INCOTERMS 

Group E – Departure Term 

There is only one term in this group – Ex Works named place (EXW) 

It can be used for any type of transport but it should only be used if the buyer can undertake all of his responsibilities.

Incoterms 2000 has made it a specific responsibility of the buyer to arrange for the goods to be loaded on the collecting vehicle.

The exporters risk and responsibilities end when the goods are packed ready for export at his premises.

The buyer must arrange export customs clearance (though he may ask the exporter to assist in obtaining any Export Licence that may be required, organise transport to the destination, pay all costs and bear full transit risk.

It should be stressed that the exporter is not responsible for loading the goods onto the buyers transport but if the buyer has a problem organising loading the term may be adjusted to read Ex Works loaded.  Failure to adjust the term could lead to the exporter being legally exposed if anything were to go wrong during loading. 

Under Ex Works the exporter should not organise transport or arrange for the goods to be customs cleared (though the exporter must provide a Commercial Invoice) as it is not protected if there is a dispute. In fact Freight companies can legally claim freight charges from exporters under Ex Works contracts if the exporter booked the shipment and the buyer refuses to pay when the goods are delivered. 

 If the exporter does intend to undertake these activities the term FCA Sellers premises should be used instead. 

Group F-Main Carriage Unpaid by Seller 

FCA named Place

This term can be used for any mode of transport. Risk of loss or damage passes to the buyer once the goods are in the hands of the first carrier at the named place in the Exporters country. FCA can be used in two different ways. 

FCA Sellers Premises 

This use of FCA means that the exporter delivers the goods and transfers risk once the goods have been loaded onto the buyers transport at the seller’s premises. 

In addition it is the exporters responsibility to clear the goods for export. If the buyer does not give specific transport instructions the exporter may arrange transport on behalf of the buyer at the buyers risk and cost. This use of FCA has been designed to replace the previous misuse of Ex Works.

Unfortunately division of costs under FCA is not as clear as it should be. The exporter should have no cost after the goods are loaded at his premises but as it is his responsibility to clear the goods for export, unless this happens at the seller’s premises (under local export clearance) then this will happen at place of shipment. This leaves an ambiguous division of costs and if export clearance is delayed incurring storage the question arises of who should bear these charges. 

It is advised that this should be covered by careful wording in the contract and should not detract from the fact that using FCA seller’s premises will protect exporters better than the misuse of Ex Works. 

FCA named Place of Shipment 

Under this use of FCA delivery takes place and the risk passes to the buyer when the goods are placed at the disposal of the first carrier at the named point, though the exporter does not bear the risk of offloading the goods at that point or loading them.

The seller’s costs include delivery to the Export point and Customs clearance. This makes the term a suitable replacement for FOB when the goods are moving by sea freight. If the buyer does not specify a carrier or delivery point, exporters can legally undertake to select the place of delivery that best suits their purposes on behalf of the buyer and at the buyers risk and cost. 

FOB - Free on Board named port of shipment.

This term should only be used if the goods are being moved by sea freight.. It is not applicable for any other mode of transport. 

The exporter legally delivers the goods and the risk of loss or damage is passed to the buyer once the goods have physically crossed the ships rail at loading and the goods are cleared for export. If no ships rail is crossed the exporter has not legally delivered the goods. He also cannot fulfil his obligations under the contract as the evidence of carriage required under FOB is a Bill of Lading or Sea Way Bill. FCA named place of shipment should be used if the ships rail does not apply. 

FAS – Free alongside ship named port of shipment

This term should only be used if the goods are being moved by sea freight. 

The exporter is responsible for delivering the goods to the export point but it should be noted that the seller is responsible for export customs formalities. 

Risk or loss or damage and all further responsibilities are the buyers once the goods are alongside the ship at the delivery point nominated by the buyer. 

Group C –Main Carriage paid by Seller

There are four C Terms. Under these terms the exporter is responsible for arranging and paying for carriage to a destination port or place in a buyer’s country but delivery takes place and the risk passes to the buyer once the goods pass the ships rail. 

CFR – Cost and Freight to named Port of destination 

Should only be used for Sea freight. 

Delivery is made and risk transferred once the goods pass the ships rail at loading. Export customs clearance is the sellers responsibility and the seller must bear all costs in getting the goods to the named Port of destination but is not responsible for off loading. 

CIF – Cost, Insurance and Freight to named port of destination 

Same as CFR except exporters must take out insurance cover on behalf of the buyer even though risk is not the exporters once the goods have crossed the ships rail at loading. 

The insurance certificate / policy is issued on behalf of the buyer and should be sent to the buyer if a claim is to be made.

The insurance cover should always be for 110% of the value of the shipment. 

CPT – Carriage paid to named place of destination

Can be used for any mode of transport. Delivery takes place and risk is transferred when the goods are placed at the carrier’s disposal at the place of shipment. 

The exporter is not responsible for any import costs. 

CIP – Carriage and Insurance Paid to named place of destination 

Can be used for any mode of transport 

Same as CPT but in addition the exporter must arrange insurance of the goods on behalf of the buyer the same as in a CIF shipment. 

Group D – Arrival Terms 

There are five D terms.  The main difference between this group of terms and the C terms is that under all D terms it is at the exporters risk until the goods arrive at the named place of destination. 

DAF – Delivered at Frontier named place. 

Used when goods are being delivered across a land frontier point so not applicable to sea freight. 

The exporter bears all the risks and costs up to the named place, at which place delivery takes place. It is important to clearly define the frontier point. 

The Exporter is responsible for export formalities. 

Off loading of the goods at the named place and import customs clearance is the responsibility of the buyer. 

DES – Delivered Ex-Ship named port of destination 

Used for sea freight only 

Delivery takes place, risk transfers and the exporter has no further costs when goods arrive at the named port and are placed at the disposal of the buyer on board the ship. 

DEQ- Delivered Ex-Quay named port of destination 

Used for Sea freight only 

The difference between this and DES is that delivery to the quay or wharf means the exporter is responsible for off loading the goods from the vessel and bears all the risks involved. 

Import clearance is the responsibility of the buyer. All costs once the goods are off loaded including terminal charges and import clearance, dutie4s and taxes are for the account of the buyer.

DDU- Delivered Duty Unpaid named place of destination 

Can be used for any mode of transport. All charges are paid for by the exporter up to the named point, except import duties and taxes. The exporter is not responsible for off loading the goods at the named point.

This term can have two uses: -

DDU named place of arrival (e.g. JFK Airport)

Very similar to CPT except the exporter does not deliver the goods nor does risk pass until the goods have arrived at the named point.

Or

DDU buyer’s premises. The exporter must pay for delivery to the buyer’s premises and is commonly used if goods are shipped by a courier “door to door” service. Import clearance and the payment of duties is the buyers responsibility and the buyer bears all risks or costs if there is a clearance delay.

DDP -Delivered Duties Paid named point of arrival

Can be used for any mode of transport. 

As under DDU, the named point can either be the port or the buyers premises. All duties and taxes should be paid by the exporter.

It is generally unwise for the exporter to take responsibility for import duties and taxes in the destination country as these costs are difficult to identify directly. 

This term should not be used if the seller is unable directly or indirectly to obtain any necessary import licence or complete import customs formalities. 

