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The advances are granted provided the undrawn balance is in conformity with
the normal level of balances left undrawn subject to a maximum of 5% of the full
export value. The exporters, are supposed to give an undertaking that they will
surrender the balance proceeds within 6 months from the date of shipment.

7. Advance against Retention Money

Banks grant advances against retention money, which is payable within one year
from the date of shipment. The advances are granted upto 90 days. If such
advances extend beyond one year, they are treated as deferred payment
advance which are also eligible for concessional rate of interest.

8. Post-shipment Export Credit Guarantee and Export Finance Guarantee
Post-shipment finance given to exporters by banks through purchase, negotiation
or discount of export bills or advances against such bills qualifies for this
guarantee. Exporters are expected to hold appropriate shipments or contracts
policy of ECGC to cover the overseas credit risks. Export Finance Guarantee
cover post-shipment advances granted by banks to exporters against export
incentives receivable in the form of duty drawback, etc.

9. Post-shipment Credit in Foreign Currency

The exporters have the option of availing of exports credit at the post-shipment
stage either in rupee or in foreign currency. The credit is granted under the
Rediscounting of Export Bills Abroad Scheme (EBR) at LIBOR linked interest
rates. The scheme covers export bills with usance period upto 180 days from the
date of shipment. Discounting of bills beyond 180 days requires prior approval
from RBI. The exporters have the option to avail of pre-shipment credit and post-
shipment credit either in rupee or in foreign currency. If pre-shipment credit has
been availed of in foreign currency, the post-shipment credit necessarily fo be
under the EBR scheme. This is done because the foreign currency pre-shipment
credit has to be liquidated in foreign currency.
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Ans. 3

(a) Responsibilities of the Insured

it is the duty of the insured or his agents, in all cases, to take such measures as
may be reasonable o avert or minimise a loss, Further, it is also his duty to
protect rights of the insurer of recovery from the carriers, port authority and
others. In particular, the duties of the insured or his agent are:

iy Lodge claim on the carriers, port authorities and other intermediaries for any
missing packages,

ii) If the loss or damage is apparent or visible, make an application to the agents
of the carriers, port authority, customs authority and the insurer (or agent) to
arrange joint survey within 3 days of discharge of cargo from the vessel(7 days in
case of air consignment);

ifi) If the loss was not apparent at the time of taking delivery of cargo, give notice
in writing to the carriers and other parties within 3 days of delivery of carge (7
days in case of air consignment);

iv) Lodge a proper monetary claim on carriers, port authority and customs
authority;

v) In case of any missing package, get a log entry made with the' port authority
and lodge a cfaim on carrier and port authority;

vi) If missing packages are traced subsequentiy, clearance may be made only
after a joint survey,

vii} The claims on carriers, customs and port authorities should be filed within the
time, limits prescribed under the relevant laws.

Filing Claims

The insured will file claim with the insurance company after mesting the
aforementioned requirements. The insurance company is generally contacted
immediately on discovery of loss to the cargo which will assist the insured in
carrying out the responsibilities.

1t is quite natural that there is disagreement between the insured and the insurers
regarding insurance claims. In such a case, the insured can take legal recourse
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against the insurers and file a legal suit. However, under the Indian Limitation
Act, no suit can be filed against the insurers in respect of a claim under an
insurance policy after a lapse of three years.

a) The date of occurrence causing the losses; or

b) The date when the claim is repudiated either partly or wholly,

it is clear that if liability is not denied for three years, the claim of the insured
woulld become time barred under the law. If the claimants want to keep their
claim right open, they will have to file suit against the insurers before the expiry of
the period of three years. The claim would also remain open, if the insurers
belatedly repudiate the claim.

(b) PORT PROCEDURES

Export cargos can be brought into the port only after the ship has been allotted a
berth and declared for loading. Some port authorities in India require the shippers
to pay port charges and have their shipping bills passed by the Customs House
before bringing goods to the docks. At the Bombay port, however, shippers have
the facility of paying charges after shipment.

