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Chapter 1

Overview of International

Trade Documentation

N RITR ) A

1.1 The Meaning and Role of International Trade
Documentation

S Eege L5 4EA

1.1.1 The Meaning of International Trade Documentation

SR BRIERE X

A document is an official paper that serves as proof or evidence of something.
Documentation lies at the heart of all international trade transaction. Most international trade
is done on the basis of delivery against documents and payment against documents.UCP 600
provides that “Banks deal with documents and not with goods, services or performance to
which the documents may relate” .

FAIESE PR UE I GRS B R SO . BRI BR B 5 58 5 A% O o BRAIE 2 [ B
5 5y S BRI 2k . (R EAE FEGE— 163451, B BRisi <258 600 =t AR ( TR
UCP 600) #5E : “4RATALPERGZ HAE, AN A TTRE I RS BB L9147 .7

1.1.2 The Role of International Trade Documentation

SR BRERAE

For different departments (customs, banks, exporter, importer, insurance company,
government, and etc.), international trade documents have different roles. However, there
is one same point, international trade documents provide proof of ownership of goods at any
time and place throughout the transaction and are very important to all the departments.

To the exporter, documents provide an accounting record of a transaction, a receipt
for goods shipped, the means for export clearance of the goods, as well as information and

instructions to the many individuals, companies and governmental agencies who transport,

W [ B R 55 SRR 5 9295 BUREE (55300 318 1IEL.indd 1 $ 2022/8/15 20:46:35 (
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handle, or inspect the shipment.

To the importer, documents provide an accounting record of a transaction, assurances
that the goods ordered are the goods shipped, and the means for clearing goods through
customs at the country of destination.

To the shipping company and freight forwarder, documents provide an accounting record
of a transaction, instructions on where and how to ship the goods, and a statement giving
instructions for handling the shipment.

To the banks, documents provide instructions and accounting tools for collecting and
disbursing payments.

To the country of export and its regulatory agencies, documents provide a means of
evaluating risks, valuing a shipment and tracing the point of loss in a coverage claim.

To the country of import and its regulatory agencies, documents provide proof of the
right to import, statistical and census information regarding the goods imported, evidence that
the goods imported will not harm the health and safety of its citizens, and an accounting tool
for assessing duties and fees.

[ bR 5 BAEE AR BT (g, ARAT. R, O, R AR BUTSE)
AAFEIER . 2R, HHIR AU E R 5 SR 2 B 3 A58 5 AUEAE, JF B AT
PRI IR U [F) A A

TR RS, SRR TS S R tHE R, RiETTRIGE . e R T
B, JFatistiat. M s AR N. AR RBURHLE S EHUE BEARER.

PP ERU, AN G as Rl s, MORT IO TR s 1ty), IRt
ERibIESRES ST PSS

X e AR MBS A TR, U SR MRS, N IR ARSI S
iz y AU, Iy BE E BRI LA

XFTHRAT R, BE AR O R 45 5 T BB .

X L TR R A UAG SR, BRE Dy PR UK« B3 R i A SR B R DG 0 L A PR 452
KRt 7 — R FEIE.

T 1 S WA LA SRR, BRI N Bt IR, 53k DA R S A 7
B RIRBHER SO, AEMIRE A E A REERN 24, IR it T H.

1.1.3 Significance of Documentation
BIFMEX

Documentation is an indivisible part of international trade. It refers to the preparation
and examination of documents involved in a transaction. The major purpose of documentation
is to provide a specific and complete description of the goods so that they can be correctly

processed for transport, insurance, payment, customs clearance, and etc. For most

° D e
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transactions in international trade today, without documentation there will be no possibility of
transactions. Considering its importance this chapter is solely devoted to the introduction to the
basic requirements and information source of export documentation, and the explanation of
the major documents used in export trade.

The importance of documentation, in a sense, can be amplified by saying that in some
international transactions the exchange of documents takes priority over the exchange of
goods. This is well illustrated in those contracts signed under the trade terms such as FOB/
FCA, CFR/CPT and CIF/CIP, where the delivery of goods from the seller to the buyer is
symbolized by the handover of title documents, rather than the actual delivery of physical
goods. As these types of transactions take a large portion of the total volume of trade, the
importance of documentation hence can not be underestimated.

