	What is ECGC? 
	

	



	Export Credit Guarantee Corporation of India Limited, was established in the year 1957 by the Government of India to strengthen the export promotion drive by covering the risk of exporting on credit.

Being essentially an export promotion organisation, it functions under the administrative control of the Ministry of Commerce, Government of India. It is managed by a Board of Directors comprising representatives of the Government, Reserve Bank of India, banking, insurance and exporting community. ECGC is the fifth largest credit insurer of the world in terms of coverage of national exports. The present paid-up capital of the company is Rs.500 crores and authorised capital Rs. 1000 crores. The paid-up capital is expected to be enhanced to Rs.800 crores.


	What does ECGC do? 
	

	



	· provides a range of credit risk insurance covers to exporters against loss in export of goods and services 

· offers guarantees to banks and financial institutions to enable exporters obtain better facilities from them 

· provides Overseas Investment Insurance to Indian companies investing in joint ventures abroad in the form of equity or loan. 


	How does ECGC help exporters? 
	

	



	ECGC provides 

· offers insurance protection to exporters against payment risks 
· provides guidance in export-related activities 

· makes available information on different countries with its own credit ratings 

· makes it easy to obtain export finance from banks/financial institutions 

· assists exporters in recovering bad debts 

· information on credit-worthiness of overseas buyers 


	Need for export credit insurance 
	

	



	Payments for exports are open to risks even at the best of times. The risks have assumed large proportions today due to the far-reaching political and economic changes that are sweeping the world. An outbreak of war or civil war may block or delay payment for goods exported. A coup or an insurrection may also bring about the same result. Economic difficulties or balance of payment problems may lead a country to impose restrictions on either import of certain goods or on transfer of payments for goods imported. In addition, the exporters have to face commercial risks of insolvency or protracted default of buyers. The commercial risks of a foreign buyer going bankrupt or losing his capacity to pay are aggravated due to the political and economic uncertainities. Export credit insurance is designed to protect exporters from the consequences of the payment risks, both political and commercial, and to enable them to expand their overseas business without fear of loss. 


	Frequently Asked Questions on credit insurance 
	

	



	Generally asked questions from exporters

Our response
1.Your policy is so complex that you always find a reason to reject the claims
From our annual reports you will find that we do pay out claims. The rules you need to follow, in order to be protected, are well described and realistic and the policy wordings are fairly straightforward.

In addition to the above you will be advised about  operational procedures to follow. We would be happy to give a one-on-one training to people in charge. However, we would pre-suppose that a policyholder had credit management in place; is able to track overdues, measure exposures on each buyer, and would apply the rules for discretionary limits. 



It is not our wish to reject a claim. This always leads to frustration by the policyholder and could be the cause of us losing the policy.
2.We never had a debt that impacted our business
 

Prevention is better than cure. If your debt had never impacted your business, it does not cost much to protect yourself against catastrophic losses. Should it have impacted, and if you were to buy credit insurance, then the premium will be much higher.

Even though you may have a clean loss history, it is no guarantee that losses could not be made in the future. Of course a clean loss history will be reflected in the advantageous premium rate we would offer.

No one can be entirely sure about their own market.  When it moves fast, it become less predictable. Credit insurance is a way to streamline your P&L. You pay a reasonable premium each year and you avoid that 'big hit'.
 

3.  Our portfolio is well-balanced and we currently foresee no risk
If there is an impending risk, it will be too late to buy credit insurance. Even with a well-balanced portfolio, you cannot predict an unexpected claim or catastrophic loss. Unfortunately unforeseen catastrophes do exist eg. Fraud of a manager that causes a company to go insolvent or secondary insolvency, which means the insolvency of a major buyer of your client that, affects your client's business. You can never be absolutely sure that you have all the information.



 

4.   We understand our buyers well and we are a highly networked industry
Being highly networked or understanding your buyers is not 'security' to ensure payment from them. Even your best friends sometimes default in payment. Insolvency happens very quickly, and even being well informed will prove too late to withdraw your investments on the buyer.

You should ask yourself "how much time and energy do I have to spare on gathering all the necessary information"? One thing to bear in mind is that personal relationships, with clients, can be dangerous. They can prevent you from either recognising or assessing the problems in a dispassionate way. A neutral assessment can be added value.

There is a difference between reputation and hard, cold facts. Facts change faster. At times there maybe facts that you are unaware of. The reason that you are well connected may be the motivation as to why your client will try to pay regularly, for as long as possible, while he is already defaulting on his foreign suppliers. We have records of payment from all over the world, and sometimes we have information that you cannot gather on your  market.
5.  Your premium is too high compared to other insurance providers. 

Usually our rates are competitive because we have been in the business for over 45 years. If our rates fall short of our competitors, we should compare the: indemnity, country coverage,and most important of all credit limits. The premium rate is just an indication of the price, but ultimately you are more interested in credit limits and risk assessment. At the end of the day, it is the quality and value-added services you get from your insurer which matters. We should take a closer look at coverage and risk assessment before comparing prices.

Ensure that when are making comparisons that take like for like. We are very sharp when we price in our core business. However, if we can understand your business needs better, we can advise you on the product that is suitable to you in a way that means you have a better balance between the cover and the premium rate. We also invite you to visit our page in the website on our products  to have further details .



Service is key in our industry and that is intangible.
6.   We have enough reserves to overcome losses. With the premium we are paying, we can use that as reserves for our bad debt losses 
The reserves put aside are estimated to cover your normal losses. If an unexpected huge debt occurs, your reserves will not be adequate to absorb the losses.
Reserves for losses yet to come are not tax deductible and make your balance sheet look worse. It may also have an impact on your own creditworthiness in the eyes of your bank or other credit insurers. One thing to bear in mind is that reserves may be enough to cover your small structural loss but they will never enable you to cover against a major default.
7.  We understand our industry well and can predict the upturns and downturns
When one of your clients goes insolvent, it will not be classified as either an industry upturn or downturn. We might be able to predict insolvency by the continual assessment of the creditworthiness of the buyer. This investment will take a lot of your time. We, as credit insurers, employ specialised staff  who are dedicated to look at risks such as this.

Political risk is not within our predictions and even with the cyclical knowledge of your industry, it may not be of help
  8. It is troublesome and tedious for us to report overdue and submit turnover declarations. It will create more paperwork
Good credit management requires some administration. It is not easy to ensure you get your debts back, this takes some effort. If you do not report to us your overdues, we are  sure you will do so within your own department meetings. Your accounting system will be able to churn out the overdues and it just takes some effort to inform us in writing.
 Declaring your sales turnover, for instance , is also something you need to assess at the end of each quarter so it is not considered extra work in case of our turnover policy. Furthermore, having the figure will help you realise your sales situation.
What we ask is the kind of reporting your company should be able to provide to your management anyway. The existence of the credit insurance policy will increase the pressure on the credit management department to, in fact, reacts faster to a possible default. Credit insurance gives certain latitude for reporting that is proportional to the strictness of your internal credit management rules. It is something that can be reviewed.
 

9.   If you are only insuring the good buyers, we do not need credit insurance . 

     We do take risks. Each year we pay a substantial amount of the premium back in claims. This means that we grant credit limits on buyers who are not necessarily AAA rated. Obviously we do not have the urge to take credit limits on buyers who are very likely to become insolvent or who have a record of non-payment. As a claim will affect your result, we expect that you would not be happy either 

 If you feel that we refuse cover on a "good" buyer, you have the right to grant him open credit, at your own risk. You need not pay even political risk premium on this part of the turnover at your option which you have to exercise at the time of issue/renewal of the policy.




What is a SCR or Standard Policy? 

Shipments (Comprehensive Risks) Policy, commonly known as the Standard Policy, is the one ideally suited to cover risks in respect of goods exported on short-term credit, i.e. credit not exceeding 180 days. This policy covers both commercial and political risks from the date of shipment. It is issued to exporters whose anticipated export turnover for the next 12 months is more than Rs.50 lac. (The appropriate policy for exporters with an anticipated turnover of Rs.50 lacs or less is the Small Exporter's Policy, described separately). 

What are the risks covered under the Standard Policy? 

Under the Standard Policy, ECGC covers, from the date of shipment, the following risks: 

a. Commercial risks 

· Insolvency of the buyer 

· Failure of the buyer to make the payment due within a specified period, normally four months from the due date. 

· Buyer's failure to accept the goods, subject to certain conditions 

 

b. Political risks 

· Imposition of restriction by the Government of the buyer's country or any Government action, which may block or delay the transfer of payment made by the buyer. 

