
 

Detailed Explanation of Freight Terms and Acronyms 

Acronyms: 

• FOB: Free On Board or Freight On Board 

Applicability: 

• International Shipments: FOB always applies to international 

shipments, where the seller's responsibility ends when the goods 

are loaded onto the ship. 

• Domestic Shipments: In the US, "FOB" is typically followed by 

additional conditions specifying who pays and assumes 

responsibility for shipping costs, ownership of goods in transit, 

and risk of damage or loss. 

 

Determining the Meaning: 

• State Law: The final meaning of FOB terms can vary depending 

on state law. 

• Shipping Contract: Buyers and sellers can specify the governing 

law or code used to define FOB terms, such as Incoterms or the 

Uniform Commercial Code. 

 

 

 

 

 

 

 

 

 



Table of Freight Payment Terms: 

Freight Term 
Who Pays 

Freight 

Who 

Bears the 

Cost 

Who 

Owns 

Freight In-

Transit 

Who 

Assumes 

Transit 

Risk 

FOB 

Destination, 

freight prepaid 

Shipper Shipper Shipper Shipper 

FOB 

Destination, 

freight collect 

Receiver Receiver Shipper Shipper 

FOB 

Destination, 

freight collect 

and allowed 

Receiver 

(deducts 

from 

invoice) 

Shipper Shipper Shipper 

FOB Origin, 

freight prepaid 
Shipper Shipper Receiver Receiver 

FOB Origin, 

freight collect 
Receiver Receiver Receiver Receiver 

FOB Origin, 

freight prepaid 

and charged 

back 

Shipper 

(adds fee 

to invoice) 

Receiver Receiver Receiver 



FOB 

Destination, 

freight prepaid 

and charged 

back 

Shipper 

(adds fee 

to invoice) 

Receiver Shipper Shipper 

Additional Information: 

• Incoterms: This international standard defines different FOB 

terms and their associated responsibilities. 

• Uniform Commercial Code: Part of US law, it also defines FOB 

terms but may differ from Incoterms in certain aspects. 

• Shipping Contract: It's crucial to clearly define FOB terms in the 

contract to avoid disputes. 

 

Benefits of Understanding FOB Terms: 

• Clarifies responsibilities: It helps all parties involved understand 

their respective roles and obligations. 

• Prevents disputes: Clear understanding of FOB terms minimizes 

the risk of misunderstandings and disagreements. 

• Ensures smooth transactions: Proper implementation of FOB 

terms promotes efficient and successful freight transportation. 

 

Recommendations: 

• Consult with a legal professional: If you have doubts about the 

interpretation or application of FOB terms, seek legal advice. 

• Clearly communicate terms: Always clearly document the 

agreed-upon FOB terms in the shipping contract. 

• Stay informed: Remain updated on any changes or revisions to 

Incoterms or relevant laws. 



 

Detailed Explanation Of Each Term 
 

"FOB Destination, freight prepaid" is a shipping term that 

outlines the responsibilities of the buyer and seller in a freight 

transaction. It specifies who pays the freight charges, who owns 

the goods while they are in transit, and who bears the risk of 

damage or loss. 

Here's a breakdown of what the term means: 

 

FOB Destination: 

• This portion of the term indicates that the seller's responsibility 

for the goods ends when they arrive at the buyer's designated 

destination. 

• This contrasts with "FOB Origin," where the seller's responsibility 

ends when the goods leave their origin point. 

Freight Prepaid: 

• This portion clarifies that the seller is responsible for paying all 

freight charges. This includes the cost of transportation, 

insurance, and any other related fees. 

• This is different from "Freight Collect," where the buyer is 

responsible for paying the freight charges upon delivery. 

Here's a table summarizing the key points of "FOB Destination, freight 

prepaid": 

 

 

 



Aspect Responsibility 

Payment for freight Seller 

Ownership of goods in transit Shipper 

Risk of damage or loss Shipper 

Benefits of using "FOB Destination, freight prepaid": 

• Reduced risk for the buyer: The seller assumes the risk of 

damage or loss during transit, giving the buyer peace of mind. 

• Simplified logistics for the buyer: The buyer doesn't need to 

arrange or pay for transportation, which can save time and 

resources. 

• Increased flexibility for the seller: The seller can choose the most 

efficient and cost-effective transportation method without 

needing to factor in the buyer's preferences. 

 

However, it's important to note that "FOB Destination, freight prepaid" 

can also have some drawbacks: 

• Higher costs for the seller: The seller is responsible for all freight 

charges, which can increase their overall costs. 

