



Incoterms 2010
ICC Rules for the Use of Trade Terms
in national and international trade

Effective date: January 1, 2011.

WARNING! The parties can refer not only to Incoterms 2010, but also to Incoterms 2000 or Incoterms 1990. However, when referring to earlier versions, it is necessary to clearly indicate which version is being referred to, because by default, specifying the Incoterms delivery basis in the contract is considered to have refers to the latest revisions valid on the date of conclusion of the contract.

Introduction.
The rules of Incoterms© (Incoterms) are trade terms abbreviated by the first three letters, which reflect business practice in contracts for the international purchase and sale of goods. The rules of Incoterms mostly determine the obligations, costs and risks arising during the delivery of goods from sellers to buyers.

How to use the rules of Incoterms® 2010 (Incoterms 2010)

1. By incorporating Incoterms® 2010 (Incoterms 2010) into your sales contract:
If you wish to apply Incoterms® 2010 (Incoterms 2010), you must clearly indicate this in your contract as follows: "[selected Incoterms term, including the named place, in accordance with] Incoterms® 2010" / Incoterms 2010"

2. By choosing the appropriate Incoterms term:
The chosen Incoterms term should correspond to the product, the method of its transportation and, in addition, to reflect the extent to which the parties intend to impose additional obligations, for example, obligations of the seller or buyer regarding the organization of transportation or insurance. Explanations for each term contain information useful for making such a choice. Whatever term is chosen, the parties should bear in mind that the interpretation of their contract may be affected by the customs of ports or other points.

3. By way of a more precise definition of the point or port:
The selected Incoterms term can only work if the parties have defined the point or port, and even better, if the parties have defined, as far as possible, such point or port as precisely as possible. A good example of such a specification is the following: "FCA 38 Cours Albert 1er, Paris, France Incoterms® 2010". According to the terms of Incoterms Ex Works (EXW, Ex-factory), Free Carrier (FCA, Free carrier), Delivered at Terminal (DAT, Delivery at the terminal), Delivered at Place (DAP, Delivery at the point), Delivered Duty Paid (DDP, Delivery with payment of duty), Free Alongside Ship (FAS) and Free on Board (FOB), the named point is the place where the delivery is made and the risk is transferred to the buyer. According to the Incoterms Carriage Paid To (CPT), Carriage and Insurance Paid To (CIP), Cost and Freight (CFR) and Cost, Insurance and Freight (CIF) , insurance and freight), the named point is different from the place of delivery. According to these four Incoterms terms, the named point means the destination to which transportation is paid. For the avoidance of doubt or controversy, references to such a place as a point or destination may be further defined by reference to the exact point at that point or destination.

4. It should be remembered that Incoterms is not a complete contract of sale:

The Incoterms rules only indicate which of the parties to the sales contract must carry out the actions necessary for transportation and insurance when the seller transfers the goods to the buyer, and what costs each party bears. The Incoterms rules do not specify the price to be paid or the method of payment. They also do not regulate the transfer of ownership of goods or the consequences of breach of contract. These matters are usually defined in express terms in the contract of sale or in the law applicable to such a contract. The parties, however, should take into account that mandatory local law may prevail over any aspect of the sales contract, including the Incoterms term chosen.


Main features of Incoterms 2010

1. The number of Incoterms has been reduced from 13 to 11.

This was made possible by the inclusion of two new terms that can be used independently of the agreed mode of carriage, namely:

DAT (Delivery at Terminal) and DAP (Delivery at Destination) instead of the Incoterms 2000 terms DAF (Delivery at Border), DES (Delivery from Vessel), DEQ (Delivery from Dock) and DDU (Delivery Duty Free).

