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1.Distinguish between Domestic Sales Contract and Export Sales Contract. Explain 

various international contract terms. 

Ans:- A major point of distinction between a domestic and export contract lies in identiQing 

the proper law governing the export contract. This is not a problem for domestic sales 

contracts because the proper law will always be the Indian law in India. It will be the 

respective national laws in each country so far as their domestic transactions are 

concerned. But in export transactions, there are two nations, that of the exporter and 

importer. Therefore, the question arises, which country's law will apply to an export 

contract. This is a very complex problem bur the principle generally followed is that the 

parties to the contract may agree mutually about the applicability of particular country's 

law.  

The country chosen must be either that of the exporter or the importer. In special 

circumstances, a third country's law may be chosen, provided that the country has 

something to do with the contract. For example, that 

may be the country where the goods will bt re-exported 

by the importer subsequently. Only when the'parhes 

fail to mention the applicable law and a dispute arises 

later on, the court will decide which law should apply. 

Each country's law has developed a set of rules which 

the courts consider while deciding on this issue. This is 

commonly known as 'conflict of laws' situation. Some of 

the factors considered by the courts are: the place 

where the contract is signed, the language the contTact 

is written, the place of business of the parties, etc. 

However, these days, the courts normally identify as 

'proper law', i.e., the law applicable to the contract (as 
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the one where the contract is to be camed out, i.e., the place where the delivery is to take 

place). Since in most export transactions, delivery is made in the exporter's country 

(normally when thz goods are placed on the camer in the exporter's country), the 

applicable law becomes the exporting countries law.   

 

2.What are the objectives of exchange control? Discuss the foreign exchange 

regulation concerning exports 

Ans:- Most of the developing countries including India, found it necessary to continue 

exchange control introduced during the ~ecodkl World War on a systematic and long-term 

basis. Exchange control became essential in view of the substantial requirements of foreign 

exchange for the planned developmental effort undertaken by them. 

In specific terms, the broad objective of the exchange control are: 

 1) to prevent flight of capital 

 2) to ensure the availability of sufficient foreign exchange for specific purposes such as 

meeting the international commitments 

 3) to stabilize the external value of the domestic currency, and 

 4) to insulate the economy from external economic pressures. 

The Foreign Exchange Regulation Act covers the types of transaction having international 

financial unphhons. Broadly the Exchange Control regulates thz following transactions 

: 1) Pwchase and sale of and other dealings in foreign exchange and maintenance of 

balances at foreign centres 

. 2) Procedures for realisation of proceeds of exports 

. 3) Payments to non-residents or to their accounts in India. 

 4) Transfer of securities between residents and non-residents and acquisitjm and holdings 

of foreign secuniies.  

5) Foreign travel with exchange. 

6) Export and Import of currency, cheques, drafts, travellers cheques and other financial 

instruments, securities, etc. 

 7) Activities in India of branches of foreign firms and companies and foreign nations.  

8) Foreign dircct Investment ln India iricluding inves-t by non-resident Indian nationals/ 

persons of lndian origin and corporate bodies pdominantly owned by such persons 
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. 9) Appointment of non-residents and foreign nationals and foreign companies as agents in 

India 

 

3.Explain various types of losses under cargo insurance with examples. 

 

Total Loss There are two types of losses. These are discussed below. Actual Total Loss 

(ATL): An actual total loss may occur in three ways. Firstly when thr, insured cargo is 

physically destroyed when fire in the hold of the ship destroys completely a consignment of 

paper or when a ship sinks in deep water and the ship with cargo is destroyed and there is 

no possibility of salvage (recovery). Secondly the insured cargo is so damaged that it ceases 

to be a thing insured. as in the case of cement that becomes concrete due to 1 I damage by 

sea water. 

 

Constructive Total Loss (CTL) : Unlike the actual total loss, CTL is not a physical loss and is 

not absolute. CTL may be defined as a total loss when the cost of saving, repairing or 

reconditioning the insured goods is more than the value of goods 

Particular Loss There are two types of partial 

losses as explained below: General Average: 

Sometimes a shipowner either sacrifices some cargo 

the shi t is cai~ying or incurs some expenditure 

which becomes necessary to save the journey. Sue:, 

a sacrifice or expenditure will have to be shared-by 

the interests in the saved journey. Ilus, the insured 

will be protected from paying for the loss. Partial 

loss or Average of this nattac is known as General 

Average or GA and comes into being only when the 

ship carrying cargo arrives safely. If a ship is lost 

and does not,therefore, arrive a1 the ultirnatc 

destination, there canbe no GA 
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GA expenditure can be understood clearly from the following examples: i) Some cargo is 

thrown into the sea to lighten the ship in rough weather; ii) Water is poured on cargo (not 

on fire) to extinguish a fire; iii) Expenses are incurred to tow a ship in the danger of sinking 

to the safety of'the port; iv) A part of cargo is burnt to maintain steam in the ship's boilers 

when the ship runs short of fuel due to delay caused by heavy weather 

The working out of the shares and the preparation of the G.4 statement is entrusted to an 

