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General Characteristic of International Trade Frauds ﬂ\

%’

The Professionals N

Most fraudsters in LC operations are amateurs, not being a
professional like the famous SOLO case in Dubai.

The SOLO owner established his company just to create
LC frauds whereby the applicant and the beneficiary are
from the same gang. The drawing from one LC is used to
pay off the next LC when due. The goods are declared as
expensive metals but in fact are rubbish.

Later on it expanded to one stop services, buying out
freight forwarder and sea carrier for smooth and also
safer operations.

In the first shipment, real containers are used. These real
container numbers are used repeatedly to other
consignees in the next few shipments to create
creditability.

After a chain of such transactions, SOLO becomes a VIP

customer for 90% of banks in Dubai. 3



The Amateurs |

Over 90% of LC frauds-are created by the amateurs who \J
establish their companies originally to do legitimate !
international trade.

Unfortunately due to lots of reasons, such as bad
management, bad luck or bad economy, their cash flow
becomes very tight. To keep afloat, they are forced to commit
trade frauds to use the drawing under LC to pay off the
retreat arrangement for their families to a foreign land.

During such period, they are very stressful, being chased by
creditors everyday by phone, email and other means.
Hence when they prepare the fraudulent documents they are
under high stress and in great haste, thereby revealing a
lot of red flags or foot prints for an experienced consultant
to identify the underlying frauds.

But these footprints may not raise suspicions to the average
document checkers who are not familiar with trade
practices in transport, cargo insurance and commodities
trade. 4



An LC Fraud Case from Hong Kong in 2013 ,;
7T\

A middleman (my client) bought copper cathodes of CFR 1;;;7

value USD 4.67 millions from an Upstream Seller by LC to be !
re-sold to a Downstream Buyer.

On 29 Feb 2012, an LC was issued, calling for 500 MT of
copper cathodes of Japanese origin shipped from any
Japanese port to Shanghai, China.

The LC calls for 90 day sight drafts drawn on issuing bank
available by negotiation by any bank.

Third party documents are acceptable.

On 1 March 2012, the beneficiary’s banker in Hong Kong
negotiated the documents and claimed payment fromtissuing
bank in China.

Later, the applicant found that there was no such shipment
and the documents were proven fraudulent.

The applicant sued the issuing bank and the negotiation bank
for negligence (not exercising reasonable care) in examination

of the documents for compliance. .
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7 PROMISE LIMITED

FLAT/RIV A1 4/F BUILDING - DES VOEUX ROAD CENTRAL SHEUNG WAN HK
CONIMERCIAL INVOICE
Tor .- . UNITED GROUP IMPORT AND tnvelceNo: CPLLHI2-0228
CLBEXPORT CO, LTD - B Invoice Dater | FED. 25,2012
23/F PLAZA NO HEY] STREET, Gontact No.:  CPLLF120220
NINGBO P.R. CHINA ’ : Contract Date: FEBR, 20,2012
From? | MIZOSHIMA, TAPAN - - : To: SHANGILAL CHINA o
‘wewos 0 - - 8300 524 ' ' o -
. Marks ) " miatariat - ‘ Quantity } © T Unit Price % Amount
." - ) ’;‘_”_,__—’-—‘—,—"":‘*““,**—____H'. _. 7 ) . .
CNM | COPPER CATHODES F T 1 cFm SBANGHAL | .
ORIGIN:JFAPAN | S0L.083MT - USD9329.060/MT USD4674603.31
BRAND:TAM . - 1 . :
PACKING: IN BUNDLES!
TOTAL: . USPD4674603.31

SAV TOTAL: 1.8 DOLLARS FOUR MLLIOT;I STY HUNDRED AND SEVENTY FOUR
THOUSAND SIX HUNDRED AND THREE CENTS THIRTY ONE.

