AIB Customer Treasury Services

Documentary Collections

Product Description Sheet

As Collections do not provide any guarantee of payment, they are more widely used
where the Importer and Exporter have established a good trading relationship.

PRODUCT DESCRIPTION

The Importer agrees to pay for goods only upon receipt
of documents evidencing the shipment of the goods by
the Exporter

The Exporter sends the documents through his bank to the
Importer's bank. The Importer's bank collects the proceeds
on behalf of the Exporter It is important to note that the
Importer's bank is primarily responsible to the Exporter

for the handling of the documents even though the
Exporter is not a customer.

The documents can be released to the Importer in
either of the following ways:

[. Against Payment (D/P Collection) i.e.immediate
payment by the Importer.

. Against Acceptance (D/A Collection) i.e. against a
commitment to pay at some future date. This is normally
evidenced by the Importer accepting a Bill of Exchange
(B/E) drawn on them by the Exporter or by issuing a
Promissory Note in favour of the Exporter.

Collections are subject to The Uniform Rules for Collections
issued by the International Chamber of Commerce.

(See over for Product Diagrams).

PRODUCT BENEFITS

v~ Goods are dispatched to the Importer without
any pre-payment or guarantee of payment. Payment or a
commitment to pay is only effected against documentary
evidence that the goods have been shipped

v~ No payments are made unless requested through the
Importer's bank. This reduces the likelihood that an
invoice will be paid in error by the Importer's accounts
department

v~ D/A Collections can provide access to cheap trade credit
as Exporters are often more willing to extend credit terms
when the Importer is prepared to formally acknowledge
the debt

v~ The Importer retains control over the payment decision.

RESTRICTIONS / DISADVANTAGES

For the Exporter

o The goods are shipped without a bank guaranteeing

the payment
o The buyer can decide not to accept or pay the collection
o The buyer may get the goods without accepting

or paying the collection.

For the Importer

o The buyer may have to pay before they can get access
to the goods

o Accepted bills of exchange or promissory notes
may be protested if they have not been paid when
they mature.
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I.CASH AGAINST DOCUMENTS (D/P Collections) Where no credit terms have been agreed.

Exporter Goods Importer

>
Documents

Documents D} n $ Payment Payment $ Dj released against

payment

$ Payment
m -

Exporter’s Bank Dj BeauimEs Importer’s Bank

|. CASH AGAINST ACCEPTANCE COLLECTIONS
(D/A Collections) Where a credit term (e.g. 60 days from shipment date) has been agreed.
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For further information please contact your Relationship Manager or our Trade Finance Team

01 609 3868 aib.trade.finance@aib.ie
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This product may not be suitable for your particular circumstances; therefore it is strongly recommended that if you have not
already done so you should consult an independent professional financial advisor. This publication is for illustration purposes only.
This publication is not to be reproduced in whole or part without prior permission. AIB Customer Treasury Services is a registered
business name of Allied Irish Banks, p.l.c. Allied Irish Banks, p.l.c.is regulated by the Central Bank of Ireland.
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