Average Adjuster who is an expert in the field. When the ship arrives at tile destination 

port, it is declared to be on general average by the shipowner and an Average Adjuster is 

appointed. The Average Adjuster will draw up the statement of percentage of GA 

contribution by each cargo owner and calculate the value of sl~ares of all interests. The 

shipowner then requires all these interests including cargo owners to pay a GA deposit and 

execute bond. Thereafter, cargo will be released to the cargo-owners. The shipowner may, 

however, deliver the cargo against either an underwriter's (insuran'ce company's) or a 

banker's guarantee. On completion of final adjustment, the excess, if any, is to be paid by 

the cargo-owner by honouring the bond. 

Particular Average: It is defined as partial loss or damage caused accidentally by a peril 

insured against. Thus, when such a loss takes place, there is to be no contribution from 

other 

interest in the journey, as in the case of General Average loss. It becomes payable only 

when it is covered in the policy. 

 

4. Comment on the following statements.  

a) Export documents do not have legal perspective. 

 b) Advance payments is not free from any kind of credit or transfer risks from the 

exporter’s point of view.  

c) For bulk cargo market, demand frequently 

changes.   

d) Export promotion has not assumed critical 

importance in Indian economy. 

Ans:- 

a) Export documents do not have legal 

perspective. 

The importance of documentation in Exports and 

Imports 
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Commercial purpose: 

Once the export order finalized between buyer and seller, normally a contract of sales is prepared 

mentioning all terms and conditions each exporter and importer should follow. So all related 

documents like invoice, packing list, certificate of origin, insurance, bills of exchange etc. are 

prepared on the basis of sales contract signed by both importer and exporter. 

Legal perspectives: 

In India, all import export trade activities are effected legally as per the guidelines of Foreign 

Exchange Management Act. In each country, there will be government regulatory authority to 

control the import and export of the said country’s trade. The government of each country has their 

own instructions to have export documentation legally must be filed. 

Incentives 

You can not claim any government assistance, support unless you have a proper documentation on 

your exports. There are many financial assistance and supports given government of each country 

to support exporters and earn foreign exchange which is the indication of wealth of the respective 

nation. 

b) Advance payments is not free from any kind of credit or transfer risks from the 

exporter’s point of view. 

Ans:- 

Exporter receives payment from the importer, in advance, before execution of the order. Receipt of 

payment can be at the time of receiving the order, initially, or later, in instalments, but before final 

execution of the order. Payment may be received by means of demand draft, mail transfer or 

telegraphic transfer in the currency specified in the contract of sale.  

 Even in this mode of payment, slight risk exists in the form of exchange risk from the date of 

contract till the date of receipt of payment. Risk appears to be an integral of life, at least the 

slightest! However, importer seldom accepts this method of payment. Importer does not accept the 

mode unless there is heavy demand for those goods in his country or the goods those circumstances 

on are tailor- made to the specific requirements of the importer. In y, exporter can dictate the 

advance payment. 

 When the importer is unknown or his creditworthiness is doubtful and not acceptable to the 

exporter and the importer requires those goods, there is no alternative to the importer, other than 

making a payment. Normally, importing country's exchange control restrictions do not permit this 

type of advance payment. Even when advance payment is allowed, a part payment is made at the 

time of acceptance of order, another part, in stages, while the manufacturing is in progress, after 

verification and balance before shipment, finally. 

c) For bulk cargo market, demand frequently changes. 

Bulk Cargo, by its very nature, can he carried and stored in large quantities. Their market demand 

does not frequently change. These commodities are free from new product developments as 

competitors. Their design does not undergo change. The threat of obsolescence does not exist. 
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Deterioration and depreciation are not significant. Their cargoes are low unit value. If they are 

transported and warehoused in large quantities, their incidental transportation and warehousing 

costs per unit would be low. The commodities having these characteristics are food grains, coal, 

fertilisers, petroleum products and liquefied gas etc. The bulk cargo is divided into two categories, 

viz., Dry Bulk (e.g., food grains) and Liquid Bulk (e.g., petroleum products and oil). 

General Cargo comprises manufactured, semi-manufactured, processed, semi-processed goods 

and materials. Examples are textiles, engineering goods, leather products, pharmaceuticals, spices, 

tobacco and marine products. In contrast to bulk cargo, these are not carried and warehoused in 

bulk quantities due to susceptibility of fast changes in their demand due to greater changes in 

fashion, design, style, technology, season etc. They are carried in small quantities in cases, packages, 

parcels, bales etc. Their per unit cost is also, high and so they can bear higher per unit 

transportation and warehousing costs. 