Before bringing the cargo to the shipment shed, the shipper has to obtain "carting
permission, from the shed superintendent and also the ship’s agent on the
prescribed document. This document is known differently at different ports, e.g.,
Deock challan at Calcutta, Port Trust Copy of the shipping bill at Bombay and
Export Application at other ports in India. When goods are brought at the dock
gate, the shipper has to present the port document and the Vehicle Ticket {in
duplicate) to the Gate Inspector. At the gate, the documents are compared and
checked to ensure that such goods as have been permitted are brought to the
docks for shipment. The packages; bundles, cases in each vehicle are counted
to see that their number tallies with the number mentioned in the respective
vehicle tickets. Vehicles are then allowed to move to the concerned shipment
shed and particulars of cargo passed through the gate recorded in a register
maintained at this point.
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Coinciding with the arrival of the vehicles in the shipment shed, the shipper
submits the Vehicle Ticket duly endorsed by the Gate Inspector, Export
Application/Dock Challan/Port Trust copy of shipping bill, shipping bill (duly
passed by customs) and a receipt in lieu of payment of port charges, where
necessary, to the shed superintendent. As cargo is unloaded in the shipment
shed, details of the cargo received are entered in the 'Shed Export Cargo
Register’ which is maintained shipper-wise and ship wise.

The shipper then approaches the customs Appraiser and the customs preventive
officer for physical Examination of Goods and obtains 'Let Export/iet Ship'
endorsements in the Port Trust's documents also. The cargo is then allowed to
be shipped. On completion of shipment, details of cargo actually shipped are
recorded in the 'Shed Export Cargo Register; from the ‘Shipping Tally Sheets'
which are maintained by the port Trust and also the shipping lines.

On receipt of cargo on board, the Master of the vessel issues a document called
the "Mate's Receipt in respect of every shipment taken on board. At some ports,
the issuance of Mate's Receipt is preceded by another document, which has to
be exchanged for the Mate's Receipt. The Mate's Receipt is subject to the terms
and conditions stated in the shipping company's regular Bill of Lading. At most
ports in India, the port authorities collect the Mate’s Receipts from the Master or
the chief officer of the vessel and pass them on to the respective shipper only
after ensuring receipt on all ports dues. The port authorities accept no claused
Mate's Receipts, unless authorised by the shipper(s).

After collecting the Mate's Receipt, the shipper (exporter or his agent) prepares
the Bill of Lading on blank forms supplied to him by the shipping company. He
presents 2/3 originals and some non-negotiable copies of the document at the
shipping company's office for signature of the authorised officer alongwith the
Mate's Receipt. The Mate's Receipt is an important document because it is
required to be exchanged for the bill of lading. The shipper must, therefore,
collect this document from the shed superintendent immediately after it has been
received by the latter to avoid delays and problems which might follow if this is
not collected in time.
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Bills of Lading may be marked ' Freight paid' or Freight to pay'. If the freight is
pre-paid, i.e., paid by the exporter, the Bill of Lading is marked or stamped to that
effect and where freight is not pre-paid, the Bill of Lading is marked ' Freight to
pay' or ‘Freight coliect'. The shipping company retains the Mate's Receipt. Before

signing and parting with the bills of lading, the shipping company ensures that all
the clauses appearing on the Mate's Receipt are reproduced on the Bills of
Lading also.

Ans. 4

{a) Export Promotion Councils

Export promotion councils and commodity boards are the key institutions in the
institutional framework established in India for export promotion. These are
established for servicing export effort for specific products and/or industrial
sectors. Accordingly there are 20 Export promotion Councils and 7 Commodity
Boards. They have been entrusted with the task of promoting exports of specific
products from India.

Functions of the Export Promotion Councils which are as follows:

1) Marketing Assistance: These promotional institutions are continuously
involved in providing export-marketing intelligence as well as guiding, assisting
and advising individual corporate units in their export-plans and effort market-
wise as well as product-wise. The primary function of the export promotion
council commodity board etc., is to provide the exporters with market information
on a continuous basis.

It includes market opportunities, identifying prospective importer, trade and tariff
policies of importing countries, product-designs and specifications, agents and
distribution-channels, warehousing, publicity and promotion, pricing, packaging,
shipping & transportation, buying practices, competition, Government regulations
etc. In other words, the help and assistance provided to individual exporter firms,
encompasses almost all the critical elements involved in export marketing effort
at the corporate-unit level.
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2) Continuous Feedback of Market Information: Besides providing marketing
service, these institutions also undertake to provide continuous feedback of
market information to individual export firm in India. The council functions through
their in-house bulletins, circulars and other publications including statistical
information and directories of importers, etc.

For collection of such comprehensive market information, Export Promotion
Councils/fCommadity Boards/Special Authorities etc., have established overseas
offices in all parts of the world. In addition, they alsc undertake market -surveys,
organise specially in India, exhibitions and conferences with prospective
importers, sponsor trade delegations etc.

