEZUELA’S APPLICATION OF EXCHANGE CONTROLS TO IMPROVE

By Hans Mueller, Commercial Service Caracas 

Venezuela’s exchange control board (“CADIVI”, the acronym from its Spanish language name) announced plans to take effect this year, which should make the system more flexible. This should be of interest to U.S. companies concerned about the cumbersome, time-consuming and uncertain methods in place under Venezuela’s existing exchange control rules.

The first announcement indicated that the limit for credit card use abroad would be raised from the USD 3,000/year to USD 4,000/year and that the limit on purchases via Internet would be doubled from USD 1,500/year to USD 3,000/year. 

While the announcements emphasized that exchange controls would not be eliminated during 2005, a CADIVI spokesman stated that the system would become more flexible, and eventually be replaced by a computerized “information system for exchange administration” (SIAD by its Spanish acronyms). The computerization of all Venezuelan customs offices is being prepared to go on line and should support SIAD. 

The system for determining reference prices for imports is to be strengthened and widened. Such reference prices were created mainly for textiles, but also for some other products, to avoid under-invoicing. This had become a frequent practice in order to obtain a lower import duty. The intent could also be to obtain readings on costs for imported products, compared with what the importer has requested in foreign currency. The CADIVI spokesman emphasized that it was not the office's intention to curb or hinder imports but to detect and eliminate capital flight, and that the SIAD system will be used primarily for that purpose.

For additional information please contact Hans.Mueller@mail.doc.gov of the Foreign Commercial Service, U.S. Embassy Caracas by phone (58-212) 907-9495, fax (58-212) 975-9643

PRICE INCREASES FOR SELECT

U.S. COMMERCIAL SERVICE PROGRAMS

To compliment the counseling provided by its domestic and overseas Trade Specialists, the U.S. Commercial Service offers a variety of fee-based products and services. These products and services include custom research, pre-screened appointments, background checks on prospective partners, and other marketing initiatives undertaken on behalf of and tailored to individual clients. Due to U.S. Government directives to bring the cost of providing these custom services into alignment with the fees charged to our clients, price increases will be introduced throughout 2005. In order to comply with the directives, as of March 1, 2005 the prices for the International Partner Searches (IPS) and background checks otherwise known as International Company Profiles (ICP) were raised. As of April 1, we will see a price increase for the Gold Key Services and Trade Missions. Any service paid for prior to April 1, will not be affected. The IPS and the ICP rate increases will be phased in over the remainder of the year. Now is the time to act if you are considering contracting a service. Contact us at little.rock.office.box@mail.doc.gov or 501-324-5794, fax 7380.

UPCOMING EVENTS

"China Engages Asia: Implications for the United States"

(Q & A included.)

Date and Time: Thursday, April 21, 6:30-7:30 p.m.

Place: University of Arkansas at Little Rock

(Exact location to be announced)

Speaker: Dr. David L. Shambaugh,

 Political Science Professor

and Director of China Policy Program

The Elliott School of International Affairs

George Washington University,

Washington, D.C.

As part of UALR's Asian Heritage Month activities, the presentation by this keynote speaker will provide an excellent opportunity to obtain the latest information on China, Asia, and U.S. relations from an expert and is aimed at university students and faculty, policy makers, secondary students and teachers, business people, and the general public. Those interested in international studies, history, and business are especially encouraged to attend.

For more information contact: 

Martha Morton, Director

Bringing China to Arkansas Program

University of Arkansas at Little Rock

2801 So. University Ave.

Little Rock AR 72204-1099

Tel: 501-569-8618

Fax: 501-569-8347

mlmorton@ualr.edu
www.ualr.edu/AIC
US-CHINA BUILD PROGRAMS

JUNE 2-4 and JUNE 5-10

If you are interested in:

· Supplying products to China

· Finding a good distributor to successfully represent your product in China

· Determining if joint ventures are a good way to do business in China

· Making sure you get paid when doing business with China

· Learning if Chinese and developers want your products

· Determining how well equipped China is to compete with the products that you produce

You may want to consider participating in the US-China Build Program’s two missions to China:

( Dalian China Factory Tour June 2-4 

( Shanghai Business Development Mission (June 5-10) 

(Companies are not required to participate in both missions.)

These missions will to give companies who are interested in doing business in China an intensive week-long education about China’s building materials and service market through organized meetings and site visits. Companies will be given the opportunity to discuss their products and services with Chinese developers, distributors, architects, designers, and suppliers of all products used in residential and commercial construction.

The agendas will include:

( Factory Tours

( Meetings with Chinese developers and distributors

( Briefings with the US Commercial Service representatives and representatives from Chinese building materials and housing associations. 

( Briefings with a law firm with offices in the US and China to discuss legal aspects and advice on joint ventures, receiving payment, hiring employees in China, setting up a China based office, etc. 

( Meetings with firms that are short-listed to design and build venues for the Shanghai Expo 2010 (Worlds Fair). 

( Other meets can also be arranged based on the interests of the group.

An information/registration form and draft itinerary can be found at: http://www.uschinabuild.org/Events/missionflyer12.11.04.pdf
For more information contact:

Rose Braden

Center for International Trade in Forest Products

& The US-China Build Program

520 SW 6th Avenue, Suite 810

Portland, OR 97204

tel. 503-248-0406, fax. 503-248-0399

www.uschinabuild.org, www.cintrafor.org
USEFUL WEB SITES

Bank Holidays of the World

http://www.bank-holidays.com/index.htm
Foreign Entry Requirements for U.S. citizens traveling abroad on business or pleasure:

http://travel.state.gov/travel/tips/brochures/brochures_1229.html
We hope you've enjoyed this edition of our newsletter. Any mention of non-government sources does not constitute endorsement. If you have any questions or comments, contact us at 
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