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The purpose of this document is to capture the experience by The Pulse Association 

of the South East (PASE) and the South East Premium Wheat Growers Association 

(SEPWA) from a trial grain shipment during 2011.  This information is aimed at giving 

grain growers of the Esperance region a general insight into the container grain 

exporting process, which may in time foster grain exports from the Esperance port.  

This document is not intended to be a complete guide to exporting grain and people 

wishing to do so should seek relevant advice beyond the scope of this document.  
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1.0 Finding and getting to know your customer 

As an exporter, your customer’s ability to pay is of primary concern.  Hence your initial 

trade or trades to a customer and the establishment of a working business relationship 

is crucial in your long term trading success.   

In the case of the trial export cargo, the customer had previously bought grain from the 

region through another exporter, and had been visited by a PASE delegation of 

farmers several years prior.  Hence this prior contact, as well as some background 

checks enabled the group to proceed with a certain level of confidence.   

From time to time, in all trading relationships there will be issues which will need 

compromise from both parties for resolution.  Developing a business relationship with 

your customer opens communication channels to ensure successful negotiations and 

payment.  

Never say can’t/won’t – always look for a compromise. 

Never Admit Liability – offer an ex-gratia payment with no liability if for some reason 

your product is not what you promised (i.e. if the packer does not pack your grain). 
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2.0 Know your logistics costs and trade terms.  

Before talking to the customer you need to have researched the logistic costs of 

delivering the grain/goods to the agreed position.  In the case of the trial shipment the 

grain was to be sold on a CFR (Cost and Freight) Penang price in US dollars.  The 

CFR terms and other pricing/delivery terms are based on the “International Incoterms” 

which are a set of agreed international trade rules detailing where and how money and 

goods exchange during various permutations of international trade.  A booklet of all 

Incoterms is available from the WA Chamber of Commerce and Industry.     

 

In the case of the trial cargo, the initial estimated logistics costs to deliver the grain to a 

CFR Penang position were: 

Truck transport to Esperance  $    12.50  

Cleaning cost Esperance  $    12.50  

Truck transport to Fremantle  $    40.00  

Container packing fee (includes below)  $    26.50  

Receival, AQIS Fee, fumigation cert, Container redelivery to terminal  

Cost Delivered Fremantle container terminal                                DCT $AUD  $    91.50  

Ocean Freight costs - based on 4x 25 ton per container  

Fremantle TO Penang Malaysia (CY/CY)  

20’ GP Basic Freight US$450 + Bunker Adjustment USD 345  $    30.29  

Origin Terminal Handling - AU$245.00   $      9.80  

Port service charge AU$86.75   $      3.47  

Equipment Handling Fee AU$35.00  $      1.40  

Port Security AU$7.50  $      0.30  

Bill of Lading - AU $ 75 per consignment   $      0.75  

Total ocean freight costs and local port charges  $    46.01  

Documents charges - based on 100 tonnes  

Certificate of Origin - CCWA   $    0.90  

Certificate of Weight and Quality - Independent Surveyor   $   3.00  

Total documentation charges   $    3.90  

  

Total Logistics costs delivered Penang Container Yard (CY)   $  141.41  

 

Only with these costs at hand can you negotiate on price.  You require the export 

process to be costed so that the net price can be compared to other price offers at a 

farm gate level or free in store basis.  In the case of this cargo we negotiated on a 

“USD CFR Penang price” which we could then assess against other potential buyers 

at a farm gate level.   

 

You will note that the container ocean freight as well as the CFR price is based in  

US dollars.  For this reason your logistics costs are “live calculations” which will 

change daily with exchange rates.  See the “6.0 Exchange Rates” sections for further 

information on this.  
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3.0 Closing the deal the Sale Contract 

Once you have negotiated with the buyer and agreed on a price, terms of payment 

and delivery, these details are formalised via a Sale Contract.  In the case of the trial 

shipment a generic “CFR – Letter of Credit” international trade contract was used.  The 

SEPWA/PASE Containers Project invested in legal advice to draw up this contract for 

grain exports under a Letter of Credit.  This contract was created in the context of 

PASE exporting to international customers on a CFR basis.  Grain Trade Australia 

(GTA) does have similar draft contracts for its members which they can use for export 

trades. 