 

 

 

 

5. Write notes on the following :  

a) Methods of disputes settlement 

 b) Documents Against Acceptance 

 c) Responsibilities of Insured  

d) India Trade Promotion Organisation 

Ans:- 

a) Methods of disputes settlement 

Mediation involves a usually voluntary arrangement 

whereby a third party (a mediator) chosen by the 

parties or by a method approved by the parties 

listens to the argument of each side, discusses the 

case with them separately or together, and tries to 

help them reach a settlement.  

 

 Typically the mediator has no authority but assists 

them in recognizing the strengths and weaknesses 

of their arguments and looks for a solution on which 
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they can agree, usually an agreement on common ground.  Mark McNeil is an experienced 

mediator.   

Litigation 

Litigation is the process of taking a case through the courts for an enforceable settlement, 

although a potential problem is how enforceable the order from a court of one country will 

be in a different country.  The enforceability depends on a number of factors that will be 

considered in a later note. 

Arbitration 

Arbitration involves placing the dispute before one or more arbitrators, who are much like 

private judges.  Several well-known international organizations are available for dispute 

settlement of this sort, following their respective methods of qualifying and selecting 

arbitrators and following their own procedural rules or other rules that the parties 

choose.  Typical costs include fees for the organization as well as hourly fees for the 

arbitrators, in addition of course to the fees of the attorneys that represent the parties in 

the arbitration.  The most reliable are those that have published their fees and rules and 

that have high ratings of fairness, transparency, and consistency from parties whose cases 

they have heard. 

 

 

 

b) Documents Against Acceptance 

As per D.A terms, once the shipping documents along with bills of exchange received by the 

buyer’s bank, the buyer is informed to accept documents by buyer’s bank. The buyer 

accepts documents by signing bills of exchange sent by the exporter, agreeing to pay the 

value of goods shipped as per agreed period of time. (say, 30 days from the date of bill of 

lading, 60 days from the date of bill of lading or 90 days from the date of bill of lading). 

mporter receives original shipping documents by ‘accepting’ bill of exchange. He completes 

import customs clearance procedures with the said original shipping documents and 

approach carrier to deliver cargo to him after completion of such import customs 

clearance.  

The payment against sale of goods is effected up on the maturity day mentioned in the bill 

of exchange 

 

c) Responsibilities of Insured   

Ans:- 
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 All insurance policies impose certain duties on the 

insured.  In some instances, state law - the common law, 

state statutes and regulations, or both - supplement those 

duties.  In order to perfect the claim and obtain insurance 

proceeds, the insured must comply with the various duties 

or establish that he or she was excused from 

compliance.  This chapter identifies and addresses the 

range of issues concerning the insured's duties, including 

their source, how to comply with them, when compliance 

with certain duties may be excused, and the consequences 

of an unexcused breach. 

An insured presenting a claim for insurance coverage must 

satisfy two types of requirements established by the 

subject insurance policy.  First, the claim must satisfy 

the terms of coverage; that is, the claim must fall within the policy's coverage grant and not 

within an exclusion.  Whether the claim satisfies such coverage terms is  

determined by the circumstances of the loss or underlying liability claim, and not by any 

action or inaction of the insured after the loss or claim. 

d) India Trade Promotion Organisation 

India Trade Promotion Organisation (ITPO) is the nodal agency of the Government of India 

for promoting the country's external trade. ITPO, during its existence of nearly three 

decades, in the form of Trade Fair Authority of India and Trade Development Authority, has 

played a proactive role in catalyzing trade, investment and technology transfer processes. 

Its promotional tools include organizing of fairs and exhibitions in India and abroad, Buyer-

Seller Meets, Visit of foreign trade delegations and Information Dissemination. 

 

Main Activities 

Managing the extensive trade fair complexs, Pragati Maidan 

Organising various trade fairs and exhibitions at its exhibition complex in Pragati Maidan 

and other centers in India 

Participating in overseas trade fairs and exhibitions 

Facilitating the use of Pragati Maidan for holding of trade fairs and exhibitions by other fair 

organizers both from India and abroad 

Establishing durable contacts between Indian suppliers and overseas buyers. 
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Encouraging micro, small and medium scale units in export promotion efforts 

Trade Information Services through electronic accessibility 

Organising Buyer-Seller Meets and other exclusive India Shows with a view to bringing 

buyers and sellers together 

 

Disclaimer/Note:  

These are just the sample of the answers/solutions to some of the questions 

given in the Assignments. These sample answers are submitted by students / 

private tutors. These sample answers may be seen as the Guide/Help for the 

reference to prepare the answers of the questions given the assignment. Student 

should read and refer the official study material provided by the university. 
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