· War, civil war, revolution or civil disturbances in the buyer's country. 

· New import restrictions or cancellation of a valid import licence in the buyer's country. 

· Interruption or diversion of voyage outside India resulting in payment of additional freight or insurance charges which can not be recovered from the buyer. 

· Any other cause of loss occurring outside India not normally insured by general insurers, and beyond the control of both the exporter and the buyer. 

What are the risks not covered under the standard policy? 

 

The policy does not cover losses due to the following risks: 

· Commercial disputes including quality disputes raised by the buyer, unless the exporter obtains a decree from a competent court of law in the buyer's country in his favor. 

· Causes inherent in the nature of the goods. 

· Buyer's failure to obtain necessary import or exchange authorization from authorities in his country. 

· Insolvency or default of any agent of the exporter or of the collecting bank. 

· Loss or damage to goods which can be covered by general insurers. 

· Exchange rate fluctuation. 

· Failure or negligence on the part of the exporter to fulfil the terms of the export contract. 

Which all shipments made by the exporter are required to be covered under the Standard Policy? 

The Standard Policy is meant to cover all the shipments made by an exporter, on credit terms during the period of 24 months after the issue of the policy. In other words, an exporter is required to offer for the cover of the Policy each and every shipment that may be made by him in the next 24 months on DP, DA or Open Delivery terms to all buyers other than his own associates. 

Are there any shipments excluded from the purview of the Standard Policy?  

An exporter may exclude shipments made against advance payment or those, which are supported by irrevocable Letters of Credit, which carry the confirmation of banks in India, since he faces no risk in respect of such transactions. Exporters of the status of trading houses and above are allowed to exclude shipments of specified commodities or shipments to buyers in specified countries or any combination of these two, from the purview of the Standard Policies held by them. 

Are L/C shipments required to be covered by the Standard Policy? 

Exporters holding Standard Policy may opt to get shipments against irrevocable Letter of Credit excluded from the scope of the policy. However, unless they are confirmed by banks in India, payment under irrevocable Letters of Credit is subject to political risks. Exporters are, therefore, well advised to get such shipments also covered under the policy. For such shipments, an exporter has option to obtain cover for either political risks only or for comprehensive risks, i.e., for all political risks and the risk of insolvency or default of the bank opening the irrevocable Letter of Credit. The comprehensive risk cover also provides indemnity to the exporter to the extent of 25% of the gross invoice value if the LC opening bank refuses payment on the ground of discrepancies in LC, which are not clearly attributable to the exporter. In either case, cover will be provided by ECGC only if the exporter agrees to get all the shipments made against irrevocable Letter of Credit covered under the policy. Cover will not be available for selected transactions.  

Are shipments made to exporter's associates covered by the Standard Policy? 

Shipments to foreign buyers who are associates of the exporters, i.e. in whose business the exporter has a financial interest, are normally excluded from the policy. They can, however be, covered against political risks under the policy if an exporter so desires. Where both the exporter and the associate are public limited companies and where the exporter's share holding in the associate does not exceed 49%, cover can be provided against insolvency risks in addition to the political risks. 

Is there any difficulty in covering air shipments under the Standard Policy? 

When shipments are made by air, the buyers are often able to obtain delivery of the goods from the airlines before making payment of the bills or accepting them for payment, as the case may be. Earlier such shipments could be covered only if the exporter was holding appropriate credit limit on open delivery (OD) terms and had paid premium at the higher rates applicable for OD. ECGC has now decided that credit limits sanctioned under DA will be valid for OD also. Moreover, for shipments made after 1st April’ 2003, the premium rates for DA will apply for OD also. As a result, shipments by air can be covered by the Standard Policy if the exporter holds a valid credit limit under DA and pays premium at the rates applicable for the relevant credit period under DA. 

Can pre-shipment risks be covered under the Standard Policy? 

The Standard Policy provides cover only for the post-shipment risks. Pre-shipment losses, i.e. losses which may be sustained by an exporter due to impossibility of exporting goods already manufactured or purchased for reasons like ban on export of the item, restrictions on import of the items into the buyer's country, war, civil war, etc., are not covered under the policy. Normally such a risk is very low in respect of raw materials, primary products, consumer goods or consumer durables, which can easily be sold to alternate buyers. Where, however, the export involves an item, which is manufactured to the non-standard specifications of a buyer, cover can be provided for the pre-shipment risks as well as the post-shipment risks under the Contract Policy (described separately). 

Can shipments made on credit exceeding 180 days be covered? 

The policy is meant to provide cover for shipments involving a credit period not exceeding 180 days. In exceptional cases, however, cover may be granted for shipments with longer credit period, provided that such longer credit periods are justifiable for the export items concerned. 

Is there any ceiling to ECGC's liability under the Standard Policy? 

Yes. ECGC will fix a Maximum Liability under each Standard Policy, which is intended to cover all the shipments during a period of 24 months from the date of issue of the Policy. The Maximum Liability is the limit upto, which ECGC would accept liability for shipments made in each of the policy-years, for both commercial and political risks. The exporters are advised to estimate the maximum outstanding payments due from overseas buyers at any one time during the policy period and to obtain the Policy with Maximum Liability for such a value. The Maximum Liability fixed under the Policy can be enhanced subsequently, if necessary. 

After obtaining a Standard Policy with a suitable Maximum Liability, what else should the exporter do to ensure that his shipments are insured? 

The exporter has to get a credit limit approved from ECGC in respect of each foreign buyer to whom he would like to make shipments on DP/DA/OD terms of payment. In addition, if shipments are made to a buyer in some of the countries classified by ECGC as restricted cover countries (see below for details), Specific Approval of ECGC should be obtained for such shipment. Further, the exporter has to declare to ECGC all his shipments and pay premium as explained later. 

What is the purpose of credit limit and what should the exporter do to get it sanctioned? 

Commercial risks are covered under the Policy only if a credit limit is approved by ECGC on each buyer to whom shipments are made on credit terms. The exporter has, therefore, to apply for a suitable credit limit on each buyer. On the basis of its own judgement of the creditworthiness of the buyer, as ascertained from credit reports obtained from banks and specialised agencies abroad, ECGC will approve the credit limit which is the limit upto which it will pay claim on account of losses arising from commercial risks on account of that buyer. The credit limit is a revolving limit and once approved, it will hold good for all shipments to the buyer as long as there is no gap of more than 12 months between two shipments. Credit limit is a limit on ECGC's exposure on the buyer for commercial risks and not a limit on the value of shipments that may be made to him. In case of losses due to political risks, ECGC's exposure is not restricted by the credit limit. Premium has, therefore, to be paid on the full value of each shipment even where the value of the shipment or the total value of the bills outstanding for payment is in excess of the credit limit. 

 

As the credit limit is indicative of the safe limit of credit that can be extended to the buyer, the exporters are advised to see that the total value of the bills outstanding with the buyer at any one time is not out of proportion to the credit limit. In cases where the credit limit that ECGC is prepared to grant is far lower than the value of outstanding bills, exporters may discuss the problem with ECGC officials. 

What are the charges to be paid for getting credit limit sanctioned? 

ECGC spends a considerable amount of money for obtaining reports on overseas buyers from banks and credit information agencies abroad in order to assess their credit standing and approves credit limits based on such assessment. ECGC charges a status enquiry fee of Rs.500 for each credit limit application. An exporter need not pay status enquiry fee for credit limits upto Rs.5 lac, if he furnishes a bank report not older than 6 months on the buyer. 
Can any shipment be made without obtaining credit limits? 

Yes, in the following cases the shipments will be covered under the policy even if he has not applied for credit limits; in other words the exporter can avail of discretionary credit limits. 

1) Rs.20 lacs for DP/CAD transactions on a particular buyer subject to the condition that claim will be limited to four buyers during the currency of the Policy. 

2) Rs.10 lacs on a particular buyer for DA/OD transactions in respect of exporters who have paid at Rs.5 lacs as premium in the immediately preceding policy year. 

3) Rs.15 lacs for DA/OD transactions and Rs.40 lacs for DP/CAD transactions subject to the condition that the aggregate credit limit on any single buyer under this sub-clause shall not exceed Rs.40 lac provided that, 

(i) At least one shipment was effected by the exporter to the buyer during the preceding one year on similar payment terms and it was not less than the discretionary limit availed of by the exporter and 

(ii) The buyer had made payment for that shipment on the due date. 

