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WHAT INCOTERMS ARE:

- 13 terms of shipment and delivery created by the International Chamber of Commerce (ICC) for use in  
B2B sales contracts for tangible goods
- translated into as many as 36 major languages by ICC national committees

- widely understood by most experienced foreign traders, with the possible exception of Americans

- written with an eye towards conformity with the UN Convention on Contracts for the International Sale of Goods (CISG) but neutral enough for use with most bodies of law
- periodically updated to reflect trade practice

- abbreviated by three letter English languages acronyms

- always accompanied by a geographic place or range of places.

- self contained.

WHAT INCOTERMS AREN''T

- law.  Incoterms must be specified in sales contracts in order to apply.  This is normally done by citing the current Incoterms version in sales quotations and purchase orders.

- all inclusive.  Often, detailed situations beyond the scope of Incoterms must be covered elsewhere in sales contracts

WHAT INCOTERMS DO

- divide costs, risks and responsibilities between sellers and buyers

- guide one or the other contracting party into subsidiary contracts necessary to fulfill designated Incoterm tasks, such as contracts of carriage and insurance

- mirror seller and buyer responsibilities in 10 categories

- serve as a handy checklist for both sellers and buyers

- provide a handy shorthand by reducing pages of responsibilities to three characters and a place

- reduce the potential for seller-buyer misunderstanding

WHAT INCOTERMS DON'T DO

- convey title.  In foreign trade, access to goods and sometimes title are conveyed through the transport document resulting from the contract of main carriage.  (Contracts otherwise silent about title and subject to the law of a U.S. common law state are covered by that state’s version of UCC §2-401.)
- resolve all problems possible in foreign trade

                                                        DEFINITIONS

The following definitions will greatly assist your grasp of Incoterms 2000.

Pre-carriage: Inland transportation on the seller's side (from the place where the shipment originates to the port, airport or border point where it leaves the seller's side).

Main-carriage: Transportation from the seller's side to the buyer's side.

On-carriage: transportation from the arrival point on the buyer's side to any other place (such as to the buyer's premises).

Door to door: Pre-carriage + main-carriage + on-carriage.

Door to port (or door to airport): Pre-carriage + main-carriage.

Port (or airport) to port (or airport): Main-carriage only. 

Port (or airport) to door: Main-carriage + on-carriage.

Omni-modal: Those Incoterms that can be used for all transport modes (FCA, CPT, CIP, DDU, DDP and, with a stretch of the imagination, DAF).

Marine-restricted: Those Incoterms (FAS, FOB, CFR, CIF, DES and DEQ) that can be used only for vessel shipments.

On-board: A marine transport document stamped "on board" and bearing the date the goods were physically laden on the carrying vessel.

Received for shipment: A transport document evidencing that a named carrier has received described goods for shipment without an “on board” notation.  Although it may indicate the name of the vessel or flight numbers, this document usually is issued prior to actual transport.

Minimum cover: Cargo insurance that covers only minimum perils (ie. total loss, general average, etc.).  Minimum cover is often called "Free of Particular Average” (FPA) in the United States, and International Underwriting Association of London (formerly the Institute of London Underwriters) "Institute Cargo Clauses C" internationally.  
All risk: Cargo insurance coverage that is adequate for most shipments when written on a warehouse-to-warehouse basis and enhanced with "war" and "strike and civil commotion" coverages. (Clauses A)
EX WORKS …..NAMED PLACE (usually the seller's premises)

Location: Incoterms 2000 page 27

Abbreviation: EXW

Breakdown:  

Seller: have goods ready when promised and export packed to the extent the shipping particulars are made known.

Buyer: everything else (pre-carriage, export clearance, main-carriage, import clearance, on-carriage).

FREE CARRIER…..NAMED PLACE (usually the seller's premises or a buyer-appointed carrier terminal on the seller's side)

Location: Incoterms 2000 page 33

Abbreviation: FCA

Breakdown:  

Seller: have goods ready when promised and export packed to the extent the shipping particulars are made known.  If carrier picks up, load collecting conveyance.  Otherwise, deliver to designated place (buyer appointed carrier terminal) without unloading.  Arrange export clearance. 

Buyer: pre-carriage (unless place is carrier's terminal) main-carriage, import clearance, on-carriage.

FREE ALONGSIDE SHIP…..NAMED PORT OF SHIPMENT

Location: Incoterms 2000 page 41

Abbreviation: FAS

Breakdown:  

Seller: deliver the goods, appropriately export packed, alongside the vessel designated by the buyer at the port designated by the buyer.  Arrange export clearance.  

Buyer: vessel loading, main-carriage, import clearance, on-carriage.

FREE ON BOARD…..NAMED PORT OF SHIPMENT

Location: Incoterms 2000 page 49 

Abbreviation: FOB

Breakdown:  

Seller: deliver the goods, appropriately export packed, past the rail of the vessel designated by the buyer at the port designated by the buyer.  Arrange export clearance. 

Buyer: main-carriage, import clearance, on-carriage.

COST AND FREIGHT …..NAMED PORT OF DESTINATION

Location: Incoterms 2000 page 57
Abbreviation: CFR 

Breakdown:  

Seller: deliver the goods, appropriately export packed, past the rail of the vessel, and pay all transport costs to the port of destination.  Arrange export clearance. 

