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Copyright Notice

“Incoterms” is a registered trademark of the International
Chamber of Commerce (ICC).
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Rules of the usage of ‘Incoterms’

trademark

Use the trademark “//:cote7:2" to refer only to ICC's

@
rifes and other frcoternis® products
servivas from ICC,
» In text, use “ i »oolerms” as an adjective, not a noun.

» Do not use “/caicrns"” without the initial letter as a capital
letter.
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Rules of the usage of ‘Incoterms’
trademark

» Do not use “ncoiess” (without the final “s”). An individual term
from the ‘ncoicrineds rules should be referred to as an Zrcaiarmsd
rule, and never as an “/icolerm”,

» Use the registered trademark symbol ® next to the trademark
“Incoterms’.

» Any use of the trademark " 7zcoiz25" in association with products
and services not from ICC requires a licence from ICC.
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Four Contracts




o can be as simple as offers and conforming
acceptances (usually come in the form of purchase
order)

e should specify the sales terms and payment terms

o should indicate how and by whom the documents
should be prepared

Four Contracts

® Shlpper hands over goods to carrler for

transportation =

compensation (freight charge) which is either paid
by the seller (prepaid) or to be paid by the buyer
| . (collect)

|

\

|
i . e Carrier transports the shlpment in return for
| :

Four Contracts




|7} 3 : 3 ,
=% Le Havre = New-York

Py

~ Vendeur en Europe =

Four Contracts

" » One carrier undertakes all transportation

- responsibility from the seller’s door to the buyer’s
“door S ' -

' @ This contract of carriage includes pre-carriage,

main-carriage and on-carriage

Four Contracts




P Feur Main Centracts s o
~ International Trade

contract

@ A contract between a party purchasing protection
(the assured) and an insurance company (the
insurer)

o The insurer, the party who receives the premium
and promises to pay for the loss

.o The assured, who pays the premium and whose
| loss, if any, shall be paid by the insurer

7'\ Four Contracts

I __—

flain Contracts in
*Internatlonal T rade o

g beneficiary (usually the seller)
Q@

: In the L/C, the bank promises to pay the beneficiary a
: stipulated amount of money at a stipulated time,

- to the L/C terms and conditions
/} Four Contracts

L‘;%m;i".;_‘f______ AR

. Payment Beneficiary
i contract | 3
e Sales contract often specify letter of credit (L/C)

i payment terms -

o L/Cis a contract undertaking by a financial institution

. (usually a commercial bank) to a named party called the

provided the beneficiary submits documents conforming




SEIncoterms 2010
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Introduction

Definition %Incoterms‘“’ 2010
bylhelnlemmionntchamberulCummnrcu[lCG)
Incoterms -- an acronym
for International
Commercial Terms — are a
series of 11 trade terms
used in international sales
contracts to clearly divide
the risks and
| responsibilities of buyers
| and sellers with regard to
‘ the movement of goods
|

between both parties.

Inteodiiction




* international transport,

- insurance responsibilities
and

* customs formalities

How were Incoterms rules

developed ?

ICC derived Incoterms rules
from studies of prevailing
international trade practices, S
publishing the first version of
Incoterms rules in 1936.
Subsequences revisions were
published in 1953, 1967, 1976,
1980, 1990 and 2000

The new version is Incoterms®

2010 which has been effective
since 1 January 2011

Fincoterms

"~ Introduction |(@®
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ﬂ How are they used ?

@ There are 11 Incoterms rules which
can be thought of as representing a
stepladder of increasing
responsibility from the seller’s
premises to buyer’s premises

@ EXW, involving the delivery at the
seller’s factory or warehouse,
represents the minimum
responsibility for the seller

ﬂ How are they used ?

Buyer

@ At the other extreme, DDP,
represents maximum
responsibilities on the part of the
seller, with delivery generally at
the buyer’s premises =)

@ In between these two extremes, there are 9 other
Incoterms rules, representing a range of options
for the division of costs / risks between the
parties




Although the ICC is not the
government, the Incoterms rules are
recognized globally by courts,

governments, banks, insurance
companies and other authorities and
are in constant daily used by most
companies through out the world
which are successfully engaged in
exporting and importing.