4) The above discretionary limits applicable for DP/CAD transactions will be available for LC sight terms and the discretionary limits applicable for DA/OD transactions will be available for LC usance terms also. 

What are restricted cover countries? Is any special procedure applicable for exports to them? 

For a large majority of countries, the Corporation places no limit for covering political risks. Such countries are referred to as 'open cover' countries. More than 85% of the countries in the world, which account for over 99% of the country's exports are open cover countries. However, in the case of certain countries where the political risks are very high, cover is granted on a restricted basis. In respect of a majority of such countries, revolving limits normally valid for one year are issued in place of credit limits. The procedure for sanction of revolving limits is the same as for credit limits. In respect of the few remaining countries under restricted cover, which are high risk countries, specific approvals are given on the merits of each case. The period of validity of the specific approval is six months. 

What is the percentage of cover provided by ECGC? 

ECGC normally pays 90% of the loss, whether it arises due to commercial risks or political risks. The remaining 10% has to be borne by the exporter himself. However, ECGC reserves the right to offer a lower percentage of cover in certain cases. 

What is the premium an exporter has to pay for a Standard Policy? 

Premium payable will be determined on the basis of projected exports on an annual basis subject to a minimum premium of Rs. 10,000 for the policy period. Cash discount can be availed by the exporters paying premium upfront under the policies (on quarterly / annually basis as the case may be under relevant policy @ 1% and 5% respectively). 
What is the time limit for declaration of shipments? 

On or before the 15th of every month the policyholder is required to declare to ECGC in a prescribed form, all the shipments made by him in the preceding calendar month. If no shipment is made in a month, a NIL declaration should be sent. 
What are the applicable premium rates? 

The rates of premium vary depending upon the terms of payment, the classification of the buyer's country and whether a shipment is covered against comprehensive risks or only political risk. Premium at the rates applicable for political risks is payable on shipments to Associates and shipments made against irrevocable Letters of Credit, where the exporter has opted to cover such shipments. To find out the premium payable, please contact your nearest ECGC Branch. To locate your nearest ECGC Branch, please click here. 

Is any reduction allowed in the premium rates? 

If no claim is made on ECGC during a policy period of two years, a no-claim bonus of 10% is granted in the premium rates at the time of renewal of the policy. No claim bonus can be accumulated for every policy period till a maximum bonus of 50% is reached. 

Is the exporter liable to pay premium if the credit limit asked for on a buyer is either refused or not sanctioned to the full extent? 

In respect of shipments to buyers on whom ECGC has refused credit limits, the exporter will have the option of either paying premium for only political risks or not paying any premium at all. If the full amount of credit limit asked for by an exporter on a buyer is not sanctioned by ECGC, the exporter will have the option of paying comprehensive premium on all shipments to the buyer (with the cover for commercial risks restricted to the credit limit sanctioned, but cover for political risk to the full extent) or paying premium for political risks only on all shipments or not paying any premium for the shipments to that buyer under the Standard Policy. 

Should non-payment of the bill by the due date be reported to ECGC? 

Yes. In the event of non-payment of any bill by the foreign buyer by the due date, the policyholder is required to take prompt and effective steps to prevent or minimize loss. A monthly declaration of all bills which remain unpaid for more than 30 days should be submitted to ECGC in the prescribed form indicating action taken in each case. Prior approval of ECGC is required for granting extension of time for payment, converting bill from DP to DA terms or resale of unaccepted goods at a lower price (if the loss exceeds a certain limit). 

Is approval of ECGC required for extending credit period or changing the tenor of the bills? 

Yes. It may sometimes become necessary for an exporter to extend the credit period of a DA bill or to convert a DP bill into a DA bill in circumstances in which the buyer is unable to meet the payment obligation as per the original tenor of the bill. Whenever a policyholder wishes to grant such extensions or conversions for good reasons, he should get the prior approval of ECGC and pay the necessary additional premium. 

Should ECGC approval be taken for resale of unaccepted goods? 

Not always. The policyholder is obliged to take immediate and effective action to minimize the possible loss if and when a buyer does not take delivery of the goods. If he wishes to resell the goods to an alternate buyer or bring back the goods to India, approval of ECGC is to be obtained only if the loss on account of resale or reshipment exceeds 25% of the gross invoice value. Notice of resale should be given to the original buyer so that it would be possible to take legal action against him subsequently, if considered necessary, for recovery of the loss. 
When does an exporter become eligible for receiving payment of a claim under the Policy? 

A claim will arise when any of the risks insured under the policy materializes. If any overseas buyer goes insolvent, the exporter becomes eligible for a claim one month after his loss is admitted to rank against the insolvent's estate or after four months from the due date, whichever is earlier. In case of protracted default the claim is payable after four months from the due date. Claims in respect of additional handling, transport or insurance charges incurred by the exporter because of interruption or diversion of voyage outside India are payable after proof of loss is furnished. In all other cases claim is payable after four months from the date of the event causing loss. 

However, in case of exports to countries where long transfer delays are experienced, ECGC may extend the waiting period and claims for such shipments are payable after the expiry of such extended period. 

 

Where the buyer does not accept goods or pay for them because of disputes over fulfilment of the terms of contract by the exporter, counter claims or set-off, ECGC considers the claim after the dispute between the parties is resolved and the amount payable is established, by obtaining a decree in a court of law in the country of the buyer. This condition is waived in cases where ECGC is satisfied that the exporter is not at fault and that no useful purpose would be served by proceeding against the buyer. 

Who is responsible to recover the debts from the foreign buyer after the claim is paid by ECGC?  

Payment of claims by the ECGC does not relieve an exporter of his responsibility for taking recovery action and realizing whatever amount can be recovered. The exporter should, therefore, consult ECGC and take prompt and effective steps for recovery of the debts. For its part, ECGC will help the exporter by providing the name of a reliable lawyer and/or debt collecting agency and by enlisting the help of India's commercial representative in the buyer's country. 

 

It is also to be noted that receipt of a claim from ECGC does not relieve an exporter from obligations to the Exchange Control Authority for recovering the amount from the overseas buyers. 

How is the amount recovered from foreign buyer shared? 

All amounts recovered, net of recovery expenses should be shared with ECGC in the ratio in which the loss was originally shared. 

How to obtain a Policy? 

The exporter should fill in a Proposal Form, which can be downloaded from here or obtained from any of the ECGC offices and send it to the nearest ECGC office. He should also confirm his acceptance of the premium rates, a schedule of which will be given to him along with the Proposal Form and remit applicable premium. 

 

TURNOVER POLICIES

What is a turnover policy and who can avail of it?

 

Turnover policy is a variation of the standard policy for the benefit of large exporters who contribute not less than Rs. 10 lacs per annum towards premium.  Therefore all the exporters who will pay a premium of Rs. 10 lacs in a year are entitled to avail of it.

In what respects is the turnover policy different from a standard policy? 

 

The turnover policy envisages projection of the export turnover of the exporter for a year and the initial determination of the premium payable on that basis, subject to adjustment at the end of the year based on actuals.  The policy provides additional discount in premium with an added incentive for increasing the exports beyond the projected turnover and also offers simplified procedure for premium remittance and filing of shipment information. It also provides for higher discretionary credit limits on overseas buyers, based on the total premium paid by the exporter under the policy.  The turnover policy is issued with a validity period of one year. In most of the other respects the provisions relating to standard policy will apply to turnover policy.

In what respect is the procedure for submission of shipping declarations simplified in case of holders of turnover policy?

 

The holders of turnover policy need not submit monthly declarations of shipment.  Instead, they have only to submit a statement of shipments made during the quarter in a prescribed format within 30 days of the end of the quarter.

What are the premium rates and discount rates applicable to the turnover policy?

 

The basic premium rates applicable for the standard policy will apply to the turnover policy also.  However, an exporter holding a standard policy opts for turnover policy, he will be entitled to an additional discount of 10% over and above the 'no claim bonus' which he is enjoying under the standard policy, subject to a minimum total discount of 20%.  If an exporter not holding the standard policy avails of the turnover policy, he will be entitled to a discount of 20%.  In case of no claims in future, the exporter will be entitled to further 'no claim bonus' and consequently total discount.  Thus the total discount could go up to 60%.

What is the procedure for payment of premium under the turnover policy?

 

The premium calculated on the projected turnover is payable in four quarterly instalments (grant of facility of payment of premium in monthly instalments will be considered on a case to case basis).  
How is the difference between premium paid on projected turnover and premium payable on actual turnover settled?

