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Instructions

This document will be discussed at the meeting of the ICC Banking Commission to be
held in Beijing on October 25, 26, 2011.

Written comments are also desired from national committees of the IFA and ICC.
Written comments should be received not later than November 25, 2011.

The Drafting Group wishes to acknowledge and thank the members of the ICC
Consulting Group and the IFA Market Practice Committee their valuable input to

this project and for their comments and responses to < stions and previous drafts.

When replying in writing we require that you please:

A) Restrict your comments at this time to the actual text of the URF.

B) Comments from the national committee must be contained within ONE email.
Please only provide comments once you have completely reviewed the document.
Comments received outside of the national committee process will not be considered.
C) Comments must be in a “word” format and refer to the line number(s) in the “clean”
draft where the comments apply / a change is suggested with the text that should be
inserted or

deleted. Please do not cross refer to comments previously made or earlier in the

same set of comments. The document has been 'locked' in a pdf format so that

the line numbers should be consistent wherever you are based and whatever size
papéer you use to print the document.

D) DO NOT forward with the attached text. We only require an email with specific
comments - no attachments.

E) Your reply be sent to Natalie Montelongo, nmo@iccwbo.org, only.
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Article 1 - Scope and Application of the Rules

The Uniform Rules for Forfaiting (URF) are rules that apply to a Forfaiting Transaction when the
Parties expressly indicate that their agreement is subject to these rules. They are binding on all
Parties thereto except so far as modified or excluded by agreement.

Article 2 - Definitions

2.1

For the purpose of these rules:

Availability Date — means the last day on which the Seller deliver to the Buyer Satisfactory
Documents or satisfy any other Condition. In the Secor’ y M. et, if the Availability Date is
described in a Forfaiting Confirmation as ‘immediately available’ or similar terms, that means the
day falling 10 Business Days after the Trade Date.

Business Day - means a day on which the place of business where an act of a kind subject to
these rules is to be performed is regularly open for the performance of such an act.

Buyer - means the Party buying the Payment Claim.

Condition — means, in the Primary Market a condition set out in the Forfaiting Agreement and, in
the Secondary Market, a condition set out in the Secondary Sale Terms and/or a Forfaiting
Confirmation; [the delivery of Satisfactory Documentation being, in both cases, a condition.]

Credit Support Document - means any document evidencing an obligation of a person other
than the Primary Obligor to make payment in respect of the Payment Claim.

Forfaiting Agreement —means, the written agreement between the Primary Forfaiter and the
Initial Seller reflecting the terms of the Forfaiting Transaction.

Forfaiting Confirmation ~ means the Secondary Market document signed by the Seller and
Buyer reflecting the Secondary Sale Terms or as may be otherwise agreed by the Seller and the
Buyer.

Forfaiting Transaction - means the sale by the Seller and the purchase by the Buyer of the
Payment Claim on.the terms of these rules.

Initial Seller - means the Seller who first sells the Payment Claim to the Primary Forfaiter, which
could be a Primary Obligor when he creates the Payment Claim in favour of the Primary Forfaiter.

Obligor - means the Primary Obligor and/or any other obligor in respect of any Credit Support
Document.

Parties - means the parties to the Forfaiting Transaction (each a "Party").

Payment Claim - means all the rights to receive payment from the Primary Obligor of a specified
amount on a specified date or dates or on demand.
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Points of Reserve - means, in relation to the Forfaiting Transaction, those obligations of the
Seller that the Buyer has agreed may be satisfied as at the Reserve Date.

Primary Forfaiter - means the Party who first purchased or otherwise acquired the Payment
Claim from the Initial Seller.

Primary Market - means, a sale of a Payment Claim by an Initial Seller to a Primary Forfaiter.

Primary Obligor - means the person or persons primarily responsible for payment of the
Payment Claim.

Purchase Price - means the amount (or the formulae for ¢ “tion of an amount) agreed
between the Seller and Buyer to be paid for a Payment £ .a.

Repurchase Terms - means the terms on which the Seller must repurchase any Payment Claim
from the Buyer if the Points of Reserve are not unconditionally or irrevocably satisfied by the
Seller by the Reserve Date.