According to the specified two new terms, delivery is made at the agreed destination: according to the term DAT (Delivery at the Terminal) by placing the goods at the disposal of the buyer unloaded from the arriving vehicle (as it was previously according to the term DEQ (Delivery from the Dock); according to the term DAP (Delivery at Destination) also by placing the goods at the disposal of the buyer, but ready for unloading (as was previously the case with the terms DAF (Delivery at Border), DES (Delivery from Vessel) and DDU (Delivery Duty Free). The specified new rules have made Incoterms 2000 DES (Delivery from Vessel) and DEQ (Delivery from Dock) redundant.The term DAT (Delivery at Terminal) may be in port, and therefore the term DAT may safely be used in cases where the Incoterms 2000 term DEQ (Delivery at Dock) was used.Similarly, the 'vehicle' arrived in DAP (Delivery at Destination) could be a vessel and the agreed destination a port of destination: hence DAP (Delivery at Destination ) can be safely used in cases where the term Incoterms 2000 DES (Delivery from Vessel) was used. These new rules, like their predecessors, are "delivered terms", i.e. the seller bears all costs (except the costs of customs clearance for import, if applicable) and risks associated with the delivery of the goods to the agreed destination

2. Classification of 11 Incoterms 2010 terms

The eleven terms of Incoterms 2010 can be divided into two separate groups:

Rules for any type or types of transport

	EXW
	Ex Works
	Franco plant
	The term "Ex-factory" means that the seller fulfills his obligation to supply when he places the goods at the disposal of the buyer at his enterprise (plant, factory, warehouse, etc.). In particular, he is not responsible for loading the goods on the vehicle provided by the buyer, as well as for customs clearance of the goods for import, unless otherwise agreed, the buyer bears all costs and risks in connection with the transportation of the goods from the seller's company to the destination. Thus, this term imposes minimal obligations on the seller. It does not apply if the buyer is unable to carry out himself or to ensure that the export formalities are carried out. In this case the term FCA should be used.

	FCA
	Free Carrier
	Free carrier
	The term "Carrier free" means that the seller is considered to have fulfilled his obligation to supply the goods, which have passed customs clearance for import, from the moment of handing them over to the carrier at the specified point. In the absence of the buyer's instruction about such an item, the seller has the right to determine such an item himself among a number of similar items where the carrier accepts the goods at his disposal. In cases where, according to commercial practice, the assistance of the seller is necessary for concluding a contract of carriage (when transporting goods by air or rail), he can act in such cases at the expense and risk of the buyer.

This term can be used when carrying out transportation by any type of transport, including mixed transportation.

Carrier means any person who, on the basis of a contract of carriage, undertakes to carry out or ensure the carriage of goods by rail, road, air, sea or inland water transport or in mixed transport. If the buyer authorizes the seller to deliver the goods to a person who is not a carrier, for example, a freight forwarder, the seller is considered to have fulfilled his obligation to deliver the goods from the moment of handing over the goods for storage to this person.

Transport terminal means a railway station, wharf, container terminal or yard, a point for receiving various types of cargo, i.e. any containers and/or pallets, regardless of ISO application, trailers, trailers, ro-ro equipment, igloos, that used by any means of transport.

	CPT
	Carriage Paid to
	Transportation paid to
	"Carriage Paid To" means that the seller pays the freight for the transportation of the goods to the specified destination.
The risk of loss or damage to the goods, as well as any increase in costs arising after the goods are handed over to the carrier, passes from the seller to the buyer when the goods are placed at the disposal of the carrier.

Carrier defines any person who, according to the contract of carriage, undertakes to carry out carriage or to arrange carriage by sea or air, by rail or road transport, inland waterways or mixed transport.

In the event of carriage by several carriers in an agreed direction, the risk of death or damage passes when the goods are placed at the disposal of the first carrier.

According to the SRT term, the seller's responsibilities include carrying out the necessary customs clearance of the goods for export.

This term can be applied to all types of transportation, including mixed transportation.