 

At the end of the year, if the premium payable on the basis of the actual turnover is less than the premium paid on the basis of the projected turnover, the excess amount paid will be carried forward to the next policy period and could be adjusted in the premium for the first quarter of the renewed policy.  In case the policy is not renewed, and if difference between premium paid and premium payable is more than 10%, the same will be refunded subject to marginal adjustments.

 

If the premium payable on the basis of the actual turnover exceeds the projected premium by not more than 10%, the excess premium need not be paid.  Thus an incentive is provided to the policyholder to increase his turnover.  If it exceeds by more than 10%, only the excess of the premium over 10% needs to be paid. 

SMALL EXPORTER'S POLICY

What is a Small Exporter's Policy? 

The Small Exporter's Policy is basically the Standard Policy, incorporating certain improvements in terms of cover, in order to encourage small exporters to obtain and operate the policy. It is issued to exporters whose anticipated export turnover for the period of one year does not exceed Rs.50 lac. 

In what respects is the Small Exporter's Policy different from the Standard Policy? 
i) Period of Policy: Small Exporter's Policy is issued for a period of 12 months, as against 24 months in the case of Standard Policy. 

ii) Minimum premium: Premium payable will be determined on the basis of projected exports on an annual basis subject to a minimum premium of Rs. 2000/- for the policy period.
iii) No claim bonus in the premium rate is granted every year at the rate of 5% (as against once in two years for Standard Policy at the rate of 10%). 

iv) Declaration of shipments: Shipments need to be declared quarterly (instead of monthly as in the case of Standard Policy). 

v) Declaration of overdue payments: Small exporters are required to submit monthly declarations of all payments remaining overdue by more than 60 days from the due date, as against 30 days in the case of exporters holding the Standard Policy. 

vi) Percentage of cover: For shipments covered under the Small Exporter's Policy ECGC will pay claims to the extent of 95% where the loss is due to commercial risks and 100% if the loss is caused by any of the political risks (Under the Standard Policy, the extent of cover is 90% for both commercial and political risks). 

vii) Waiting period for claims: The normal waiting period of 4 months under the Standard Policy has been halved in the case of claims arising under the Small Exporter's Policy. 

viii) Change in terms of payment of extension in credit period: In order to enable small exporters to deal with their buyers in a flexible manner, the following facilities are allowed: 

1. A small exporter may, without prior approval of ECGC convert a D/P bill into DA bill, provided that he has already obtained suitable credit limit on the buyer on D/A terms. 

2. Where the value of this bill is not more than Rs.3 lac, conversion of D/P bill into D/A bill is permitted even if credit limit on the buyer has been obtained on D/P terms only, but only one claim can be considered during the policy period on account of losses arising from such conversions; 

3. A small exporter may, without the prior approval of ECGC extend the due date of payment of a D/A bill provided that a credit limit on the buyer on D/A terms is in force at the time of such extension. 

ix) Resale of unaccepted goods: If, upon non-acceptance of goods by a buyer, the exporter sells the goods to an alternate buyer without obtaining prior approval of ECGC even when the loss exceeds 25% of the gross invoice value, ECGC may consider payment of claims upto an amount considered reasonable, provided that ECGC is satisfied that the exporter did his best under the circumstances to minimize the loss. 

In all other respects, the Small Exporter's Policy has the same features as the Standard Policy
What is the procedure to be followed to obtain SSP (ST)?
The exporter has to submit a proposal in the prescribed form along with a copy of the L/C or relevant contract. Different proposal forms are to be used for different types of SSP-ST policies. Normally, the proposal has to be submitted before making the shipment and the cover would be given only from the date of receipt of proposal. However, in case the exporter approaches ECGC for covering a shipment already made, issue of policy can be considered provided not more than 15 days have elapsed between the date of shipment and the date of receipt of proposal. This would be subject to the condition that no development has taken place as of the date of receipt of proposal, which will adversely affect the payment for the shipments. 

Which all shipments can be covered under SSP (ST)?
The exporter can opt to cover one or more shipments under a particular contract. He can also choose to cover shipments made during a given period within the validity of the contract. For example if an exporter has received a contract for supply of goods within a period of say, one year, he can choose to cover a batch of shipments to be made within a period, say 90 days or 180 days. He may opt to cover further shipments under another specific policy at a later date. 

What is the period of validity of SSP (ST)?
The policy would be valid for shipment(s) made from the date of receipt of proposal up to the last date allowed under the relevant contract for shipment. If the exporter has chosen to cover the shipments to be made during a particular period, the policy would be issued for that period. In case the policy is issued to cover a shipment already made before the proposal is submitted, the policy would be valid only for that shipment. If the proposal is to cover the shipment already made under a contract and to cover further shipments to be made under the same contract, the policy shall be issued for the period from the date of the shipment already made up to the period of contract or the period as desired by the exporter, whichever is earlier. 

What is the percentage of cover provided by SSP (ST)?
 

The percentage of cover normally available under the policy would be 80% of the gross invoice value of the shipments covered, in respect of countries in open cover. However, policy could also be issued with a lower percentage of cover with proportionate reduction in the amount of premium payable and the amount of maximum liability. The percentage of cover in respect of countries under restricted cover category would depend upon the underwriting policy applicable for the country at the relevant point of time. 

 

What is the maximum liability of ECGC under SSP (ST)?
The maximum liability (ML) which is the limit up to which ECGC would accept liability under the policy is arrived at by applying the agreed percentage of cover to the gross invoice value of the shipments covered under the policy. Enhancement in ML, if necessitated by amendment to the original contract, can be considered subject to payment of additional premium by an endorsement to the policy issued. 

When should the processing fee and premium for SSP (ST) be paid?
Along with the proposal the exporter is required to pay a processing fee of Rs.1000/- which is non-refundable. Premium at the prescribed rates applicable for the SSP-ST has to be paid by the exporter at the time of issue of policy deducting Rs.1000/- paid at the time of submitting the proposal. Premium will be charged on the gross invoice value in rupee terms converted at the rate prevailing on the date of submission of the proposal. Where the exporter has chosen to cover shipments to be made during a particular period premium shall be charged for the shipments scheduled to be made during the chosen period. In case the proposal is not accepted by the Corporation due to any adverse report on the buyer or for any other reasons, the exporter shall be informed of the same. 

What are the applicable premium rates?
The rates of premium vary depending upon the terms of payment, the classification of the buyer's country and whether a shipment is covered against comprehensive risks or only political risk. To find out the premium, please contact your nearest ECGC Branch. To locate your nearest ECGC Branch, please click here. 

What are the circumstances in which the cover under SSP (ST) can be withdrawn?
In case of any adverse experience / report on the buyer or his country ECGC or the exporter can withdraw the cover. For the shipments made prior to such withdrawal, cover would be available. 

Is it possible to seek extension of the validity period of the SSP (ST)?
If the exporter fails to make the shipment within the validity of the contract, he can seek extension of the period of validity of the policy after getting the contract duly extended. 

What are the obligations on the part of the exporter holding SSP (ST)?
(i) Submission of statement of shipments made: On or before 15th of every month the exporter is required to submit a statement of shipments made during the previous month under the contract, which is covered under the policy. This statement has to be submitted along with the proposal itself if the shipment for which cover is sought has already been made; 

(ii) Submission of statement of overdue: On or before 15th of every month the exporter is required to submit a statement of payments against the shipments covered under the contract which have remained overdue for more than thirty days from the due date; 

(iii) Intimation of event affecting the risk: If the exporter comes to know about any event likely to affect the risk the same has to be intimated to ECGC immediately and in any case by not later than 30 days; 

(iv) Action for minimising loss: Immediate steps are to be taken in the event of non-receipt of payment for any shipment. On learning of non-payment of the shipment, for which the policy is obtained, exporter is required to take suitable action to prevent / minimise the loss, including such action as may be suggested by ECGC. Action to prevent / minimise loss will depend on the facts and circumstances of each case. Given below is the course of action that may have to be taken immediately. 

· Persuading the buyer to make the payment while, at the same time, maintaining recourse against him by getting the bill noted and protested for non-payment; 

· Not agreeing to give any extension of the due date of the bill unless there are good reasons for doing so. Prior approval of the Corporation should be taken for granting such extension. In case any condition is stipulated by ECGC while granting extension, it should be ensured that the conditions are complied with; 

· If the documents / goods have not been accepted by the buyer, taking action to safeguard the goods and to resell them to an alternate buyer after giving due notice to the original buyer. Prior approval of ECGC should be taken for resale, if the loss is likely to exceed 25% of the gross invoice value. 