Required Documents - means, in respect of the Forfaiting Agreerent or the Forfaiting
Confirmation:

(a) the document or instrument evidencing the Payment Claim together with any document
issued by the Primary Obligor supplementing or accompanying the Payment Claim.;

(b) any document or instrument which is, or should be, known by the Seller, as at the
Settlement Date, to be required to transfer ownership of the Payment Claim or to be
presented when enforcing or otherwise exercising rights to receive payment on the
rele’ nt payment date in relation to the Payment Claim or the Credit Support

Documents;
(©) any Credit Support Document;
(d) any other document, specified in the Forfaiting Agreement or the Forfaiting Confirmation

which may include documents relating to the Underlying Transaction; and

(e) any document which the Buyer is entitled to request pursuant to, in the case of a
Forfaiting Transaction in the Primary Market, Article 6.3 or, in the case of a Forfaiting
Transaction in the Secondary Market, Article 9.4.

Reserve Date - means the date by which the Points of Reserve have to be satisfied by the Seller.

Satisfactory Documents - means Required Documents that are satisfactory in accordance with
the Forfaiting Agreement or the Forfaiting Confirmation as determined pursuant to Article 6 or
Article 9 as applicable.

Secondary Market - means a sale of a Payment Claim by a Primary Forfaiter or a subsequent
Buyer to, in each case, another Buyer.
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2.2

Secondary Sale Terms - means, in the Secondary Market, all of the terms and conditions of the
Forfaiting Transaction agreed orally and/or by written exchanges between the Seller and the
Buyer on or before the Trade Date.

Seller - means the Party selling the Payment Claim.

Settlement Date - means the day falling three (3) Business Days after the date on which the
Buyer has determined that it has received Satisfactory Documents, or if relevant is deemed to
have received, Satisfactory Documents.

Trade Date - means:

(@) in relation to a Forfaiting Transaction taking plz° a th. ‘rimary Market, the date on
which the Primary Forfaiter and the Initial Selle: sign the Forfaiting Agreement; or

(b) in relation to a Forfaiting Transaction taking place in the Secondary Market, the date on
which the Seller and Buyer agree the Secondary Sale Terms.

Under Reserve — means, in either the Primary or the Secondary Market, any payment made or to
be made by the Buyer that is specified as being conditional upon Points of Reserve.

Underlying Transaction - means the transaction pursuant to which the Payment Claim arises.
Interpretations

Unless the context otherwise requires:

(@) any/ ference to the singular number shall include the plural and vice versa;
(b) headings are fof convenience only and shall not affect the interpretation of any Article;
) all rules shall relate to the Primary Market and the Secondary Market except where

expressly provide to the contrary.

Add more interpretations]

Article 3 - Without recourse

3.1

3.2

On the relevant Settlement Date, the Seller sells to the Buyer and the Buyer buys from the Seller
the Payment Claim without recourse with the consequence that the Buyer shall have no claim
whatsoever against the Seller, any prior seller or the Primary Forfaiter for the non-payment of any
amount due in respect of the Payment Claim excepting, and subject always to, the provisions of
Article 12 or, if different, the Forfaiting Agreement or the Forfaiting Confirmation.

Nothing in these rules shall affect or reduce the obligations of a Seller who is a Primary Obligor
or any other Obligor in respect of that Payment Claim and rights shall exist as against those
persons as permitted under the terms of and the law applicable to that Payment Claim.
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Article 4 - Forfaiting Agreements in the Primary Market

4.1

4.2

In order to create a Forfaiting Transaction in the Primary Market there must be an agreement on
the Trade Date between the Primary Forfaiter and the Initial Seller to sell the Payment Claim.
Such agreement shall be a Forfaiting Agreement if it is made subject to these rules.

it is recommended a Forfaiting Agreement contain at a minimum:

(@) details of the Payment Claim including the amount and currency, the names of the
Primary Obligor and any other Obligors;

(b) a list of the Required Documents known at the da* e Forfaiting Agreement ;
© the Availability Date;
() the Purchase Price; and

(e) the estimated Settlement Date if available.

Article 5 - Conditions in the Primary Market

5.1

5.2

Each Party must endeavour to satisfy in full all Conditions in accordance with the Forfaiting
Agreement by the relevant Availability Date.

If any Condition remainsunsatisfied by the relevant Availability Date the Parties may agree to
postpone that Availability Date to such date as the Parties determine as being the date on which
the Condition should be satisfied.