Vital aspects of a Sale Contract are: trade conditions; identification of the buyer and 

seller; goods specifications; price; currency; delivery and payment details.  The Sale 

Contract will clearly state the Incoterms of the sale and delivery of goods as well as 

important aspects such force majeure, limitation of liability and choice of arbitration.   

Traditionally you might consider that a sale contract would be signed and each party 

would have a copy.  Apparently signed contracts are rarity in grain trade, and deals 

regularly proceed without contracts being signed or returned.  In the case of the trial 

grain shipment this in fact was the case.  The customer proceeded to enact the 

contract by opening a “Letter of Credit” in PASE’s favour and initiating shipping details.  

No signed contract was sent back for our records. 

A Sale Contract can be easily overlooked, particularly as both parties rarely sign the 

document.  If however there is a problem in the export transaction, the details and 

means by which disputes are resolved must be detailed in the sale contract.  Hence 

ensuring you understand the terms and conditions you offer in your sale contract is 

critical.  If a deal does not flow smoothly or a party defaults, this becomes the rule 

book.   

Just because you may not have received a signed copy of your Sale Contract 

this does not mean that the Contract cannot be enforced.   

Conversely a Sale Contract isn’t worth the paper it is written on until the money 

is received from the customer - Don’t assume a signed or accepted contract will 

mean that the deal will proceed! 

Never accept a buyer’s Contract provided to you, make sure you use a contract 

which you understand. 
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4.0 Opening of the Irrevocable Letter of Credit 

 In the case of the trial export the Sale Contract set out payment to be via an 

“Irrevocable Letter of Credit” (LC).  A LC is an agreement between the Banks of the 

buyer and seller which give the undertaking that provided certain documents are 

presented to the banks within the set time, the buyers bank will pay the seller’s bank  

for the goods which the buyer then receives.   

LC’s are a favoured payment method in grain trade as each parties bank acts as  

intermediaries between the parties as well as the buyers bank giving the prior 

guarantee that there is available funds to pay for the goods.  That meaning, that once 

the LC is opened, it is an agreement between two banks, not the buyer and seller 

directly.  This gives the seller relative confidence that they will be paid provided they 

meet the terms and conditions of the LC. 

Further details the nature of a LC or “Documentary Credits” and how it stands apart from the 

sale contract.  This is an excerpt from the WESTPAC BANK “GUIDE TO EXPORT 

DOCUMENTARY CREDITS”. 

 

Documentary Credits are issued by Banks, on behalf of their customers, to facilitate 

payments for international trade.   

 

It should be remembered that documentary credits and commercial contracts, whilst 

they may apply to the same shipment, are considered to be entirely separate 

instruments.  Banks only deal with documents presented for negotiation under a 

documentary credit and does not have any involvement with commercial contracts or 

goods being shipped. 

 

All Documentary Credits issued by Banks are subject to the International Chamber of 

Commerce Uniform Customs and Practice. 

 

Receiving a Documentary Export Credit 

Documentary Credits are transmitted by the applicant’s (importer’s) bank direct to the 

exporter’s bank or a bank nominated by the exporter, or alternatively to a preferred 

correspondent should a particular bank not be nominated or known. 

 

The receiving (advising) bank will check that the documentary credit that has been 

remitted is a workable instrument prior to handing to the beneficiary.  However, they 

are unable to determine the accuracy of terms and conditions contained within the 

Credit eg description of goods, date of expiry, tenor (term), amount etc.  

 

Therefore responsibility ultimately lies with you, the exporter, to ensure that terms and 

conditions contained within the Credit reflect those agreed with the importer. 

Should any terms or conditions be incorrect, you should contact the importer 

immediately and arrange for the Documentary Credit to be amended. 
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Hence it is vital that the terms and conditions going into the LC (denoted as a 

‘documentary credit” in this case) are drafted by the seller/exporter to ensure they can 

realistically be met and hence secure payment.   

The Sale contract details should be clearly set out as this becomes the reference 

document for the LC application by the customer/buyer to their bank.   

LC’s are international in their format.  So the application forms will be relatively similar 

within all banks around the world.  This allows you to draft the relevant details for your 

customer, using a ‘dummy application form’ from your Australian bank.  This ensures 

all details are correct and there are minimal discrepancies in documents.   

In the case of the PASE trial shipment we faxed a copy of our Sale Contract (signed 

by a PASE representative) to the buyer, as well as a dummy form with the completed 

details for the customer to open an “Application for Irrevocable Documentary Credit”. 