· If resale is not possible, to bring the goods back to India , with the prior approval of ECGC (if the loss is up to 25% of the gross invoice value such permission is not required). 
· Desisting from making any further shipment to the buyer until he has made the payment for the bill in default. 

 

When is the loss under SSP (ST) to be ascertained? 
Normally loss shall be ascertained four months after the due date. In case of insolvency risk, loss shall be ascertained one month from the date of admission of debt by the receiver or four months from the due date whichever is earlier. Where the debt is yet to be admitted by the receiver an undertaking from the exporter has to be obtained stating that he has done nothing or not omitted to do anything that will make his claim in the insolvent estate in-admissible. Where the loss is due to non-acceptance of goods, loss shall be ascertained only after the goods are resold or otherwise disposed of and in any case not earlier than four months from the due date of the payment. 

When can the exporter file a claim under SSP (ST)?
An exporter can file his claim under the policy any time after the loss is ascertained but within one year from the due date of payment for the shipment under claim. 

What action has the exporter to take for recovery on payment of claim under SSP (ST)?
Upon payment of a claim the exporter shall continue to take steps for recovering the dues from the buyer including action, if any, stipulated by ECGC. Any amount spent on recovering the dues shall have a first charge on recovery. Any amount recovered net of recovery expenses shall be shared between ECGC and the exporter in the same ratio in which the loss is shared. 

When is a SSP (ST) to be closed?
At the time of issue of SSP-ST Policy, a "Payment Advice Slip" ('PAS') is attached requesting the exporter to advise ECGC about the payment when it is received from the buyer or the L/C opening bank. If the exporter has sent the statement of shipments made but fails to send the 'PAS' and if no statement of overdue is received from the exporter within the prescribed period, action would be initiated to close the policy presuming that the payment has been received from the buyer. If the statement of shipments or extension request is not received by the expiry date of the policy, action would be initiated for closure of the Policy.
What is BP-ST and who can avail of it? 
 
Buyerwise Policies - Short Term (BP-ST) provide cover to Indian exporters against commercial and political risks involved in export of goods on short-term credit to a particular buyer. All shipments to the buyer in respect of whom the policy is issued will have to be covered (with a provision to permit exclusion of shipments under LC). These policies can be availed of by (i) exporters who do not hold SCR Policy and (ii) by exporters having SCR Policy, in case all the shipments to the buyer in question have been permitted to be excluded from the purview of the SCR Policy. 

What are the different types of BP (ST)? 
 
(a) Buyerwise (commercial and political risks) Policy - short-term 

(b) Buyerwise (political risks) Policy - short-term 

(c) Buyerwise (insolvency & default of L/C opening bank and political risks) Policy-short-term. 

What are the different risks covered under BP (ST)? 
 
(i) Commercial risks: [For BP-ST policies of the type (a) above] 

Insolvency of the buyer 

 

Failure of the buyer to make the payment due within a specified period, normally four months from the due date. 

 

Buyer's failure to accept the goods (subject to certain conditions). 

 

(ii) Political risks: [For all the BP-ST policies] 

 

Imposition of restrictions by the Government of the buyer's country or any Government action which may block or delay the transfer of payment made by the buyer; 

 

War, civil war, revolution or civil disturbances in the buyer's country; 

 

New import restrictions or cancellation of a valid import license; 

 

Interruption of voyage outside India resulting in payment of additional freight or insurance charges which cannot be recovered from the buyer; 

 

 

(iii) Insolvency & default of LC opening bank [For BP-ST policies of the type (c) above] 

 

Insolvency of the L/C opening bank; 

 

Failure of the LC opening bank to make the payment due within a specified period, normally four months from the due date; 

What are the risks not covered under BP (ST)? 

 

Commercial disputes including quality disputes raised by the buyer, unless the exporter obtains a decree from a competent court of law in the buyer's country in his favor; 

 

Causes inherent in the nature of goods; 

 

Buyer's failure to obtain necessary import or exchange authorization from authorities in his country; 

 

Insolvency or default of any agent of the exporter or of the collecting bank; 

 

Loss or damage to goods; 

 

Exchange rate fluctuation; 

 

Failure of the exporter to fulfill the terms of the export contract or negligence on his part; 

What is the procedure to be followed to obtain BP (ST)? 

 

The exporter has to submit a proposal in the prescribed form. The proposal has to be submitted before making the shipments and the cover would be given only from the date of receipt of proposal. (In case the exporter desires to cover any shipment made prior to the submission of proposal, the same can be covered under Specific Shipment Policy, subject to its terms and conditions). A buyer-wise/bank-wise limit based on the maximum expected outstanding indicated by the exporter will be fixed while issuing the policy. 

Can a BP (ST) policy be issued to cover exports to more than one buyer? 
 
No. For every buyer, a separate policy has to be obtained.
What is the period of validity of BP (ST)? 
 

The policy would be valid for a period of one year.  

What is the percentage of cover provided by BP (ST)? 
 

The percentage of cover normally available under the policy would be 80% of the gross value of the shipments covered. However, policy could also be issued with a lower percentage of cover with proportionate reduction in the amount of premium payable.  

What is the maximum liability of ECGC under BP (ST)? 
 
The maximum liability (ML) is the limit up to which ECGC would accept liability under the policy.
 

What is the credit assessment fee payable in respect of BP (ST)? 

 

A credit assessment fee of Rs. 1000/- shall be payable for proposals for buyerwise policy in respect of each buyer/bank.  A credit enhancement fee of Rs. 500/- is payable in case an enhancement in the limit is desired due to increased volume of business.

 

In case of proposals for covering political risks only, no credit assessment fee will be charged.

What are the applicable premium rates for BP (ST)? 

 

The rates of premium vary depending upon the terms of payment, the classification of the buyer's country and whether a shipment is covered against comprehensive risks, bank risks or only political risk. To find out the premium rate for a particular transaction, go to the 'Premium Calculator' by clicking here. 

Is any no claim bonus available for BP (ST)? 
 

No.

How is the premium payable for BP (ST) determined and when is it required to be paid? 
 

Premium will be worked out on the projection given in the proposal in the proposal form and taking into account the applicable premium rates.  The premium for the first quarter has to be paid within 15 days from the date the premium is called for.  Premium for the subsequent quarters has to be remitted based on the projected turnover and also after adjusting any shortfall or excess in the premium paid for the earlier quarter, within 15 days from the beginning of the respective quarter.  

How is the adjustment of excess/short-paid premium to be carried out after the last quarter? 
 

At the end of the last quarter, the actual turnover may vary with the projected.  In such cases, if the exporter renews the policy for another term, the excess or shortage would be adjusted in the first quarter workings of the renewed policy.  
 

How will the adjustment be done after the last quarter in case the exporter does not intend to renew the policy? 

 
Where the exporter does not seek renewal of cover in respect of any buyer on whom he had taken cover earlier, the following course of action would be taken.

 

i) If the actual premium for the quarter is more than the premium collected on the projected turnover for the quarter, the exporter would be advised to pay the difference.  In case the exporter fails to pay the premium within 15 days from the date the premium is called for, cover for any loss in respect of the policy would be limited to the turnover in respect of which premium has been paid.  

 

ii) If the actual premium is less than the premium collected on the projected turnover the excess would be refunded.

What are the circumstances in which the cover under BP (ST) can be withdrawn? 
 
ECGC can withdraw the cover any time by informing the exporter in writing its intention to do so. The cover shall stand terminated from the date of such withdrawal. Shipments made to the buyer after that date will not stand covered under the buyer-wise policy.

What are the obligations on the part of the exporter holding BP (ST)? 
 

(i) Submission of statement of shipments made: Exporter has to submit, within 15 days after the end of the quarter, a statement of shipments made during the quarter in respect of the buyer/bank covered under the Buyer wise policy. It is also necessary to indicate in the statement the projected turnover for the next quarter in respect of the buyer/bank covered under the policy. Premium has to be paid along with the statement on the projected turnover for the quarter after adjusting any excess or short fall in the premium paid for the earlier quarter. 

