Export Import 2025 Individual Control
PART I –
RIME Company is existing since 1860 producing chocolate products, cocoa powder and cocoa pasta to Agro-food industry raw materials. They select carefully their suppliers and supplies from Malaysia are frequent considering the high quality they find there. They have subscribed a marine insurance at a 0.5% rate on 110% CIF value.
You take care of the procurement process and you studied a supplier offer in FOB Malacca instead of an usual purchase French port. The Malaysian supplier preferred FOB sale et you have to consider possible risks of this order on that condition considering that we usually buy CFR. FOB Malacca is accepted at the end.
Question 1
For and against in comparing these two incoterms there through a table. What information have you to provide your insurance company with.

Long time between order date and shipping date
The seller can in CFR include a cost (transport) which may vary
FOB : no need to pay first sea freight
CFR for the buyer that he has not to take care of transport but to pay transport cheaper (without intermediary in Malaysia from a French carrier for instance)
Risk point is the same with FOB as well as with CFR
Insurance
Risk of buying FOB Malacca are :
Increase the freight cost when buying FOB and dollar fluctuation on sea freight
Risk related to goods carriage, risk is transferred at shipping point

Information to insurance company

RIME company
Date on 9th April the latest

According to Policy no …., we advise you of sea transport from Malacca (Malaysia) to Le Havre (France) through sea ship then by inland waterway to Gennevilliers by barge, about 300 t of cacao packed in bags of 50 kg each i.e. 6 000 bags

Shipping date 1st April and 2nd May at the latest on board : …. (ship name)
Sea company reference : CGM
Supplier reference : name and address
Consignee : ourselves, Gennevilliers warehouse

Cargo value ……………………………………………………………… CFR Le Havre
i.e. in letters ……………………………………………………………….
Value covered : CIF + 10%

Greetings


Question 2
a- A letter of credit has to be considered. What information and conditions have to be listed to issue the L/C ? 

Details of the order
Issuing bank
Notfiying bank
Irrevocable of confirmed letter of credit
Date of Shipment
Date of validity

L/C main conditions
Usual references of the buyer : Rime, issuing bank and beneficiary bank (Malaysian seller)
L/C : irrevocable
L/C amount : 333 600 US $ available by partial shipment of (1112 US $ x 300 t )
Goods identification

Special mention : ‘ about’ , useful as the goods itself might show slight fluctuations as far as weight is concerned
Payment : at sight

Required shipping documents : FOB Malacca invoice, weight certificate, on board bill of bill of lading
Shipping date : before 2st April and before 6th May
L/C validity date 


b- What is the expected total cost of this purchase ?
The second shipment moves the BAF to 5%.
The buying cost of Cacao is 1067 € per ton released.

Bank cost
Opening L/C cost 333 600 US $ / 1.10 € = 303 272.73 €
Fixed cost and commission : 114.34 + 0.2% x 302 942.24 = 720.22 €

Expected purchasing cost 

FOB Malacca      303 272.73 €
Freight 47 x 300 / 1.10  = 12 818.18 €
BAF 6 409.09*3,5% + 6409.09* 5%     = 544.77 €
CFR Le Havre                                   = 315 630.67 €
Commission 1890 + 106.71  €       =  1 996.71 €
CFR Le Havre                                  =  318 632.39 €
Insurance        0.5 %                      
Cif le Havre                                      = 320 394.56 € €

Unloading    8765.82 €
Inland waterway  6 555.00 €
Storage  100 x 300 t  =  4 572 €
Financial cost =  720.22 €
Total 22 609.75 €

Duties 6%  x CIF                              = 19 223.67 € €

TOTAL COST                                 362 227.98 €


c- Calculate possible net margin and which market is possible for RIME company ?
per ton 1207.43 € buying cost

+ VAT 
1274,36 € per ton
Margin
FRANCE
     43.52 %

BELGIUM 
55.53 %

Other countries
19.92 %

Belgium is the most attractive but be careful with VAT RATE depending on countries

Appendix 1 Malaysian supplier 1st September
300 tons of cacao, 1112 US$ per ton FOB Malacca, payment by letter of credit at 30 days of shipping date. Packaging bag of 50 kgs
Order 6 months before for the harvest to come – 1 € = 1.10 US $

Appendix 2 Order from RIME dated 3rd September 2020
Purchase of 300 t with an offer in 2 shipment (1st April 2021 and 2nd may 2021)

Appendix 3 Danzas transit agency conditions
Sea freight from Malacca to book one month before shipment
Malacca – Le Havre 45 US $ W/M    BAF 3.5%   transit time 29 days    CGM company
Be careful : possible port congestion : 2 US $ per ton
Carriage prepaid by the forwarder agent at departure
Transit commission 1 890 €        File cost : 106.71 €
Unloading in le Havre and reloading on board barge : 8 765.82 €
Inland waterway transport : 6 555 €
Handling at arrival and storage : 15.24 € per ton
Insurance to our care : 0.45 % on CIF + 10%
Duties 6% VAT 5.5 %



Appendix 4  financial information
Letter of credit opening : commission amount of 114.64 € and 0.2 % on the L/C amount at opening date. The letter of credit is available by partial shipments.
Exchange rate provided by the bank
1st April 1 € = 1.12 US $
1st May 1 € = 1.10 US $
1st June 1 € = 1 US $