@

Article 6 + Satisfactory Documents in the Primary Market

6.1

6.2

he Initial Seller must deliver the Required Documents to the Primary Forfaiter no later than the
-elevant Availability Date.

The Primary Forfaiter must review the Required Documents (or any clarification, revision or
addition to any previously delivered Required Documents) to determine whether they constitute
Satisfactory Documents and in so doing may consider, without limitation, whether or not:

(@) it possesses satisfactory evidence as to the authenticity of the Required Documents;

(b) the Required Documents delivered are in conformity with the provisions of the Forfaiting
Agreement; and

© each of the Payment Claim and the obligations contained in any Credit Support
Document are legal, valid, binding and enforceable obligations of the relevant Obligor to
pay the relevant amount in full without set-off or counterclaim or any deduction or
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6.3

6.4

withholding for tax or otherwise when due in the currency of the Payment Claim and are
freely transferable in accordance with the Required Documents.

If the documents delivered are not Satisfactory Documents or additional documents are required
or considered to be necessary by the Primary Forfaiter, the Primary Forfaiter must notify the
Initial Seller of such determination (providing details of such determination and what the
Primary Forfaiter requires further) and each Party must endeavour to clarify or agree any
necessary revisions or additions to the Required Documents.

The Primary Forfaiter must notify the Initial Seller when it has d< zrmined that it has received
Satisfactory Documents. The Primary Forfaiter must act in as° Jdance with market practice in its
determination that the Required Documents are satisfacto:

Article 7 - Forfaiting Confirmations in the Secondary Market

7.1

7.2

7.3

7.4

In order to create a Forfaiting Transaction in the Secondary Market there must be an agreement
on the Trade Date between a Primary Forfaiter or a subsequent Buyer to, in each case, another
Buyer to sell the Payment Claim. Such agreement shall constitute the Secondary Sale Terms if it
is made subject to these rules.

The Party which has agreed to prepare the Forfaiting Confirmation (or in the absence of
agreement the Seller) must deliver to the other Party a duly signed Forfaiting Confirmation,
within one Business Day of the Trade Date.

The Forfaiting Confirmation must set out the Secondary Sale Terms.

The Party receiving the Forfaiting Confirmation must within two Business Days of receipt either

(@) sign and return it to the other Party; or

(b) notify the other Party of its disagreement with the terms of the Forfaiting Confirmation
including in such notification details of the points of disagreement,

and if the Party receiving the Forfaiting Confirmation fails to satisfy either of (a) or (b) then that
Party is deemed to have accepted the Forfaiting Confirmation as received by it.
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7.5

If the Party receiving the Forfaiting Confirmation has notified details of the points of
disagreement each Party must endeavour to agree a revised Forfaiting Confirmation. If the Parties
fail to agree a revised Forfaiting Confirmation within two Business Days of the Buyer's
notification, the Parties may take such action as is available to them under applicable law.

Article 8 - Conditions in the Secondary Market

8.1

8.2

Each Party must endeavour to satisfy in full all Conditions in accordance with the Forfaiting
Confirmation by the relevant Availability Date.

If any Condition remains unsatisfied on the relevant Availabil® Jate the Parties may agree to
postpone that Availability Date to such date as the Parties - rine as being the date on which
the Condition should be satisfied.

Article 9 - Satisfactory Documents in the Secondary Market

9.1

9.2

9.3

9.4

9.5

The Seller must deliver the Required Documents to the Buyer no later than the relevant
Availability Date.

The Buyer must review the Required Documents (including a clarification, revision or addition to
any previously delivered Required Documents), when received, to determine whether or not:

(@) the Required Documents are supported by satisfactory evidence as to its authenticity;
(b) the Required Documents are in accordance with the Forfaiting Confirmation; and
© each of the Payment Claim and the obliogations contained in any Credit Support

Document are legal, valid, binding and enforceable obligations of the relevant Obligor to
pay the relevant amount in full without set-off or counterclaim or any deduction or
withholding for tax or otherwise when due in the currency of the Payment Claim and are
freely transferable in accordance with the Required Documents.

The Seller may at any time notify the Buyer requiring it to finish its review within a stated time
which shall not be less than five Business Days from the date of receipt of the notice.