 

(ii) Submission of statement of overdue: On or before 15th of every month is required to a statement of payments against the shipments under the contract which have remained overdue for more than thirty days from the due date; 

 

(iii) Intimation of event affecting the risk: If the exporter comes to know any event likely to affect the risk the same has to be intimated to ECGC and in any case by not later than 30 days; 

 

(iv) Action for minimising loss: Immediate steps are to be taken in the event of non-payment for any shipment. On learning of non-payment for the shipment, for which the policy is obtained, exporter is required to take action to prevent / minimise the loss, including such action as may be intimated by ECGC. Action to prevent / minimise loss will depend on the facts and circumstances of each case. Given below is the course of action that may to be taken immediately: (a) persuading the buyer to make the payment while, at the same time, maintaining recourse against him by getting the bill noted and protested for non-payment; (b) Not agreeing to give any extension of the due date of the bill unless there are good reasons for doing so. Prior approval of the Corporation should be taken for granting such extension. In case any condition is stipulated by the Corporation while granting extension, it should be ensured that the conditions are complied with; (c) where the documents / goods have not been accepted by the buyer, taking action to safeguard the goods and to resell them to an alternate buyer after giving due notice to the original buyer. Prior approval of the Corporation should be taken for resale, if the loss is likely to exceed 25% of the gross invoice value. (d) If resale is not possible, bringing the goods back to India , with the prior approval of ECGC (if the loss is up to 25% of the gross invoice value such permission is not required). (e) Desisting from making any further shipment to the buyer until he has made the payment for the bill in default. 

When is the loss under BP (ST) to be ascertained? 
 
Normally loss shall be ascertained four months after the due date. In case of insolvency risk, loss shall be ascertained one month from the date of admission debt by the receiver or four months from the due date whichever is earlier. Where the debt is yet to be admitted by the receiver an undertaking from the exporter has to be obtained stating that he has done nothing or not omitted to anything that will make his claim in the insolvent estate in-admissible. Where the loss is due to non-acceptance of goods, loss shall be ascertained only the goods are resold or otherwise disposed of with the approval of ECGC and in any case not earlier than four months from the due date of payment. 

When can the exporter file a claim under BP (ST)? 
 

An exporter can file his claim under the policy any time after the loss is ascertained but within one year from the due date of payment for the shipment claim. 

What action has the exporter to take for recovery on payment of claim under BP (ST)? 
 

Upon payment of a claim the exporter shall continue to take steps for recovering dues from the buyer including action, if any, stipulated by the Corporation. Any amount spent on recovering the dues shall have a first charge on recovery. The amount recovered net of recovery expenses shall be shared between ECGC and the exporter in the same ratio in which the loss is shared. 

 

CONSIGNMENT EXPORTS POLICY

1) What was the need for introduction of Consignment Policy?

Economic liberalization and gradual removal of international barriers for trade and commerce are opening up various new avenues of export opportunities to Indian exporters of quality goods.  One of the methods being increasingly adopted by Indian exporters is consignment exports where the goods are shipped and held in stock overseas ready for sale to overseas buyers, as and when orders are received. To protect the Indian Exporters from possible losses when selling goods to ultimate buyers, it was decided to introduce Consignment Policy Cover.

2) What are the types of Consignment Policy covers available with ECGC?

There are two policies available for covering consignment export viz;

(1) Consignment Exports (Stock-holding Agent)

(2) Consignment Exports (Global Entity Policy)

3) Under what circumstances, Consignment Exports (Stock Holding Agent) Policy cover can be availed of?

A consignment Exports (Stock-holding Agent) Policy will be appropriate for each exporter – stock holding agent combination provided the following criteria are satisfied.

(a)
Merchandise are shipped to an overseas entity in pursuance of an agency agreement;

(b)
The overseas agent would be an independent and separate legal entity with no associate/sister concern relationship with the exporter;

(c)
The agent’s responsibilities could be any or all of the following, viz., receiving the shipment, holding the goods in stock, identifying ultimate buyers     and selling the goods to them  in accordance with the directions, if any, of his principal (exporter); and

(d)
The sales being made by the agent would be at the risk and on behalf of the exporter (whether or not such sales are in the agent’s own name or otherwise) in consideration of a commission or some similar reward or compensation on sales completed.

4) In the aforesaid situation, what are the various combination of risks that can be covered under the policy?

The various combination of risks that can be covered under the consignment Exports (Stock-holding Agent) Policy at the option of the exporters are:

(i)
Commercial risks on both stock-holding agent and ultimate buyers with political risks for the entire period; 

(ii)
Commerical risks on the ultimate buyers only with political risks for the entire period; 

(iii)
Commercial risks on the stock-holding agent only with political risks for the entire period; and 

(iv)
Only political risks for the entire period.

5) Under what circumstances Consignment Exports (Global Entity) Policy cover can be availed of? 

A Consignment Exports (Global Entity) Policy can be availed for each exporter-global entity combination provided the following criteria are satisfied:

(a)
The merchandise are shipped for stockholding to an overseas party who receives and holds the goods whether or not under written agreement;

(b)
The overseas party could be the exporter’s own branch office/ authorized representative/warehousing agent/associate or sister concern/subsidiary company;

(c)
The overseas party’s responsibilities could, depending upon its legal status, be any or all of the following, viz., receiving the shipment, holding the goods in stock, identifying ultimate buyers and selling the goods to them  in accordance with the directions, if any, of his principal (exporter); and

(d)
The sales made by the overseas party need not necessarily be at the risk or on behalf of the exporter.

6) What the combination of risks which can be covered under Consignment Exports (Global Entity) Policy?

The combinations of risks which can be covered under the Consignment Exports (Global Entity) Policy are: 

(i)
Commerical risks on the ultimate buyers only with political risks for the entire period; 

(ii)
Only political risks for the entire period.

However, in those cases where the intermediary is an associate of the exporter and both the exporter and the associate are joint stock companies with the exporter’s share in the capital of the associate not exceeding 49%, the following combinations of risks can also be covered:

(iii) 
Insolvency of the global entity and commercial risks on ultimate buyers with political risks for the entire period.

(iv)
Insolvency of the global entity with political risks for the entire period.

7) What are the premium rates applicable for a Consignment Exports Policy?

For premium rates applicable for both types of policy, please click here. Separate rates are given for covering different sets of risks. The basic rates indicated will apply as long as the payments for the shipments made are received in India within 360 days of the shipment. In case it is not possible to realise the payment for a shipment within 360 days, the exporter has to apply for extension, which can be granted for another 180 days, for which additional premium as advised by the Corporation is payable. The premium rate applicable in each case will be as per the classification of the country of the intermediary provided sales to all the ultimate buyers are to be effected in the same country or countries of same or better classification. But if some of the ultimate sales take place in countries of riskier classification, the premium rate will be quoted taking into account the proportion of projected sales in different country groups; but in such cases the premium rates will not be higher than those applicable for the country group one step lower than the intermediary’s country.

Illustration: In the case of a Consignment Exports (Stock-holding Agent) Policy, the stock holding agent and all ultimate buyers are in A1 group of countries. The premium rate for covering commercial risks on both the agent and the ultimate buyers with political risks for the entire period will be 90 paise per Rs. 100/-.  But if the agent is located in A1 country and the ultimate buyers are in A1, A2, B1 etc. countries, the premium rate for covering above risks will be fixed between 90 paise and 140 paise, the exact rate depending on the proportion of projected sales in different country groups. 

8) What is the procedure for payment of premium and submission of shipment declaration?

Payment of premium determined would be by way of advance deposit premium on a quarterly or monthly basis (as opted by the exporter) worked out on the basis of projected turnover and to be appropriated subsequently on the basis of actual reported. The premium for the first quarter (or month) has to be paid within 15 days from the date the premium is called for.  Premium for the subsequent quarters (months) has to be remitted based on the projected turnover and also after adjusting any shortfall or excess in the premium paid for the earlier quarter (month), within 15 days from the beginning of the respective quarter (month).  During every quarter (month) the exporter has to ensure that sufficient premium is available to cover the shipments being made. When the actual shipments are likely to exceed the projection, the exporter has to deposit sufficient amount forthwith in his premium account with the Corporation to cover the shipments.  Irrespective of the periodicity opted for by the exporter to pay the premium; the policyholders are required to submit shipment declarations monthly in the prescribed format.

9) How credit limits and discretionary credit limits will be fixed under Consignment Exports Policy?

