INSURANCE
Cargo Insurance:

Purpose: It is used to protect the cargo owner’s financial interests, while their cargo is exposed to the risks of transit. When goods are shipped, it is handed over to the shipping company. The Shipping company gives Bill of Lading as an acknowledgement. When the company takes the charge, it is also responsible for the goods until the goods are discharged at the port of destination. They are responsible only for damage due to shortcomings from the shipping company. But if the loss is due to Acts of God, shipping company is not responsible. Therefore, insurance is necessary. If loss is occurred due to the shipping company, the shipper has to prove:

· The cause of loss.

· The loss has occurred while the goods were in possession of the carrier.

· The carrier is directly liable for the loss.

Airlines also put a upper limit of the damages that they would pay and is printed as the fine print of Bill of Lading. Normally the airlines’ liability is US$20 per Kg for foreign destinations. But the shippers have the option of declaring a higher value for the shipment for which they have to pay a higher freight. The ocean carrier also usually declare the upper limit of their liability. It is usually US$500 per customary shipping unit(CSU). 1CSU=1 20feet container.

The sources for obtaining cargo insurance are

· Freight forwarder: they have an open policy, a facility that they give to their clients. These are called Open Cargo policy. 
· Insurance company specializing in ocean and air cargo insurance. The agent or the broker often represent insurance companies that often specialize in ocean and cargo insurance. 
Open Cargo Policy: these are used when the shipper has a continuous flow of goods. You have to play a lower premium rate. The shipments that are made are automatically covered. The coverage is from warehouse to warehouse basis. The open policy can tailored to meet a shipper’s specific needs such as, returned or refused shipments, part of inland transit, shipments sold on CIF terms, etc. the shipper is required to submit a monthly report of all shipments policies and the details of premiums paid. 

Special Marine Policy: Policy designed to cover individual shipments. There is no automatic coverage. For each shipment, a different policy has to be taken. Once the shipment is completed and the coverage has ceased, the policy automatically terminates. 

TYPES OF COVERAGE
1. Named Perils: This includes perils of sea, fires, jettisons, barratry (fraud, gross negligence of the ship’s master or the crew), explosions, hurricanes, earthquakes, and other risks. They are usually FPA but can also be WPA depending upon how shippers with the company.
2. Broad Named Perils: This covers a greater number of risks, Theft, pilferage, non-delivery, fuel oil damage, damage by contact with other cargo, breakage and leakage. Usually WPA.

3. All Risks: This is the broadest type of standard policy covering all physical loss or damage from any external causes. 

TERMS:
FPA (Free of Particular Average): Partial loss would not be entertained by the company.

WPA (With Particular Average): Partial damage would also be covered by the company.

 All the above coverage do not include losses caused by improper packing, abandonment of cargo, rejection of goods by customs, inherent vice, employee dishonesty, loss in excess of policy limits, barge shipments, war, strikes, riots, trade losses, loss of market, etc. 

Above risks can also be covered by making additional payment of premium.

General Average: this clause stipulates that if any shipper sustains loss or damage for the general benefit of the vessel then all parties shipping their products on the vessel must contribute proportionately to reimburse the sufferer for the loss. It means that some action has been taken to safe the ship and whatever possible cargo. In the process some cargo may get damages. So all other shippers whose cargo has not been damaged, will contribute for compensate. 
Salvage Average: the salvage charges are paid to the third party that renders services in a time of a cargo peril. These charges are paid proportionately by all those who have benefited from the services. The value of the cargo is generally determined by the cost of the cargo, insurance, freight, at an addition of 10%. 

Contingency Insurance: In many cases, the product is sold under the terms that require the buyers to provide the insurance cover. If the exporter feels that the insurance provided by the importer is of lesser value as compared toteh value of the goods, the exporters too take an insurance policy.

FILING OF THE CLAIM
In case of international shipments, the consignee (the receiver), is likely to be the first party who will discover the damage or the loss of the shipment. The receiver therefore must thoroughly inspect each shipment note any signs of damage or loss on the delivery receipt. Even if there is no outward evidence of loss or damage, its important to inspect the cargo for any hidden damage. When the loss or damage is discovered, the consignee must take all possible action to minimize the loss or damage. Any expenditure that he incurs for minimizing the loss, shall be reimbursed by the insurance company. The shipping container, packing material, damage merchandize, and shipping documents should be kept as evidence for the loss and the for the claim purposes. If any loss or damage is suspected, the insured party must immediately file a claim with the carrier to avoid failing deadlines. If he fails to take this step or signs a waiver of carrier responsibility, it may result in loss of coverage. The consignee must inform the nearest claim agents so that a survey of the damage can be arranged. Once the claim has been lodged, evidences have been given, the required documents have been submitted, the insured party must check with the insurance company if any other formality has to be done so that nothing is lacking in filing of the claim.
EDI(Electronic Data Interchange)