E Scope of Incoterms Rules

@ the transferring of risk
the point at which risk Delivery
of loss will be ;
transferred from seller

Point of

to buyer Sellers Risks  Buyer's Risks
o the responsibilities for costs ~ Seller’s Costs  Buyer's Costs

the transport costs that the seller will cover;

who must handle customs formalities and pay

duties; and

in the case of CIF and CIP, the seller’s

responsibilities to provide insurance cover

@ the documents to be provided to the buyer
by the seller




5} Remember that Incoterms rules do not
= give you a complete contract of sale

Incoterms rules, say

nothing about
+ the price to be paid or
+ the method of its payment or
the transfer of ownership of the
goods, or _
- the consequences of a breach of ": :
contract ;

"l Insurance Cover

The Incoterms® 2010 rules are

» the first version of the Incoterms
rules since the revision of the
Institute Cargo Clauses and take
account of alterations made to
those clauses.

+ place information duties relating
to insurance in articles A3/B3,
which deal with coniracts of
carriage and insurance (have
been moved from articles
A10/B10 of the Incoterms 2000
rules).




<Elncoterms® 2010
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Cautions in using

Incoterms® 2010 rules
in International Trade

n Loading obligation - the most
common practice - EXW

+ the seller has no obligation for
loading

+ however, in practice, the seller
assists the buyer with loading
operations, either by bringing the
goods on to the ramp for loading
or by bringing the goods on to
the buyer’s collecting vehicle

IC.

mmmmm
vt

Cautions in'using Incoterms®:2010 rules




.

4+ if delivery occurs

Loading obligation - the most
common practice - FCA

LA T TR

at the seller’s
premises - the
seller has to load
the goods on to

the buyer’s
collecting vehicle

Loading obligation - the most

common practice - FCA

4 if delivery occurs elsewhere - the seller
is not responsible for unloading




+ FOB, CFR and CIF are
appropriate only
when goods are
placed on board the
vessel, which simply
does not take place
when the goods are
containerized

Cautions in using|Incoterms®2010 rules |LeL®)

Tix et

stiral Carriad of Gavioros
A D s L etk A

E Containerization

+ To avoid being at risk after handling over the
goods for carriage until the loading on board
the ship, the seller should refrain from using
CFR or CIF and instead use CPT or CIP, where
the risk passes upon the handling over to the
carrier.

© Cautions inusingiincoterms® 2010 rules’
ﬂ

| vias ational Dhiveber of Dommerss |
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How the goods are handed
over for carriage

Risk / Cost Risk / Cost
transfer point transfer point
under under
FCA FOB
CPT CFR

Port or
CP Inland C

Terminal

1using Incoterms®2010 rules

Carrier:
| am not Insurer:
Seller: liable for I will pay
This is not navigation under any of the
my risk! __errors! A B,orC

Institute
Clauses!

8 Cautions in\using Incoterms®2010 rules Mm‘m
e e eSS TRNESTE RS SN




Buyer

fi_%@;f.;_é irable Inte Insurable Interest

Seller’s risk Buyer’s risk

No Insurance Buyer s “warehouse to-warehouse” insurance

On boardf

Port or
Inland Terminal

i

‘Cautions in usinglincoterms® 2010 rules ICO
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E Incoterms and Insurance

+ A seller who fails to cover himself adequately
in these situations will not normally benefit from
the buyer’s insurance.
The reasons are :

v the FOB-seller is not a
contracting party to the
FOB-buyer’s insurance
contract

¢ the FOB-buyer has no
insurable interest before
the goods have placed on
board the vessel

o Cautions in using Incoterms® 2010 rules (@&
ﬂ _

dar Rational CRATDU ol Cominsss
Txe teve fad Benduncss oo Fz, Wi




EXW FAS FOB FCA

4 8 8 &
CFR CIF CPT CIP

DAT DAP DDP

“Gatitions in usingincoterms® 2010 ttles R
T bl Dnintiess o alAm




_ by the International Chamber of Commerce (ICC)

Incoterms® 2010 rules

and INSUraNce

» The carrier is in principle
responsible for the arrival of
the goods at their destination
at normal speed, undamaged
and without losses.

- However this liability is limited
through international conventions
and through national legislations
and regulations.

2 Incoterms® 2010 rules and Insurance nmdmﬂ
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 The principal rule is that carriers
are responsible for loss caused
by negligence.

« Because of problems related to the
burden of proof, this responsibility
is sometimes considerably reduced.

o It is also very limited in terms
of money.

- Many owners of goods are under the
delusion that if goods are lost or
damaged during transport, this will be
made up or dealt with by the carrier.

- Because of insufficient knowledge
of these aspects too often goods
are sent uninsured.

Incoterms® 2010 rules andInsurance b

# The el bk




« The most opportune solution is to agree
that one of the parties to the contract
insures the entire transport with one
insurer from the place of commencement
of the carriage to the final place of
delivery, where it ends.