Credit limit on the stock-holding agent would be fixed at the time of issue of Consignment Exports (Stock-holding Agent) Policy.   For covering commercial risks on the ultimate buyers in respect of both types of policies, the exporter will have the benefit of discretionary limits on all of them up to a predetermined limit; for requirements beyond this limit, the exporter will have to get a credit limit approved by the Corporation.  Discretionary limit would be fixed at the time of issue of the Policy.  Such a limit to be fixed separately in each case will be below 5% of the projected annual sales through the stock-holding agent/global entity subject to a minimum of Rs.10 lacs and a maximum of Rs.100 lacs.   Discretionary limits would be applicable only for ultimate buyers in open cover countries and not in restricted cover countries (groups I and II).  Discretionary limit will not be available in respect of buyers who have come to the adverse notice of ECGC.  This information is available on the website of the Corporation and can be therefore obtained by the policyholder by accessing the website.  If, however, any policyholder finds any difficulty to have access to this, he can approach the ECGC branch office for this information.  The branch will furnish the required information promptly to the policyholder.  

10) What is the percentage of cover provided under Consignment Exports Policy? 

The percentage of loss covered would generally be at 90 percent for those who hold the Corporation’s SCR Policy/Exports (Turnover) Policy and at 80 percent for others. However, if mutually agreed between the Corporation and the policyholder, the Policy could provide for a higher share of loss to be retained by the insured with proportionate reduction of premium.

11) What is the time limit for realisation of export proceeds?

The basic premium rates are applicable if the payment for the shipment effected from India is received within 360 days of the date of shipment and are independent of the credit periods allowed to the agent/intermediary and/or the ultimate buyers. Premium at these rates becomes payable as soon as the shipment is made from India. For the purpose of deciding whether payment for a particular shipment is received in India within 360 days or not, the principle ‘first in first out’ (FIFO) will be followed. This is important because the exporter will be making a series of shipments and receiving payments in India on different occasions, some or all of the payments not necessarily being specifically related to particular shipments. 

12) When can the exporter file claim under Consignment Export Policy?

Claims against losses arising out of any risks covered by the policies will have to be filed within a period of two years from the due date (or extended due date) for realisation of the sale proceeds in India. Unit price mentioned in the invoice raised by the exporter to the intermediary (stock-holding agent or global entity) shall be taken into account while processing claim, if any for determining the loss.  If unit price was reduced in the international market due to market fluctuations, the reduced price will be taken into account.  However, if the international price has increased, the Corporation’s liability will be restricted to the value worked out on the basis of the unit price mentioned in the invoice or the declared value whichever is less.

BUYER EXPOSURE POLICIES

1) What is the need for introduction of Buyer Exposure Policies?

Presently, in the policies offered to exporters premium is charged on the export turnover, though the Corporation’s exposure on each buyer is controlled through a system of approval of credit limits on the buyer for covering commercial risks. While this suits the small and medium exporters, many large exporters having large number of shipments have been complaining about the volume of returns to be filed under the policy necessitating the deployment of their resources for this purpose and also resulting in possible unintentional omissions or commissions in such reporting, which have an impact on the settlement of claims. There has been a demand for simplification of the procedures as well as for rationalization of the premium structure. Considering the requirements of such exporters, the Corporation has decided to introduce policies on which premium would be charged on the basis of the expected level of exposure. Two types of exposure policies – one for covering the risks on a specified buyer and another for covering the risks on all buyers- are offered. 

2) What are types of Exposure Policies offered by the Corporation?

Two types of Exposure policies are offered, viz, (i) Exposure (Single Buyer) Policy – for covering the risks on a specified buyer and (ii) Exposure (Multi Buyer) Policy – for covering the risks on all buyers.

3) What does an Exposure (Single Buyer) Policy cover?

An exporter can choose to obtain exposure based cover on a selected buyer. The cover would be against commercial and political risks attached to the buyer for both non-LC and LC transactions. A separate Buyer Exposure Policy will be issued for each buyer covering all the exports to be made to the buyer during a period of twelve months. If the exporter has opted for commercial and political risks cover, failure of the LC opening bank in respect of exports against LC will also be covered, for the banks with World Rank (WR) up to 25,000 as per latest Banker’s almanac. For covering any bank with ranking beyond that level, the exporter has to obtain specific approval from the branch, which issued the policy prior to making the shipment. For covering the political risks only, in respect of LC transactions or shipments to associates, Buyer Exposure policy with endorsement restricting the cover to political risks only with significantly less premium is offered.  This policy can be availed by exporters holding Standard Policy in respect of any of their buyers. Shipments to the buyers covered under Buyer Exposure Policies would be excluded from the purview of the Standard Policy. Risks covered would be same as covered under the existing Buyerwise Policy.

4) What is the percentage of loss covered under Exposure (Single Buyer) Policy?

The loss of coverage would be 90 percent for those who also hold our Standard Policies and at 80 percent for others.  If it is mutually agreed between the Corporation and the policyholder, the Policy could provide for a higher share of loss to be retained by the insured with proportionate reduction of premium.  The Policy would specify the loss limit up to which claim will be entertained due to any of the risks covered under the Policy in respect of shipments made to the buyer during the policy period.  The claim amount payable shall be arrived at by applying the percentage of loss covered to the actual loss amount, subject to the loss limit.
5) What are the applicable premium rates under Exposure (Single Buyer) Policy?

The existing premium structure for SCR Policies is related to the shipments made and not to the loss limits (credit limit / maximum liability) specified for a buyer. The premium structure for an exposure-based policy is therefore quite different from that for the SCR Policies. The premium rates for covering all shipments made in the Policy year under the Buyer Exposure Policy are given below.

	Country grouping
 
	Premium rate 

Paise per Rs.100/- of loss limit

	
	For covering commercial & political risks  Buyer / Bank
	    For covering only political risks 

	A1
	            140
	         30

	A2
	190
	70

	B1
	240
	120

	B2
	290
	170

	C1
	320
	190

	C2
	340
	210

	D
	360
	230


6) What is the procedure for payment of premium under Exposure (Single Buyer) Policy?

Exporters opting for this Policy would be offered the option to remit the premium either on a quarterly installment basis or on an annual basis.  Where the exporter opts to pay premium on an annual basis, a discount of 5% would be given in the premium payable. Premium for every quarter shall be payable in advance prior to the beginning of the quarter.  In case of any delay, the cover shall not be available in respect of shipments made during the period from the beginning of the quarter up to the date of remittance. Where the premium amount is paid on a quarterly installment basis, should a claim arise prior to the remittance of some of the installments, the entire amount shall become payable before the claim is filed by the exporter. Premium once paid is treated as non-refundable.  In case the Corporation withdraws cover during the period of the policy due to any reason, the proportionate premium for the balance period in months beyond the month in which the cover is withdrawn will be refunded subject to retention of minimum premium equivalent to 25% of the total premium. 

7) What are the other procedural requirements under the Exposure (Single Buyer) Policy?

i) The policy would specify the loss limit up to which claim will be entertained due to any of the risks covered under the policy in respect of shipments made to the buyer during the policy period.  

ii) If the exporter desires enhancement of the buyer loss limit and if the Corporation is satisfied with the reasons, the same may be agreed to with proportionate increase in the premium payable for the rest of the policy period from the month following the request for change subject to a minimum of three months.

iii) Similarly, the Corporation will have the discretion to reduce the loss limit on an insured buyer with corresponding reduction in the premium amount payable for the rest of the policy period from the following month.

iv) The actual turnover in the prescribed format would be required at the time of renewal of the policy;

v) The exporter is required to obtain the prior approval of the Corporation for extending the due date for any shipment, if the revised due date is beyond 180 days from the date of shipment.

vi) The non-receipt of payments is to be notified within 30 days from the due date or extended due date of payment;

vii) The claim is required to be filed in the prescribed form with in one year from the due date of payment;

viii) On payment of claim, any recovery effected, shall be shared with the Corporation in the same proportion in which the loss was shared.  However, the expensed incurred by the exporter for recovery with the prior approval of the Corporation shall be first charge on the amount recovered and the amount recovered net of recovery expenses shall be shared as explained.

ix) The exporter is required to submit the proposal form prescribed with the non-refundable policy fee of Rs.1,000/-.

8) What is the need for introduction of Exposure (Multi – Buyer) Policy?

Some exporters export to large number of buyers.  The number of shipments made by them is also quite high.  They may not find it convenient to apply for buyer exposure policy for all their buyers.  It may also be difficult for them to declare their exports shipment-wise under the Standard policies. In order to meet the needs of such exporters, “Multi-buyers Exposure Policy” has been introduced.

IT-ENABLED SERVICES (SPECIFIC CUSTOMER) POLICY 
1.  What does an IT-enabled Services (specific customer) Policy cover?

 IT-enabled Services (specific customer) Policy is issued to cover the following commercial and political risks involved in rendering IT-enabled services to a particular customer:

(i) Commercial risks: 

(a) Insolvency of the customer.

