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Simplicity:	Freight	prepaid	simplifies	the	shipping	process	for	both	the	shipper	and	the	recipient.	Since	the	shipper	pays	for	the	freight	charges	upfront,	theres	no	need	for	the	recipient	to	handle	any	payment	related	to	shipping,	making	transactions	smoother	and	more	straightforward.Risk	mitigation:	With	freight	prepaid,	the	shipper	doesnt	rely	on
the	recipient	to	pay	for	the	shipping	charges	upon	delivery,	mitigating	the	risk	of	non-payment	or	disputes	over	freight	charges.Improved	customer	service:	Offering	freight	prepaid	shipping	can	be	a	customer	service	advantage,	as	it	provides	convenience	to	the	recipient	by	eliminating	the	need	to	handle	shipping	payments.Flexible	shipping	options:
Since	the	shipper	is	responsible	for	arranging	and	paying	for	shipping	upfront,	they	have	more	control	over	the	shipping	method,	carrier,	and	service	level.	This	allows	them	to	choose	the	most	suitable	options	based	on	factors	such	as	cost,	speed,	and	reliability.	Bill	of	LadingQuestions	and	AnswersShipping	and	Freight	Question	from	one	of	the
readers	of	this	blog	relating	to	Freight	in	Master	Bill	of	Lading	and	House	Bill	of	Lading..Hello,	First	of	all,	thank	you	so	much	for	building	such	a	wonderful	and	valuable	educational	Website.I	work	in	the	Freight	Forwarding	Industry	but	Im	always	confused	about	below:If	the	Shipper	pays	the	Ocean	Freight,	its	Freight	Prepaid	and	if	the	Importer
pays	the	Ocean	Freight,	its	Freight	Collect.	(I	understand	this	part)and	its	up	to	Shipper	and	Importer	themselves	to	decide	on	who	will	be	paying	the	Ocean	Freight.However,How	does	Freight	Prepaid	and	Freight	Collect	which	Ive	just	mentioned	affect	the	following?Master	Collect	and	House	CollectMaster	Collect	and	House	PrepaidMaster	Prepaid
and	House	PrepaidMaster	Prepaid	and	House	CollectPlease	advise	in	simple	terms	as	in	who	pays	what	to	whom	(Just	like	how	your	Website	explains).Thank	you	so	much.In	order	to	get	a	better	understanding	about	Master	(MBL)	and	House	(HBL)	Bill	of	Lading,	please	read	my	articleDifference	between	House	bill	of	lading	&	Master	bill
oflading..Freight	Prepaid	(FP*)	(whether	MBL	or	HBL)means	that	the	freight	has	been	paid	at	origin	to	the	shipping	line	or	forwarder	(respectively)	and	they	issue	a	bill	of	lading	(MBL	or	HBL	respectively)	claused	Freight	Prepaid..	So	there	is	no	freight	to	be	paid	at	the	destination	by	the	forwarder	or	consignees	agents	respectively	and	release	can
be	obtained	without	freight	payment..Freight	Collect	(FC*)	(whether	MBL	or	HBL)means	that	the	freight	has	NOT	been	paid	at	origin	to	the	shipping	line	or	forwarder	(respectively)	and	is	expected	to	be	paid	at	the	destination	port,	so	they	issue	a	bill	of	lading	(MBL	or	HBL	respectively)	claused	Freight	Collect..	The	freight	has	to	be	paid	at	the
destination	by	the	forwarder	or	consignees	agents	respectively	in	order	to	secure	release..MBLs	and	HBLs	are	issued	as	FP	or	FC	for	a	few	reasons..	Lets	examine	them	:ead	1.	Master	Collect	and	House	Collect	this	is	usually	doneif	the	client	requires	the	freight	to	be	paid	at	the	destination,	so	the	forwarder	ships	both	MBL	and	HBL	as	Collect	and	the
destination	agent	collect	the	freight	from	the	client	and	pay	the	line	before	release	is	givenif	the	booking	is	made	by	the	agent	at	the	destination	and	they	dont	want	to	disclose	the	freight	arrangements	with	the	line	and	the	client	to	the	origin	agent	Example	cargo	from	Durban	to	Antwerp	booked	at	Antwerp	by	the	agent	in	Antwerp..	The	agent	in
Durban	only	does	the	shipping	upto	FOB	Durban	and	consigns	the	bill	to	the	Antwerp	agent	with	both	bills	as	FC..2.	Master	Collect	and	House	Prepaid	this	isoccasionallydoneif	the	forwarders	agent	at	destination	has	a	better	relationship	with	the	shipping	line	and	they	negotiate	the	rate	with	them,	but	the	actual	client	could	be	a	client	nominated	by
the	origin	agentthe	destination	agentmay	not	want	the	origin	agent	to	know	the	rate	agreement	they	have	with	the	shipping	line..	The	destination	agent	pays	the	shipping	line	and	invoices	the	origin	agent	for	them	to	reimburseit	could	be	the	requirement	of	the	actual	client	that	the	freight	should	be	prepaid	based	on	their	terms	of	sale	with	their
consignee3.	Master	Prepaid	and	House	PrepaidConverse	of	No.1	where	the	origin	agent	has	the	controlling	hand	Example	cargo	from	Durban	to	Antwerp	booked	at	Durban	by	the	agent	in	Durban..	The	agent	in	Durban	does	the	shipping	and	consigns	the	bill	to	the	Antwerp	agent	with	both	bills	as	FP..Also	done	if	the	origin	agent	doesnt	want	the
destination	agent	to	know	the	rate	agreements	with	the	line	and	client..4.	Master	Prepaid	and	House	CollectConverse	of	No.2	where	the	origin	agent	has	the	controlling	hand	and	the	actual	client	could	be	a	client	nominated	by	the	destination	agent,	but	the	origin	agent	has	a	better	relationship	and	rate	agreement	with	the	shipping	line	which	they
dont	want	the	destination	agent	to	know	about..it	could	be	the	requirement	of	the	actual	client	that	the	freight	should	be	collect	based	on	their	terms	of	sale	with	their	consignee..Whatever	the	terms,	it	is	important	that	both	origin	and	destination	agent	have	a	clear	understanding	of	where	the	freight	is	going	to	be	paid	and	ensure	that	it	is	paid	either
at	origin	or	destination..	*	I	have	abbreviated	Freight	Prepaid	and	Freight	Collect	to	FP	and	FC	respectively	for	my	writing	convenience	and	does	not	denote	any	international	abbreviation..	Liked	the	content..??Join	thousands	of	professionals	who	receive	actionable	industry	insights,	expert	analyses,	and	thought-leadership	content	straight	to	their
inbox,	for	free	from	Shipping	and	Freight	Resource..	If	you	ever	had	the	chance	to	look	at	a	bill	of	lading,	you	will	see	the	phrase	Freight	Collect	or	Freight	Payable	and	Freight	Prepaid	printed	at	the	bottom.	Freight	charges	generally	refer	to	a	nominal	amount	of	money	charged	for	transporting	cargo,	or	freight.	Generally	speaking,	Freight	Prepaid
refers	to	the	notion	where	carriers	collect	the	freight	charges	BEFORE	performing	the	contract	of	carriage,	usually	from	the	shipper;	Whereas	Freight	Collect	refers	to	the	notion	where	carriers	collect	the	freight	charges	AFTER	performing	the	contract	of	carriage,	usually	from	the	importers.	Fromthe	get-go,	we	think	it	is	best	to	clarify	that	freight
charges	are	one	of	manyother	charge	items	that	both	shipper	and	importer	are	liable	for.	We	have	the	followingcharges:	Documentation	FeeTerminal	Handling	ChargesEDI	Transmission	FeeContainer	Cleaning	ChargesTelex	Release	FeesOcean	Freight	Charges	FreightCharges	does	not	include	all	of	the	above,	but	only	refers	to	the	ocean
freightcharges,	the	charge	for	the	ACTUAL	voyage	journey	of	the	cargo.	With	that	said,	we	have	to	be	mindful	that	both	Freight	Collect	and	Freight	Prepaid	only	refers	to	the	relevant	ocean	freight	charge	only.	Bill	of	Lading	Noting	Collection	location	of	Freight	Straight	forward	as	it	is,	we	think	that	we	can	do	better,	by	elaborating	further	on	Freight
Terms,	explain	the	documents	affect	by	the	freight	term,	and	study	when	it	is	best	to	use	either	of	those	freight	terms.	What	is	Freight	Collect	Afreight	term	that	is	Freight	Collect	indicates	that	the	importer	is	responsiblefor	the	payment	of	the	carriers	ocean	freight.	Under	this	arrangement,	the	carrier	will	prepare	an	arrival	notice	as	well	as	an