Without proper documents, neither seller could send goods out of their countries and
collect payments, nor could buyers release goods without problems. A smooth transaction
heavily relies on the correct preparation and presentation of relevant documents at different
stages. It is crucial for both the seller and buyer to acquire sufficient documentation skills to
be qualified practitioners. In the meantime, compared with importers, exporters are more
susceptible to the impact of documentation. It is an essential condition for exportation in the
first place. In order to get through the mandatory supervision and control of the customs,
presentation of required documents is the prerequisite. Lack of necessary documents or
presentation of wrongly made documents is among the most common reasons for delayed
release of cargos from the customs.

This also applies to importers when they are handling the import customs formalities.
In addition, documents serve as the proof of fulfillment of contract for the seller. Most of
the obligations listed on the sales contract could be reflected on the availability of certain
documents or the certain contents of a document. A bill of lading, for example, indicates
the details of sellers’ performance of transportation. Sometimes the buyer requires some
documents to ensure that the goods delivered are what he expects. A certificate of quality may
be required to guarantee the quality of the product. As a result, by evidence of documents,
exporters prove that they have delivered the right goods at the right time to the right place
in the right manner. Furthermore, in most cases exporters have to use documents in their
collection of payment. If we recall the payment issues, one thing is obvious that most of the
popular payment terms ask for the company of documents, especially the title documents as
bill of lading. Unable to provide the required documents, the exporter will have trouble in
setting payment for his goods delivered.

B FE PRS2 AT B — 800 A8 5 AL % AR (v AN el . FRAIERY 2 22
H 2 B AR e Bt giiid 52y, DAMESRfEE . R S A IS REAT 2 L0 i A

* 3
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1.2 The Main Kinds of International Trade
Documentation

o R et B AR

There are several kinds of documents used in international trade.In many cases,
documents issued by one entity (e.g. the bill of lading issued by a shipping or logistics
company) may be required by more than one entity (e.g. the importer, customs authority of the
country of import, and etc.). The following is a brief summary of the kinds of international
trade documentation. Each will be treated in detail in the chapters that followed.

1. Transaction Documents

They are the documents the buyer and seller generate to form the basis of their agreement

o4 o
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to sell and purchase specific goods under specific terms and conditions. Transaction documents
include the letter of inquiry, request for proposal, proposal, letter of intent, purchase order,
contract of sale, pro-forma invoice, and commercial invoice. Not all transactions require each
of these documents.

2. Transport Documents

They are the documents issued by the logistics company as a receipt and contract for
carriage of the goods to the stated destination. These organizations also issue insurance and
inspection certificate. All international transactions involving the transport of goods require
some form of bill of lading.

3. Import Documents

These documents are required by the customs authority of the country of import and vary
greatly from one country to another. The minimum documentation requirement is an entry
form and a commercial invoice. However, many other forms may be required, especially if
the imported merchandise is sensitive (e.g. animals, weapons, drugs, food), if the importer
is requesting special tariff treatment under an import program (e.g. GSP, NAFTA) or if the
import comes from certain countries.

Import documents generally include import licenses and permits, a commercial invoice,
bill of lading, certificate of origin, import declaration, and inspection certificate. In certain
countries consular invoice, insurance certificate, international exchange documentation and
bank draft may be required.

4. Banking Documents

These documents are required by the banks especially through a documentary letter of
credit or documentary collection procedure. Banking documents include the application for
letter of credit or documentary collection, collection order, draft or acceptance, order to open
credit, documentary credit, credit advice, order amendment, amendment notification, and
order of assignment. Related documents include those which make part of a document package
for the importer for the import clearance of the goods in the country of destination.

5. Special Documents

Special Documents are documents required by the importing or exporting country for
special commodities. They include export licence for natural resources, import licence
for important goods (weapons, ammunition, and etc.), documents relevant with quota.
Documents related to specialized goods and trade sensitive countries provide the greatest
challenge to traders.
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1.3 The Parties to International Trade Documentation

SR EIES FTA

The core of every business transaction is the buyer and the seller, and the involvement of
specialized parties are as the followings.

1. The Exporter/Seller

In most transactions the exporters/sellers are responsible for the documentation required
by the export authorities, the importers/buyers, or the banks in documentary collection or
letter of credit. However, not all the documents listed below are required in all transactions.

The exporters/sellers may issue the documents as the followings.
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(1) Transaction documents, including proposal, bid or quotation, contract for sale of
goods, pro-forma invoice, and commercial invoice.

(2) Export documents, including export license, export declaration, and inspection
certificate.

(3) Transport and insurance documents, including packing list, and bill of lading/air
waybill.

(4) Banking documents, including documentary collection order and bank draft/bill
of exchange, if documentary collection is used. Including bank draft/bill of exchange, if
documentary letter of credit is used.