Buyer:  import clearance, on-carriage.

COST INSURANCE AND FREIGHT …..NAMED PORT OF DESTINATION

Location: Incoterms 2000 page 65
Abbreviation: CIF

Breakdown:  

Seller: deliver the goods, appropriately export packed, past the rail of the vessel, and pay all transport costs to the port of destination.  Purchase at least minimum cover marine cargo insurance.  Arrange export clearance. 

Buyer:  import clearance, on-carriage.

CARRIAGE PAID TO …..NAMED PLACE OF DESTINATION

Location: Incoterms 2000 page 73

Abbreviation: CPT

Breakdown:  

Seller: deliver the goods, appropriately export packed, to the first carrier to transport the goods to the named place of destination by a usual route and in a customary manner, and pay all transport costs to the place of destination.  Arrange export clearance. 

Buyer:  import clearance, on-carriage if the place of destination is an arrival point (airport, seaport).

CARRIAGE AND INSURANCE PAID TO …..NAMED PLACE OF DESTINATION

Location: Incoterms 2000 page 81

Abbreviation: CIP

Breakdown:  

Seller: deliver the goods, appropriately export packed, to the first carrier to transport the goods to the named place of destination by a usual route and in a customary manner, and pay all transport costs to the place of destination.  Purchase at least minimum cover marine cargo insurance.  Arrange export clearance. 

Buyer:  import clearance, on-carriage if the place of destination is an arrival point (airport, seaport).

DELIVERED AT FRONTIER…..NAMED PLACE  (usually a border location)

Location: Incoterms 2000 page 89

Abbreviation: DAF

Breakdown:  

Seller:  deliver goods appropriately export packed to designated border place without unloading.   Arrange export clearance. 

Buyer: import clearance, on-carriage.

DELIVERED EX SHIP …..NAMED PORT OF DESTINATION

Location: Incoterms 2000 page 97

Abbreviation: DES

Breakdown:  

Seller: deliver the goods, appropriately export packed, on the vessel at the named point at the named port of destination, and pay all transport costs involved in getting them there.  Arrange export clearance. 

Buyer: import clearance, on-carriage.

DELIVERED EX QUAY …..NAMED PORT OF DESTINATION

Location: Incoterms 2000 page 105

Abbreviation: DEQ

Breakdown:  

Seller: deliver the goods, appropriately export packed, on the quay (wharf) at the named port of destination, and pay all transport costs involved in getting them there.  Arrange export clearance. 

Buyer: import clearance, on-carriage.

DELIVERED DUTY UNPAID…..NAMED PLACE OF DESTINATION

Location: Incoterms 2000 page 113

Abbreviation: DDU

Breakdown:  

Seller: deliver the goods, appropriately export packed, to the named place of destination , and pay all transport costs involved in getting them there.  Arrange export clearance. 

Buyer: import clearance, on-carriage if the named place is an arrival point (airport or seaport).

DELIVERED DUTY PAID…..NAMED PLACE OF DESTINATION

Location: Incoterms 2000 page 121

Abbreviation: DDP

Breakdown:  

Seller: deliver the goods, appropriately export packed, to the named place of destination , and pay all costs involved in getting them there.  Arrange export clearance and import clearance

Buyer:  on-carriage if the named place is an arrival point (airport or seaport).

INCOTERMS FOR DOMESTIC USE
Contract law is state law in the United States.  However, in order to achieve predictability in domestic trade, all 49 common law states and to a great extent Louisiana model their commercial law on the Uniform Commercial Code (UCC).  In 2004, the UCC was revised to eliminate its terms of shipment and delivery formerly found in §2-319 through §2-324.  States are slow to enact this UCC revision, but in time they will likely do so, with the result that there will no longer be definitions of these terms available in law.

Incoterms provide a very desirable alternative.  They are reflect trade practice, are kept up-to-date, and domestic use provides uniformity in a company’s international and domestic business.

Based on Incoterms 2000, the likely matchup follows:

Former UCC term


Incoterms 2000
F.A.S.




FAS
F.O.B. ORIGIN, freight collect

EXW

F.O.B. ORIGIN, loaded on car or vehicle
FCA + origin point

F.O.B. ORIGIN, freight prepaid

CPT or CIP

F.O.B. DESTINATION, freight collect
NONE

F.O.B. DESTINATION, freight prepaid
DDU or DDP

C.I.F. and C.&F.



CIF or CFR

C.I.F. and C.&F. net landed weights
NONE

DELIVERED EX SHIP
`

DEQ

NO ARRIVAL, NO SALE

NONE

REVISION OF INCOTERMS 2000
· Likely late 2010 or early 2011

· Will specifically cover domestic as well as international use and provide a better replacement of F.O.B. destination, freight prepaid for domestic transactions of pre-imported product
· Will provide for cargo security information and formalities

· New name may not reflect year

· Next Drafting Group meetings Helsinki (May), Paris (August), Brussels (November) + at least three more, all in Europe
· Officially closed for new recommendations but I may be able to sneak one in if urgently required.

· Contact: fjr424@aol.com
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