invoice	for	freight	charges	and	landside	charges.	Insome	circumstances,	the	freight	forwarder	or	the	forwarding	agent	will	dulymake	the	payment	on	behalf	of	the	importer.	In	other	scenarios,	the	importerswill	make	the	payment	themselves.	Inexchange,	the	carrier	will	issue	the	delivery	order	to	the	nominated	party,albeit	the	freight	forwarder,
forwarding	agent	or	the	importer.	The	deliveryorders	objective	is	to	signify	that	all	due	charges	are	settled	and	the	billof	lading	is	considered	duly	discharged.	Only	when	the	importer	or	its	nominated	party	had	finished	these	steps,	where	the	cargo	is	released	to	them.	Additionally,	in	this	freight	term	arrangement,	the	carrier	has	the	right	to	hold	a
lien	over	the	goods	until	the	freight	payment	is	done.	A	Freight	Collect	is	closely	tied	to	the	INCOTERM	rule	laid	out	by	the	International	Chamber	of	Commerce	(ICC).	The	INCOTERM	delegates	the	costs	and	risks	associated	with	the	transportation	of	goods	between	the	importer	and	exporter.	They	are	notated	with	3	letters	according	to	a	well-
maintained	guideline	by	the	ICC.	The	most	updated	guideline	to	date	is	the	INCOTERM	2020.	Theway	that	importers	and	exporters	can	easily	and	clearly	communicate	who	isresponsible	for	the	freight	charges	is	via	the	INCOTERM	Fora	freight	collect	term,	the	relevant	INCOTERMs	are:	EXW	Ex	WorkFOB	Free	on	BoardFCA	Free	CarrierFAS	Free
Alongside	Ship	(for	non-containerized	goods)	Allfour	of	the	INCOTERMs	above	does	not	place	the	responsibility	of	handling	thecontract	of	carriage	on	the	seller.	What	is	Freight	Prepaid	In	a	Freight	Prepaid	Arrangement,	instead	of	the	importer,	the	exporter	is	responsible	for	carrying	out	the	contract	of	carriage	and	making	the	ocean	freight
payment.	All	ofthe	aforementioned	procedures	still	apply	for	Freight	Prepaid.	Once	the	vesselarrives	at	the	port	of	discharge,	they	will	duly	issue	an	arrival	notice	as	wellas	an	invoice	to	the	nominated	party	or	the	importer	themselves.	Despitethe	freight	prepaid	terms,	the	importer	still	has	to	bear	other	documentationand	handling	charges	at	the	port
of	discharge.	The	importer	will	be	able	to	collect	the	cargo	after	the	releasing	of	the	bill	of	lading	and	paying	the	due	amount	to	the	carrier.	Similarly,this	freight	term	follows	the	arrangement	of	INCOTERM,	set	out	by	the	ICC.	For	a	freight	prepaid	term,	the	relevantINCOTERMs	are:	DPU	Delivery	Place	Unloaded	(2020	rule)DDP	Delivery	Duty
PaidDelivery	at	Place	DAPCFR	Cost	and	FreightCIF	Cost,	Insurance	and	Freight	Additional	Reading:	What	is	an	INCOTERM	When	to	use	Freight	Collect	or	Freight	Prepaid	INCOTERMsgo	hand-in-hand	with	freight	terms	because	it	defines	clearly	who	isresponsible	for	which	section	of	cost	and	risk	associated	with	the	transport.	Nevertheless,
correlation	does	not	mean	causation.	It	is	NOT	true	that	the	shipments	freight	term	has	to	follow	in	accordance	with	the	INCOTERM	set	forth.	For	example,	in	a	DDU/DDP/DAP	shipment,	the	responsibility	of	the	carriage	of	goods	lies	on	the	seller.	So,	what	is	stopping	the	seller	from	arranging	a	freight	prepaid	over	a	freight	collect?	Itis	a	similar
situation	with	an	Ex-Work	shipment,	where	the	responsibility	ofthe	carriage	of	goods	lies	on	the	buyer.	It	is	also	up	to	the	buyers	choice	tochoose	either	a	freight	prepaid	or	freight	collect.	Therefore,	we	can	surmise	that	INCOTERMs	are	not	the	main	reason	for	choosing	a	freight	term,	although	in	some	cases	such	as	CIF,	CNF,	and	FOB	where	it	is.
Currency	Factor	Thismay	not	be	a	very	significant	factor	for	the	shipment	of	1	or	2	containers,	butif	a	bill	of	lading	includes	200-300	containers,	the	currency	factor	plays	animportant	role.	Ocean	Freights	are	largely	quoted	in	USD	and	converted	to	the	local	currency	for	billing	purposes.	It	iscommon	for	companies	to	have	a	currency	hedge	in	order	to
mitigate	the	risks	ofcurrency	fluctuations.	For	example,	a	large	shipment	has	been	arranged	by	Seller	A	from	Port	Los	Angeles	to	Port	Antwerp	for	350	containers	worth	of	sunflower	oil	to	Importer	B.	The	INCOTERM	arranged	is	an	Ex-Work	shipment,	where	importer	B	has	to	take	care	of	all	the	shipping	arrangements.	The	oceanfreight	rate	importer
B	negotiated	for	is	USD	280.00	per	20	container,	whichamounts	to	USD	98,000	in	Ocean	Freight.	In	anticipation	of	this	shipment	on	March	1st,	importer	B	has	purchased	a	currency	future	of	USD	98,000	for	1.14	USD	per	EUR	on	February	26th.	On	the	day	of	the	shipment,	March	1st,	Importer	B	realized	that	the	current	currency	rate	is	1.04	USD	per
EUR.	Conclusively,	The	EUR	value	has	increased	over	the	USD.	Following	the	increase	in	EUR	value,	if	the	contract	of	carriage	has	been	arranged	as	freight	prepaid	and	is	not	negotiable	to	change	to	freight	collect,	importer	B	can	choose	to	exercise	the	currency	futures	they	previously	purchased	at	1.14	USD	per	EUR	The	net	savings	he	has	made
will	be	(1.14-1.04)	x	USD	98,000	=	USD	9,800	from	that	shipment.	Letterof	Credit	Requirement	A	letter	of	credit	is	a	document	of	credit	where	financing	the	trade	is	undertaken	by	a	bank.	With	a	Letter	of	Credit,	the	bank	guarantees	payment	of	the	transported	goods	but	holds	the	bill	of	lading	as	a	lien	for	payment	from	the	importer.	Therefore,	the
bank	can	dictate	the	terms	of	the	bill	of	lading,	of	course	with	consideration	of	the	arrangement	required	by	the	importer	and	exporter	too.	Should	the	terms	of	the	letter	of	credit	require	a	bill	of	lading	to	be	arranged	under	freight	prepaid	or	freight	collect	terms,	the	seller	has	to	prepare	a	booking	with	the	carrier	in	accordance	with	the	document
requirements	of	the	bank.	ADDITIONAL	READING:	To	Order	Bill	of	Lading	Conclusion	This	concludes	the	post	where	we	explain	more	about	thefreight	terms,	Freight	Prepaid	and	Freight	Collect.	The	ocean	carrier	provides	this	term	for	the	seller	and	importeras	an	additional	option	for	them	to	choose.	Stay	tuned	for	more	information	about	logistics
and	freightpreparation.	We	do	welcome	any	questions	you	wish	to	ask	us,	do	let	us	acomment	below	if	you	have	any	questions!	AMWARE'S	COREVALUESDEDICATIONRESPECTINNOVATIONVERSATILEEXCELLENCENegotiating	shipping	contracts	can	feel	a	bit	like	a	game	of	chess.	You	make	one	wrong	move	and	the	whole	game	is	lost.	One	of
those	wrong	moves	is	agreeing	to	shipping	terms	you	dont	actually	understand.	Unfortunately,	this	is	a	rather	common	occurrence	and	one	of	the	biggest	mistakes	we	see	on	a	daily	basis.Freight	Prepaid	and	Freight	Collect	are	two	such	terms	that	are	often	confused	and	misunderstood.	Keep	reading	to	get	a	better	understanding	of	freight	collect	and
freight	prepaid,	then	contact	the	team	at	Amware	to	simplify	your	shipping	process.Freight	Collect	Vs.	Prepaid:	Whats	the	Difference?Freight	prepaid	and	freight	collect	are	two	terms	used	to	define	who	pays	for	a	specific	freight	shipment,	but	they	are	often	paired	with	another	term,	which	defines	who	owns	a	shipment	until	delivery.Freight
PrepaidFreight	Prepaid	indicates	that	the	shipper	or	consignor	is	responsible	for	the	shipping	charges,	as	well	as	any	ancillary	charges	that	might	come	up	along	the	way.	This	is	also	sometimes	referred	to	as	Prepaid	&	Add.FOB	Origin,	Freight	Prepaid:	In	this	scenario,	the	buyer	takes	ownership	of	the	shipment	when	it	is	picked	up	by	the	carrier.