» When each party to a contract insures
only its own interest for its leg of transport,
it could be often difficult, if not impossible,
to prove when and where the loss of or damage to the goods
occurred and which insurer has to indemnify for it.

" Incoterms® 2010 rules and Insurance | (@@

Jitemasional A Domegice
T snled broorkess coganiizeitico s

Institute Cargo Clauses (A)

Institute Cargo Clauses (B)

Institute Cargo Clauses (C)

The (A) clauses are most comprehensive

while (C) is regarded as minimum cover.

The (A) (B) and (C) clauses exclude loss and
damage due to wars, strikes, riots and civil
commotion. These have to be covered separately.

6 : Incoterms® 2010 rules and Insurance wﬂmm
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« Similarly as in Incoterms 2000,

in the new edition 2010, there are = Incoterms® 2010

il f1 | by the International Ch

only two terms which deal with
insurance, namely CIF and CIP.

- Under these terms the seller is obliged to
procure insurance for the benefit of the
buyer, whilst in cases of other terms, it is
for the parties themselves to decide
whether and to what extent they want to
cover themselves by insurance.

« The seller must obtain at its own
expense cargo insurance complying
at least with the minimum cover as
provided by Clause C of the Institute
Cargo Clauses (LMA/IUA) or any
similar clauses.

amber of Commerce (ICC)

» The insurance shall be contracted with the underwriters or
an insurance company of good repute and entitle the buyer,

or any other person having an insurable interest in the
goods, to claim directly from the insurer.

8 Incoterms® 2010 rules and Insurance
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CIP and CIF Insurance (Cont'd)

» The insurance shall cover, at a minimum, the price
provided in the contract plus 10 percent (i.e.110 %)
and shall be in the currency of the contract.

- The insurance shall cover the goods from the point of
delivery set out in A4 and A5 fo at least the named
place of destination.

« The seller must provide the buyer with the insurance
policy or other evidence of insurance cover.

- Moreover, the seller must provide the buyer, at
the buyer’s request, risk and expense (if any),
with information that the buyer needs to procure
any additional insurance.

CIP and CIF Insurance (Cont’d)

- When deciding on clauses, it is important to consider, what
damage may occur to the goods during the transport. One can
say, that processed and manufactured goods, where the risk

of theft, pilferage, improper handling or custody of goods,

should have the best insurance cover available under Clause
A, while in transport of raw materials, which can stand more
stress the less comprehensive clauses B or C could be used.

- It is up to the buyer to observe this and should he

require additional cover, he should agree with the o o }g«-\?
agn . X o

seller to take out additional insurance or A?w Y 5,
alternatively, arrange for extended insurance o ‘g‘ !ja o
' o %

cover himself. &.oﬁo’. &

Incoterms® 2010 rules and Insurance IO
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Cargo Insurance against

Liability Insurancei

- Owners of goods often refuse the cargo insurance
considering it’'s unnecessary, assuming that the risk £
of loss or damage to the goods is sufficiently covered ¢ d Y
by the insurance cover of the carrier or forwarder. | _ '

 They do not know or realize that this kind of insurance covers
the liability of the carrier or forwarder and that they have the
chance to obtain remedy for the cargo lost or damaged if they
are able to proof the failure or negligence of the carrier or
forwarder in casual relation with caused loss or damage.

- This is the basic difference between the cargo insurance in
which case the mere fact of loss or damage to the goods
entitles the insured to the compensation.

Incoterms® 2010 rules and Insurance |LO.€H
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Revising
Incoterms® 2010 rules

Objectives

To improve the accurate use of the rules by
making Incoterms® 2020 clearer and more
accessible than the current version.

4 .. Toincrease global use of the rules by
‘- ﬁ'ﬂ holding a consultation open meetings and
(@ @ = considering innovative formats (such as an
& _ <. app), lower pricing, and a range of training
" ﬁ offerings.

Incoterms® 2010 rules and Insurance muc )




Drafting Process

(Reported in Octeber 2016)

ICC Secretariat reported in March 2016 that
there are plans to create an Incoterms® 2020,
to be released in 2019 as part of the ICC
centennial festivities, with an effective date of
1 January 2020.

Drafting Group: Incoterms® 2020 Drafting
C: Group held its first meeting on 13 October to

discuss the process and working method for
preparlng the Incoterms® 2020 rules. The goal
is to reflect global market practice as closely
as possible, and make the rules as easy to
understand and use as possible.

o

Incoterms® 2010 rules and Insurance lC.
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Iraftmg Process

(Reported in October 2016)

Questionnaire: A questionnaire sent in early
November to (i) the CLP Commission, (ii) the
Customs and Trade Facilitation Commission, and
(iii) NCs. Responses from NCs was due in mid-late

January 2017.

