INTERNATIONAL TRADE CONTRACTS AND RELATED ISSUES
International Chambers of Commerce
UCPDC: they are all the time under review. Based on the experience they are revised once in a while. The last revision came in 1993. it is called UCP 500(Uniform Customs and Practices 500). 
Payments can be made by several other methods besides LC. 

Uniform Rules for Collection (URC) have been devised by ICC and are accepted world over. The current code is URC 522. 

Defining functions, risks and responsibilities of the parties involved in transportation of goods from the point of dispatch to the point of receipt. These terms are called Incoterms. These are standardized terms and conditions which seek to define aspects such as,

1. Who will arrange and pay for the carriage of goods from one point to another

2. Who would bear the risk if these operations cannot be carried out (functional Responsibility)

3. Who will bear the risk of loss or of damage to goods in transit.

The first edition came in 1936. Last revision was in 2000 which governs the current incoterms. These are called Incoterms 2000.

It also acts as the dispute settlement body. ICC has come out with the rules of conciliation and arbitration. These rules can be incorporated in the contract. ICC has offices all over the world. In India they have office in FICCI, New Delhi. They have a panel of experts who serve as arbitrators. Their arbitrations are accepted widely. 
FORMAT OF AN INTERNATIONAL TRADE CONTRACT

There are various associations for various products (e.g., for green coffee beans there is European Coffee Association, New York Green Coffee Association) ECA has come out with the standard sale and purchase contract which is known as European Coffee Contract(ECC). You can specify everything(price, quality, etc.) in the documents, and then mention that “rest as per the ECC enclosed”. Similarly we can use NYGCA, GAFTA(Grain and Feed Trade Association), ASTA(American Spice Traders’ Association). Majority of exports made from India of Spice fall under this. 

These are known as written contracts. 
There could be occasions where you trade everyday, the pace of trading is so fast that you are not able to keep the record of the transactions separately. If is not necessary that you make one separate contract. If there is some piecemeal communication with the buyer, a collection of such contracts will be one Constructed Contracts. But provided it has all the required information as required in a written contract. 

CONTENT OF CONTRACT
One of the main contents is Product Description and Specification.

It is the duty of exporter to ensure that the product shipped is in conformity with the standards and specification agreed upon. Many times the sale is made upon the approval of the samples. The contract should indicate the quantity in specific terms. It is better wherever the situation applies to have a tolerance of the quantity (+/-). If you ship a lower quantity, the importer has a right to refuse the acceptance of the consignment. In case, however, he accepts the lower quantity then he is bound to make the payment for that quantity. Similarly, if you ship excess quantity, the importer may refuse to accept the excess quantity. But if he accepts, he has to pay for the excess quantity. The goods delivered by the exporter should be in conformity with the contract. Unless, the contract, specifically mentions that goods to be supplied may be second hand ones, all supplies have to be of new and unused goods only.
Packing Marking and Labeling:

The export contract should clearly indicate the requirements, specially insisted upon, by the importer with regards to packing, marking and labeling. If any special stipulation has not been made, a reasonable packing will be provided. Reasonable Packing refers to; the exporter shall provide such packing, as is required, to prevent damage to, or deterioration of goods during transit to their final destination. And that it would be strong and protective enough to withstand without limitation, rough handling during transit and exposures to vagaries of temperatures, salt, and precipitation during transit and open storage. All packages have to be clearly marked and labeled as required in the contract. 

Price and Total Value:

The contract should clearly mention the price (US$300/MT FOB Mumbai INCOterms 2000)
If possible the total value should also be mentioned.

PRE-SHIPMENT INSPECTION

To avoid any ambiguities regarding the quality, quantity and other relevant details(packing, marking, labeling) of the products, the importer and exporter should settle these issues before the shipment is made. To ensure this they decide upon an Independent Inspection Agencies. There are general agencies, and also specialized agencies who specialize in special products or group of products. Inspection that is made at the port of loading. They also agree that the inspection report given by the inspection agency will be final and binding on both the parties. Therefore, when the inspection report comes, it becomes a part of the transferred documents. After this, no further claims regarding quality, quantity, etc can be made. Both parties must also decide about the payment to the inspection agency, that is, who should pay. Mostly it is the seller who pays it. And the buyer decides who will inspect.  But this is not compulsory. Where the stuffing is done inland, the inspection agency will inspect in the inland depot. 

SHIPMENT / DELIVERY PERIOD

· The contracts should clearly indicate stipulations with regard to the delivery period. Usually at the point of finalization of the deal, the shipment period is also finalized upon in which the shipment would be made. Date of shipment, is the date on which the consignment leaves the country port. 

Terminology commonly used are:
· Immediate Shipment: under ECC, immediate means within 15 days. 

· Prompt Shipment: Under ECC, prompt means 30 days. 

Until the shipment is under some such a contract, such terminologies should be avoided. 

If the shipment is delayed even a single day, the buyer may reject the contract as it will have been violated. Therefore a provision should be made in the contact regarding the delayed shipment. Like, if the goods arrive late, the price of the goods would be reduced.

MODE OF PAYMENT

The contract should, again, clearly stipulate the mode of payment. If it is LC, what type of LC, if it not LC, is it going to be documentary collection or advance payment, the currency in which the payment should be made. At the time of drawal of contract, the documents that seller would require to furnish the buyers, should also be mentioned. It is generally for the importer to specify for the requirement of the documentation. There are some important documents which are always a part of the total documentation:

1. Shipping Advice

2. Commercial Invoice

a. Variants

3. Packing List

4. Bill of Lading

5. Insurance Documents (insurance certificate / policy)

6. Certificate of Origin.

In addition, depending upon the country requirements the buyer may ask for required documents. The dates should also be mentioned till when these documents should be supplied with. If it is not so, the documents become stale. If this period is not mentioned in the LC, the period is 21 days. If this period expires, the buyer’s bank may not accept the documents. The documents must travel faster than the goods. Since, the buyer cannot clear the goods until the documents are received. 
GUARANTEES / WARRANTEES

The guarantees and warrantees given, if any, should be mentioned in the Contract. 

If exporter is not able to abide by the deadlines of the contract due to some unavoidable circumstances, a special clause is made in the all the International Contracts called – Force Majeure. ICC has defined some of these conditions, also known as Acts of God or Frustrating conditions under ICC Publication No.421. For example:

· War

· Civil war

· Riots

· Natural disasters(storms, earthquake, floods, explosions, fires, strikes and lockouts, acts of authority

There could be provisions under Force Majeure like, the goods are shipped within 15 days after the Force Majeure is over, or something similar.
If a dispute has come up in the contract, there has to be a provision for resolving it. The contract should provide for a mechanism for the settlement of the dispute (Provision for Arbitration). it is fast resolving of dispute and require lesser money. The arbitrators have experience the related area and hence the decisions made by them is acceptable by the parties.
If the parties want to go to the court of law, it should be mentioned in the contract.

If it is arbitrations, which rules of arbitration will apply (ICC, Indian policies, etc)

The place of arbitration should also be mentioned.