However,	the	seller	maintains	the	responsibility	for	the	cost	and	safety	of	the	shipment.FOB	Destination,	Freight	Prepaid:	In	this	scenario,	the	seller	maintains	ownership	of	the	shipment	throughout	the	shipping	process	and	is	responsible	for	the	cost	and	safety	of	the	shipment	until	delivery.Freight	CollectFreight	Collect	indicates	that	the	consignee
or	shipment	receiver	is	responsible	for	the	shipping	charges,	as	well	as	any	ancillary	charges.	This	is	sometimes	referred	to	as	Collect	Upon	Arrival.FOB	Origin,	Freight	Collect:In	this	scenario,	the	buyer	or	receiver	of	the	shipment	takes	ownership	as	soon	as	it	is	picked	up	by	the	carrier	at	the	origin	pick-up	location.	The	buyer	is	also	responsible	for
the	cost	and	safety	of	the	shipment	until	arrival.FOB	Destination,	Freight	Collect:	In	this	scenario,	the	seller	maintains	ownership	of	the	shipment	throughout	the	shipment	process,	and	would	be	responsible	if	something	were	to	happen	to	the	shipment.	However,	the	buyer	is	responsible	for	the	cost	of	the	shipment.Common	Shipping	Acronyms	&
Their	MeaningsIn	addition	to	Freight	Prepaid	and	Freight	Collect,	there	are	a	couple	of	other	key	terms	youll	want	to	be	familiar	with	when	negotiating	shipping	contracts	including	the	following.FOB,	Free	on	Board:	This	is	the	point	in	the	supply	chain	in	which	the	buyer	accepts	ownership	of	a	shipment	and	the	seller	relinquishes	their
ownership.COD,	Cash	on	Delivery:	This	is	a	situation	in	which	the	carrier	would	collect	payment	when	the	shipment	is	delivered.BOL,	Bill	of	Lading:	This	is	the	terms	and	conditions	for	the	shipment	that	outlines	the	freight	and	payment	terms.Let	Amware	Take	Care	of	Your	LogisticsShipping	industry	jargon	isnt	for	everyone.	The	full-service	freight
and	logistics	professionals	at	Amware	are	here	to	help.	Our	team	of	experienced	professionals	can	work	with	you	to	get	the	right	terms	for	your	business	and	make	sure	your	deliveries	arrive	on	time	safely.	Want	to	learn	more?	Contact	us	to	get	a	free	quote	on	your	LTL	shipping	now,	or	sign	up	today	to	get	a	free	30-day	trial	of	our	premium	LTL
software	platform,	Amrate.Join	our	monthly	newsletter	to	get	our	blogs	right	to	your	inbox	so	you	never	miss	a	beat.	DHL	Freight	now	supports	civil	emergency	prevention	in	Germany.	In	November	2025,	DHL	Freight	joined	the	German	Federal	Transport	Organization	...	Every	industry	has	unique	jargon,	and	the	trucking	industry	is	no	exception.	The
transportation	world	is	full	ofdistrict	phrases,	acronyms,	and	abbreviations	and	this	terminology	can	quickly	get	confusing.One	of	the	most	common	things	that	shippers	and	consignees	struggle	to	understand,	in	relation	to	their	freight	costs,	are	the	phrases	freight	prepaid	and	freight	collect.However,	when	it	comes	to	the	transportation	of	your
cargo,	confusion	about	what	these	phrases	phrases	that	indicate	which	party	is	responsible	for	paying	for	and	overseeing	the	transportation	of	a	load	mean	is	the	last	thing	you	need.Here	at	Anderson	Trucking	Service	(ATS),	weve	been	helping	companies	manage	their	supply	chain	logistics	since	1955.	During	this	time,	questions	about	these	phrases
have	come	up	regularly.Although	freight	collect	and	freight	prepaid	have	relatively	simplistic	definitions,	they	can	make	a	large	impact	on	your	transportation	supply	chain	and	budget.	So	lets	make	sure	you	understand	exactly	whats	expected	of	you	when	these	phrases	appear	in	your	shipping	contracts.What	Does	Freight	Collect	Mean?The	term
"freight	collect"indicates	that	the	receiver	(or	consignee)	of	the	cargo	is	responsible	for	paying	for	its	transportation.Also	commonly	referred	to	as	collect	upon	delivery	all	charges	(including	any	supporting/additional	fees)	must	be	borne	by	the	consignee	of	shipments	that	are	given	a	freight	collect	denotation.What	Are	The	Advantages	of	Freight
Collect	for	Consignees	and	Shippers?As	the	consignee	of	a	shipment,	operating	under	freight	collect,	gives	you	a	bit	more	control	over	your	final	costs	by	limiting	a	shippers	(your	products	sellers)	ability	to	build	margin	into	multiple	points	of	this	transaction.Instead	of	having	the	shipper	arrange	your	freights	transport,	and	trusting	their	ability	to	do
so	cost-effectively,	as	the	consignee,	youll	gain	more	cost	control	through	freight	collect	terms	of	sale.For	shippers,	the	advantage	of	freight	collect	is	fairly	obvious:	the	shipper	is	not	responsible	for	paying	any	charges	associated	with	transporting	their	goods	which	can	become	a	major	expense,	requiring	additional	resources	and	investment	(i.e.,
hiring	an	employee,	purchasing	technology,	managing	outbound	freight,	etc.)What	Does	Freight	Prepaid	Mean?When	"freight	prepaid"is	listed	on	a	shipping	agreement,	all	charges	associated	with	its	transport,	including	its	freight	bill	and	ancillary	fees,	are	the	responsibility	of	the	shipper.In	some	instances,	the	term	freight	prepaid	is	exchanged	for
prepaid	&	add	but	these	have	identical	meanings.What	Are	The	Advantages	of	Freight	Prepaid	for	Consignees	and	Shippers?As	a	consignee,	having	your	shipper	handle	the	costs	of	getting	freight	to	your	door	removes	this	debit	from	your	balance	sheet.	In	turn,	the	sunk	costs	associated	with	purchasing	a	product,	or	moving	your	cargo,	decline
allowing	you	to	save	money,	especially	if	transportation	isnt	your	expertise.For	shippers,	paying	for	cargo	transportation	costs	can	be	an	excellent	way	to	add	value	to	every	transaction.	Not	only	does	this	make	their	consignees	lives	easier	increasing	the	likelihood	of	repeat	business	but	this	is	also	another	way	to	ensure	revenue	targets	are	met	on
each	transaction.Other	Freight	Payment	Terms	to	KnowAlthough	you	came	to	this	article	to	learn	specifically	about	freight	prepaid	and	freight	collect,	here	are	some	related	terms	that	you	should	also	be	aware	of	as	theyre	commonly	used	in	reference	to	freight	payments.Third-Party	Freight:	Used	when	the	party	responsible	for	paying	the	freight	bill