(5) Import documents, including certificate of origin, consular invoice, insurance policy
or insurance certificate, inspection certificate, phytosanitary certificate, and specialized
inspection certificates.

2. The Importer/Buyer

The importer/buyer has primary responsibility for preparing a number of documents
required by the customs authorities of the country of import. Since these documents are easily
secured by the exporter in the country of export, the importer is responsible for notifying
the exporter of the documents required. The importer/buyer may issue the documents as the
followings.

(1) Transaction documents, including request for proposal or request for quotation,
proposal, bid or quotation, contract for sale of goods, pro-forma invoice, and commercial
invoice.

(2) Transport and insurance documents, including packing list and bill of lading/air
waybill.

(3) Banking documents, including letter of credit application, if documentary letter of
credit is used.

(4) Specialized documents, including certificate of origin, consular invoice, insurance
policy, inspection certificate, phytosanitary certificate and specialized inspection certificates.

(5) Import documents: including import permit, import license, special customs invoice,
customs declaration and other specialized documentation.

3. Export Authority

The export authority has three major responsibilities: law enforcement, revenue
collection and census.The following is a list of the basic export documentation required by
most countries.

(1) The export license/permit.

(2) The export declaration, including destination control or ultimate consignee statement.

(3) The bill of lading.
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(4) The commercial invoice.

(5) The certificate of origin.

(6) The inspection certificate.

4. Import Authority

The import authority has three major responsibilities: law enforcement, revenue
collection and census. The following is a list of the basic import documentation required by
most countries.

(1) The import permit/ license.

(2) The import declaration.

(3) The bill of lading.

(4) The commercial invoice.

(5) The certificate of origin.

(6) The inspection certificate.

5. The Freight Forwarder/Logistics Company

International freight forwarders are in the business of moving goods from one country to
another. Logistics companies are in the business of planning and controlling the flow of raw
materials, work in progress, or finished products from point of origin to point of destination.
Documents issued by the logistics company are as the followings.

(1) The bill of lading.

(2) The insurance certificate.

(3) Inspection certificates.

6. The Customs Broker

The customs broker assists in all aspects of clearing imported goods through customs.
They handle the sequence of customs formalities and other details critical to the legal and
speedy import and export of goods. Documents issued by the customs broker are as the
followings.

(1) The application for import license and import permit.

(2) The import declaration.

(3) The special customs invoice.

(4) Documentation and applications related to refunds, rebates and drawback.

7. The Freight Carrier (shipping line, airline, railroad, barge line, courier)

The freight carriers are in the business of moving goods from one country to another.
Carriers range from huge ocean shipping lines that move ship load quantities of crude oil
or grain, to courier companies that handle small package shipments of less than one-half
kilogram.

It is very important to realize that some carriers are specialists in only one mode of
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transport. Since international shipments often require more than one mode of transport (sea,
air, and land) , it may be necessary to use a shipper (or a logistics firm) that can act as a
“multi-modal transport operator” and take responsibility for the entire shipping process from
point of origin to point of final destination.

Documents issued by freight carriers are as the followings.

(1) The bill of lading.

(2) The insurance certificate.

(3) The air bill.

8. The Government Regulatory Agency

The government regulatory agencies are in the business of enforcing specific laws
and regulations designed to protect the economic well-being in addition to the health and
safety of their citizens. The government regulatory agencies in US include: Food and Drug
Administration, Animal and Plant Health Inspection Service, and Consumer Product Safety
Commission.

Documents issued by the government regulatory agencies are as the followings.

(1) Certificate of inspection.

(2) Phytosanitary certificate.

(3) Veterinary health certificate.

(4) Safety testing certificate.

(5) Fumigation/sterilization certificate.

(6) Dangerous goods certificate.

9. The International Banks

International banks handle all aspects of international payments from importers to
exporters, including the documentary collections and the letter of credit. Documents issued by
the international banks are as the followings.

(1) The documentary collection order.

(2) The documentary letter of credit.

(3) The documentary letter of credit amendment.

(4) The documentary letter of credit advice.

(5) The bank draft/bill of exchange.

10. The Insurance Company

The insurance companies provide coverage by contract to indemnity or guarantee another
party against risk of losses by stated perils, such as the risk of loss or damage to shipments
of cargoes in international trade. Some of the large logistics firms have their own insurance
companies as subsidiaries. Documents issued by the insurance companies are the insurance

policy or the insurance certificate.
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11. The Attorney

Attorneys and law firms are in the business of providing legal advice to clients. The role
of attorneys varies greatly from country to country. The contract for sale of goods is issued by
the attorney.