	CIP
	Carriage and Insurance Paid to
	Transportation and insurance paid to
	"Carriage and insurance paid to" means that the seller bears the same obligations as under the CRT term, but with the addition that the seller must provide transport insurance against the risks of death or damage to the goods during transport. The seller concludes an insurance contract and pays the insurance premium. The buyer should note that under the CIP term, the seller is only required to provide insurance on minimum terms.

According to these conditions, the seller is obliged to ensure customs clearance of the goods for export. This term can be used when transporting goods by any type of transport, including mixed transport.

	DAT
	Delivered at Terminal
	Delivery at the terminal
	The term DAT (Delivery to Terminal) replaces the term DEQ: the goods are placed at the disposal of the buyer unloaded from the arriving vehicle. DAT, unlike DEQ, can be applied for multimodal transportation. According to experts in logistics, delivery to the DAT terminal corresponds most closely to the practice of logistics in the port.

	DAP
	Delivered at Place
	Delivery at destination
	The term DAP (Delivery at Destination) is a general provision where it is important to specify the exact destination. The term DAP replaces three terms: DAF, DES, DDU, and assumes that the goods are provided to the buyer ready for unloading (in our conditions, for transshipment under customs control, or for customs clearance).


	DDP
	Delivered Duty Paid
	Delivery with payment of duty
	"Delivery with payment of duty" means that the seller is considered to have fulfilled his obligations from the moment of delivery of the goods at the agreed point in the country of import. The seller bears all the risks and costs associated with the importation of the goods, including the payment of taxes, customs duties and other charges levied upon the importation of the goods. While the term "Ex works" imposes minimum obligations on the seller, the term "Delivery with duty paid" implies maximum obligations on the seller.

This term cannot be used if the seller is directly or indirectly unable to secure an import license.

If the parties agree that the buyer is responsible for the customs clearance of the imported goods and the payment of the relevant duties, the term DDU should be applied.

If it is agreed between the parties that the payment of certain charges levied in connection with the importation (for example, value added tax, VAT) rests with the seller, then this should be expressly indicated by adding the relevant words: "Delivery with payment of duty, without payment VAT, (agreed destination)".

This term can be applied regardless of the method of transportation of the goods.



Rules for sea and inland water transport

	FAS
	Free Alongside Ship
	Freely along the ship's side
	"Free alongside the ship" means that the seller is deemed to have fulfilled his obligation to deliver when the goods are placed alongside the ship at the berth or on lighters at the agreed point of shipment. This means that from this moment the buyer must bear all costs and risks of death or damage to the goods. According to the terms of the FAS, the buyer is responsible for clearing the goods from customs duties for export. This term should not be used when the buyer is directly or indirectly unable to ensure compliance with customs formalities.


	FOB
	Free on Board
	Free on board
	"Free on board" means that the seller is considered to have fulfilled his obligation to deliver from the moment the goods pass through the hand vessels at the port of shipment. This means that from this moment the buyer must bear all costs and risks of death or damage to the goods. Under FOB conditions, the buyer is responsible for clearing the goods from customs duties for export.

This term can only be used when transporting goods by sea or inland waterways. In cases where the moment of passage of the goods through the vessel's rails is not of practical importance, for example, during transportation on roll-on or roll-off conditions, or during transportation in containers, it is more appropriate to use the term FAS.


	CFR
	Cost and Freight
	Cost and freight
	"Cost and Freight" means that the seller is obliged to pay the costs and freight necessary to deliver the goods to the specified port of destination, however, the risk of loss or damage to the goods, as well as the risk of any increase in costs arising after the goods have passed on board the ship, passes from the seller to the buyer at the time the goods pass through the ship's rail at the port of shipment. Under the terms of the CFR, the seller is responsible for clearing the goods from customs duties for export.

This term can only be used when transporting goods by sea or inland waterways. In cases where the moment of passage of the goods through the vessel's rails is not of practical importance, for example, during transportation on roll-on or roll-off conditions, or during transportation in containers, it is more appropriate to use the term CPT.