• Less control for the buyer: The buyer has less control over the 

transportation process and may not be able to choose the 

specific carrier or route. 

• Potential for delays: The seller's choice of transportation may not 

always be the fastest option, which could lead to delays in 

delivery. 



Overall, "FOB Destination, freight prepaid" is a common shipping term 

that can benefit both buyers and sellers. However, it's important to 

carefully consider the pros and cons before using this term in your 

own freight transactions. 

 

Additional information: 

• This term is often used in conjunction with other terms, such as 

"Incoterms," which provide a more detailed framework for 

international trade transactions. 

• It's important to clearly define the term in the sales contract to 

avoid any disputes or misunderstandings. 

• Consulting with a legal professional can help ensure that you 

understand the full implications of using this term. 
 

"FOB Destination, freight collect" is another common shipping 

term that outlines the responsibilities of the buyer and seller in a 

freight transaction. Let's break down its meaning: 

 

FOB Destination: 

Similar to "FOB Destination, freight prepaid," this part indicates that 

the seller's responsibility for the goods ends when they arrive at the 

buyer's designated destination. 

Freight Collect: 

This part specifies that the buyer is responsible for paying all freight 

charges upon delivery. This includes the cost of transportation, 

insurance, and any other related fees. 

Here's a table summarizing the key points of "FOB Destination, freight 

collect": 



Aspect Responsibility 

Payment for freight Buyer 

Ownership of goods in transit Seller 

Risk of damage or loss Seller 

 

Benefits of using "FOB Destination, freight collect": 

 

• Reduced costs for the seller: The seller avoids the upfront cost of 

paying for freight, which can improve their cash flow. 

• Increased flexibility for the buyer: The buyer can choose the 

most cost-effective transportation option, potentially saving 

money. 

• Opportunity to negotiate better rates: The buyer may be able to 

negotiate lower freight rates with carriers directly 

 

However, there are also some drawbacks to consider: 

• Increased risk for the buyer: The buyer assumes the risk of 

damage or loss during transit. 

• Additional administrative burden: The buyer needs to arrange 

and pay for transportation, which can be time-consuming. 

• Potential for higher costs: If the buyer doesn't have good 

relationships with carriers, they may pay higher freight rates than 

the seller could negotiate. 



Overall, "FOB Destination, freight collect" can be a good option for 

buyers who want to control costs and have the flexibility to choose 

their own transportation provider. However, it's important to carefully 

weigh the risks and potential costs involved. 

 

Here are some additional points to consider: 

• This term is often used in conjunction with "Incoterms" or other 

standardized definitions to provide clarity and avoid confusion. 

• Clearly defining the term in the sales contract is crucial to 

preventing disputes or misunderstandings. 

• Consulting with a legal professional can help ensure that you 

fully understand the implications of using this term. 

 

By understanding the difference between "FOB Destination, freight 

prepaid" and "FOB Destination, freight collect," you can choose the 

option that best suits your specific needs and risk tolerance. 

 

"FOB Destination, freight collect and allowed" is a slightly more 

nuanced shipping term compared to "FOB Destination, freight 

collect". While the basic principles of the seller's responsibility 

ending at the destination and the buyer becoming responsible for 

freight payment remain the same, the "allowed" section adds an 

additional layer: 

 

FOB Destination: As before, the seller's responsibility ends upon 

delivery at the buyer's designated destination. 

Freight Collect: The buyer still bears the responsibility for paying all 

freight charges upon delivery. 



And Allowed: This section indicates that the seller has already 

included the estimated freight cost in the invoice sent to the buyer. 

This means the buyer doesn't need to calculate the exact freight 

charges themselves, but rather can simply deduct the pre-estimated 

amount from the invoice total when making their payment. 

 

Essentially, "FOB Destination, freight collect and allowed" acts as a 

shortcut for both parties: 

• Seller: They don't need to pay the freight charges upfront but can 

include an estimated cost in the invoice for easier tracking. 

• Buyer: They don't need to calculate the freight costs, but simply 

deduct the pre-agreed amount from the invoice for convenience. 

Here's a table summarizing the key points: 

Aspect Responsibility 

Payment for freight Buyer (deducting from invoice) 

Ownership of goods in transit Seller 

Risk of damage or loss Seller 

Estimated freight cost Included in seller's invoice 

Benefits of using "FOB Destination, freight collect and allowed": 

• Simplified process for both parties: The pre-estimated freight 

cost saves time and effort for both. 