For and on behall of

. U AR 7 PROMISE LIDMTTED
T iariied Sanatirels
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PROMISE LIMITED

FLELAT/RM Al 4/F BUILDING CDES VOEUX ROAD CENTRAL SHETUING WAN HK
. e

PACKING LIST

thvoles No.: CPELHIZ.O228 . —Bate: FEB. 28,2012
To: : L UNITED GROUP MORTAND EXPORY CO., LT
23/F PLAZA WO, HEVYISTREET, NINGBCO PR, CHINA
From: - .M.IZUSHIMA. IAPAN . : Tex 5E fANGHAI JORINA
Marks and No ; _ ' Mater;at i 1 Quantty | ] " Package- : GwW - - oohMw . Meas
- . - -’ S ]
P |

M COPPER CATHODES )
'ORIGIN:JAPAN . | 501.083MT |184BUNDLES
BRAND:YAM P

PACKING: - XN . S +
BUNDLES S _ |1

501.350MT | S0L.OSAMT /

TOTAYL: IS4RITNDIES 50135901 S01L.683MT

Tl oL T _Far end &n be}ma' of
A . PROMISE LMI'ED
T -8

T Hniherined Signaturetey




ORIGINAL

PROMISE

FLA'f!RMAI 4 BUILDING DES VYO X ROAD

o _,/ - _ .
CERTIFICATE OF QUALITY

TTED

TRAL SHEUNG WAN HX

s

DATE: FEB. 28,2012

. MATERJIAL: COPPER CATHODES -
: BRANI) TAM P

o QUA‘N‘I‘ITY GROSS WBIGI—IT s01 359MT
) NET WFIGH'I‘ 501.083MT
' "NUMBEROF B{?NDLES 184

-

a PACKING‘ N BEENDLES

I —

We Hereby Certify That The Above Mentioned Goods Are According to

Standard Specifications As Described In the Respective Contract.

s
) Fa.r am:! on Behalf of
PROWSE LM'I'BD

i E=d

i el rieteat el e T T L T,
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PROMISE LIMITED

FLAT/RVI A1 4/F BUILDING DES VOELUX ROAD O SHEONG WAN HIK

CERTIFICATE OF ORIGTIN

ﬁATE: FEB. 28;26)12 |
. MATERIAL: COPPER CAFHODES - '
o BRAND:TAM. . P Lo
- QUANTITY GROSS WEIGH'I‘ 501 359M’l" _' o
_ ) NEI‘W’EIGHI‘ 501.083MT -
_*NIMEROFBUNDLES ‘184 - S
PACKING: IN BUNDLES ..

| COUNTRY OF ORIGIN: JAPAN '

WE HERERY CERTIFY THAYT THIS CARGO IS OF JAPANESE ORIGIN

For arré?ﬁ !-ehaz.' of .

...........................................................




JOCEAN

BILL OF LAéiNG

Shipper .
. = RESOURCES COLLIMITED

TFratyapor or
Bhipront

. GIS0IAG227
Conslgnes
CTG CRBER
: . P - e —
T S S LN R
E L - LLogdetics 7 aemreRe - ! .
Moty addrass - % /

PROMISE LIMITED 5
FLAT/RM - AL 4/F BUILDING i JPoent Dewads S
DES VOELIX ROAD CENTRAL SH EU NG : T " - )
WaAM HK CH"I LGGIS’HCS CO.,LTD
. . N - B : TFL 86-21- 55152765
a?m-cwﬁag.br ._/Pﬁ&dwmpm
o . MEIZLISHIMA JAPAN
. Masset . ) - - Portof lesding N
MUISE 197W MIZUSHIHA,JAPAN
For fdischargs - Place of delvary by on-carriec” . ~ N L - o .
T SHANGHAIL CHINA SHAMGHAL ,CHINA 7 - v ) T B - X - - .. Lot . - -
- Bumizer and kind of packages: doscrinton of goods ) - Moasuremont .

Marks and Numbers

PORT OF LOADT
FREIGF‘I'!" PREPAID

o L LT Fg&!@i S_,.-

*-_;,“%E&:zﬁ

20 corstainer(s) ***DETARLS AS Paa A‘ET&CHED LIST *v= ..

w.

CLEAN ON BOARB({18/02/2012)
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CONTAINER INFO.