12. The Inspection Company

Inspection companies are in the business of providing testing services for exporters,
importers, export authorities and import authorities. Inspection companies are often licensed
by government agencies or have professional affiliations with recognized industry groups.
Some countries require that samples of products be sent in advance of the full shipment for
testing by laboratories within the country of import, while others are satisfied with certificates
generated in the country of export prior to shipment.

Documents issued by the insurance companies are as the followings.

(1) Certificate of inspection.

(2) Phytosanitary certificates.

(3) Veterinary health certificate.

(4) Safety testing certificate.

(5) Fumigation/sterilization certificate.

(6) Dangerous goods certificate.

(7) Quality certificate.

13. The Notary Public/Document Authenticator

Most countries have appointed or commissioned individuals who are given authority to
identify and certify the identity of persons who sign documents with proof of their signature.
In some countries, such as England, France and Germany, these individuals often have
special legal training, while in other countries they can be qualified after a short course, test
and background check. Some countries have no provision for such commissioned persons, in
which event consular, judicial or legal professionals will often be used to fulfill authentication
requirements.

The key documents “certified” or “notarized” by notaries are as the followings.

(1) Limited power of attorney.

(2) Contract and inspection certificates.

(3) Consular invoice.

14. The Chamber of Commerce

Chambers of commerce provide export education, country market information,
assistance with export documentation and trade leads.

Documents issued by the chambers of commerce are as the followings.
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(1) Certificate of origin.

(2) Certificate of free sale.

15. The Consular Office

The consular office of country of importation, located in the country of export, is often
empowered to “certify ” certain documents or forms required for the eventual import of goods.

Documents issued by the consular office are as the followings.

(1) Commercial invoice.

(2) Customs invoice.

(3) Consular invoice.
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1.4 The Basic Requirements for International Trade
Documentation

S RE G REAREL

So far, there has been no well-established standard for documentation in international
trade. In addition, documentary requirements may differ from transaction to transaction
and from country to country, largely. The differences mainly lie in areas such as the types
needed, content and languages used, and etc. Whatever differences there might be, generally
speaking, documentation for every transaction should meet such basic requirements as
correctness, completeness, conciseness, cleanness and promptness.

Documents are correct and accurate if the content (including the exact words used)
conforms to that in the letter of credit and format of the documents is in line with the

requirements. Aside from these, correctness is met when the right types of documents are
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prepared and the right number of the originals and duplicates are presented.

Documents are considered complete when all necessary documents (including the types
and number of originals and duplicates) are prepared and presented in a complete set.

Document should be concise. The seller shall make sure that all documents should
avoid redundant, unnecessary or ambiguous words or expressions. Meanwhile, to be clean,
documents should bear no marks of correction on the face. When the above “Cs” is all met,
the seller should then prepare the documents in time and present them within the time for
presentation stipulated in the letter of credit. This lives up to the requirement of promptness.

In brief, exporter should attach great importance to documentation and make sure all
documents meet the above requirements in order to ensure the smoothness and success of
every single transaction. To achieve this, the seller has to check very carefully so that all
documents for a transaction should not only be in strict compliance with the stipulations in the
relevant contract and letter of credit but also be in consistency with each other.
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1.5 ChecKklist for Documentation Errors

B IEH AR

(1) Check typing errors in the name of commodity and figures, such as quantity, package
number, unit price and total amount, insurance amount, insurance premium, and etc.

(2) Check spelling errors in the names and address of the parties concerned.
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(3) Avoid redundant, unnecessary or ambiguous words or expressions in such terms as
the name, quality, quantity, time or place of shipment, and etc.

(4) Avoid correction on the face of the documents.

(5) Mark the date of each document clearly.

(6) Check the title of each document to make them the same as the stipulation of the L/C.
For instance, an Insurance Certificate is not acceptable when the L/C requires an Insurance
Policy.

(7) Make sure some documents’ reference numbers required to be mentioned in other
documents are correctly presented.

(8) Prepare exactly the same numbers of originals and duplicates as required.

(9) All documents must be properly issued, signed and sealed by the right party.

(10) Arrange the documents according to the order of the issuing date on the documents.
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1.6 Prerequisites of Documentation

LR X R A EN.-Y T

Considering the significance of documentation, it is a must for the exporter to present
documents correctly and completely. To avoid errors and inconsistency among documents,
it is important to be aware of the source of information for producing relevant documents.
Usually, documents for an export transaction are to be prepared and examined based on the

information from the sales contract, and payment related documents, e.g. a letter of credit,
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and some documents supplied by manufacturers.