• Improved cash flow for the seller: They don't need to wait for the 

buyer to reimburse them for freight charges. 



• Transparency for the buyer: They can see the estimated freight 

cost upfront and plan their payment accordingly. 

Potential drawbacks to consider: 

• Possible discrepancies: The actual freight charges may differ 

from the estimated amount, potentially leading to adjustments. 

• Limited flexibility for the buyer: They cannot choose a different 

carrier or negotiate a better rate if the estimated cost is high. 

• Need for accurate estimations: Inaccurate estimations can create 

inconveniences for both parties later. 

 

Overall, "FOB Destination, freight collect and allowed" can be a 

convenient option if both parties trust each other and have confidence 

in the accuracy of the estimated freight cost. However, it's crucial to 

clearly define the terms in the sales contract and discuss potential 

discrepancies beforehand to avoid disputes. 

 

 

"FOB Destination, freight collect and allowed" is a slightly more 

nuanced shipping term compared to "FOB Destination, freight 

collect". While the basic principles of the seller's responsibility 

ending at the destination and the buyer becoming responsible for 

freight payment remain the same, the "allowed" section adds an 

additional layer: 

 

FOB Destination: As before, the seller's responsibility ends upon 

delivery at the buyer's designated destination. 

Freight Collect: The buyer still bears the responsibility for paying all 

freight charges upon delivery. 



 

And Allowed: This section indicates that the seller has already 

included the estimated freight cost in the invoice sent to the buyer. 

This means the buyer doesn't need to calculate the exact freight 

charges themselves, but rather can simply deduct the pre-estimated 

amount from the invoice total when making their payment. 

Essentially, "FOB Destination, freight collect and allowed" acts as a 

shortcut for both parties: 

 

• Seller: They don't need to pay the freight charges upfront but can 

include an estimated cost in the invoice for easier tracking. 

• Buyer: They don't need to calculate the freight costs, but simply 

deduct the pre-agreed amount from the invoice for convenience. 

 

Here's a table summarizing the key points: 

Aspect Responsibility 

Payment for freight Buyer (deducting from invoice) 

Ownership of goods in transit Seller 

Risk of damage or loss Seller 

Estimated freight cost Included in seller's invoice 

 

 

 



Benefits of using "FOB Destination, freight collect and allowed": 

• Simplified process for both parties: The pre-estimated freight 

cost saves time and effort for both. 

• Improved cash flow for the seller: They don't need to wait for the 

buyer to reimburse them for freight charges. 

• Transparency for the buyer: They can see the estimated freight 

cost upfront and plan their payment accordingly. 

 

Potential drawbacks to consider: 

• Possible discrepancies: The actual freight charges may differ 

from the estimated amount, potentially leading to adjustments. 

• Limited flexibility for the buyer: They cannot choose a different 

carrier or negotiate a better rate if the estimated cost is high. 

• Need for accurate estimations: Inaccurate estimations can create 

inconveniences for both parties later. 

 

Overall, "FOB Destination, freight collect and allowed" can be a 

convenient option if both parties trust each other and have confidence 

in the accuracy of the estimated freight cost. However, it's crucial to 

clearly define the terms in the sales contract and discuss potential 

discrepancies beforehand to avoid disputes. 

 

 

 

 

 



"FOB Origin, freight prepaid" is a shipping term that describes 

the responsibilities of the buyer and seller in a freight 

transaction. Here's a breakdown of its meaning: 

 

FOB Origin: 

This part indicates that the seller's responsibility for the goods ends 

when they are loaded onto the transportation vehicle at the origin 

point. This differs from "FOB Destination," where the seller's 

responsibility ends upon arrival at the buyer's destination. 

 

Freight Prepaid: 

This part specifies that the seller is responsible for paying all freight 

charges. This includes the cost of transportation, insurance, and any 

other related fees, up to the point of origin. 

Here's a table summarizing the key points of "FOB Origin, freight 

prepaid": 

Aspect Responsibility 

Payment for freight Seller 

Ownership of goods in transit Receiver (buyer) 

Risk of damage or loss Receiver (buyer) 

Benefits of using "FOB Origin, freight prepaid": 

• Reduced costs and administrative burden for the buyer: The 

seller handles the freight arrangements and payment, saving the 

buyer time and resources. 



• Simplified logistics for the seller: The seller knows exactly what 

their costs are upfront and doesn't need to deal with the buyer's 

preferred carriers or rates. 

