Covering Letter to the ECIB (EP)
Ref.No: 

Date: 

Name of the Insured Bank

(Address)

Dear Sirs,

Re: Your Proposal for issue of ECIB (EP) Cover No ____________________ on account of Exporter M/s __________________________________________________________ against Guarantee or Letter of Credit No ________________________

With reference to your proposal dated ______________, we are pleased to  enclose  the ECIB (EP) Cover No ______________________ on the above, details as per the schedule,  subject to the terms and conditions of the Cover, Bank’s Proposal and documents submitted therewith. Our Cover is further subject to the following additional conditions:

1.
Bank’s Sanction Terms;

2.
 Bank’s compliance of RBI Guidelines;
3.
No invocation or any other adverse developments has taken place.
We explain below brief salient features of the ECIB (EP) and also the important terms & conditions for your reference and compliance. 
SALIENT FEATURES

1. Risks Covered: The ECIB (EP) cover protects you against losses that you may incur on account of Guarantee or Letter of Credit given by you on behalf of your exporter client either due to the Insolvency and/or the Protracted default of your exporter client.
2. Maximum Liability: The Maximum Liability is the overall maximum limit up to which the Corporation shall pay claims in respect of the cover granted under the captioned ECIB (EP).. 
3. Percentage of Loss Covered: The percentage of loss payable by Corporation under this Cover is 75 Percent of the Value of Guarantee or Letter of Credit Issued by the Insured. The amount payable shall however be 75% of the loss or upto the Maximum Liability whichever of the two is less. 
4. Premium: The normal rate of premium is 6.5 paise per Rupees 100 per month payable on the Guarantee or Letter of Credit value offered for insurance. (Is this necessary ? and what happens in case of Guarantees in foreign currency ?)
5. Payment of Advance Premium: According to the Section 64VB of the Insurance Act 1938, an insurer shall not assume a risk unless the premium is paid in advance before the commencement of the risks. You are therefore advised to kindly comply with the requirement of remittance of premium in advance. 

IMPORTANT TERMS AND CONDITIONS TO BE OBSERVED

For you to avail the benefits of the Insurance cover, it is important that the ECIB (EP) Bond and the brochures issued by the Corporation have been duly read by you. The following important terms and conditions for your reference and compliance are as under :-
(I) 

(II) 

(III) 
(a) 
(b) 
(IV) 

(V) 

(VI) 
(a) 
(b) 
(VII) 
 




· The bank shall, at the request of the Corporation, supply to the Corporation any information in its possession. Bank shall also take, at its own cost, reasonable steps to obtain for the Corporation any information or any document in the possession of any third party relating to or connected with the accounts under the ECIB. The banks shall also extend all cooperation to the Corporation when it decides to examine, verify or take copies of any letters, accounts or other documents in the possession or control of the bank relating to or connected with the account.
· Please note that the Bank Guarantee/ letters of credit given by the Insured in lieu of Advance payment, are to be utilized directly for relative export obligation related to the underlying project/contract for which the said guarantees/ letters of credit have been issued and not for other purposes such as facilitating financial re-engineering/ restructuring or debt swapping arrangements etc.which do not have a direct relationship to the export obligations to be undertaken by the exporter.
· Against the advance payment and performance monies received under the said bank guarantee/letters of credit issued by the insured, the Insured shall maintain an ‘escrow account’ opened in the name of the exporter in order to facilitate proper monitoring, greater security, trapping of identified cash flows. Transfer of money back to the beneficiary without pro-rata reduction in value of guarantee is prohibited.

· The ECIB (EP) cover shall be declared null and void, if there is any adverse developments concerning the project / contract and that the invocations of bank guarantee has already taken place.
This covering letter shall form part of the Policy Cover.
Thanking you.

Yours faithfully

(For Branch Manager)

Encl: 
(i) ECIB(EP) Bond


(ii) ECIB(EP) Schedule

�Repetition of the terms can be avoided as it may suggest that the other terms which are not repeated are not important enough. Further they are required to be in sync with what is set out in the policy wordings.


�We are not clear on this.





