Exporting & Importing
International Trade Terms

International Trade Terms

Learning objectives Topics
A discuss why international contracts of sale The contract of sale
are very challenging The INCOTERMS
A discuss how clarity and transparency in AMeaning of E, F, C, and D terms
trading terms benefit the exporter and Alnterpretation of terms
importer AResponsibilities and obligations of
A outline the main INCOTERMS 2000 buyers and sellers
A describe the main terms used in maritime Hybrid terms
trade AChartering and trading terms

A explain why traders use terms other than
the INCOTERMS.
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The contract of sale

Will include terms which will indicate obligations and responsibilities

Point of Origin Delivery Aongside Dok Dok Unloaded Delivered to
Seller's Factory to Dock “wizzel o o on Dock Buyer's
Warehouse

[Exporting Country) (Importing Country)

Key points:
C Carriage of goods

C Transfer of risk from seller to buyer

C Transfer of cost from seller to buyer

Image source: http://resources.alibaba.com/article/107/From_Seller_to_Buyer_a_flow_diagram_of_Incoterms_2000.htm
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The contract of sale

What are the most obvious problems?

- Clarity and certainty

Solution?

- INCOTERMS é Anternational Commercial Terms
Meveloped by ICC

KCurrent version 2000
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INCOTERMS i the abbreviations

Incoterms 2000 Flowchart

i gati on

+ Buyer

— Seller | Buyer

Seller | Buyer

Seller | Buyer

Seller | Buyer &

Seller | Buyer &

Geller | Buyer &

Seller

E term:
Sell erdés mini mum obl
E.X. . —
F terms: il
Seller hands over goods to a Fas
nominated carrier free of risk and vessel
expense to buyer {e
C.F.E.
C terms: CAF.
Seller must bear certain costs o
even after the critical point for
division of risk B

D terms:
Goods must arrive at a stated
destination

Paint of Origin
Seller's Factony

Delivery Haongside Unleaded Delivered to
to Dock ‘wizzzal Dl D5 on Dock Buyer's
arehouse

(Expaorting Country’) (Importing Country)

http://resources.alibaba.com/article/107/From_Seller_to_Buyer_a_flow_diagram_of_Incoterms_2000.htm
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INCOTERMS

Group E departure
EXW Ex Wor ks (é named pl ace)

Group F Main carriage unpaid
FCA Free Carrier (€éna
FAS Free Al ongside Ship (énamed pl ac
FOB Free On Board (én

Group C Main Carriage Paid
CFR Costand Freignt é named port of destinat.
CIF Cost Insurance and Freight (éenan
CPT Carriage Paid To (énamed place o
ClP Carriage Insurance Paid To (énan
Group D Arrival
DAF Del i vered amedplaceynt i er ( éna
DES Del i vered Ex Ship (énamed port o
DEQ Del i vered Ex Quay (énamed port o
DDU Del i vered Duty Unpaid (énamed pl
DDP Del i vered Duty Paid (énamed pl ac

Lecture 5 Prashant Bhaskar



Exporting & Importing
International Trade Terms

Grouping of obligations under 10 headings

(Source: Ramberg 1999, pp. 521 65)

Sel | @bligagsons B u y e obdigations
Al Provision of goods in conformity with the B1 Payment of the price
contract
A2 Licences, authorisation and formalities B1 Licences, authorisation and formalities
A3 Contract of carriage and insurance B3 Contract of carriage
A4 Delivery B4 Taking delivery
A5 Transfer of risks B5 Transfer of risks
A6 Division of costs B6 Division of costs
A7 Notice to the buyer B7 Notice to the seller

A8 Proof of delivery, transport documents or | B8 Proof of delivery
equivalent electronic message

A9 Checking- packaging-marking B9 Inspection of goods
A10 Other obligations B10 Other obligations
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EXW

(Ex WORKSé. . named =] - = - ) O A B
Leading loading | Dasiiration
Carriage: = o
' el [——— |
Arranged by buyer Pembempr
ety [E————
Tl [———— 0 1 1
Risk transfer: T [ —————— | | ]
When goods are at i [ ————— 1

’ |

Cost transfer:
When goods are at
buyer 6s di

http://mwww.pbb.com/en/tools/incoterms/incoterms2000.pdf
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FCA

(Free CArrieré . . named pl a - E i e oy ) R N Py E
FE 7 EEEEEFFF

. o [

Carriage: B

Arranged by buyer (or = ——

seller on buyere§-—meha | : : : : : :

a2 [ ————

Risk transfer: el [—— 1 1 11

When goods have been e —

delivered to carrier at the e, [ —— [

named place '

Cost transfer:

When goods have been

delivered to carrier at

named place

http://www.pbb.com/en/tools/incoterms/incoterms2000.pdf
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FAS

(Free Along Side rem| B ;T G Y PR O a1
port Of Shlpment) Eramiss mm Lasdng Triardd I::.. Nongice | Onboad Os-board Lnicadad Qo Pamad Inbnd Framiz,
Dan:;Dd l:IIII:'P;"[oIv Frnl;'t mﬁm ﬁ:-é Lﬁ Dﬁ m;lm::m m Cetiraicn Fﬂgh Mot undaaced
Carriage: o
' el (——
Arranged by buyer P
e EE————— ||

Risk transfer:
When goods have been
placed alongside ship

Cost transfer:
When goods have been
placed alongside ship

http://www.pbb.com/en/tools/incoterms/incoterms2000.pdf
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FOB

(Free On Boardeée. .n g,{, iy 1. =
shipment) ' Lacal
Framis: Qi Laxdng Tniangd Camiar Mg l:l.'.-bmli On-board Linicadad anon Famad Inbnd Framiz.
Dan:;Id IIIIII:'P;'{DIP Freight I.I'l‘:chd R%\ﬂ::l.'g L?EBE] Dﬁ m‘:::m m Cetraica Frigin it undasced
Carriage: S [ s s
' cdlih [E— | | | | | | I |
Arranged by buyer Somtenbtvrir
S [E—— 0T

Risk transfer:
When goods pass the
shipbs rails

Cost transfer:
When goods pass the
shipos rail s

http://www.pbb.com/en/tools/incoterms/incoterms2000.pdf
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CFR

(Costand FReighté . . na me d rert| B Lemria s o e | o | R = Al
Of deStInation) Framis: l:uebm. Laxdng Tniangd :IT Mg onboard On-board Linicadad anon Famad Inbnd Framiz.
Dan:;Dd l:IIII:'P;"[oIQ- Freight m:gtm ﬁ::‘g L?EDE; Dﬁ Ik;l'utl:m IZII:TI‘;:“Q:- Cetraica Frigin it undasced
: I e R e B e
Carriage: - R e e B e B
P e
Arranged by seller -
oSl [ ————
el ——— 1T
Risk transfer: 2 [ —————
When goods pass the e ———
shipds rails -= |

Cost transfer:
At port of destination

(but buyer liable for costs —_— A
that are not on. g@gEll ¢ "SRR
account under COC) B o S

[
= oo
D vt Dty Pt

http://www.pbb.com/en/tools/incoterms/incoterms2000.pdf
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ClIF

(Cost, Insurance and o =] e ) O A e
Froei g hteée..named por nfrlw ; Lasarg | e :-T Mngace | orbcard | Ontowd | Leicesad -:-T:m et | nea | Funs
destination) i | e | | || || || |
. _ - o R ) A R
Carriage: - I e e e e R e
. m
Arranged by seller + e
. .::cw-.gﬁﬂ m
Insurance m——r— e
a5 [ ————
Risk transfer: o [ ———— |
When goods pass the "l [ —————— b
shipos rails sy, —— N T
y |

Cost transfer:
At port of destination

(but buyer liable for costs —_— A
that are not on. g@gEll ¢ "SRR
account under COC) B o S

http://www.pbb.com/en/tools/incoterms/incoterms2000.pdf
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c C Terms
(Carriage Paid Toé ﬁlp i o) RPN IR Da:| 1= .
Of deStInation) Praniss ; Lmdrg Inlard :IT chqdl‘h on-boad Os-board Unicadad :& Marad Inbnd Fnni=z.
Dan:;nd l:IIII:'P;"[oIe Frnl;'t m'gm ﬁ:{! L?EDE; Dﬁ ml;utl:m llll:rl"::ﬂof Cetiraicn Fﬂgh Mot undaaced
Carriage: o
' e [—— || ]
Arranged by seller P
e [EE—— | ] | ]

Risk transfer:
When goods are
delivered to the carrier

Cost transfer:
At place of destination

(but buyer liable for costs —_— A
that are not on. g@gEll ¢ "SRR
account under COC) B o S

i
D v d oy g 1K W

[
= oo
D vt Dty Pt

http://www.pbb.com/en/tools/incoterms/incoterms2000.pdf
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CIP

(Carriage and Insurance Paid
toé. . named pl ace

Carriage:
Arranged by seller +
insurance

Risk transfer:
When goods are
delivered to carrier

Cost transfer:

At place of destination
(but buyer liable for costs
that are not on. sElle ——
account under COC) > .. N

i
D v d oy g 1K W

)

[
= oo
D vt Dty Pt

http://www.pbb.com/en/tools/incoterms/incoterms2000.pdf
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