	CIF
	Cost Insurance and Freight
	Cost, insurance and freight
	"Cost, Insurance, Freight" means that the seller bears the same obligations as under the terms of the CFR, however, he must provide marine insurance against the risk of loss of or damage to the goods during transportation, the seller enters into an insurance contract and pays the insurance premium to the insurer.

The buyer should note that under the CIF terms the seller is only required to provide insurance on minimum terms.

This term can only be used when transporting goods by sea or inland waterways. In cases where the moment of passage of the goods through the side of the ship is not of practical importance, for example, during transportation on roll-on or roll-off conditions, or during transportation in containers, it is more appropriate to use the term CIP.



The first group includes seven terms that can be used regardless of the chosen mode of transportation and regardless of whether one or more modes of transport are used. This group includes the terms EXW (Ex Works), FCA (Carrier Free), CPT (Carriage Paid Before), CIP (Carriage and Insurance Paid Before), DAT (Delivery at Terminal), DAP (Delivery at Destination) and DDP ( Delivery with payment of duty). They can be used even if there is no sea transportation at all. At the same time, it is important to remember that these terms can be applied when a vessel is used for part of the transportation.

In the second group of terms of Incoterms 2010, both the point of delivery and the place to which the goods are transported by buyers are ports, and therefore these terms are called "sea and inland water regulations". This group includes the terms FAS (Free on board), FOB (Free on board), CFR (Cost and Freight) and CIF (Cost, Insurance and Freight). The last three terms omit any reference to the ship's rail as the point of delivery, as the goods are considered delivered when they are "on board" the ship. This more accurately reflects today's commercial reality and eliminates the notion that risk moves back and forth about an imaginary perpendicular line.

3. Rules for domestic and international trade
Incoterms were traditionally used in international sales contracts when goods crossed a border. In various parts of the world, the creation of trade unions, such as the European Union, has made it less important to have visible control over goods as they pass through the borders of the respective parties.

Therefore, the subheadings of the Incoterms 2010 rules explicitly state that these rules can be used both in international sales contracts and in domestic sales contracts. As a result, the Incoterms 2010 rules, in a number of clauses, clearly emphasize that the obligation to carry out export-import formalities is only when it can be applied.

Two phenomena convinced the ICC of the timeliness of moving in this direction. First, merchants widely use Incoterms rules in domestic sales contracts. Secondly, there is a growing desire in the United States to use Incoterms in domestic trade instead of the terms of shipment and delivery previously established in the Uniform Commercial Code of the United States.

4. Explanation
Before each term of Incoterms 2010 you will find an explanation. They highlight the main points for each Incoterm term, for example: when they should be applied, when the risk passes, how the costs are divided between the seller and the buyer. These explanations are not part of the current Incoterms 2010 rules, their purpose is to assist the user in the accurate and efficient selection of the appropriate international trade term for a specific agreement.

5. Electronic communications
Previous versions of the Incoterms rules defined documents that could be replaced by electronic messages (EDI messages). In articles A1/B1 of Incoterms 2010, electronic means of communication are recognized to have the same effect as paper messages, if the parties have agreed on this or if this is accepted. This formula facilitates the evolution to new electronic procedures during the Incoterms 2010 period.

6. Insurance coverage
The Incoterms 2010 Rules represent the first version of the Incoterms since the revision of the Institute Cargo Clauses and take into account the changes made to these Rules. In Incoterms 2010, information related to insurance obligations is contained in Articles A3/B3, which deal with contracts of carriage and insurance. These provisions were moved from articles A10/B10 of Incoterms 2000, which were of a general nature. The wording of Articles A3/B3 on insurance has also been supplemented in order to clarify the obligations of the parties in this regard.

7. Security control and necessary information
Nowadays, there is a growing concern for the safety of the movement of goods, which requires verification that the goods do not pose a threat to people's lives or their property for reasons not related to its natural properties. Therefore, in articles A2/B2 and A10/B10 of the terms of Incoterms 2010, between the seller and the buyer, responsibilities are distributed between the seller and the buyer regarding the implementation or assistance in the implementation of formalities related to security control, such as, for example, Shain of custody information.