The sales contract is the basis of any other documents produced. As mentioned above, a
sales contract builds up the foundation of all the transactional activities. It is understandable
that all documents must be made out in strict conformity with the contractual terms.

The preparation of documents must refer to the relevant payment instructions as well,
especially when a documentary letter of credit is used. If a transaction is made with payment
by L/C, the credit will list all the documents demanded as the condition for issuing bank to
hold the liability of payment, independent of the importer. Though the issuance of a letter
of credit is based on the sales contract, once issued the credit becomes a solely independent
document and the guideline for settlement of payment. Beyond all questions, therefore, sellers
have to make sure that all documents prepared strictly comply with the stipulations in L/C.

The contents of documents should also be subject to original information obtained from
the original documents provided by manufactures. For instance, a packing list provided by
the manufactures usually indicates detailed information about the commodity including such
details as quantity, specification, gross weight, net weight and measurement. Naturally, they
also become the information bases for documentation.

It is also important to note that the above information bases for documentation are not
independent of each other. In other words, documents should be made out based on all these
criteria simultaneously.
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1.7 The Basic Materials of Making out International
Trade Documents

4 4] 5 T £ 1E 69 K r Af #

The basic materials of making out documents include sales contract, L/C, warehouse
order, original materials offered by the delivery department and related materials and
requirements of business departments.
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1.8 Development of International Trade Documents
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SWIFT and EDI are widely used in international trade documentation. Now, along with
the fast development of computer and internet, more and more companies use computers to
make out documents.
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1.9 Relevant International Regulations and Practices

A8 % B R AL N Fa 1 £

1. International Regulations and Practices Relevant with Contract

United Nations Convention on Contracts for the International Sales of Goods (CISG)
strives to create a uniform international sales law, and to regulate the rights and obligations of
buyers and sellers in international transactions for the sale of goods. Until now, a number of
countries that account for two-thirds of all world trade have joined the CISG, and the number
is on the rise.

2. International Regulations and Practices Relevant with International Payment

(1) International Regulations and Practices for Collection: The Uniform Rules for
Collections No. 522 (URC 522).
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URC 522 underlines the need for the principal and/or the remitting bank to attach a
separate document, the collection instruction, to every collection subject to the Rules-makes
it very clear that banks will not examine documents, particularly not to look for instructions
addresses problems banks experience in respect of documents against acceptance (D/A) and
documents against payment (D/P)-clearly indicates that banks have no obligation to store and
insure goods when instructed.

(2) Uniform Customs and Practice for Documentary Credits No. 600 (UCP 600).

The Uniform Customs and Practice for Documentary Credits (UCP) is a set of rules on
the issuance and use of letters of credit. This latest version, called the UCP 600, formally
commenced on 1 July 2007.

UCP 600 are rules that apply to any documentary credit when the text of the credit
expressly indicates that it is subject to these rules. They are binding on all parties to the credit
unless expressly modified or excluded by the credit.

3. International Regulations and Practices Relevant with Trade Terms

(1) Warsaw-Oxford Rules 1932.

(2) Revised American International Trade Definitions 1990.

(3) International Rules for the Interpretation of Trade Terms 2010(INCOTERMS 2010).

4. International Regulations and Practices Relevant with Transportation for
International Trade

(1) International Regulations and Practices Relevant with Ocean Transportation.

(D International Convention for the Unification of Certain Rules of Law Relating to Bill
of Lading, 1924(The Hague Rules).

() The Brussels Protocol, 1968(The Visby Rules).

(3 United Nations Convention on the Carriage of Goods by Sea, 1978(The Hamburg
Rules).

(@ CMI Uniform Rules For Sea Waybills, 1990.

(2) International Regulations and Practices Relevant with Carriage of Goods by Road
Convention on the Contract for the International Carriage of Goods by Road (CMR).

(3) International Regulations and Practices Relevant with Carriage of Goods by Rail:
International Convention Concerning the Carriage of Goods by Rail(CIM), Agreement on
International Railroad through Transport of Goods(CMIC).

5. International Regulations and Practices Relevant with International Cargo
Transportation Insurance

(1) China Insurance Clause(CIC).

(2) W/W Clause.

(3) Institute Cargo Clause (ICC).

¢ 19 .
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6. International Regulations and Practices Relevant with International Trade
Arbitration

(1) Convention on the Recognition and Enforcement of International Arbitral Awards,
1958.

(2) UNCITRAL Arbitration Rules, 1976.

(3) Model Law on International Commercial Arbitration, 1985.
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