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What are the Incoterms? The international commerce terms best known as Incoterms, are three-
lettered rules that ease the interpretation of the most common terms used in international purchase 
contracts. Mainly, the Incoterms are focused on certain aspects regarding the relationship between 
seller and purchaser, such as obligations, liabilities and the costs and risks that each party shall 
assume in the contract. 

However, the Incoterms do not regulate by themselves all the obligations and clauses agreed to in the 
purchase contract and in any other contracts related to the purchase (e.g. transport, insurance and 
finance agreements). The Incoterms are generally used by importers and exporters. 

Who is in charge of elaborating and updating the Incoterms? The organization responsible 
for elaborating and updating the Incoterms is the International Chamber of Commerce (ICC), with 
the objective of promoting an open international trade through instruments that ease commerce 
activities. Incoterms are updated every ten years according to the recommendations of the expert 
members of the ICC. The last update consisted in the issuing of the Incoterms 2010 which reduced 
the terms from 13 to 11, which are classified into two categories: (i) Rules for any mode or modes of 
transport (EXW, FCA, CPT, CIP, DAT, DAP, DDP); (ii) Rules for sea and inland waterway transport 
(FAS, FOB, CFR, CIF). 

Which are the most commonly used Incoterms? The Incoterms frequently used are: 

 EXW/ Ex Work: the seller places at his premises, the goods at purchaser’s disposal. The 
purchaser assumes all the collecting and transportation costs and risks. 

 DDP/ Delivered Duty Paid: the seller delivers the goods when the goods are placed at the 
disposal of the purchaser, cleared for import on the arriving means of transport ready for 
unloading at the agreed place of destination. The seller bears all the costs and risks involved 
in bringing the goods to the place of destination and has an obligation to clear the goods form 
any duties and custom expenses. 

 FOB/ Free On Board: the risk of loss of or damage to the goods passes when the goods are 
on board the vessel, and the buyer bears all costs from that moment onwards. The seller 
delivers the goods on board the vessel selected by the purchaser at the agreed port of 
shipment. 

 CIF/ Cost Insurance and Freight: the seller shall pay for all the expenses, freight and 
insurance policies needed for the allocation of the goods on board the vessel, in the port of 
shipment agreed. The risks pass to the buyer when the goods are loaded to the vessel. 
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