Appendix 5 : production 
Production cost of Cacao pasta is 25% of buying cost of cacao. 74% of the production is dedicated to French and Belgian markets. The remaining 26% are shipped outside E.U. .
Commercial cost to French market is 76.22 € per ton ; 99.10 € per ton with Belgian market through traders and 137 € with other countries.
Usual selling prices of Cacao pasta products are :
· 1 829 € per ton in France
· 1 982 € in Belgium
· 1 448 € per ton to other countries

PART II-
Export Documentation and Compliance
A French company is exporting luxury watches to a distributor in Japan. The shipment is valued at €500,000 and requires various export documents and compliance with international trade regulations.
Questions:
1. List the essential export documents required for this shipment and explain the purpose of each document.
For a shipment of luxury watches, the following documents are typically required:
· Commercial Invoice: This document provides a detailed description of the goods, including the price, terms of sale, and the buyer and seller information. It is essential for customs clearance and serves as proof of the transaction.
· Packing List: This document details the contents of each package, including weight, dimensions, and packaging type. It helps customs officials and the recipient verify the shipment's contents.
· Certificate of Origin: This certifies that the goods were produced or manufactured in a specific country. It is used to determine the applicable tariffs and duties.
· Export License: Depending on the product and destination, an export license may be required. This is a government document that authorizes the export of specific goods in specific quantities to a particular destination.
· Bill of Lading: This is a contract between the shipper and the carrier, detailing the type, quantity, and destination of the goods. It acts as a receipt for the shipment and is needed for customs clearance.
· Insurance Certificate: This document provides proof that the goods are insured against loss or damage during transit. It specifies the type of coverage and the value of the insured items.
· Customs Declaration: This form is submitted to the customs authority, declaring the goods being exported, their value, and the applicable duties and taxes. It ensures compliance with customs regulations.


2. Identify any potential export compliance issues that the French company must address before shipping the watches.

The French company must address several export compliance issues before shipping the watches:
· Export Control Regulations: Ensure the luxury watches are not subject to export restrictions or controls. Some high-value or dual-use items may require special licenses or authorizations.
· Sanctions and Embargoes: Verify that the transaction does not violate any international sanctions or embargoes. The company must ensure that neither the buyer nor the destination country is subject to restrictions.
· Product Standards and Certification: Confirm that the luxury watches meet Japanese product standards and certification requirements. This may include compliance with safety, labeling, and quality standards specific to Japan.
· Intellectual Property Rights: Ensure that exporting the watches does not infringe on any intellectual property rights, such as patents, trademarks, or copyrights.


3. Explain the steps the company should take to ensure compliance with both EU and Japanese trade regulations.

To ensure compliance with both EU and Japanese trade regulations, the company should take the following steps:
· Research and Understand Regulations: Conduct thorough research on the specific export and import regulations applicable to luxury watches in both the EU and Japan. This includes understanding customs procedures, tariffs, and non-tariff barriers.
· Obtain Necessary Licenses and Certifications: Apply for any required export licenses, permits, or certifications. This may involve working with relevant government agencies, such as customs authorities or trade departments.
· Hire a Customs Broker: Engage a qualified customs broker with expertise in EU and Japanese customs procedures. A customs broker can assist with documentation, compliance, and navigating complex regulations.
· Ensure Product Compliance: Verify that the luxury watches comply with all applicable product standards and certification requirements in Japan. This may involve product testing, certification, and labeling.
· Prepare Accurate Documentation: Ensure all export documents are accurately completed and submitted on time. This includes the commercial invoice, packing list, certificate of origin, and other necessary documents.
· Monitor Regulatory Changes: Stay informed about any changes in export and import regulations in both the EU and Japan. This includes updates to tariffs, trade agreements, and compliance requirements.


PART III-
A British company regularly sends containers of hazardous chemicals by sea.
Questions :
1. Identify the specific risks associated with the maritime transport of hazardous chemicals.

Sea Transport
Pros:
· Cost: Most economical option for bulk shipments; lower shipping costs.
· Environmental Impact: Lower carbon emissions per ton-kilometer than air transport.
· Capacity: Can handle large volumes and heavy cargo.
Cons:
· Speed: Slowest delivery time, usually taking weeks.
· Reliability: Weather and port delays can affect schedules.
· Security: Higher risk of damage or theft compared to air transport.

2. Propose risk management measures to ensure safety and regulatory compliance.

Given the need to balance cost, delivery time, reliability, and environmental impact, sea transport seems to be the most appropriate mode for this shipment. Here's why:
· Cost: Sea transport is significantly cheaper than air transport, which is beneficial for bulk shipments like 10 tons of electronic parts.
· Environmental Impact: Sea transport has a lower environmental impact per ton-kilometer compared to air, aligning with sustainability goals.
· Reliability: While slower, modern sea transport routes are relatively reliable, and proper packing can mitigate risks of damage.
· Capacity: Sea transport can easily handle the volume of 10 tons without issues.
While the delivery time is longer, planning the shipment well in advance can manage this downside effectively. To further ensure reliability, consider using container tracking and choosing a reputable shipping company.


PART IV- Knowledge

1- What might be reasons for a shipper (exporting company) to charter a vessel

Bulk commodities
Minimum quantity of 300 T
For a period of time
On a geographical coverage

2- What are advantages and inconvenience for a buyer to purchase EXW 2020 incoterm

To buy asks for  a control of transport and customs regulation from the originate place of shipment
To have a proper forwarder able to so do
To be able to load at the customer premises


3- Describe the two steps of export (goods sale) as far as customs is concerned

Export declaration
Export proof of crossing the border to prove exoneration of VAT



