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Author's Note: After working through a couple of the previous exams, it appears that the multiple choice questions [MCQs] are taken exactly, word-for-word from this section. As such this amounts more to copy & paste than a summary!
Introduction SU 11 pg. 101; par. 11.1
Set of international rules to interpret most commonly used trade terms & reduce confusion/problems.
Set forth by ICC (International Chamber of Commerce).
Incoterm (abbreviation of "international commercial terms") = terms of contract of sale not of carriage/delivery.
They define obligations, risk & costs shared by buyer & seller in transaction relating to delivery of goods.
Organisation of Incoterms 2010 
Consolidated into Table below or see study guide (MO001/3/2015) pages 101 to 102
Description of Incoterms 2010 SU 11 pg. 102-103; par. 11.3
EXW – ex works
Buyer bears all costs & risks involved in taking goods from seller’s premises to desired destination. 
Min. Seller's obligation: to make the goods available at their premises (works, factory, warehouse).
FCA – free carrier
Seller’s obligation to hand over goods, cleared for export, into charge of carrier named by buyer at the named place/point. If no precise point indicated by buyer, seller may choose within the place/range stipulated where carrier must take goods into their charge. When seller’s assistance is required in making the contract with the carrier, seller may act at buyer’s risk & expense. 
CPT – carriage paid to
Seller pays the freight for carriage of goods to named destination. Risk of loss/damage occurring after delivery has been made to carrier is transferred from seller to buyer. Requires seller to clear the goods for export. 
CIP – carriage and insurance paid to
Seller (=CPT plus) but has responsibility of obtaining insurance against buyer’s risk of loss or damage of goods during carriage. Requires seller to clear goods for export & obtain insurance on minimum coverage. 
DAT – delivered at terminal
Seller delivers when goods, once unloaded from the arriving means of transport, are placed at disposal of the buyer at named terminal at named port/place of destination. “Terminal” = quay, warehouse, container yard or road, rail or air terminal. Both parties should agree on terminal and, if possible, a point within the terminal, at which point risks will transfer from seller to buyer. If it is intended that seller is to bear all the costs & responsibilities from the terminal to another point, DAP or DDP may apply.
DAP – delivered at place
Seller delivers goods when they are placed at disposal of buyer on the arriving means of transport ready for unloading at the named place of destination. Parties are advised to specify clearly as possible the point within agreed place of destination, because risks transfer at this point from seller to buyer. If seller is responsible for clearing the goods, paying duties etc., consideration should be given to using DDP term. 
DDP – delivered duty paid
Seller is responsible for delivering goods to named place in country of importation, including all costs & risks in bringing goods to import destination. Includes duties, taxes & customs formalities. 
FAS – free alongside ship
Seller has fulfilled obligation when goods have been placed alongside the vessel at port of shipment. Buyer is responsible for all costs & risks of loss / damage to goods from that moment. Buyer is required to clear goods for export. 

FOB – free on board
Once goods have passed over the ship’s rail at port of export, buyer is responsible for all costs & risks of loss or damage to goods from that point. Seller is required to clear the goods for export. 
CFR – cost and freight
Seller must pay costs & freight required in bringing goods to the named port of destination. Risk of loss or damage is transferred from seller to buyer when goods pass over the ship’s rail in port of shipment. Seller is required to clear the goods for export. 
CIF – cost, insurance and freight
Seller (same obligations as CFR), but also required to provide insurance against buyer’s risk of loss or damage to goods during transit. Seller is required to clear the goods for export.
Notes on Incoterms 2010 SU 11 pg. 104; par. 11.4
ICC outlines four important notes on use of Incoterms in contracts of the sale of goods:
· Clear from contract that parties want Incoterms 2010 rules to apply
E.g. citing specific rule & location with explicit reference to Incoterms 2010.
Prevent misunderstandings = Clarify intended effect of any variants. “Incoterms 2010” vs. “Incoterms” 
· Crucial to use appropriate rule
Consider type of goods, mode of transportation additional obligations, customs particular specified location. 
· Clearly identify the place or port in question 
Failure = Incoterms rule ineffective. Identifying particular place at location =  rule effectiveness. 
· Named place: where delivery takes place & risk passes from seller to buyer under rules EXW, FCA, DAT, DAP, DDP, FAS and FOB. 
· Named place: place of destination to which carriage is paid under rules CPT, CIP, CFR and CIF. 
· Incoterm rules are not law & do not make a comprehensive contract of sale 
Incoterms do not provide for the price or method of payment, do not consider issues of ownership and, importantly, do not deal with breaches of contract.
Summary SU 11 pg. 105-108; table 11.1
	(Code)  Incoterm   (Name of Term)
	Geographical Point
	Brief Description See 11.3 for full

	For Any Mode(s) of Transport

	EXW
	Ex Works
	Place of Delivery
	Seller must deliver goods by placing them at the disposal of the buyer at the agreed point, if any, at the named place of delivery, not loaded on any collecting vehicle. 
Carriage to be arranged by buyer. 

	FCA
	Free Carrier
	Place of Delivery
	Seller must deliver goods to carrier/another person nominated by the buyer at the agreed point, if any, at the named place on the agreed date or within the agreed period. 
Carriage to be arranged by buyer / seller on buyer’s behalf. 

	CPT
	Carriage Paid To
	Place of Destination
	Seller must deliver goods by handing them over to the carrier contracted on the agreed date or within the agreed period. 
Carriage to be arranged by the seller. 

	CIP
	Carriage & Insurance 
Paid To
	Place of Destination
	Seller must deliver goods by handing them over to the carrier contracted on the agreed date or within the agreed period. 
Carriage to be arranged by the seller. 
Insurance to be arranged by the seller. 



	DAT
	Delivered at Terminal
	Terminal at Port or Place of Destination
	Seller must unload goods from the arriving means of transport and must then deliver them by placing them at the disposal of the buyer at the named terminal at the port or place of destination on the agreed date or within the agreed period. 
Carriage to be arranged by the seller. 

	DAP
	Delivered at Place
	Place of Destination
	Seller must deliver goods by placing them at the disposal of the buyer on the arriving means of transport ready for unloading at the agreed point, if any, at the named place of destination on the agreed date or within the agreed period. 
Carriage to be arranged by the seller. 

	DDP
	Delivered Duty Paid
	Place of Destination
	Seller must deliver goods by placing them at the disposal of the buyer on the arriving means of transport ready for unloading at the agreed point, if any, at the named place of destination on the agreed date or within the agreed period. 
Carriage to be arranged by the seller (incl. duties & customs). 

	Sea & Inland Waterway Transport Only

	FAS
	Free Alongside Ship
	Port of Shipment
	Seller must deliver goods either by placing them alongside ship nominated by the buyer at loading point, if any, indicated by the buyer at the named port of shipment or by procuring goods so delivered. 

	FOB
	Free on Board
	Port of Shipment
	Seller must deliver goods either by placing them on board vessel nominated by buyer at loading point, if any, indicated by the buyer at the named port of shipment or by procuring goods so delivered. 
Carriage to be arranged by buyer / seller on the buyer’s behalf. 

	CFR
	Cost & Freight
	Port of Destination
	Seller must deliver goods either by placing them on board vessel or by procuring goods so delivered. 
Carriage to be arranged by the seller. 

	CIF
	Cost, Insurance & Freight
	Port of Destination
	Seller must deliver goods either by placing them on board vessel or by procuring the goods so delivered. 
Carriage to be arranged by the seller. 
Insurance to be arranged by the seller. 