is	neither	the	shipper	nor	the	consignee.	Usually	applied	when	a	logistics	company	pays	to	move	goods	from	a	supplier	to	its	final	destination.Cash	On	Delivery:Used	to	signify	that	a	driver	will	collect	payment	for	a	shipment	when	it	delivers.	COD	is	used	when	a	shipping	contract	denotes	freight	collect	but	is	becoming	less	common	due	to	the	risks
associated	with	this	process.Free	On	Board	(FOB):	Used	to	indicate	at	which	point	the	risk,	responsibilities,	and	costs	associated	with	a	shipment	pass	from	the	shipper/seller	to	the	buyer/consignee.FOB	Shipping	Point	(Origin),	Freight	Prepaid:	The	buyer/consignee	assumes	responsibility	for	the	shipment	at	its	point	of	origin.	The	shipper/seller	pays
for	the	transportation	of	the	goods.FOB	Shipping	Point	(Origin),	Freight	Collect:	The	buyer/consignee	assumes	responsibility	for	the	shipment	at	its	point	of	origin	and	pays	for	the	transportation	of	the	goods.FOB	Destination	Point,	Freight	Prepaid:	The	shipper/seller	retains	responsibility	for	all	goods	until	delivery	and	pays	for	the	transportation	of
the	goods.FOB	Destination	Point,	Freight	Collect:	The	shipper/seller	retains	responsibility	for	all	goods	until	delivery.	Upon	delivery,	the	buyer/consignee	pays	for	the	transportation	of	the	goods.	Related	Content:	Trucking	Terminology:	A	Glossary	of	Common	Shipping	Terms	All	About	International	Commercial	(Inco)	TermsNow	that	you	understand
where	your	responsibilities	lie,	should	you	run	into	the	terms	freight	prepaid	and	freight	collect	in	the	future,	and	some	things	to	think	about	when	deciding	how	to	structure	your	own	contracts,	lets	take	this	a	step	further.You	see,	as	freight	shipments	get	more	complex	with	additional	touchpoints	to	consider	and	arrangements	to	oversee	so	too	must
the	terms	outlining	the	expectations	for	all	parties.And,	although	the	terms	outlined	below	cover	the	majority	of	domestic	shipments,	they	fail	to	cover	the	intricacies	of	international	transport.This	is	where	International	Commercial	Terms,	commonly	called	incoterms,	come	into	play.	Incoterms	are	a	central	piece	of	the	international	transportation
marketplace,	ensuring	all	risks,	liabilities	and	costs	are	doled	out	correctly.As	such,	its	important	to	understand	the	eleven	terms	that	govern	international	freight	movement	as	youll	likely	encounter	them	in	the	future.	Luckily,	weve	written	an	article	outlining	each	of	them	here.Finally,	if	you	have	any	questions	about	the	terminology	you	just	learned,
or	would	like	clarity	on	the	terms	used	for	a	specific	shipment	you	have	coming	up,	dont	hesitate	to	reach	out	to	us	here	at	ATS.	Were	always	happy	to	help	you	in	any	way	you	need.The	freight	notation	is	a	specific	reference	included	in	the	transport	document	that	indicates	whether	the	shipper	has	already	paid	the	freight	costs	in	advance,	labeled	as
freight	prepaid,	or	if	the	consignee	is	responsible	for	paying	the	transport	costs	upon	the	goods	arrival	at	the	destination,	labeled	as	freight	collect,	or	freight	payable	at	destination.In	the	case	of	charter	party	contracts,	the	freight	notation	may	indicate	freight	payable	as	per	charter	party	instead	of	freight	collect,	or	freight	payable	at
destination.Which	Party	Pays	the	Freight	Costs?	Exporter	or	Importer?Determining	the	party	who	arranges	the	transportation	and	pays	for	the	transport	cost	is	one	of	the	major	decisions	in	any	international	trade	transaction.The	agreed	terms	of	delivery,	also	known	as	incoterms,	determines	whether	freight	charges	are	to	be	paid	by	the	exporter	or
the	importer.If	freight	charges	are	to	be	paid	by	the	exporter,	then	this	must	be	indicated	on	the	transport	document	with	a	freight	notation	such	as	Freight	Prepaid.On	the	other	hand,	if	freight	charges	are	to	be	paid	by	the	importer,	then	this	must	be	indicated	on	the	transport	document	with	a	freight	notation	such	as	Freight	Collect.The	Relationship
Between	Sales	Contract,	Contract	of	Carriage	and	Freight	ChargesContract	of	Sale	is	the	main	contract	in	international	trade.	It	is	signed	between	the	exporter	and	the	importer,	and	this	contract	defines	each	parties	roles	and	responsibilities.Once	the	sales	contract	is	signed,	the	exporter	and	importer	start	signing	additional	contracts	with	third
party	service	providers	to	complete	the	transaction.For	example,contract	of	carriage	should	be	signed	with	the	carrier,insurance	contract	should	be	signed	with	the	insurance	company,inspection	contract	should	be	signed	with	the	inspection	company,a	contract	with	customs	broker	should	be	signed	in	order	to	clear	the	goods	from	customs.The
contract	of	sale	determines	by	whom,	either	the	exporter	or	the	importer,	the	above	mentioned	additional	contracts	should	be	signed.Incoterms	and	Freight	ChargesAccording	to	the	Incoterms	2010	rules,	the	exporter	must	conclude	the	contract	of	carriage	with	the	carrier	and	pay	for	the	freight	under	CFR,	CIF,	CPT,	CIP,	DAT,	DAP,	DDP
terms.Freight	prepaid	is	the	correct	freight	notation	that	should	be	used	on	transport	documents	under	CFR,	CIF,	CPT,	CIP,	DAT,	DAP,	DDP	trade	terms.Incoterms	2010	rules	also	dictates	that	under	EXW,	FCA,	FAS	and	FOB	trade	terms	the	importer	must	arrange	the	transportation	and	pay	for	the	freight	charges.Letter	of	Credit
Example:Introduction:An	exporter	from	India	signed	a	sales	contract	with	a	buyer	from	United	Kingdom	for	the	sales	of	turmeric.The	sales	contract	states	that	the	payment	term	is	a	confirmed	letter	of	credit	payable	at	sight	and	the	transport	document	is	a	marine	bill	of	lading.And	the	trade	term	is	CFR	Cost	and	Freight.	(CFR	Port	of	Felixstowe,
Incoterms	2010)According	to	the	incoterms	2010	rules,	under	CFR	trade	terms,	the	seller	must	contract	or	procure	a	contract	for	the	carriage	of	the	goods	from	the	agreed	point	of	delivery,	if	any,	at	the	place	of	delivery	to	the	named	port	of	destination	or,	if	agreed,	any	point	at	that	port.As	a	result	the	freight	notation	on	the	marine	bill	of	lading