Once the customer had transferred these details to the real application form for their 

bank, they faxed/emailed a copy back for our checking to ensure that all terms and 

conditions were correct.  One change was requested, (that the document presentation 

period be extended from 7 days to 10 days).  We advised this was due to us being in 

Esperance where our courier turn around would be slightly slower (including 

weekends).  After careful checking under guidance from our bank we then gave the 

okay to open the LC under the terms and conditions set out in the application. 

The set of documents set out in the LC for the particular sale were: 

 Duplicate Bank Drafts – Bank document detailing the precise money. 

 Triplicate Commercial Invoice – Invoice stating goods, quantity and value and 

the buyer and sellers details. 

 Certificate of Australian Origin from Australian Chamber of Commerce & 

Industry – to verify the goods nature and country of origin and hence comply 

with any export/import requirements.  

 Packing Lists – detailing the contents of each container and each container 

number. 

 Fumigation Certificate – Verifying fumigation and hence insect free status. 

 Bill of Lading for Port to Port Shipment from the Ocean Freight provider – the 

documents from the ocean freight provider which give the holder title to the 

content of the detailed containers goods. 

 Certificate of Weight and Quality from an independent quality surveyor – 

verifying the precise weight and quality of the goods contained in the shipment. 

 

(Normally there would also be a Phytosanitary Certificate issued from AQIS, however 

this was not required by the destination country). 

  

It should be noted that the buyer’s bank who receives the documents, is only 

interested in the LC document details - not the goods.  All documents must be 

absolute letter perfect to avoid discrepancies, delays and even rejections.   
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If documents are rejected you have not lost title to the goods, however they will be in 

transit and not easily reclaimed.   

As an option you may “Confirm your LC”.  This means that for a fee you will transfer 

any bank default risk of non-payment back to your bank.  Given the recent 

international financial situation this is recommended.  

As rule of thumb: 

 The seller should be the one to advise the buyer of the Letter of Credit  (LC) 

conditions so the LC is opened correctly! – make sure of your time lines – you 

set them !! – Time is of the essence!! 

 Confirm all LC’s unless very sure of your customer’s bank- This is done by 

advising your bank.   

 Never mobilise grain or book freight unless the LC has been opened. Ie 

accepted by buyers bank. 

 As a means to protect yourself when booking bulk charters – make sure your 

charter agreement is subject to an LC being opened in your favour by a certain 

date, otherwise you can be left with a charter cost and no buyer to ship to. 

 

Time is of the Essence – You must comply with LC dates and conditions 

 

If there is a late opening of the LC and the LC delivery dates are not altered your 

documents may arrive at the foreign bank outside the LC terms/dates.  As a result the 

bank is under no obligation to pay as it is outside the LC terms.  The Grain and Feed 

Trade Association (GAFTA) has in its contracts an extension clause which allows the 

buyer to extend buy up to 10 days before the contract becomes void, however this 

must then be transferred onto the dates in the LC documents. 

 

 

5.0 Letter of Credit opened. 

Several days after checking the application form we received a fax from Buyers bank 

stating the details of the LC which had been established in our favour.  We then 

received a fax from our Bank stating they had received an Irrevocable Documentary 

Credit in our favour.  This means the Letter of Credit (LC) is ‘open’ and it is now our 

responsibility to ensure shipment of the goods to secure payment.  

If you have not already stated, you still may call your bank to ask to have your LC 

confirmed against the foreign bank risk. 

Tip : read your LC very, very carefully.  Ensure you create the documents 

precisely as stated in the LC original provided from your bank! 

For example “all documents to sight the LC number …..xxx”
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6.0 Exchange rates 

As with any international transaction there is a need to exchange between currencies.  

Unfortunately exchange rates fluctuate by the minute and their movement can make or 

break a deal.  For this reason at some stage it is recommended that a trade have 

some form of currency cover to ensure adverse currency movement between the 

closing of the deal and the conversion of the proceeds to the AUD do not adversely 

affect sale margins.  There are numerous currency cover products available and you 

will need to discuss the options with your bank. 