3) Mouthpiece of Industry: Further, they also act as the mouthpiece of the
industry, advising as well as seeking appropriate changes in government
policies, influencing export effort of their specific areas of interest.

4) Product/industry Coverage: Complete list of Products/industries currently
being looked after by different Export Promotion Councils/Commodity Board
special Authorities and Industry Associations.

{b) Air Freighting

Notwithstanding the fact that the bulk of interational cargo traffic moves by sea,
the movement of cargo traffic by air has been increasing. As a result, a variety of
cargos, which hitherto was exclusively moving, by sea, are now also being
moved by air.

The real fundamental change in favour of air freighting can be traced to four
factors. These are:

i} Technological developments in the area of civil aviation;

iy Technological developments in the field of cargo handling and
communications;

iy Change in the composition of world trade; and

iv) Establishment of the International Air Transport Association (IATA).

13





image13.jpeg
Over the years, there has been a marked change in the composition of world
trade. We find that high unit- valued products including fashion terns and
sophisticated machinery which require fast delivery and extra handling and
keeping care are able to bear a high incidence of freight cost. Therefore, air
carriage has become more suited to carry variety of cargo. The establishment of
IATA in 1945 has considerably helped in the development of air freighting. IATA
is an organisation of airlines of the world it was set up to ensure smooth and Fast
development of air services. For its role, particular mention should be made of:

i) Standardisation in the rate-making
il} Standardisation in Documentation; and
iiiy Clearing House and other facilities.

Ans.§

{a) Foreign trade does not lead to economic development of a country.
Appropriate government policies are important for successful export effort. In
view of the increasingly important and critical role of foreign trade in economic
development, a separate Ministry of Commerce has been entrusted with the
responsibility of promoting India's interest in international market. The
Department of Commerce, in the Ministry of Commerce has been made
responsible for the external trade of India and all matters connected with the
same. The main functions of the Ministry are the formulation of international
commercial policy, negotiation of trade agreements, formulation of country's
export-import policy and their implementation. It has created a network of
commercial sections in Indian embassies and high commissions in various
countries for export- import trade flows. It has set up an "Exporters Grievances
Redressal Cell" to assist exporters in quick redressal of grievances.

Board of Trade: For ensuring a regular consultation, monitoring and review of

india's foreign trade policies and operations, Gavernment of India have set up a
Board of Trade with representatives from Commerce and other important
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Ministries, Trade and Industry Associations, and Export Service Organisations. It
is an important national platform for a regular dialogue between the Government
and the trade and industry. The deliberations in the Board of Trade provide
guidelines to the Government for appropriate policy measures for corrective
action.

Empowered Committee of Secretaries: For speedier and quicker decision
making, an Empowered Committee of Secretaries has also been established to
assist the Cabinet Committee on Exports.

Grievances Cell: Grievances Cell has been set up to entertain and monitor
disposal of, grievances and suggestions received. It is a cell meant for speedy
redressal of genuine grievances. Grievances Committees headed by Director
General of Foreign Trade and head of concerned Regional Licensing Authority
have been constituted in the respective licensing offices. The Committee also
includes  representatives of FIEO, concemed Export  Promotion
Council/Commodity Board and other departments and organisations. The
grievances may be addressed to the Grievance Cell of the concerned Licensing
Authority in the prescribed Performa.

(b) Advance Payment is not free from any kind of credit or transfer risk

In this method, the payment is made either at the time of acceptance of the
order, or at the same time before the shipment. This is the safest and ideal
method from the exporter's side. In most cases, however, this method is not likely
to be favoured by the buyer, the buyer may favour this method when he is an
overseas affiliate of the exporter, or urgently requires the goods and the exporter
is in a position to dictate his terms. The buyer may make remittance by: (a)
purchasing a draft from the bank payable at a bank in India and despatching it to
the exporter, or (b) arranging through his bank for a bank in India to be instructed
by mail or capable to pay the exporter (i.e., by mail transfer or telegraphic
transfer). The draft, mail or telegraphic transfer will be in the currency specified in
the contract of sale.
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From the exporter's point of view, it is not only the simplest method but also free
from any kind of credit or transfer risks. Payment is received before the shipment,
and hence there is no need for prior post - shipment finance of any kind. And as
no interest or commission is charged by Indian banks for payment of clean
remittances, it works out to be the cheapest method as well. However, in case

the exporter has quoted in a foreign currency, an exchange risk exists from the
date of contract until payment is received from the buyer.