must	be	Freight	Prepaid.Letter	of	Credit:46A:	Documents	RequiredFULL	SET	OF	ORIGINAL	SHIPPING	COMPANY	SHIPPED	ON	BOARD	MARINE	BILL	OF	LADING	TROUGH	AN	INTERNATIONAL	UNIFORM	SHIPPING	LINES	MADE	OUT	TO	THE	ORDER	OF	HSBC	BANK,	LONDON	BRANCH,	UK	NOTIFY	APPLICANT	MARKED	FREIGHT
PREPAID.Bill	of	Lading:Bill	of	lading	indicates	that	FREIGHT	PREPAID.	When	suppliers	enter	into	partnerships	with	retailers,	which	delivery	method	is	best:	prepaid	or	collect?	The	short	answer	is	it	depends!The	true	answer	is	what	well	explain	in	this	article.	Prepaid	and	collect	delivery	both	have	advantages	and	disadvantages	depending	on	the
suppliers	business,	the	retailer	receiving	the	shipments,	delivery	expectations,	penalties,	budget	concerns,	and	more.Well	begin	by	defining	basic	shipping	terms	and	then	deep	dive	into	what	suppliers	should	consider	when	deciding	to	deliver	collect	vs.	prepaid.Freight	Collect	vs.	Freight	PrepaidIn	simple	terms,	shipments	that	are	sent	collect	require
the	receiving	party	to	pay	all	shipping	charges.	Shipments	that	are	sent	prepaid	require	the	party	shipping	the	freight	to	pay	all	shipping	charges.In	this	article,	we	will	explore	more	than	the	simple	differences	between	collect	and	prepaid	shipping.	Well	look	at	the	advantages	of	each,	how	it	impacts	Walmart	suppliers,	and	free	resources	to	help
suppliers	decide	which	method	is	best	for	their	business.Overview	of	Shipping	TerminologyIf	you	are	a	new	supplier,	or	if	youre	new	to	the	logistics	team	of	your	company,	some	of	the	jargon	can	be	overwhelming!	Besides	knowing	the	difference	between	collect	and	prepaid,	there	are	other	terms	to	be	familiar	with	as	you	go	into	negotiations	with
clients.	Some	common	ones	include:3PL:	3PL	is	short	for	third-party	logistics.	Companies	will	contract	with	a	3PL	in	order	to	outsource	shipping,	inventory	management,	and	warehousing.Bill	of	Lading	(BOL):	The	bill	of	lading	is	the	overall	terms	and	conditions	for	the	shipment.	The	BOL	is	where	freight	and	payment	terms	are	defined.Cash	on
Delivery	(COD):	Cash	on	delivery	requires	the	shipping	party	to	collect	payment	upon	delivery	of	the	freight.Free	on	Board	(FOB):	Free	on	board	is	the	hand-off	point	between	the	buyer	and	seller	in	the	supply	chain.	FOB	is	literally	the	point	where	ownership	of	the	freight	is	transferred	from	the	shipping	party	to	the	receiving	party.	In	negotiation	for
shipping	and	receiving,	FOB	will	be	used	in	conjunction	with	how	the	freight	will	be	paid	as	well	as	where	ownership	changes:FOB	Destination	Point	(Freight	Prepaid):	The	party	shipping	the	freight	is	responsible	for	and	retains	ownership	of	the	freight	through	delivery.	The	shipping	party	also	pays	all	fees	required	for	the	shipment.FOB	Destination
Point	(Freight	Collect):	The	shipping	party	is	responsible	for	and	retains	ownership	of	the	freight	until	it	arrives	at	its	final	destination.	Upon	arrival,	the	buying	or	receiving	party	pays	for	the	transportation	of	the	freight.FOB	Shipping	Point	(Freight	Prepaid):	The	buying	or	receiving	party	owns,	assumes	liability,	and	is	responsible	for	the	freight	at
the	point	of	origin.	The	shipping	party	pays	for	the	shipping	of	all	goods.FOB	Shipping	Point	(Freight	Collect):	The	buying	or	receiving	party	owns,	assumes	liability,	and	is	responsible	for	the	freight	at	the	point	of	origin.	They	buying	party	also	pays	for	the	shipping	of	all	goods.Third-Party	Freight:	Third-party	freight	means	that	the	company
responsible	for	paying	the	freight	bill	is	not	the	company	receiving	or	shipping.	It	usually	means	an	outside	logistics	company	is	paying	to	transport	the	shipment	from	a	supplier	to	the	receiving	party.What	Is	Freight	Collect?When	a	company	chooses	to	ship	freight	collect,	the	buying	or	receiving	party	assumes	responsibility	for	all	aspects	of
transporting	the	freight.	The	selling	party	simply	has	to	prepare	the	freight	for	pickup	as	agreed	to	on	the	purchase	order.The	buying	or	receiving	party	may	have	its	own	logistics	system	to	ship	collect	deliveries	or	contract	with	a	third-party	carrier.What	Is	Freight	Prepaid?When	a	company	chooses	to	ship	freight	prepaid,	the	shipping	party	assumes
responsibility	for	all	aspects	of	transporting	freight	to	the	buying	or	receiving	party.	This	includes	all	logistical	responsibility,	whether	using	their	own	system	or	partnering	with	a	3PL.This	means	costs	associated	with	partnering	with	a	3PL	fall	on	the	shipping	party.	Any	penalties	or	fines	from	the	receiving	party	will	still	go	back	to	the	shipping	party,
not	the	3PL.Freight	Collect	Pros	and	ConsWhen	deciding	between	using	the	collect	vs.	prepaid	shipping	methods,	one	isnt	superior	to	the	other.	Which	method	will	be	most	beneficial	depends	largely	on	the	shippers	business	and	the	requirements	set	up	by	the	receiver.	Well	first	look	at	the	pros	and	cons	of	shipping	freight	collect:Pros	of	Freight
CollectLess	responsibility	The	selling	party	is	essentially	handing	all	the	transportation	work	over	to	the	receiving	party.	For	the	selling	partys	bottom	line,	this	can	translate	into	fewer	staff	needed,	lower	costs	involved,	and	fewer	resources	needed	in	the	fulfillment	process.Fewer	compliance	issues	The	selling	party	does	not	have	to	worry	about
delivery	non-compliance.	Sellers	only	have	to	ensure	orders	are	accurate	and	ready	to	be	picked	up	by	the	appointment	time	on	the	purchase	order.	Not	having	to	deal	with	delivery	arrival	times	and	other	compliance	issues	means	not	having	to	pay	additional	penalties.Transportation	costs	When	using	freight	collect,	shipping	parties	will	agree	upon