• Faster delivery times: Since the seller handles the entire 

process, there may be fewer delays in getting the goods on their 

way. 

 

However, there are also some drawbacks to consider: 

• Higher costs for the seller: The seller bears the upfront cost of 

freight, which may negatively impact their cash flow. 

• Less control for the buyer: The buyer has limited control over the 

transportation process and may not be able to choose the 

specific carrier or route. 

• Potential for damage or loss: Since the buyer takes ownership of 

the goods during transit, they bear the risk of any damage or loss 

that occurs. 

 

Overall, "FOB Origin, freight prepaid" can be a good option for buyers 

who want a simple and hands-off approach to freight arrangements. 

However, it's important to remember that the buyer assumes 

responsibility and risk once the goods leave the origin point. 

 

Here are some additional points to remember: 

• This term is often used with other standardized definitions like 

"Incoterms" to ensure clarity and consistency. 

• Clearly defining the term in the sales contract is crucial to 

prevent future disputes or misunderstandings. 



• Consulting with a legal professional can help ensure you fully 

understand the implications of using this term. 

 

By understanding the meaning and implications of "FOB Origin, freight 

prepaid," you can make informed decisions about the best shipping 

terms for your specific needs. 

 

"FOB Origin, freight collect" refers to a shipping term that 

outlines the responsibilities of the buyer and seller in a freight 

transaction, defining who pays for and assumes responsibility 

for the transportation of goods. 

 

Here's a breakdown of the term: 

FOB Origin: 

• This part of the term signifies that the seller's responsibility for 

the goods ends when they are loaded onto the transportation 

vehicle at the origin point. 

• Unlike "FOB Destination," where the seller is responsible for 

delivering the goods to the buyer's destination, "FOB Origin" 

transfers ownership and risk to the buyer once the goods are 

loaded. 

Freight Collect: 

• This part clarifies that the buyer is responsible for paying all 

freight charges. This includes the cost of transportation, 

insurance, and any other related fees, starting from the origin 

point. 

• This contrasts with "FOB Origin, freight prepaid," where the 

seller pays the freight charges upfront. 



 

Here's a table summarizing the key points of "FOB Origin, freight 

collect": 

Aspect Responsibility 

Payment for freight Buyer 

Ownership of goods in transit Receiver (buyer) 

Risk of damage or loss Receiver (buyer) 

 

Benefits of using "FOB Origin, freight collect": 

• Reduced costs for the seller: The seller avoids the upfront cost of 

paying for freight, potentially improving their cash flow. 

• Flexibility for the buyer: The buyer has control over choosing the 

carrier, negotiating rates, and arranging transportation according 

to their preferences. 

• Potential for lower costs: The buyer can potentially negotiate 

lower freight rates directly with carriers, compared to the seller's 

rate. 

 

Drawbacks to consider: 

• Increased administrative burden for the buyer: The buyer needs 

to arrange and pay for transportation, requiring time and 

resources. 

• Potential delays: Choosing the carrier and arranging 

transportation can add time to the delivery process. 



• Risk of damage or loss: The buyer assumes the risk of any 

damage or loss that occurs during transit. 

 

Overall, "FOB Origin, freight collect" can be advantageous for buyers 

who want control over transportation and the possibility of negotiating 

lower costs. However, it's important to factor in the administrative 

burden and potential delays, as well as the additional risk involved. 

 

Here are some additional points to remember: 

• This term is often used in conjunction with "Incoterms" or other 

standardized definitions for clarity and consistency. 

• Clear definition of the term in the sales contract is crucial to 

avoid future disputes or misunderstandings. 

• Consulting with a legal professional can help ensure you fully 

understand the implications of using this term. 

 

Understanding the meaning and implications of "FOB Origin, freight 

collect" allows you to choose the shipping terms that best suit your 

specific needs and risk tolerance. 

 

 

"FOB Origin, freight prepaid and charged back" is a shipping 

term that outlines the specific responsibilities of the buyer and 

seller in a freight transaction, highlighting who pays for the initial 

freight charges and how they are ultimately handled. 

 

 

 



Here's a breakdown of the term: 

FOB Origin: 

This portion of the term indicates that the seller's responsibility for the 

goods ends when they are loaded onto the transportation vehicle at 

the origin point. Ownership and risk of damage or loss then transfer to 

the buyer. 