(c) Time Charter and Bareboat Charter -

Time Charter

Under the time charter engagement, a ship is hired for a fixed period of time for
operation within the defined territories or between safe ports. Although the ship is
operated at the iSonimand of the chatterers, it cannot be taken outside the
agreed territories or agreed ports protect the interests of the ship-owners. Time
period is the essence of the agreement but the engagement also provides for the
voyage territories.

Under the time charter engagement, ship-owners have the responsibility to
deliver the vessel at the agreed port within the specified time period in such a
condition that it is in every way fitted and equipped for the coniemplated
employment. The chatterers, in turn, are to redeliver the vessel at the agreed port
in the same condition in which it was taken in charge, excepting normal wear and
tear.

The entire capacity of the ship is hired and ship-owners receive charter hire for
the time duration for which it has been hired. The charter hire is generally
payable in advance at certain agreed intervals. The quantity of cargo carried has
no bearing upon the charter hire and even if no voyage is made because of the
chatterers fault, the ship-owners are entitled to the hire.
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In a time charter engagement, the responsibility of scheduling the ship's
employment and meeting port expenses, canal dues, fuel cost, cargo expenses,
etc, remain with chatterers. However, running expenses of the vessel like officers
and crew wages, stores, provisions, insurance, etc., have to be met by the ship-
owners. Another feature of the time charter engagement is that the chatterers
can either operate themselves or sub-let the vessel on voyage charter depending
upon their requirements provided the latter action is not specifically prohibited in
the agreement between the ship-owners and the chatterers. If the market
improves after the vessel is taken on time charter and the chatterers sub-let it,
the charterer, may earn more money than what is payable to the ship-owners by
way of chatterer hire. Sometimes ships are time chartered on a long-term basis.
Such long-term charters are entered into in order to protect the charterers from
the vagaries of fluctuation in the freight market.

Bareboat Charter

Under this arrangement, the ship-owners let out the bare ship for a period of
time. The difference between the time charter and bareboat charter lies in the
fact that in the latter case the ship in the bare form lies at the disposal of the
charters who have the full right and responsibility of operating the ship. The ship-
owners have the minimum responsibility and act as if they are dead and have no
concern about the ways the ship will be used. Also known as 'Demise Charter’,
the charterers in this case become the disponent owners and are responsible for
manning as well as operating the ship as if they are the owners of the ship. Since
the ship is at the disposal of charterers, they have the right to appoint the Master
and the Chief Engineer; however, subject to the approval of the owners, They
bear all costs and expenses, incidental, to use and operation of the ship. For the
time period, the ship-owners are paid a fixed sum calculated at a certain rate per
ton of deadweight on summer free board per calendar month payable in
advance. )
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(d) Export Houses are not entitled to special benefits.

Export/Trading/Star Trading/Super Star Trading Houses have been accorded

special status. When exporters achieve the specified level of exports over a

period, they may be recognized as EH/TH/STH/SSTH. Exports made both in free

foreign exchan'ge and in Indian rupees shall be taken into account for

recognition. The objective of this scheme is to recognise them as the respective

houses with a view to building marketing infrastructure and expertise required for

export promotion. The exporters, registered with FIEQ or EPC are eligible for this

purpose. The export performance criteria may be based on either f.0.b. value of

exports or net foreign exchange earnings.

iy F.O.B. Criteria; The manufacturing or merchandising units, who have
achieved the following targets can be accorded the status of above
mentioned Export Houses. Deemed exports are not counted for this
purpose.
iiy Net Foreign Exchange Earnings: Exporters have an option for obtaining

the status of Export and other Houses based on the following Net
Foreign Exchange Earnings. Exporters have also an option to get
recognition for one year. In this case relaxation in above earnings has
been permitted.

EH/TH/STH/SSTH are entitled to the foliowing special benefits:

i} Import Facilities

i) Marketing Development Assistance

iii} Foreign Currency Accounts

iv) Foreign Exchange Facilities

v) Golden Status Certificate

vi) Other facilities as specified in the policy.

18
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Solutions

Ans. 1 Provisions of Exports

Free Exports: All goods may be exported without any restriction except to the
extent such exports are regulated by {TC (HS) or any other provision of this
policy or any other law for the time being in force.

