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Key Words and Phrases

« SBLC (Standby Letter of Credit — Refers to a legal instrument issued by a bank on behalf of its client, providing a
guarantee of its commitment to pay the seller if its client (the buyer) defaults on the agreement.

« Leased SBLC: The SBLC provider agrees to “lease” to the beneficiary, usually for one year, a Standby Letter of
Credit. The beneficiary agrees to pay the SBLC provider a fee for “leasing” the standby letter of credit. This is
referred to as the Collateral Transfer Fee.

« DLC (documentary letter of credit): A documentary letter of credit is where the buyer, under an international
sales contract, procures his bank to issue an irrevocable credit in favor of the seller to pay an agreed sum of
money against a tender by the seller of the shipping documents.

« Usance Letter of Credit: This is a specific type of letter of credit often used in trade finance to extend a
predetermined credit period to the importer. It serves a specific function in international trade and is different
from a sight letter of credit.

« BG (Bank Guarantee): Is a guarantee given by the bank on behalf of the applicant to cover a payment obligation
to a third party. In other words, the bank becomes a guarantor and is answerable for the person requesting the
guarantee in the event that they are unable to make the payment they have agreed with a third party.

Process/Procedures - SBLC

1.Client/beneficiary signs of this procedure document.

2.The beneficiary issues a Letter of Intent (LOI) to Thomas Trading (PTY) Ltd., along with their CIS/ KYC. If the
instrument is to act as a guarantee for payment, a line of credit will be extended to the bank against the loan of
the instrument, or the instrument is going to be monetized; the receiving bank's information must be made
very clear; if decisions still have to be made with regards to how the instrument will be used, the receiving
bank's details can be provided later on in the process.

3.Thomas Trading issues a Letter of Representation along with a fee agreement to be signed and sealed by the
beneficiary. This Letter of Representation and fee agreement is issued along with the CIS of Thomas Trading,
which the client completes and returns signed and sealed on their letterhead.

4.Thomas Trading completes a Letter of Request on behalf of the client; clients sign and seal this letter of request.

5.Thomas Trading arranges a Deed of Agreement (DOA) between issuer and beneficiary.

6. The client pays the agreed-upon invoice amount for the process to begin.
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1.0nce the “payment plan” is in place, the process of issuing the instrument starts within 3-5 banking days. The
issuing bank issues a MT799—pre-advice to the receiving bank. This is the verbiage (as per the UCP 600, ICC
regulations), along with the conditions of payment, which also clearly outline the type of instrument and when
issued via Swift.com—Brussels. This encrypted message is authenticated by the receiving bank (Thomas Trading,
along with the “beneficiary should check the issuing process as well and not leave the responsibility with the
receiving bank; this should only be the case if the receiving bank is not known to the beneficiary). This process
takes 5-7 banking days.

2. After successful completion of the MT799, the issuing bank issues the MT760 SBLC within 3 days after the
successful issuing of the MT799. The MT760 SBLC is confirmation of the pre-advice verbiage. Upon acceptance
and confirmation by the receiving bank, the following happens:

o Foratrade (commodity trade), the seller issues a 2% performance bond, arranges for the goods to be loaded
as per the Sales and Purchase Agreement (SPA), and will expect payment via MT103 as per the terms and
conditions as written and agreed in the SPA.

o If aline of credit has been extended to the beneficiary by his bank on the back of the successful issuing of a
SBLC, this line of credit should come into effect.

o If the beneficiary has a pre-arranged monetizer, the monetizer should monetize the instrument and, with 10
days, settle with the “beneficiary in cash to the agreed-upon account as provided by the beneficiary.

3.The SBLC is to be returned to the provider after 365+1 days; it can also be extended in month 11 for another
365+1 by arrangement with the issuer.

NB: Any financial instrument can only be issued for a trade (commodities) or for a project, and full details of either
have to be provided as part of the process. With regard to projects, we may request a comprehensive business plan.
For commodity trades, the signed SPA between buyer and seller along with supporting documents would be
required.
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Glossary

« Letter of Representation (LOR1): A document issued by a client to a financial institution, often in conjunction
with a loan or investment, representing certain facts or statements about their financial situation.

« Letter of Request (LOR2): A formal request from a client to a financial institution to perform a specific financial
transaction or service.

« Fee Agreement (FA): A contract outlining the terms and conditions of the fees charged by a financial institution
for its services.

« Deed of Agreement (DOA): A legally binding contract between two or more parties, outlining the terms of an
agreement related to a financial transaction or service.

« Client Information Sheet (CIS): A document used by financial institutions to collect basic information about a
client, including their name, contact details, and financial goals.

« Know Your Customer (KYC): A set of procedures implemented by financial institutions to identify and verify the
identity of their clients.

» United Arab Emirates (UAE)
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EDT (Electronic document transmissions) shall be deemed valid and enforceable in respect of any provisions
of this Agreement. As applicable, this Agreement shall be:

1.Incorporate U.S. Public Law 106-229, “Electronic Signatures in Global and National Commerce

Act” or such other applicable law conforming to the UNCITRAL Model Law on Electronic Signatures (2001)
and

2.ELECTRONIC COMMERCE AGREEMENT (ECE/TRADE/257, Geneva, May 2000) adopted by the United
Nations Centre for Trade Facilitation and Electronic Business (UN/CEFACT).

3.EDT documents shall be subject to European Community Directive No. 95/46/EEC, as applicable. Either
Party may request a hard copy of any document previously transmitted by electronic means provided,
however, that any such request shall in no manner delay the parties from performing their respective

obligations and duties under EDT instruments.

ELECTRONIC TRANSMISSIONS:

Each Party is to sign and initial this Agreement and send copies to the other party via Electronic Mail and it
shall be considered the same as an original. When each party has completed copies of this Electronic Mail
from the other party, the Agreement is finalized by all parties. The Parties consent and agree to be bound
contractually by electronic communications concerning the matters addressed in this Agreement. By
executing this Agreement, both parties acknowledge that they have the hardware and software required to
receive and transmit communications (emails and email attachments) electronically to each other in
generally acceptable business formats (such as but not limited to Microsoft Word, Excel, PowerPoint, and
PDF). Both Parties specifically agree to do business with each other electronically. The Parties hereto
covenant and agree that each of them will execute such other and further instruments and/or documents as
may become reasonably necessary to effectuate the purpose of this Agreement. In Witness of which, the
Parties have executed this Agreement on the date first above.

AN ELECTRONIC SIGNATURE IS VALID AND LEGALLY

BINDING AS AN ORIGINAL

***End Of This Document***
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