 

A simple and reasonably common currency protection product is a “Forward exchange 

contract”.  This essentially is an offer by your bank to guarantee a specified exchange 

rate in the future for a specified amount of money.  The precise details of this contract 

will vary between banks; however most will require some form of linked security.  This 

security is in case you do not execute your forward exchange contract, and the bank is 

left holding currency which was purchased on your behalf.  The bank would then need 

to re-sell this currency back into the market and any loss (or gains) would be taken 

from this linked security.   

 

Regardless of the currency protection product there will be some form of cost 

particularly if you do not execute the currency exchange, hence you really only want to 

take out currency cover once you are certain you are to make the trade.  As a result 

taking currency cover can really only occur once the sale contract details are finalised 

and the trade is certain.  Obviously regular exporters have revolving currency facilities 

for use against multiple trades, making this less of a problem than smaller 

organisations.   

 

As rule of thumb: 

 Fix currency as soon as the LC is opened or when you are certain that the 

trade will execute. 
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7.0 Shipping Procedure and Export Documentation  
 

The following is an account of the grains movement from farm to Buyer in which 

export documents were generated for the requirements of the LC terms and hence 

successful payment.  This listing of activities is not in chronological order here, as 

often there as several activities occurring simultaneously.   

Registration in the AQIS and Customs systems  

 Being a first time exporter PASE registered with Customs in Esperance as an 

exporter and SEPWA as the agent. As this is a one off process it does not need 

to be repeated.  

 Being a single shipment PASE completed an “Export Declaration” form with 

Customs; and manually lodged this at the Esperance office.  This registers the 

cargo in the AQIS system for customs and quarantine tracking.  Regular 

exporting entities would do this via their export documentation software system 

(eg Ozdocs, Trident Global).  

 Once lodged with Customs they provided an Export Declaration Number (EDN) 

which is required on the Commercial Invoice and Ocean freight providers 

Forwarding Instructions (which then is translated to the Bill of Lading).  We 

lodged the completed “Export Declaration” form with Customs here in 

Esperance.  This declaration was entered into their system in ‘error’ and would 

be finalised by them once AQIS has inspected the containers and provided a 

Phyto Certificate or in our case a cleared PIG number (as the destination did 

not require a Phyto certificate).   

 To get an AQIS /Phyto Certificate we completed an “Application for PIG/Phyto 

Number” with AQIS (provided by the container packer).  The completion of this 

form will register the shipment within the AQIS system and alert them to inspect 

the grain.   

Note all grain exported is inspected regardless of the need for a Phytosanitary 

certificate.  Refer to the AQIS website www.daff.gov.au/aqis where you can 

search by country or commodity to find out the quarantine export requirements. 

 The PIG number they give us is then forwarded to the container packer to 

enable them to commence packing.  It is also forwarded to Customs to clear out 

their EDN and therefore enables the containers to be received on the wharf. 

 Normally if a Phytosanitary certificate (Phyto) is required the cleared PIG 

number is confirmed with AQIS issuing a Phyto.  In our case the PIG was 

simply cleared – (no phyto required).  Once the PIG number is okayed this then 

completes the EDN and enables the containers to be received at the wharf 

ready for loading onto the ship and hence clear customs.  

 If a Phyto was required then a draft blank Phyto would need to be completed 

post packing and inspection by AQIS with details precisely matching the LC 

details.  This would then be part of the documents that need to be presented to 

the bank. 

 

 

http://www.daff.gov.au/aqis
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Transport of the grain and packing 

 The grain was cleaned on farm by a commercial cleaner then road freighted to 

the container packing facility in Spearwood. 

 After arrival of the grain in Spearwood at the container packer, they were 

advised of the container freight booking with the ocean freight provider.  They 

then collected containers from the shipping company and provided an ‘Empty 

Container Inspection Record’ to ensure it met grain export standards.  They 

also advised AQIS of the packing details for the inspection of the grain.  

 The contract packer provided a ‘Packing Summary’ showing the final weights 

and seal numbers of the containers that were passed over the weigh bridge out 

of their yard on route to the wharf. 

 

Independent Weight and Quality assessment 

 The Independent surveyor who verifies weight and grain quality was advised of 

the container packing so that they could be present to take samples for their lab 

tests.  They were given the container packers details so they could arrange for 

an inspection and sample gathering appointment. 