Denomination of Export Contracts: All export contracts and invoices shall be
denominated in freely convertible currency and export proceeds shall be realised
in freely convertible currency, Contracts for which payments are received through
the Asian Clearing Union (ACU) shall be denominated in ACU dollar,

Realisation of Export Proceeds: If an exporter fails to realise the export
proceeds within the time specified by the Reserve Bank of India, he shall be
liable to action in accordance with the provisions of the Act and the policy.
Exports of Gifts: Goods including edible items of value not exceeding rupees
one lakh in a licensing year may be exported as a gift. Those items mentioned as
restricted for exports in ITC(HS) shall not be exported as gift without a license
except edible items.

Export of Spares: Warranty spares, whether indigenous or imported, of plant,
equipment, machinery, automobiles or any other goods may be exported upto
7.5% of the FOB value of the exports of such goods along with the main
equipment or subsequently. This shall be done within the contracted warranty
period of such goods.

Export of Passenger Baggage: Bonafide personal baggage may be exported
either along with the passenger or if unaccompanied, within one year before or
after the passenger's departure from India. Those items mentioned as Restricted
in ITC(HS) shall require a licence except in case of edible items.

Export of Imported Goods: Goods imported in accordance with this policy, may
be exported in the same or substantially the same forms without a licence. This
can be done provided that the item to be imported or exported is not mentioned
as restricted for import or export in this ITC (FIS), except items imported under
Special Import Licence.
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Export of Replacement Goods: Goods or parts thereof on being exported and
found defective/ damaged or otherwise unfit for use may be replaced free of
charge by the exporter. Such goods shall be allowed clearance by the customs
authorities provided that the replacement goods are not mentioned as restricted
items for exports in ITC (HS).

Export of Repaired Goods: Goods or parts thereof on being exported and
found defective, damaged or otherwise unfit for use may be imported for repair
and subsequent re-export. Such goods shall be allowed clearance without a
licence and in accordance with customs notification issued in this behaif.

Private Bonded Warehouse: Private bonded warehouse exclusively for exports
may be set up in Domestic Tariff Area as per the norms and conditions of the
notifications issued by Department of Revenue stuch warehouse shall be entitied
to procure the goods from domestic manufacturers without payment of duty, The
supplies wade by the domestic supplier to the notified warehouses shall be
treated as physical exports provided the payments for the same are made in free
foreign exchange.

Deemed Exports: Deemed Exports refer to those transactions which the goods
supplied do not leave the country. The faliowing categories of supply of goods by
the main/sub-contractor shall be regarded as deemed exports under the policy,
provided the goods manufactured in India.

i) Supply of goods against advance licence/DFRC under the duty
exemption/remission scheme.

ii) Supply of goods to units located in EOU/EPZISEZ/STP/EHTP.

iif) Supply of capital goods to holders of licences under EPCG scheme.

iv) Supply of goods to projects financed by multilateral or bilateral agencies/funds
as notified by the Ministry of Finance.

v) Supply of capital goods which are used for installation purposes till the stage
of commercial production and spares to the extent of 10% of the FOR value to
fertiliser plants.
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vi) Supply of goods to any project or purpose in respect of which the Ministry of
Finance permits the import of such goods at zero customs duty coupled with the
extension of benefits under this chapter to domestic supplies.

vil) Supply of goods to the power and refineries and coal hydrocarbons, rail, road,
port,

vi) aviation, bridges other infrastructure projects provided minimum specific
investment is Rs. 100 crores or more.

viii) Supply of marine freight containers by 100% EOU (domestic freight
containers manufacturers) provided the said containers are exported out of India
within 6 months or such further period as permitted by the customs, supply to
projects funded by UN agencies,

Deemed exports shall be eligible for the following benefits.
i) Advance licence for intermediate supply/deemed export

i} Deemed exports drawback

iil) Refund of terminal excise duty

Export of Services: Services include all the 161 tradable services covered
under the General Agreement on Trade in services where payment for such
services is received in free foreign exchange. The service providers shall be
eligible for the facility of EPCG scheme, They shall be eligible for the facility of
EQUIEPZISEZISTP scheme of the EXIM policy. Service providers shall also be
eligible for recognition as Service Export House, International Service Export
House, International Star Service Export House, International Super Star Service
Export House on achieving the performance level as prescribed in the policy.
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Ans. 2

POST-SHIPMENT FINANCE

Post-shipment finance is defined as "any loan or advance granted or any other
credit provided by n bank to an exporter of goods from India from the date of
extending the credit after shipment of goods to the date of realisation of export
proceeds. It includes any loan or advance granted t6 an expoter consideration of
or on the security of, any duty drawback or any cash receivables by way of
incentive from the government.

