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INCOTERMS 

 
Topic: Definition and classification 

 
 

Let's summarise the important points covered in the Definition and classification topic. 
 

INCOTERMS are standard defined trade terms. They are defined by the ICC and are internationally accepted. 

The eleven INCOTERMS are divided into four groups, E, F, C, and D, and two classes, sea and inland waterways and 

all other transportation modes. 

INCOTERMS are: 

• Standard defined trade terms 

• Defined by the ICC and are internationally accepted  
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• Divided into: 

o Four groups - E, F, C, and D 

o Two classes - sea and inland waterways and all other transportation modes 
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INCOTERMS 
 

Matrix  
 

 

 

 

 

 

 

 



 

Definitions 

 

Free Alongside Ship (FAS) - named loading port 

FAS at a named loading port means the supplier transfers the goods, costs and risks alongside the ship at the 
named port. The supplier must clear the goods for export. This term is suitable only for sea and inland 
waterways transport and not for multimodal sea transport in containers. This term is typically used for heavy-
lift or bulk cargo. For containers, Free Carrier, also called FCA, is used. 

 

Free On Board (FOB) - named ship at loading port 

FOB at a named ship at loading port is used when the supplier must load the goods on board of the ship 
named by the buyer. The supplier must load the goods on board of the ship nominated by the buyer at the 
named loading port, cost and risk being transferred at ship's rail. It is used for sea and inland waterways 
transport only. FOB is applied in bulk cargo situations and should not be used for containers. The latter 
situation requires the use of FCA. 

 

Cost and Freight (CFR) - named destination port 

When closing a CFR contract, the supplier must pay the costs and freight to bring the goods to the port of 
destination. The supplier clears the goods for export. However, risk is transferred to the buyer once the goods 
are loaded on the ship. So, the insurance is at the cost of the buyer. This is a term for sea and inland 
waterways transportation only, appropriate for general or bulk cargo. Carriage Paid To, also called CPT, is 
more suitable for containers. 
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Cost, Insurance and Freight (CIF) - named destination port 

In CIF situations, the supplier must pay the costs and freight to bring the goods to the port of destination. The 
supplier must procure and pay for insurance for the buyer. Supplier also clears the goods for export.  This 
term is for sea and inland transportation only. It is the term that places minimal risk and cost on the buyer. 
As CFR, CIF is appropriate for general or bulk cargos. 

 

Ex Works (EXW) 

Ex Works is used when supplier makes the goods available at his own premises.  Ex Works designates the 
buyer as responsible for all charges. This term places all responsibility on the buyer and minimum obligations 
on the supplier. The buyer pays all transportation costs and also bears the risks for bringing the goods to their 
final destination. The supplier has no obligation to load the goods, even though in practice he may be in a 
better position to do so. If the supplier does load the goods, he does so at the buyer's risk and cost. The Ex 
Works term is often used when asking an initial quotation, without any delivery costs included. 

 

Free Carrier (FCA) - named place 

In FCA situations, the supplier hands over the goods cleared for export, costs and risks, at a named place. 
The main carriage remains unpaid. This term is suitable for all modes of transport, carriage by air, rail, road, 
and multimodal transportation. This is the correct "freight collect" term to use for sea shipments in containers. 
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Carriage Paid To (CPT) - named place of destination 

When closing a CPT contract, the supplier pays for carriage to the named port of destination, but risk passes 
when the goods are handed over to the first carrier. It is similar as CFR, but CPT is used for general 
containerized and multimodal transportation. CFR is only used for sea and inland waterways transport. 

 

Carriage and Insurance Paid To (CIP) - named place of destination 

If Carriage and Insurance Paid To, also called CIP, is chosen, the supplier will be the one to pay for carriage 
and insurance to the named destination port. This term is the same as CIF but CIP is used for containerized 
and multimodal transport. CIF is used for transportation via sea and waterways transportation only. 

 

Delivered at Terminal (DAT) - named place of destination 

Delivered at Terminal, also called DAT, is used when the supplier delivers goods to the named place, unloaded 
from transport modes, such as ships or trucks. The supplier assumes all costs to that destination place, 
except for costs related to import custom clearance. The supplier assumes all the risks up to the point that 
the goods are unloaded at the named place, a container terminal, for example. This term is used for all 
transport modes and also for multimodal transport. It is well suited for container operations. 
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Delivered at Place (DAP) - named place of destination 

Delivered at Place, also called DAP, is used when the supplier pays for carriage to the delivery point named by 
the buyer. The supplier assumes all the risks prior to the point that the goods are ready for unloading by the 
buyer. The buyer clears the goods for import. The term is used for all modes of transportation, including 
multimodal transport. 

 

Delivered Duty Paid (DDP) - named place of destination 

In DDP situations, the supplier is responsible for delivering the goods to the named place, in the country of 
importation. The supplier pays everything, including all costs and risks in bringing the goods to the import 
destination. This includes duties, taxes and customs formalities. The buyer minimizes risks. On the other 
hand, the supplier will charge the engaged costs into the final piece price. The buyer could end up paying 
higher prices. 
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INCOTERMS 

 
Topic: Role of the buyer 

 

Let's summarise the important points covered in the Role of the buyer topic. 
 

During a supplier selection process, you should request suppliers to quote based on Ex Works. After you receive the 

quotations, it is your responsibility to realize the comparisons and select the best fitting terms case by case. In this 

process, it is important to keep in mind the time factor. The time you spend working on the analysis, comparison 

and negotiation should be in line with the value opportunity and risk avoidance. 

• The buyer should request suppliers to quote based on Ex Works. 
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• The buyer should realize the comparisons and select the best fitting terms case by case. 
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• The time spent on the analysis, comparison and negotiation should be in line with: 

o The value opportunity 

o Risk avoidance 

 

 