                  (b) Failure of the customer to make the payment due within a specified period, normally four months from the due date. 

(c) Buyer's failure to accept the services rendered (subject to certain conditions). 

(ii) Bank risks:

(a) Bankruptcy of L/c opening bank

(b) Failure of L/c opening bank to make the payment due within a specified period, normally within four months from the due date (Non-payment due to discrepancies in the document will not be covered)

 

(iii) Political risks:

 

(a) Imposition of restrictions by the Government of the customer’s country or any Government action which may block or delay the   

      transfer of payment made by the customer;

 

                  (b) War, civil war, revolution or civil disturbances in the customer’s country; 

 

                  (c) New import restrictions or cancellation of a valid import license by authorities in the customer’s country; 

                

                  (d) Cancellation by the Govt. of India a legally valid and binding contract between the exporter and the customer.

2. What types of ITES contracts that will be eligible for cover?

ITES policy will provide cover in respect of contracts for rendering service during a defined period with billing on the basis of service rendered during a period say, a week, a month or a quarter, where the payments due for the services rendered will be received in foreign exchange.

3.  What are the important features of IT- enabled services contract that will be eligible for cover under IT-enabled services policy?

Some of the important features of the IT enabled services contracts are as follows:

(i)
The contract would be for providing certain service during a defined period.  It is not for completion of a particular work or job.

(ii) Billing would be for the service rendered during a pre-determined interval – a week, a fortnight or a month. The contract should  

            stipulate the manner for assessment of service rendered, periodicity of billing, manner of acceptance and due date for the 

            payment of bills.

(iii) Where there is a non-payment problem, there can be certain services invoiced and accepted but not paid, certain services 

            invoiced but not accepted yet and certain services rendered but yet to be invoiced.  

(iv) There can be cases where there is no physical documentation. The entire process may be carried out through electronic media 

             including billing.  Consequently, there may not be any bank, which handles the documents.

(v) The contract could also provide for detection of mistakes or errors while rendering the service and the procedure for correction. Penalties or reduction in payment for errors and omissions are also possible.

4.  What are the important features of the IT-enabled services policy?

Some of the important features of these policies would be as follows:

i. Monthly declaration indicating the services rendered, invoices raised and invoices paid will have to be submitted by the exporters in the prescribed form.  No separate overdue report will be necessary.  In case of non-payment, the loss covered would be the invoices accepted but not paid, invoices raised but not yet accepted and services rendered but not invoiced (for one billing cycle only). 

ii. The policyholder has to specify in advance the manner in which the work in progress would be estimated. (The reports could indicate the volume of work done and the rate to be applied on the defined unit to arrive at the work done. It could be a document giving the man hours spent and rate per man hour or it could be a simple number of days worked and rate per day).

iii. Liability of the Corporation would be for the services rendered and reported in the monthly declaration.

iv. The Corporation will have the right to examine the books of accounts and other documents of the exporter either on its own or through an authorized agency prior to admission of claim. Certification by banks may be dispensed with in cases where it is felt that it is not possible.

v. The contract should provide for a clear acceptance mechanism in respect of services rendered and, if possible, a procedure for arbitration. It should also provide for rectification of mistakes – errors and also omissions. The Corporation would not cover any loss due to errors or omissions.

vi. Cover will be given only up to 80%.

vii. The documentary requirements for the Policy would be specified separately for each type of risk taking into consideration the special nature of the transaction.  Prior to admission of claims, the Corporation may seek a verification of exporter’s books of accounts either by its own officers or by outside professionals.

The policy will be offered for contracts, which contain standard terms and conditions as per the norms and practices of the IT-enabled Services export industry.

5.    What are the applicable premium rates under ITES (specific customer) Policy?

 The premium rates for covering all services rendered in a policy year under the ITES (specific customer) policy are given below.

	Country grouping

 
	Premium rate 

Paise per Rs.100/- of loss limit

	
	For covering commercial & political risks  Customer / Bank
	    For covering only political risks 

	A1
	            140
	         30

	A2
	190
	70

	B1
	240
	120

	B2
	290
	170

	C1
	320
	190

	C2
	340
	210

	D
	360
	230


6) What is the procedure for payment of premium under ITES (specific customer) Policy?

Exporters opting for this Policy would be offered the option to remit the premium either on a quarterly installment basis or on an annual basis.  Where the exporter opts to pay premium on an annual basis, a discount of 5% would be given in the premium payable. Premium for every quarter shall be payable in advance prior to the beginning of the quarter.  In case of any delay, the cover shall not be available in respect of shipments made during the period from the beginning of the quarter up to the date of remittance. Where the premium amount is paid on a quarterly installment basis, should a claim arise prior to the remittance of some of the installments, the entire amount shall become payable before the claim is filed by the exporter. Premium once paid is treated as non-refundable.  In case the Corporation withdraws cover during the period of the policy due to any reason, the proportionate premium for the balance period in months beyond the month in which the cover is withdrawn will be refunded subject to retention of minimum premium equivalent to 25% of the total premium. 

7) What are the other procedural requirements under the ITES (specific customer) Policy?

x) The policy would specify the loss limit up to which claim will be entertained due to any of the risks covered under the policy in respect of services rendered to the customer during the policy period.  

xi) If the exporter desires enhancement of the customer loss limit and if the Corporation is satisfied with the reasons, the same may be agreed to with proportionate increase in the premium payable for the rest of the policy period from the month following the request for change subject to a minimum of three months.

xii) Similarly, the Corporation will have the discretion to reduce the loss limit on an insured customer with corresponding reduction in the premium amount payable for the rest of the policy period from the following month.

xiii) The actual turnover in the prescribed format would be required at the time of renewal of the policy;

xiv) The exporter is required to obtain the prior approval of the Corporation for extending the due date for any service rendered, if the revised due date is beyond 180 days from the date of rendering of such service

xv) The non-receipt of payments is to be notified within 30 days from the due date or extended due date of payment;

xvi) The claim is required to be filed in the prescribed form with in one year from the due date of payment;

xvii) On payment of claim, any recovery effected, shall be shared with the Corporation in the same proportion in which the loss was shared.  However, the expensed incurred by the exporter for recovery with the prior approval of the Corporation shall be first charge on the amount recovered and the amount recovered net of recovery expenses shall be shared as explained.

xviii) The exporter is required to submit the proposal form prescribed with the non-refundable policy fee of Rs.1,000/-.

INSURANCE COVER FOR BUYER'S CREDIT AND LINE OF CREDIT

What are Buyer's Credit and Line of Credit? 

Buyer's Credit is a credit extended by a bank in India to an overseas buyer enabling the buyer to pay for machinery and equipment that he may be importing from India for a specific project. 
A Line of Credit is a credit extended by a bank in India to an overseas bank, institution or government for the purpose of facilitating import of a variety of listed goods from India into the overseas country. A number of importers in the overseas country may be importing the goods under one Line of Credit. 

What protection can be provided by ECGC to the banks under Buyer's Credit and Line of Credit and what are the relevant conditions? 

ECGC has evolved schemes to protect the lending banks from certain risks of non-payment. These covers take the form of an agreement between the lending bank and ECGC and are issued on a case to case basis. Credit terms and the length of the credit period should be in conformity with what is appropriate for the export of the relevant items. There should be adequate security for the repayments to be made by the borrower. 

Cover can be granted either for political risks or for comprehensive risks. Political risks covered under the scheme are: 

1. The occurrence of war between the country of the overseas party and India. 

2. The occurrence of war, hostilities, civil war, revolution, rebellion, insurrection or other disturbances in the country of overseas party. 

3. The operation of law or of an order, decree or regulation having the force of law which in circumstances outside the control of the lender and/or the overseas party, prevents, restricts or controls, the transfer of the sums due to the lender by the overseas party under the Financial Agreement. 

If ECGC agrees to provide comprehensive risks cover, the risk of protracted default of the borrower to pay the amounts due under the loan agreement and insolvency of the borrower, where applicable, will be covered in addition to the political risks mentioned above. The premium rates applicable to comprehensive risk cover will naturally be higher than that for political risks cover. Normally ECGC covers up to 85% of the loss. 

What are the applicable premium rates? 

The premium rates depends on the country to which exports are made and the period of repayment. 

When is the premium to be paid for the cover for Buyer's Credit and Line of Credit? 

At least 20% of the total amount of premium should be paid in advance. The balance amount of premium may be paid on a quarterly basis in proportion to the amount of credit disbursed.
