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Incoterms 2020 Transition Guide: Adapting Road Contracts to
Multimodal Rail

A comprehensive legal and commercial framework for adapting GCC cross-border trade contracts, proforma
invoices, and insurance policies from legacy road trucking to the Hafeet Rail intermodal network.

Executive Legal Summary: Cross-border freight moving via road trucking between the UAE and Oman traditionally
relied on FCA (Factory) or CPT/DDP (Road Border) terms. Transitioning to rail transport alters the physical transfer of
custody, risk allocation, and terminal liability points. Using outdated maritime or pure road terms introduces legal
ambiguity regarding demurrage fees and double-insurance risks at rail terminals.

1. WHY ROAD INCOTERMS FAIL IN MULTIMODAL RAIL OPERATIONS

The Flaws of Legacy Contracts:

¢ Ambiguous Risk Transfer: Under FCA (Factory), the seller's risk ends once cargo is loaded onto the first truck. If the
truck delivers cargo to the Al Ain Rail Terminal, the buyer assumes all risk during intermodal transfer, rail transit, and
Omani customs clearance—often without operational visibility.

¢ Uncontrolled Terminal Demurrage: Legacy road contracts do not define who pays container storage or yard
demurrage if customs holds occur at the border terminal due to incorrect digital documentation.

¢ Incompatible Insurance Coverage: Road freight insurance rarely covers intermodal rail loading cranes or container
yard drop-offs, leading to coverage gaps during rail car coupling and terminal handling.

2. COMPARATIVE MATRIX: TRANSFER OF RISK & COST (FCA VS. CPT / CIP)
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3. READY-TO-USE LEGAL CLAUSES FOR PROFORMA INVOICES & SALES CONTRACTS

Legal counsel and commercial managers can insert the following standardized clauses directly into international sales
agreements, Purchase Orders (POs), and Proforma Invoices when routing cargo via Hafeet Rail:

Clause A: Delivery & Mode of Transport (CPT/CIP Rail Terminal)

"Delivery of goods under this Contract shall be executed on a [CPT / CIP - Choose One] Sohar

Intermodal Rail Terminal, Oman (Incoterms 2020) basis.

Risk of loss or damage to the Goods shall transfer from Seller to Buyer upon physical hand-over
of the containerized cargo into the custody of the Rail Carrier at the Al Ain Intermodal Freight
Depot. Seller shall remain responsible for all feeder freight charges, terminal loading fees,

and rail line-haul tariffs up to the named destination terminal."

Clause B: Customs Pre-Clearance & Digital Documentation Liability

"Both Parties agree that cross-border transit relies on digital Single-Window Pre-Clearance

protocols.

(i) Seller's Duty: Seller shall transmit validated digital commercial invoices, HS Code
classifications, and Packing Lists to the carrier at least 24 hours prior to rail dispatch.

(ii) Demurrage Allocation: Any terminal storage fees, yard demurrage, or container detention
charges resulting from incorrect documentation or delayed digital filing shall be borne entirely

by the breaching Party."

Clause C: Terminal Dwell Time & Storage Limits

"The named price includes a standard terminal free-time allowance of [e.g., 48 Hours] at the

destination intermodal yard.

Buyer is obligated to collect containerized cargo within the stipulated free-time window. All
subsequent yard storage, reefer plug-in fees, or delayed drayage costs accrued beyond the free-

time limit shall be billed directly to the Buyer."

4. PROFORMA INVOICE MANDATORY LINE-ITEM STRUCTURE

INVOICE LINE ITEM DESCRIPTION & REQUIRED LEGAL PHRASEOLOGY COST ALLOCATION

Base Cargo Value Ex-Works Goods Value (Manufacturing Cost + Packing) Base Commercial Price
First-Mile Drayage Feeder Trucking: Warehouse to Al Ain Rail Depot Included in CPT / CIP Price
Rail Line-Haul Tariff Hafeet Rail Corridor Transit (Al Ain Ramp to Sohar Depot) Included in CPT / CIP Price

Multimodal Insurance CIP Premium: Institute Cargo Clauses (A) - All Risks Rail Coverage Itemized under CIP Terms
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5. INSURANCE COST REDUCTION: RAIL VS. ROAD RISK PROFILING

Switching cross-border freight from road haulage to dedicated rail freight directly lowers underwriting risk profiles.
Underwriters charge lower marine/transit insurance premiums for rail freight due to significantly lower accident rates, reduced
theft risk, and eliminated border queue damage.

[ AR T ROAD FREIGHT (TRUCKING T BT UNDERWRITING PREMIUM
CORRIDOR) IMPACT
Accident Frequency Moderate to High (Highway Extremely Low (Dedicated 15% - 25% PREMIU
traffic exposure) closed-rail track)
Cargo Theft & Vulnerable at overnight border Sealed containers in secured DEDUCTIBLES REDUCED BY]
Hijacking queues terminal yards
Perishable High (Diesel generator failure in Low (Constant on-wagon LOWER COLD-CHAIN
Temperature Losses traffic queues) power + telematics) SURCHARGES
War Risk / Strait N/A for road, but high for Bypasses Strait of Hormuz
Exposure coastal shipping entirely

6. HOW TO CALCULATE & CLAIM RAIL INSURANCE DISCOUNTS

Step-by-Step Underwriter Negotiation Protocol:

1. Submit Corridor Risk Specifications: Provide your insurance underwriter with the Hafeet Rail technical sheet
(Design axle load 32.4t, non-intrusive scanner protocols, ~100 min line haul).

2. Request Institute Cargo Clauses (A) Revision: Ensure the policy explicitly names "Multimodal Transport including
Rail Line-Haul via Hafeet Rail" rather than standard marine or road-only clauses.

3. Leverage Telematics Data: For reefer cargo, integrate real-time loT temperature logging into the policy agreement
to secure compliance discounts.

4. Recoup Net Savings: Incorporate reduced insurance premiums into your CIP proforma price to offer more
competitive landed prices to buyers in Sohar and Oman.

Action Item for Legal & Sales Teams: Review all existing cross-border sales contracts prior to full commercial line
activation. Update proforma invoice templates with Clause A, B, and C to ensure legal protection and capture landed-
cost savings.



