Easy Inco

Interpretation of the 2020 Incoterms
(Defines Seller and Buyer Risk and Cost)

S

Export SELLER SELLER
Packing
Loading on SELLER
Collecting
Conveyance

Pre-Carriage

Export SELLER

Clearance

Loading On
Main Carrier

Main
Carriage

BUYER

On-Carriage BUYER

Import BUYER

Clearance

Including
Duties,

Taxes, Fees

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

SELLER

*Risk of loss or damage is transferred from seller to buyer when the goods are loaded on the vessel.
**Risk of loss or damage is transferred from seller to buyer when the goods are delivered to the first carrier.

Notes:
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* Incoterms must always be accompanied by a “named place” including city, province/state and country. The International Chamber of Commerce updates Incoterms every ten
years, most recently in 2020. Because the implications and interpretations differ between publications, the year of the revised publication should also be stated. Example of correct

Inco statement: “FOB Houston, Texas, USA, Incoterms 2020."
* Incoterms identify risk and cost to the seller and buyer, but do not identify title transference.

o All reference to the cost of “Customs Clearance” includes not only duty and /or other government levy but also the administrative cost associated with fulfilling that process.
® The exporter and/or importer may or may not be the seller or buyer. Exporter and importer status are specifically governed by the laws of the country of export and country of

import.

o All reference to “Loading on Main Carrier” includes “Delivered and Unloaded at Port of Loading”, “Alongside Vessel”, and “Onboard Vessel Port of Loading”.

o All reference to “Main Carriage” includes “Main Transport”, “Onboard Vessel Point of Discharge”, and “Unloaded at Port of Discharge”.

e “Seller/Exporter Facility” is covered by “Export Packing”.

e "Customs Clearance (Export)” is covered by “Export Clearance”.
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Ex Works means that the seller delivers when he places the goods at the disposal of the buyer at the seller's premises
or another named place (i.e. works, factory, warehouse, etc.) not cleared for export and not loaded on any collecting
vehicle. This term thus represents the minimum obligation for the seller, and the buyer has to bear all costs and risks
involved in taking the goods from the seller's premises.

Free Carrier means the seller places goods available at the seller’s premises or location at the seller’'s country of
origin where the shipment begins or to the buyer’s appointed carrier terminal or CFS in the origin country, cleared for
export. The buyer must contract at this own expense the carriage of the goods from the named place.

Free Alongside Ship means that the seller delivers when the goods are placed alongside the vessel at the named
port of shipment. This means that the buyer has to bear all costs and risks of loss of or damage to the goods from
that moment. The FAS term requires the seller to clear the goods for export. This term is valid for non-containerized
waterborne shipments or for vessel shipments where the loading cranes are located on the vessel itself.

Free on Board means that the seller delivers the goods appropriately packed/placed onboard the buyer-designated
vessel at the port on the seller’s side, cleared for export. This means that the buyer has to bear all costs and risks

of loss of or damage to the goods from that point. The FOB term requires the seller to clear the goods for export.
This term is valid for vessel shipments only. If the cargo is delivered to the carrier by the seller before the goods are
loaded on board the vessel, then the FCA term should be used. This term is not to be used for FCL shipments and is
reserved for charter breakbulk or bulk vessel shipments.

Cost and Freight means that the seller delivers when the goods are loaded on board a vessel at the named port of
shipment. The seller must pay the costs and freight necessary to bring the goods to the named port of destination
BUT the risk of loss of or damage to the goods, as well as any additional costs due to events occurring after the time
of delivery, are transferred from the seller to the buyer when the goods are loaded onto the vessel. The CFR term
requires the seller to clear the goods for export. This term is valid for vessel shipments only. If the cargo is delivered
to the carrier by the seller before the goods are loaded on board the vessel, then the CPT term should be used. This
rule is generally unsuitable for containerized transport because at more ports containers are delivered to container
yards at terminals rather on board ships.

Cost, Insurance & Freight means that the seller delivers when the goods are loaded on board a vessel at the named
port of shipment. The seller must pay the costs and freight necessary to bring the goods to the named port of
destination BUT the risk of loss of or damage to the goods, as well as any additional costs due to events occurring
after the time of delivery, are transferred from the seller to the buyer when the goods are loaded onto the vessel. The
CIF term requires the seller to clear the goods for export and to provide minimum insurance coverage. This term is
valid for vessel shipments only. If the cargo is delivered to the carrier by the seller before the goods are loaded on
board the vessel, then the CIP term should be used.

Carriage Paid To means that the seller delivers the goods to the carrier nominated by him but the seller must also pay
the cost of carriage necessary to bring the goods to the named destination. This means that the buyer bears all risks
and any other costs occurring after the goods have been so delivered. If multiple carriers are used for the carriage to
the agreed destination, the risk passes when the goods have been delivered to the first carrier. The CPT term requires
the seller to clear the goods for export.

Carriage & Insurance Paid To means that the seller delivers the goods to the carrier nominated by him but the seller
must also pay the cost of carriage necessary to bring the goods to the named place of destination. This means that
the buyer bears all risks and any additional costs occurring after the goods have been so delivered. However, in CIP
the seller also has to procure insurance against the buyer's risk of loss of or damage to the goods during the carriage.
Consequently, the seller contracts for insurance and pays the insurance premium. If multiple carriers are used for the
carriage to the agreed destination, the risk passes when the goods have been delivered to the first carrier. The CIP
term requires the seller to clear the goods for export.

Delivered at Place Unloaded means the seller assumes all costs and risks until the goods are unloaded at the agreed
named place at destination. The buyer is responsible for import customs formalities. DPU can apply to any, and more
than one, mode of transport. The buyer and seller should specify and agree upon a named place of destination. DPU
requires the seller to clear goods for export, without any obligation to clear for import.

Delivered at Place means that the seller’s obligation ends when the goods are delivered to the disposal of the buyer
at the named destination place. The DAP term specifies the buyer bears the risk and is responsible for unloading. The
DAP term requires the seller to clear the goods for export and the buyer to clear the goods for import. If the seller is
to be responsible for import clearance, then the DDP term should be used.

Delivered Duty Paid means that the seller delivers the goods to the buyer, cleared for import, and not unloaded

from any arriving means of transport at the named place of destination. The seller has to bear all the costs and risks
involved in bringing the goods thereto including, where applicable, any “duty” (which term includes the responsibility
for the risk of the carrying out of Customs formalities and the payment of formalities, Customs duties, taxes and other
charges) for import in the country of destination. If the parties wish the buyer to bear all risks and costs of the import,
the DAP term should be used.

Baltimore Headquarters
1215 E. Fort Avenue, Ste 201
Baltimore, MD 21230 410.539.0540

www.shapiro.com

This publication is for informational purposes only. Although every effort is made to ensure accuracy, Samuel Shapiro & Company, Inc. assumes no legal liability for any erroneous information.

Links to other websites are provided for reference and convenience and do not constitute endorsement of the content of those sites.