transportation	terms	usually	once	a	year	with	clients.	This	eliminates	unforeseen	problems	popping	up	unexpectedly	in	shipping	costs.Cons	of	Freight	CollectGiving	up	control	In	using	the	freight	collect	method,	the	shipping	party	relinquishes	a	good	deal	of	control.	More	than	controlling	the	physical	shipment	of	the	freight,	the	seller	also	give	up
control	of	shipping	times,	costs,	carrier	choice,	and	some	supply	chain	visibility.Not	managing	delivery	times	Not	having	to	deal	with	delivery	time	compliance	may	seem	like	a	pro,	but	giving	up	this	control	can	easily	hurt	a	sellers	bottom	line.	While	clients	may	have	high	expectations	and	guidelines	for	how	and	when	a	seller	delivers	freight,	they	may
not	hold	themselves	to	the	same	expectations.	This	can	potentially	hurt	a	sellers	on-shelf	availability	and	result	in	missed	sales.No	delivery	cost	flexibility	In	negotiating	collect	shipping	agreements,	the	receiving	party	will	work	the	cost	of	transportation	into	the	contract.	By	locking	into	this	charge	(usually	negotiated	once	a	year),	the	seller	loses	any
flexibility	to	save	on	shipping	costs	should	opportunities	present	themselves	throughout	the	year.Freight	Prepaid	Pros	and	ConsAs	stated	previously,	one	method	is	not	necessarily	better	than	the	other	in	all	cases.	Heres	a	look	at	the	pros	and	cons	of	shipping	freight	prepaid:Pros	of	Freight	PrepaidCost	control	When	shipping	freight	prepaid,	the	seller
will	determine	the	cost	of	shipping.	Since	the	seller	assumes	the	liability	of	freight	costs,	they	can	negotiate	how	much	the	receiving	party	will	pay	for	shipments.Control	over	special	shipping	Freight	prepaid	means	the	shipping	party	legally	owns	the	freight	while	it	is	in	transit.	Ownership	then	transfers	to	the	buying	or	receiving	party	once	the
shipment	has	been	delivered.	This	method	is	most	beneficial	to	businesses	buying	and	selling	fragile	merchandise,	or	freight	that	requires	a	custom	delivery	method.Ease	of	upfront	payment	Sellers	using	freight	prepaid	enjoy	a	relatively	upfront	method	of	payment.	This	means	that	before	the	freight	is	shipped	to	the	client,	most	of	the	shipping	costs
are	covered.	For	the	shipper,	this	cuts	back	the	added	costs	of	potential	returned	freight.Cons	of	Freight	PrepaidAdded	responsibility	Full	responsibility	for	shipping	falls	on	the	shipping	party.	While	complete	control	can	be	a	pro,	the	penalties	for	non-compliance	also	come	with	it!	When	small	companies	use	a	third-party	carrier,	late	charges	will	still
go	back	to	the	shipping	company,	not	the	carrier.Added	costs	More	responsibility	in	any	area	brings	more	costs,	even	if	the	work	is	outsourced.	Companies	choosing	to	ship	freight	prepaid	still	have	to	monitor	performance,	even	when	working	with	a	3PL.	This	requires	the	company	to	add	labor	and	resources	for	everything	from	contract	negotiation,
to	research,	and	more.Choosing	a	logistics	partner	Not	every	seller	has	their	own	shipping	fleet	or	chain	of	warehouses.	Many	will	need	to	contract	with	a	3PL,	consolidator,	or	carrier.	Mistakes	made	by	a	third	party	will	result	in	penalties	for	the	seller.	This	means	lost	sales,	reduction	in	shelf	space,	or	even	having	items	removed	from	the	modular	all
together.	Time	and	research	have	to	be	put	into	partnering	with	the	third	party	that	will	represent	the	seller	wellImplications	for	Walmart	SuppliersAs	a	Walmart	supplier,	should	you	choose	collect	or	prepaid?	If	you	are	not	currently	delivering	to	Walmart,	you	need	to	know	about	On	Time	In	Full	(OTIF).OTIF	is	Walmarts	compliance	measure	of	how	a
suppliers	freight	arrives	at	a	Walmart	store	or	distribution	center.	As	its	name	states,	Walmart	is	asking	two	questions	of	each	supplier	delivery:	Did	the	freight	arrive	on	time?	and	Did	the	freight	arrive	in	full?When	supplying	to	Walmart,	meeting	the	OTIF	requirements	should	be	a	major	factor	in	choosing	between	delivering	prepaid	or	collect.
Current	suppliers	are	using	both	methods	and	even	partnering	with	3PLs	to	stay	compliant	with	Walmart	guidelines.ConclusionCollect	and	prepaid	freight	both	have	advantages,	depending	on	your	business	needs	and	the	clients	you	serve.	If	you	have	questions	about	which	method	will	work	best	for	your	business	with	Walmart,	check	out	our	free
resources	for	suppliers:	October	24,	2018	69322	Views	Freight	charges	can	get	a	little	complicated	if	you	arent	familiar	with	what	they	all	mean.	Whats	the	difference	between	a	prepaid	and	collect	freight	charge	for	instance?	And	what	is	a	send	freight	bill	when	its	at	home?Lets	take	some	time	to	unravel	the	jargon,	so	you	can	figure	out	precisely
what	you	need	to	pay	and	be	done	with	it.Whats	the	Difference	between	Collect,	Prepaid,	&	3rd	Party	Freight	Charges?PrepaidFreight	charges	that	are	prepaid	will	be	paid	by	the	shipper.	If	youve	received	a	parcel	and	it	is	prepaid	therefore,	there	is	nothing	for	you	to	pay.	If	freight	prepaid	is	specified,	it	means	that	the	shipper	or	the	consignor	is
responsible	for	the	freight.	This	is	abbreviated	to	PPD.CollectFreight	charges	that	are	collect	are	paid	by	the	consignee	This	is	abbreviated	to	col.	Just	make	sure	that	the	recipient	knows	they	are	expected	to	pay	the	amount	before	you	send	the	delivery,	or	you	can	end	up	with	an	unhappy	customer!	In	some	cases,	this	type	of	freight	charge	is	called
collect	upon	arrival	as	it	is	handled	at	the	time	of	shipment	arrival.Third-Party	3PLThird-party	freight	charges	are	those	paid	by	well,	a	third	party.	That	means	someone	other	than	the	sender	or	the	consignee.	That	could	mean	for	instance	that	a	company	pays	for	something	to	be	delivered	from	a	supplier	direct	to	the	customer.	This	is	written	as	TPB
Third-Party	Bill.	In	this	case,	the	logistics	company	is	responsible	for	all	LTL	and	additional	charges.CODCOD	stands	for	Cash	(or	Check)	on	Delivery.	This	means	that	the	carrier	will	ask	for	payment	from	the	recipient	and	return	those	to	the	shipper.	This	is	separate	from	the	freight	charges,	meaning	that	the	consignee	may	be	required	to	pay	twice.