While granting post-shipment finance, banks are governed by the guidelines
issued by the RBI, the rules of the Foreign Exchange Dealers Association of
India (FEDAI), the Trade Control and Exchange Control Regulations and the
Intemational Conventions and Codes of the International Chambers of
Commerce. The exporters are required to obtain credit limits suitable to their
needs. The quantum of credit depends on export sales and receivables.

Various types of Post-Shipment Finance

1. Negotiation of Export Documents Under Letters of Credit

Where the exports are under letter of credit arrangements, the banks will
negotiate the export bills provided it is drawn in conformity with the letter of
credit. When documents are presented to the bank for negotiation under L/C,
they should be scrutinized carefully taking into account all the terms and
conditions of the credit. All the documents tendered should be strictly in
accordance with the L/C terms. It is to be noted that the L/C issuing bank
undertakes to honour its commitment only if the beneficiary submits the
stipulated documents. Even the slightest deviation from those specified in the L/C
can give an excuse to the issuing bank of refusing the reimbursement of the
payment that might have been already made by the negotiating bank. .
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2. Purchase/Discount of Foreign Bills

Purchase or discount facilities in respect of export bills drawn under confirmed
export contracts are generally granted to exporters who enjoy bill
purchase/discounting limits sanctioned by the bank. As the security offered by
the issuing bank under letter of credit arrangement is not available, the financing
bank is totally dependent upon the credit worthiness of the foreign buyer. The
documents, under the Documents against Payment (DIP) arrangements, are
released through foreign correspondent only when payment is received.
Whereas in the case of Documents against Acceptance (DIA) bills, documents
are delivered to the overseas importers against acceptance of the draft to make
payment on maturity. Since the financing banks are open to the risk of non-
payment, ECGC policies issued in favour of exporters and assigned to banks are
insisted upon.

Under the policy, ECGC fixes limits and payment terms for individual buyer and
the financing bank has to ensure that the limit is not exceeded so that the
benefits of policy are available. Banks also secure a guarantee from ECGC on
the post-shipment finance extended by them either on a selective or whole
turnover basis. Banks sometimes do obtain credit reports on foreign buyers
hefore they purchase the export bills drawn on the foreign buyer.

3. Advance against Bills Sent on Collection

Post-shipment finance is granted against bills sent on collection basis in the
following situations:

i) when the accommodation available under the foreign bills purchase limit is
exhausted

i) when some export bills drawn under L/C have discrepancies
iy where it is customary practice in the particular line of trade and in the case of
exports to countries where there are problems of externalisation. Under the
above situation, the bank may send the bill on collection basis and finance the
exporter to some extent out of the total bill amount. The amount advanced will be
liquidated out of the export proceeds of the export bill and the balance paid to the
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exporter. Exporters may avail themselves on the forward exchange facility where
they do not wish to be subjected to exchange risk on account of the new
procedures for overdue export bills.

4. Advance against Goods Sent on Consignment

Sometimes exports are effected on consignment basis. In such condition
payment is receivable to sale of goods. Goods are exported at the risk of
exporter for sale. The banks may finance against such transaction subject to the
exporter enjoying specific limit for such purpose. The overseas branch
correspondent of the bank is instructed to deliver documents against Trust
Receipt.

5. Advance against Export Incentives

Advances against the export incentives are given at the pre-shipment stage as
well as the post-shipment stage. However, the major part of the advance is given
at the post-shipment stage. The advance is granted to an exporter in
consideration of or on the security of any duty drawback incentives receivable
from the Government. The banks follow their own procedure in granting the
advance. The most common practice is to obtain a power of attorney from the
exporter executed in their favour by the banks. It is sent fo the concerned
government department like the Director General of Foreign Trade,
Commissioner of Customs, etc. These advances are not granted in isolation. itis
granted only if all other types of export finance are extended to the exporter by
the same bank.

6. Advance against Un-drawn Balances

In some of the export business, it is the trade practice that the bills are not drawn
for the full invoice value of the goods. A small part of the bills is left un-drawn for
payment after adjustments due to difference in weight quality, etc. Advances are
granted against such un-drawn balances. In this case the export proceeds must
be realised within 90 days.