KMBUZ05 1650
KMBUZO75872
TGHU2TOGO6E
TRHUB15774

S TTMU18ST 623
TTNUIRT7EOS
KMBU2077741
KMBU2050165

. TTNU1BSE5D4
roKUesaTaoT: | - -

o TGHU1TI4664 ’

. KMBU20B0BG4

KMBUZO7S5688

TOHUITIZO?S

GLBUIRSRZ218

KMBUZOSE270 -~ -

KB 2060804 .

TaHUiTeasss - - -

ECIUBI0S813

_ TRE#J1819980

COPPER CATHODES |
PORT OF LOADING MIZUSHIMAJATAN
DATE: 18/02/2012

1
1
1
]
1
1
1
1
T3 CONTAINER:
1
1
&
1
3
1
1

CONTAINER
CONTAINER
CONTAINER
CONTAINER -
CONTAINER
CONTAINER
CONTANER
CONTAINER

CONTAINER
CONTAINER -
CONTAINER
CONTAINER
COMNTAINER

CONTAINER

CONTAINER
1 CONTAINER
4 CONTAINER

T4 CONTAINER

1 COMTAINER

ZAOR0. COKGS
24963 . DOKGS
24206 00KGS
240217 00HGS
24990 .00KGS
25220.00KGE
25260, 00KGS
24911 .00KGS

282092 00KGS.

24BES OOKGS
24950 00KGS

2HI1300KEGS

24987 DOKGE -

. ZE3T0.00KGS

2EPA0.OOKGS
25018.00KGS.
2EGTE.OUKGS

| 24918 .00HEGS

5118 00KES
Z25225.0KGS

20 CONTAINERS

501359 .00KGS
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How to Prevent International Trade Frauds? n{\
q

%

KYCC (Know Your Customer’s Customers) to be strictly
observed by applicant, issuing-bank and negotiating bank.

Engage an expert to draft the terms in contracts and LC to
offer best protection and to avoid frauds.

For large amount, use FOB exclusively to charter your own
ship to pick up the commodities goods. Then the applicant
can stop the payment timely before presentation.

If CIF is a must, arrange a reliable buyer’s agent to inspect
goods before shipment and to supervise loading.

Arrange for vessel checking services by ICC International
Maritime Bureau (IMB) through the issuing bank that has
subscribed for such services to check for update location and
route of the cargo ship. IMB can also verify the
genuineness of the bill of lading for a fee.

Be familiar with backbone doctrines and trade practices
in chartering, cargo insurance and commodities. 12



International Fraud Rules

M

originates from Sztejn v J Henry\]J
Schroder Banking Corp,. 31 NYS 2d 631 (1941) in which the
court adjudicates that "The principle of the independence
of the bank’s obligation under the letter of credit should
not be extended to protect the unscrupulous seller”.

originates from United City. Merchants v

Royal Bank of Canada, (1982) QB 208, in which the, court of
appeal adjudicates that: "...even though the sellers were
not party to this fraud, the bank was entitled to refuse te
pay...even though it was forged other than by the benéficiary,
and there was no reason for distinguishing from a document
which was a nullity, one which was in any way false to the
knowledge of a third person”.,

originates from United
Trading Corp SA v Allied Arab Bank, (1985) 2 Lloyd’s Rep at
861, in which the court adjudicates that: "The evidence of
fraud must be clear, both as to the fact of fraud and as to
the bank’s knowledge. The mere assertion of allegatlon
of fraud would not be sufficient”.



How A Buyer Should React And Protect His Interests When|
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Involved in Trade Frauds? 5\
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1 If no goods are shipped, demand a report from the carrier.
Otherwise arrange inspection by-an authoritative surveyor to
issue a survey report as a documentary evidence.

2 Notify the police and all the banks involved for the trade
frauds to hold payment pending court injunction.

3 Concurrently apply for interim injunction or court.order to
stop payment from a local court with the surveyor report.

4  If the containers have rubbish, get approval from police to
dump them.

5 If the goods are of poor quality but still merchandisable,
follow advice from insurer on protection, warehousing
and extended insurance cover on courtesy basis.

6 Arrange prompt sales to a third party to minimize loss.

/7 Otherwise the goods will be stolen, damaged by fire, decay
if perishable due to no one attending to them. X