 Following inspection and sample testing a draft ‘Certificate of Weight and 

Quality’ was received from the independent surveyor showing the container 

numbers, seal numbers and net weight of the containers.  Again the details 

were checked against the LC and there were minor edits in PASE details to 

precisely match the LC.  The weights verified by this certificate must match 

those used in the Commercial Invoice, Packing List and Certificate of Origin. 

(This certificate cannot be altered in terms of the lab tests and weights!)   

Certificate of Origin 

 PASE registered with Australian Chamber of Commerce and Industry (ACCI) 

and provided them with a Company Authorised Signatory List and copy of the 

Certificate of Incorporation for PASE to list in their system as exporters.   

 ACCI provided a blank Certificate of Australian Origin to complete the details.  

Using the Letter of Credit, Ocean freight providers Forwarding Instructions,  

Container Packing List details, Certificate of weight and quality, this form was 

then completed and returned to ACCI for their Certificate Number, authorising 

signature and stamp. 

 They then returned to us the completed “Certificate of Australian Origin” form 

which is a conditional document of the Letter of Credit.  The weights on this 

form must match those of the Certificate of Weight and Quality, Packing List, 

and Commercial Invoice. 
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Booking of Ocean freight  

 After quoting several shipping companies the Ocean freight provider was 

contacted and a vessel was nominated to match the dates according to the LC 

terms.  A “Booking Confirmation” form was received from the shipping company 

confirming the name of the vessel, departure and destination dates and places, 

freight rate.  Once this was in place the container packer was advised and the 

containers could be picked up.  

 They also provide a “Forwarding Instructions” form which was completed using 

the LC details as well as other forms (ie container number, customs Export 

Declaration Number (EDN) etc). This form, once completed creates the details 

for the Bill of Lading that is assembled with final documentation to be forwarded 

to our Bank. 

 The Bill of Lading (BOL) is the title deeds to goods while in shipment.  The 

holder of the bill of lading has possession of the goods.  The Foreign 

bank is not actually buying the grain; it is buying the BOL documents 

which give their customer (the buyer of our goods) possession of the 

goods at the destination wharf/container terminal.  

 

Details of the BOL must comply precisely with the LC otherwise there will 

be discrepancy penalties and possibly no payment!!!   

(For example “all documents to sight the LC number”) 

 The ocean freight provider emailed a draft BOL for checking of details and edits 

prior to the issuing of the original BOL.   On recommendation from our bank 

there were minor edits.   

 BOL are only issued after the containers are loaded on the ship, the ship has 

officially departed the port and the ocean freight has been paid to the shipping 

company by the liable party. 

 Once issued, the original BOL documents were couriered to Esperance for 

assembling with the other documents. 

 

PASE created documents 

 A Packing List – detailing the containers contents and weights is prepared by 

the seller ensuring the details match the ‘Packing Summary’ provided by the 

container packer. 

 A Commercial Invoice in triplicate was created as per the LC and Independent 

surveyors’ certificate of weight and quality details.   

 These documents need to copy the LC word for word.  Any incorrect 

documentation sent to our Bank results in either time loss or extra Bank 

charges.   
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Collation of all documents 

Once all documents were collected/couriered we assembled: 

 Bank Drafts (duplicate) 

 Commercial Invoices (5 copies) 

 Certificate of Australian Origin from ACCI  (3 copies) 

 Packing Lists (3 copies) 

 Fumigation Certificate from container packer (2 copies) 

 Bill of Lading for Port to Port Shipment from Ocean freight provider  (Full set of 

originals plus 3 copies- 6 ) 

 Certificate of Weight and Quality from independent surveyor. (3 copies) 

 

 All details were checked letter for letter between all documents.  We had several 

edits, some of which caused re-issues of documents which delayed document 

presentation time to the bank.  Our bank also provided checking assistance. 

 After re-checking we completed “Lodgement Instructions for Export Collections and 

Negotiations” for our bank and then couriered them to the Perth branch of our bank. 

 On receival from our bank we were advised of several small discrepancies which 

had minor cost implications of which we advised our customer of immediately. 

 Our customer advised that in future, faxing/emailing a copy of the documents to 

them for checking would help avoid discrepancies and the associated fees.    

 Once these documents have been checked by our Bank and verified they were 

then sent to the Foreign Bank for verification and approval. 

 Once approved the payment in USD was distributed to our bank.  This was then 

converted to AUD as per the exchange rate. 
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8.0 Diagrammatic Illustration of the Export process 
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