 

Freight Prepaid: 

This part clarifies that the seller initially pays all freight charges 

associated with transporting the goods from the origin point. This 

includes the cost of transportation, insurance, and any other related 

fees. 

 

Charged Back: 

This final part indicates that the seller adds the total paid freight 

charges to the invoice sent to the buyer. This effectively charges the 

buyer back for the freight costs, essentially reversing the initial 

payment. 

 

Here's a table summarizing the key points of "FOB Origin, freight 

prepaid and charged back": 

Aspect Responsibility 

Initial payment for freight Seller 

Ownership of goods in transit Receiver (buyer) 



Risk of damage or loss Receiver (buyer) 

Repayment of freight costs Buyer (through invoice) 

 

Benefits of using "FOB Origin, freight prepaid and charged back": 

• Improved cash flow for the seller: The seller avoids the upfront 

cost of paying freight, potentially improving their cash flow. 

• Convenience for the buyer: The buyer does not need to arrange 

or pay for transportation directly, simplifying the process. 

• Transparency and clarity: The seller includes the exact freight 

costs in the invoice, allowing the buyer to easily understand the 

total amount owed. 

 

Drawbacks to consider: 

• Increased costs for the buyer: The total invoice cost will be 

higher due to the added freight charges. 

• Potential for disputes: Discrepancies between estimated and 

actual freight charges could lead to disputes between the parties. 

• Limited control for the buyer: While the buyer is ultimately 

responsible for the freight costs, they have less control over the 

initial selection of the carrier or negotiation of rates. 

 

Overall, "FOB Origin, freight prepaid and charged back" can be a 

mutually beneficial option for both parties if there's trust and clear 

communication. However, it's important to carefully consider the 

potential drawbacks and clearly define the term in the sales contract to 

avoid future disputes. 



 

Additional points to remember: 

• This term is often used alongside "Incoterms" or other 

standardized definitions for consistency and clarity. 

• Clearly defining the term in the sales contract is crucial to avoid 

future disputes or misunderstandings. 

• Consulting with a legal professional can help ensure you fully 

understand the implications of using this term. 

 

By understanding the meaning and implications of "FOB Origin, freight 

prepaid and charged back," you can choose the shipping terms that 

best suit your specific needs and risk tolerance. 

 

 

"FOB Destination, freight prepaid and charged back" is a 

complex shipping term that outlines the responsibilities of the 

buyer and seller in a freight transaction. Here's a breakdown of 

each part: 

 

FOB Destination: 

This portion indicates that the seller's responsibility for the goods ends 

once they are delivered to the buyer's designated destination. Unlike 

"FOB Origin" terms, where the seller's responsibility ends at the origin 

point, this term holds the seller accountable until delivery. 

 

Freight Prepaid: 

This part clarifies that the seller initially pays all freight charges 

associated with transporting the goods to the buyer's destination. This 



includes the cost of transportation, insurance, and any other related 

fees. 

 

Charged Back: 

This final part indicates that the seller adds the total paid freight 

charges to the invoice sent to the buyer. This essentially charges the 

buyer back for the freight costs, recovering the initial payment made 

by the seller. 

 

Key points of "FOB Destination, freight prepaid and charged back": 

Aspect Responsibility 

Initial payment for freight Seller 

Ownership of goods in transit Shipper 

Risk of damage or loss Shipper 

Repayment of freight costs Buyer (through invoice) 

Delivery responsibility Seller 

 

Benefits: 

• Improved cash flow for the seller: They avoid upfront freight 

costs. 

• Convenience for the buyer: No need to arrange or pay for 

transportation directly. 



• Transparency and clarity: Exact freight costs included in the 

invoice. 

• Reduced risk for the buyer: Seller bears responsibility for 

damage or loss during transit. 

 

Drawbacks: 

• Increased costs for the buyer: Invoice will be higher due to 

added freight charges. 

• Potential for disputes: Discrepancies between estimated and 

actual freight charges could arise. 

• Limited control for the buyer: No control over carrier selection or 

rate negotiation. 

 

Overall, "FOB Destination, freight prepaid and charged back" can be 

beneficial for both parties if there's trust and clear communication. 

However, it's crucial to: 

• Clearly define the term in the sales contract to avoid disputes. 

• Consider the potential drawbacks and ensure the buyer is 

comfortable with the increased invoice cost. 

• Use standardized definitions like "Incoterms" for consistency and 

clarity. 

 

By understanding the meaning and implications of this term, you can 

choose the best shipping terms for your specific needs and risk 

tolerance. 

 

 

 
 