If the documents delivered are not Satisfactory Documents or additional Documents are required
or considered to be necessary by the Buyer, the Buyer must notify the Seller of such
determination (providing details of such determination and what the Buyer requires further)
and the Parties must endeavour to clarify or agree any necessary revisions or additions to the
Required Documents. If no such notice is given by the Buyer by the end of the period specified in
any notice served by the Seller pursuant to Article 9.3, the Buyer shall be deemed to have
received Satisfactory Documents.

The Buyer must notify the Seller when it has determined that it has received Satisfactory
Documents. The Buyer must act in accordance with market practice in its determination that the
Required Documents are satisfactory.
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Article 10 - Payment in the Primary and Secondary Markets

10.1

10.2

10.3

The Buyer must pay the Purchase Price by crediting the Seller’s account on the Settlement Date.

Payment must be made in the currency specified in the Forfaiting Agreement or Forfaiting
Confirmation without deduction or counter-claim.

Payment must be made in immediately available funds at the place stated in the Forfaiting
Agreement or Forfaiting Confirmation as the case may be, provided such Settlement Date is a
Business Day in that place. If the Settlement Date is not a Busins' 5 Day, payment will be due on
the first banking day in that place following the Settlement D-

Article 11 - Payment Under Reserve

11.1

11.2

11.3

11.4

Notwithstanding Articles 6 or 9, if the Parties agree to include in or vary the terms in the
Forfaiting Agreement or the Secondary Sale Terms so that payment by the Buyer can be made
Under Reserve, the Forfaiting Agreement or the Forfaiting Confirmation, as the case may be, must
specify or be varied to specify (a) the Points of Reserve, (b) the date (the "Reserve Date") by which
the Points of Reserve must be unconditionally satisfied by the Seller and (c) the Repurchase
Terms. In the absence of any agreement between the Parties in the Forfaiting Agreement or the
Forfaiting Confirmation, as the case may be, the Repurchase Terms must use the original all-in
discount rate for the remaining period (utilising, save where otherwise agreed, in the case where
a floating rate forms part of the discount rate, the floating rate determined under the original sale
terms).

[Each Party must’ .deavour to satisfy the Points of Reserve by the relevant Reserve Date]

If the Seller. to unconditionally satisfy the Points of Reserve by the relevant Reserve Date, and
the Parties fail v ~ree 3+ xtension tosuch Reserve Date by the relevant Reserve Date, the Buyer
shall be entitled tc »t that the Seller repurchase from the Buyer the Payment Claim on the
Repurchase Terms.

Within five Business Days cf receipt of the Buyer’s request in accordance with Article 11.2, the
Seller must complete the repurchase from the Buyer of the relevant Payment Claim on the
Repurchase Terms and pay the relevant amount by crediting the Buyer's account and otherwise
complying with Article 10.

Within five Business Days of receipt of payment by the Buyer, the Buyer's shall return to the
Seller all Required Documents received from the Seller and must take all actions and sign all
documents necessary to ensure that ownership of the Payment Claim and Required Documents
are re-transferred to the Seller.

[l
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Article 12 - Liabilities of the Parties

12.1

12.2

12.3

A Party to a Forfaiting Transaction shall be liable to the other Party if any of the following events
occur:

(@) it does not have the power to execute, deliver and perform its obligations under the
Forfaiting Agreement or the Forfaiting Confirmation or has failed to take such action as
is necessary to ensure proper execution, delivery or performance; or

(b) its obligations in relation to the Forfaiting Agreement or’ nder the Forfaiting
Confirmation do not constitute its legal, valid and bir" g obligations enforceable in
accordance with their terms.

A Seller shall be liable to its Buyer if any of the following events occur:
(@) any event listed in Article 12.1; or

(b) it is actually aware of an encumbrance, set-off or counterclaim, or other preferential right
in favour of a third party which would materially adversely affect the likelihood of
payment of the Payment Claim on its due date; or

© either the Payment Claim or the Credit Support Documents have not been irrevocably
and unconditionally transferred to the Buyer; or

() it is not, or v’ « be, on the relevant Settlement Date, the sole legal and beneficial
owner of rayn, 2nt Claim.

Subject to tt'  oove, a Seller who is not subject to Article 12.3 or 12.4 shall sell to its Buyer
without recou. "o it pro’ ded that the Seller in the Forfaiting Confirmation has irrevocably and
unconditionally ¢ e (o the Buyer all Required Documents that constitute Satisfactory
Documents.