Drafts: The Drafting Group met in March 2017 to |
prepare a first draft of Incoterms® 2020 based on |
) the feedback received from the questionnaire. The

first draft was sent for comments, and responses
received on the first draft was set the stage for the
Drafting Group to prepare a second draft, which will
also be sent for comments. Comments on the
second draft will inform the preparation of the final

text by the Draftmg Group

Incoterms® 2010 rules and Insurance IC‘
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Drafting Process

(Reported in October 2016)

- Open meetings: The Drafting Group will hold a
couple of open meetings — in Asia and the

i! Americas — in which local stakeholders can

I engage dlrectly with the Drafting Group

National Committee (NC) consultative groups:
NCs are encouraged to create consultative
groups with an interest in the rules, including
bankers, transporters, freight forwarders,
insurers, customs experts, national/local
OMMITTEE! compliance associations, national/local

| commodities associations, etc.

" Incoterms® 2010 rules and Insurance | (@{@)

mammmucomem
At

© ovembor ™ %/ April 2017: Draft
2016: A 1 was circulated { -;;:"Prepéfé By
J questionnaire tgothe CLP " | second draft of |
2 was sent to CLP mmission, - the
Fisiah B016: Commission, Customs/Trade . Incoterms®
Announced Customs and Facilitation | 2020 rules,
plan to Trade Commission, . expecled tobe
revise Facilitation and NCs with . circulated for |
Incoterms Commission, replies due to - comment in
2010 -and NCs \ ICC on 15 June. / Q4 2017 P\
et b e e e —— \
I A : Incoterms@2020 Rules o
l E . i /
@ /October 201 6 E {4) March 2017: &)/ September \‘;
Drafting Group Drafting Group ~2017:Holda -
held its first met to analyze | conauilfation | 45( 2019: Release
meeting to comments open meeling | Incoterms@
discussgthe received from ;n China as ; - 2020 with an
Focs, s questionnaire - part of the : ! effective date
prage and prepared  Drafting Group - i of 1 January
working method the first draft. \ meetng | 2020
for preparing - S i S
the Incoterms®
2020 rules
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1} / Reordering of Articles to make them easier to
;ﬁ\ s " understand for the users.

Rl- s - s,z - 2 EE— e ————— —r — ~ SO S

| FCA - Bills of Lading : As many sellers
- ~___ (wrongly) use FOB for goods in containers
~ because they need an onboard bill of lading.
= Draft 1 addresses the problem by amending
- FCA to include an option for sellers to obtain

— an onboard BL.

paTal
P

What are the Changes?

Insurance: In CIF and CIP of Incoterms@ 2010,
_ the seller is required to arrange a low level of

“y.. insurance — Clauses C of the Institute Cargo
~~ Clauses. The Drafting Group is proposing

{ changing this to Clauses A - a higher level of
insurance more appropriate for manufactured
goods. However it made clear that this is
"unless customary in the particular trade".

sgsittess

~ ‘Arranging’ for transport: B3 of FCA and A3 of
i DAT, DAP and DDP now allow the party

own means of transport and thus would not
need to ‘contract’ for transport.

responsible for transport to contract ‘or arrange’
for transport. The responsible party may use its

=

l i

Incoterms® 2010 rules and Insurance
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What are the Changes?

Areas the Drafting Group decided against change:
Abolition of Ex Works and DDP
Abolition of FAS

e TR 5

i Chr{{ge }1 - Additional Incoterms rules for delivery in space
\¥% V4 Evidence needed from users (i) of the need for an

"\"_’-’-r\_ -

Incoterms rule, for such deliveries to be a
significant part of Planet Earth deliveries, and (ii)
that the existing multimodal delivery terms are
inadequate for space delivery.

Make Ex Works loaded

lncoterms@ 2010 rules and Insurance IC. D

Areas the Drafting Group decided against change:

« VGM (requires a maritime carrier to ensure it has
accurate cargo weights and there is a cost and risk
for the parties to obtaining and providing that

¢,  information):
(»’ Chs ﬁge ¥ Redraft was done on the cargo security and
, jl};f’/ f information requirements to make them clearer.

o . i & o

o Parcel delivery and business to consumer deliveries:
Incoterms rules should retain focus on business-to-
business deliveries of larger items by bulk or by
container. It could not see that the Incoterms rules
could bring value to parcel deliveries.

= Title: s
The Incoterms rules do not deal with title/ownership of
goods g

Incoterms@ 2010 rules and Insurance m“m'
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