This	method	works	great	when	the	buyer	wants	to	pay	on	delivery,	and	the	shipper	prefers	to	deliver	the	goods	after	they	have	been	paid	for	in	full.Send	Freight	Bill	or	Bills	of	LadingFinally,	these	are	charges	that	are	paid	by	a	party	that	relates	to	the	shipper	or	the	consignee	on	their	behalf.	This	is	often	abbreviated	to	SFB.	Bills	of	lading	are	official
documents	highlighting	the	type	of	item	and	the	number	of	items	being	transported.So,	there	you	have	it!	Now	you	know	what	to	say	when	asked	if	you	want	to	send	something	prepaid,	and	you	know	what	to	expect	if	you	order	something	that	is	collect.Additional	Reading:	Understanding	the	Different	Freight	ChargesNebraska	Warehouse	One-Stop
ShopNebraska	Warehousedoesnt	just	help	to	facilitate	your	shipments,	we	are	truly	a	one-stop	shop	solutions	provider.	Our	services	include:	Nebraska	Warehouse	One-Stop-Shop	|	TechnologyEnabled	3PL	Value-Added	Services	Warehouse	|	Freight	Broker	|	Logistics	Nebraska	Warehouse	doesnt	just	help	to	facilitate	your	shipments,	but	we	are	truly	a
one-stop-shop	solutions	provider.	Our	services	include:	The	latest	information	about	our	Omaha	storage	warehouse	services	Logistics	Automation	in	inventory	auditing	plays	a	crucial	role	in	modern	inventory	management	systems	by...	More	Details	November	4,	2025	Logistics	Tech	gadgets	have	become	indispensable	for	warehouse	teams	during	the
holiday	season,	when	rising...	More	Details	September	19,	2025	E-Commerce	Pick	and	pack	services	handle	selecting	individual	items	from	inventory	and	packaging	them	for...	More	Details	August	8,	2025	E-Commerce	As	the	year	winds	down,	the	holiday	season	brings	a	sharp	spike	in	orders,	returns,	and	customer...	More	Details	July	14,	2025	3PL
Ninety	percent	of	fleet	owners	with	electric	vehicles	plan	to	add	more	and	a	whopping	87...	More	Details	June	2,	2025	3PL	Imagine	you	launch	a	product,	someone	buys	it	online,	and	without	touching	a	single	box	or	juggling...	More	Details	May	12,	2025	3PL	In	the	fast-paced	warehouse	workplace,	efficiency	often	takes	priority.	You're	moving
inventory,...	More	Details	April	23,	2025	Did	you	know	that	the	shipping	and	freight	industry	is	a	multi-trillion-dollar	global	market?	With	so	much	at	stake,	understanding	the	intricacies	of	shipping	terms	can	make	a	significant	difference	in	how	businesses	operate.	Among	these	terms,	freight	prepaid	stands	out	as	a	crucial	concept	that	every	shipper,
consignee,	and	business	owner	should	grasp	to	navigate	the	shipping	landscape	effectively.In	this	blog	post,	we	will	delve	into	what	freight	prepaid	means	in	shipping	terms,	its	implications	for	both	shippers	and	consignees,	and	how	it	can	impact	your	business	relationships	and	operations.	Well	also	explore	related	terms,	such	as	freight	collect	and
FOB	(Free	on	Board),	to	provide	you	with	a	well-rounded	understanding	of	freight	payment	agreements.	By	the	end	of	this	post,	you	will	not	only	comprehend	the	mechanics	of	freight	prepaid	but	also	appreciate	its	role	in	fostering	trust	and	efficiency	in	shipping	transactions.As	we	navigate	through	this	topic,	we	will	cover	the	definition	of	freight
prepaid,	compare	it	with	freight	collect,	discuss	its	advantages	and	disadvantages,	and	provide	practical	examples.	Our	aim	is	to	equip	you	with	the	knowledge	needed	to	make	informed	decisions	when	it	comes	to	shipping	agreements.	Lets	embark	on	this	journey	together!What	is	Freight	Prepaid?Freight	prepaid	refers	to	a	shipping	arrangement
where	the	shipper,	or	seller	of	goods,	pays	the	freight	charges	upfront	before	the	shipment	is	sent	to	the	consignee,	or	buyer.	This	term	is	often	used	in	conjunction	with	the	ownership	transfer	of	goods,	which	can	be	specified	through	terms	like	FOB	destination	or	FOB	origin.Key	Components	of	Freight	PrepaidUpfront	Payment:	In	a	freight	prepaid
agreement,	the	shipper	pays	the	shipping	costs	ahead	of	time,	ensuring	that	all	freight	charges	are	settled	before	the	goods	leave	the	shipping	dock.Ownership	Transfer:	Depending	on	the	terms	specified	(such	as	FOB),	the	ownership	of	the	goods	may	transfer	at	the	point	of	origin	or	upon	delivery.	In	FOB	destination	terms,	the	shipper	retains
ownership	and	responsibility	until	the	goods	reach	the	consignee.Responsibility	for	Additional	Charges:	The	shipper	is	responsible	for	any	additional	charges	that	may	arise	during	transport,	such	as	fuel	surcharges	or	storage	fees,	unless	otherwise	agreed	upon.Simplified	Billing	for	the	Consignee:	By	including	freight	costs	in	the	overall	pricing,	the
consignee	often	finds	it	easier	to	manage	their	accounts	and	budgeting,	as	they	do	not	have	to	deal	with	separate	freight	charges.How	Freight	Prepaid	WorksWhen	a	buyer	places	an	order,	the	seller	calculates	the	total	cost	of	the	goods	and	includes	the	freight	charges.	The	total	is	presented	to	the	buyer,	who	pays	for	the	goods	along	with	the
shipping	costs	upfront.	The	seller	then	arranges	for	the	transportation	of	the	goods,	ensuring	that	everything	is	handled	efficiently	and	on	time.Example	ScenarioConsider	a	company	that	sells	furniture.	When	a	store	orders	a	batch	of	tables,	the	seller	quotes	a	price	that	includes	the	cost	of	the	tables	and	the	shipping	fees.	After	the	store	pays	this
total	amount,	the	seller	ships	the	tables	to	the	stores	location.	Here,	the	seller	has	taken	on	the	risk	and	responsibility	of	shipping,	which	can	enhance	the	relationship	with	the	buyer,	as	the	latter	does	not	have	to	worry	about	unexpected	shipping	charges.Freight	Prepaid	vs.	Freight	CollectTo	better	understand	freight	prepaid,	its	essential	to	compare
it	with	its	counterpart:	freight	collect.	The	fundamental	difference	lies	in	who	is	responsible	for	the	payment	of	freight	charges.What	is	Freight	Collect?Freight	collect	indicates	that	the	consignee	(the	recipient	of	the	shipment)	is	responsible	for	paying	the	freight	charges	upon	delivery.	This	means	that	the	shipper	does	not	pay	for	shipping	upfront,
and	all	costs	are	settled	at	the	point	of	delivery.Pros	and	Cons	of	Freight	CollectPros:Cash	Flow	Advantage:	The	seller	does	not	incur	upfront	shipping	costs,	which	can	improve	cash	flow.Greater	Control	for	Consignees:	Buyers	can	negotiate	their	shipping	terms	and	choose	their	carriers,	giving	them	more	flexibility.Cons:Risk	of	Non-Payment:	If	the
consignee	refuses	to	pay	upon	delivery,	the	seller	may	face	complications,	including	having	the	shipment	returned	at	their	expense.Potential	Delays:	If	the	consignee	is	not	prepared	to	handle	the	freight	charges	upon	delivery,	it	could	lead	to	delays	in	receiving	the	goods.When	to	Use	Freight	Prepaid	vs.	Freight	CollectChoosing	between	freight
prepaid	and	freight	collect	depends	on	several	factors,	including	the	relationship	between	the	shipper	and	consignee,	the	nature	of	the	goods	being	shipped,	and	cash	flow	considerations.Freight	Prepaid	is	often	favored	when:Building	trust	with	new	customersShipping	fragile	or	high-value	itemsSimplifying	the	billing	process	for	the	consigneeFreight
Collect	may	be	preferable	when:The	consignee	has	a	reliable	shipping	arrangement	already	in	placeThe	goods	are	less	costly	or	part	of	a	larger,	ongoing	business	relationshipAdvantages	of	Freight	PrepaidEnhanced	Customer	Trust:	By	taking	responsibility	for	shipping	costs,	the	shipper	can	foster	a	sense	of	reliability	and	trust	with	the	consignee.