8. Processing costs at the terminal
According to Incoterms CPT, CIP, CFR, CIF, DAT, DAP and DDP, the seller is obliged to take all necessary measures to ensure the transportation of the goods to the agreed destination.

When freight is paid by the seller, it is essentially paid by the buyer, as freight costs are usually included by the seller in the total price of the item. Carriage costs sometimes include the costs of handling and moving the goods at a port or container terminal, and the carrier or terminal operator may charge these costs to the buyer who receives the goods. Under such circumstances, the buyer is interested in avoiding double payment for the same service - once to the seller as a part of the total price of the goods and a second time separately to the carrier or terminal operator. Incoterms 2010 managed to avoid this by clearly allocating such costs in Articles A6/B6 of the respective terms.

9. Subsequent sales
In the trade of raw goods, in contrast to the trade of finished products, the cargo is often sold several times in a row during the transportation period. If this is the case, the seller in the middle of the chain "does not ship" the item because the item has already been shipped by the first seller in that chain. Therefore, the seller in the middle of the chain fulfills his obligations to the buyer, not by shipping the goods, but by providing the shipped goods. For the purpose of clarification, the obligation to "provide the shipped goods" is included in the relevant terms of Incoterms 2010 as an alternative to the obligation to ship the goods in the relevant terms of Incoterms.

Changes made to Incoterms

Sometimes the parties wish to supplement any Incoterms rule. Incoterms 2010 does not prohibit such an addition, but there is a danger in doing so. In order to avoid unwanted surprises, it is advisable for the parties to predict the effect expected from such additions as precisely as possible in their contract. For example, if the contract changes the allocation of costs compared to the Incoterms 2010 rules, the parties must clearly indicate whether they intend to change the point at which the risk passes from the seller to the buyer.

The status of this Input

This Introduction contains general information on the use and interpretation of Incoterms 2010, which does not form part of these terms.

Explanation of terms used in Incoterms 2010

As in Incoterms 2000, the seller's and buyer's obligations are mirrored, with column A containing the seller's obligations and column B containing the buyer's obligations. These duties may be performed directly by the seller or buyer, or sometimes by contract or by applicable law, through intermediaries such as carriers, freight forwarders or other persons nominated by the seller or buyer for a particular purpose.

The text of Incoterms 2010 is self-contained.
However, to assist users, the meaning of the notations used throughout the text is provided below.

Carrier -for the purposes of Incoterms 2010, the carrier is the party with whom the contract of carriage is concluded.

Customs formalities -requirements that must be met in accordance with applicable customs regulations and may include obligations regarding documents, security, information or physical examination of the goods.

Supply -this concept is multifaceted in commercial law and practice, but Incoterms 2010 uses it to indicate when the risk of loss or damage to the goods passes from the seller to the buyer.

Shipping documents -this concept is used in the title of paragraph A8. It means a document confirming the delivery (handover) of goods. In many Incoterms 2010 terms, a shipping document is a transport document or corresponding electronic record. However, for EXW, FCA, FAS and FOB terms, the shipping document can also be a receipt. A shipping document can have other functions, for example, it can be part of a payment mechanism.

Electronic record or procedure -a set of information consisting of one or more electronic messages and, when applicable, functionally performing the same function as a paper document.

Packaging -this concept is used for several purposes:
Product packaging must meet the requirements of the sales contract.
Product packaging means that the product is suitable for transportation.
Storage of packaged goods in a container or other means of transport.
In Incoterms 2010, the concept of packaging includes both the first and second specified values. Incoterms 2010 does not regulate the obligations of the parties regarding placing the goods in the container and, moreover, if necessary, it is advisable for the parties to provide for this in the contract of sale.