An Initial Seller shall be lix sle to the Primary Forfaiter if any of the following events occur:
@) any event listed in Article 12.1 or 12.2; or

b) [it has not.complied with and/or has breached any obligations binding on it under the
Payment Claim or the Underlying Transaction; or]

© it is actually aware of any event, circumstances or information relating to the Payment
Claim or the Underlying Transaction which would materially adversely affect the
likelihood of payment of the Payment Claim on its due date.

Subject to the above, an Initial Seller who is not a Primary Obligor shall sell to the Primary
Forfaiter without recourse to it provided that the Initial Seller in the Forfaiting Agreement has
irrevocably and unconditionally delivered to the Primary Forfaiter all Required Documents (if
available) that constitute Satisfactory Documents.
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12.4

12.5

12.6

12.7

12.8

12.9

The Primary Forfaiter shall be liable to its Buyer if any of the following events occur:
(@) any event listed in Article 12.1 or 12.2; or

(b) it has not taken all reasonable steps to verify the authenticity and binding nature of the
signatures of the Initial Seller and the Obligors on the Required Documents provided to
the Primary Forfaiter, or obtained satisfactory legal opinions in lieu thereof; or

© it did not, at the time it purchased the Payment Claim, take all reasonable steps to verify
that the relevant Payment Claim is legal, valid, binding a< 1 enforceable against the
Primary Obligor and that the Payment Claim (or the }* gt of it) is capable of being
freely transferred/assigned; or

@ it has not checked that the Required Document: reflect the relevant Underlying
Transaction.

Subject to the above, a Seller who is a Primary Forfaiter shall sell to its Buyer without recourse to
it provided that the Primary Forfaiter in the Forfaiting Confirmation has irrevocably and
unconditionally delivered to the Buyer all Required Documents (if available) that constitute
Satisfactory Documents.

The Parties may agree to any additional fact, event or circumstance for the purposes of any of the
above articles in Article 12.

A Seller is only liable to its immediate Buyer but may agree in a Forfaiting Agreement or in a
Forfaiting Confirmiation that it shall be liable to Buyers other than its immediate Buyer in respect
of all or any of the above agreed events either by stating that liability for such events are for the
benefit of st. 1 future Buyers or by permitting assignment of the liability for such events or by any
other legally effective means.

In all cases, the relevant events set out above as between the Seller and its Buyer shall survive
execution of the Forfaiting Agreement or the Forfaiting Confirmation and the Settlement Date.

Nothing in any part of the rules shall change the liability of a Seller as set out in this Article 12.
If an event occurs so that a Party is liable to the other Party then the without recourse provisions

of the rules shall no longer apply and the Parties shall have such liabilities as are determined
under the relevant applicable law.
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Article 13 - Notices

13.1

13.2

Any notice or other communication (other than Secondary Sales Terms made orally) delivered in
respect of the Forfaiting Transaction must be in writing and may be made by electronic means,
fax or letter to the relevant contact numbers and addresses set out in the Forfaiting Agreement or
the Forfaiting Confirmation.

Any notice, communication or document sent, including any Forfaiting Confirmation, shall be
deemed to have been received:

(@) if sent electronically, on the day of transmission;

(b) if sent by fax, with a confirmed receipt of transr* .on 1. m the sending machine, on the
day on which transmitted; and

© if sent by letter, on actual delivery.
A notice or communication given in accordance with the above but received on a day which is

not a Business Day or after normal business hours in the place of receipt shall be deemed to have
been received on the next Business Day.

Article 14 - Funding Compensation

14.1

14.2

Unless specified in the Forfaiting Ag. ment of the Forfaiting Confirmation if the Forfaiting
Transaction is cancelléd inaccordancy rth the rules, neither Party shall be obliged to
compensate the other Party for any cos. ; or expenses incurred in unwinding, breaking or
redeploying any funding taken by the other Party in connection with the Forfaiting Transaction.

Nothing contained in Article 14.1 shall otherwise affect the rights of one Party to claim against the
other Party for any breach by the other Party of any term of the Forfaiting Agreement or Forfaiting
Confirmation.

[12]
Document 470/1183