This	upfront	approach	often	results	in	better	customer	relationships.Easier	Logistics	Management:	The	shipper	has	full	control	over	the	shipping	process,	ensuring	that	the	logistics	are	handled	to	their	standards.	This	can	reduce	the	likelihood	of	mishaps	during	transit.Reduced	Risk	of	Disputes:	Since	the	shipper	pays	for	all	freight	charges	upfront,
there	is	less	chance	of	disputes	over	additional	costs	that	can	arise	during	shipping.Improved	Cash	Flow	for	Consignees:	Consignees	appreciate	the	simplicity	of	having	all	costs	bundled	together,	allowing	them	to	manage	their	budgets	more	accurately.Disadvantages	of	Freight	PrepaidPotential	for	Increased	Costs:	If	unforeseen	charges	arise	during
shipping,	the	shipper	may	have	to	absorb	these	costs,	which	can	impact	their	profit	margins.Cash	Flow	Challenges	for	Shippers:	Paying	for	freight	upfront	can	strain	the	cash	flow	of	smaller	businesses,	especially	if	they	are	shipping	large	volumes	at	once.Less	Flexibility	for	Consignees:	Some	consignees	may	prefer	to	manage	their	own	shipping
arrangements,	which	can	lead	to	dissatisfaction	if	they	feel	they	are	losing	control	over	the	logistics.Real-World	Application	of	Freight	PrepaidLets	take	a	hypothetical	example	involving	a	food	distributor	and	a	local	restaurant.	The	distributor	decides	to	offer	freight	prepaid	terms	on	a	shipment	of	fresh	produce.By	paying	the	freight	costs	upfront,	the
distributor	ensures	that	the	restaurant	receives	their	produce	without	the	hassle	of	managing	shipping.	This	gesture	builds	trust,	as	the	restaurant	knows	that	the	distributor	is	committed	to	delivering	quality	products	without	unexpected	costs.	As	a	result,	the	restaurant	is	more	likely	to	continue	doing	business	with	the	distributor,	leading	to
increased	sales	and	a	stronger	business	relationship.	To	grasp	the	full	context	of	freight	prepaid,	its	vital	to	understand	related	shipping	terms,	particularly	FOB	(Free	on	Board),	which	specifies	the	point	at	which	ownership	and	responsibility	for	goods	transfer	from	the	seller	to	the	buyer.FOB	TermsFOB	Origin:	Ownership	transfers	to	the	buyer	as
soon	as	the	goods	are	picked	up	by	the	carrier.	The	buyer	assumes	responsibility	for	the	freight	costs	and	risks	once	the	shipment	leaves	the	sellers	premises.FOB	Destination:	Ownership	remains	with	the	seller	until	the	goods	reach	the	buyers	location.	In	this	case,	the	seller	is	responsible	for	all	shipping	costs	and	risks	until	delivery	is
complete.Other	Important	TermsCIF	(Cost,	Insurance,	Freight):	This	term	indicates	that	the	seller	covers	the	cost	of	the	goods,	insurance,	and	freight	charges	to	the	destination	port.	This	is	common	in	international	shipping.PPA	(Prepaid	and	Add):	This	term	suggests	the	seller	pays	for	the	initial	freight	and	adds	the	charges	to	the	buyers	invoice
later,	which	combines	elements	of	both	prepaid	and	collect	terms.ConclusionUnderstanding	freight	prepaid	is	essential	for	anyone	involved	in	the	shipping	and	logistics	sector.	By	grasping	the	nuances	of	this	term,	along	with	its	advantages	and	disadvantages	compared	to	freight	collect,	businesses	can	make	informed	decisions	that	enhance	their
operations	and	customer	relationships.Freight	prepaid	not	only	simplifies	the	shipping	process	but	also	builds	a	foundation	of	trust	between	shippers	and	consignees.	As	weve	explored,	careful	consideration	of	shipping	terms	can	lead	to	smoother	transactions	and	improved	cash	flow	management,	ultimately	contributing	to	business	growth.As	you
navigate	your	shipping	agreements,	consider	how	incorporating	freight	prepaid	can	benefit	your	operations	and	strengthen	your	relationships	with	customers.	And	remember,	our	team	at	ShipAid	is	here	to	support	you	in	ensuring	every	package	is	protected,	empowering	your	ecommerce	growth.FAQWhat	is	freight	prepaid?Freight	prepaid	is	a
shipping	arrangement	where	the	shipper	pays	for	the	freight	charges	upfront	before	the	shipment	is	sent	to	the	consignee.How	does	freight	prepaid	differ	from	freight	collect?In	freight	prepaid,	the	shipper	pays	for	shipping	costs	upfront,	while	in	freight	collect,	the	consignee	is	responsible	for	paying	freight	charges	upon	delivery.What	does	FOB
mean	in	shipping?FOB	stands	for	Free	on	Board	and	indicates	the	point	at	which	ownership	and	responsibility	for	the	goods	transfer	from	the	seller	to	the	buyer.What	are	the	benefits	of	using	freight	prepaid?Benefits	include	enhanced	customer	trust,	easier	logistics	management,	reduced	risk	of	disputes,	and	improved	cash	flow	for	consignees.Are
there	any	downsides	to	freight	prepaid?Potential	downsides	include	increased	costs	for	unforeseen	charges,	cash	flow	challenges	for	shippers,	and	less	flexibility	for	consignees.By	understanding	these	concepts,	you	can	optimize	your	shipping	strategies	and	enhance	your	overall	business	operations.	If	you	want	to	explore	how	our	shipping	protection
solutions	can	further	empower	your	ecommerce	journey,	check	out	our	interactive	demo	and	consider	installing	our	free-to-use	app	on	Shopify	for	comprehensive	shipping	protection.	Together,	lets	ensure	every	package	matters!Participation	is	optional	and	ShipAid	is	not	insurance.	It	does	not	provide	indemnification	for	loss,	damage,	or	liability.
Instead,	it	allows	brands	to	offer	a	free	replacement	if	an	item	is	not	delivered	or	arrives	in	unsatisfactory	condition.	ShipAid	does	not	sell	or	ship	products,	but	provides	tools	for	brands	to	manage	replacements.	All	resolution	decisions	are	made	by	the	brand	and	may	require	proof	of	damage	or	non-delivery	or	other	information	When	it	comes	to
moving	LTL	freight,	its	important	to	know	the	differences	between	the	3	primary	types	of	freight	charges	that	you	will	encounter;	collect,	prepaid,	and	third-party.	The	differences	between	these	types	of	freight	charges	ultimately	affect	who	to	bill	and	when.	Knowing	and	understanding	the	differences	between	these	on	your	Bill	of	Lading	(BOL)	is	not
only	useful,	but	it	is	also	necessary	when	dealing	with	LTL	freight.	Understanding	these	terms	can	also	help	you	better	negotiate	future	contracts	with	carriers	in	order	to	ensure	youre	getting	your	preferred	terms	before	moving	forward.	What	is	Collect	Freight?	With	collect	freight,	freight	payment	is	made	by	the	consignee.	This	person	can	either	be
the	shipper	or	the	receiver.	All	LTL	charges	and	additional	fees	are	the	responsibility	of	the	consignee.	This	type	of	freight	charge	is	also	sometimes	called	Collect	Upon	Arrival	because	it	is	handled	at	the	time	that	the	shipment	arrives.	What	is	Prepaid	Freight?	In	the	case	of	prepaid	freight,	the	cosigner,	otherwise	known	as	the	shipper,	is	responsible
for	all	LTL	freight	charges	and	any	additional	charges	added.	This	term	is	also	sometimes	known	as	Prepaid	&	Add.	What	is	Third	Party	Freight?	In	the	case	of	third-party	freight,	this	means	freight	payment	is	neither	the	responsibility	of	the	shipper	or	receiver,	but	falls	to	the	responsibility	of	a	third	party,	generally	a	logistics	company.	The	involved
logistics	company	is	the	one	responsible	in	this	case	for	all	LTL	and	additional	charges.	No	matter	which	way	the	freight	is	billed,	it	will	indicate	on	the	Bill	of	Lading	which	freight	terms	are	being	used	to	give	you	a	clear	indication	of	who	is	responsible	for	billing	purposes.	Knowing	and	understanding	the	differences	between	collect	freight,	prepaid
freight,	and	third-party	freight	can	help	you	map	your	business	decisions	and	make	sure	youre	partnering	with	carriers	who	use	your	preferred	terms.	When	shipping	goods	internationally,	one	of	the	most	critical	decisions	is	determining	who	covers	the	shipping	costs	and	when	the	payment	is	made.	This	choice	primarily	comes	down	to	two	options:
Freight	Collect	Vs	Freight	Prepaid.	The	decision	impacts	shipping	payments,	cash	flow,	customs	procedures,	and	business	relationships.	By	understanding	the	differences	between	these	terms,	businesses	and	individuals	can	avoid	delays,	prevent	disputes,	and	optimize	their	global	supply	chain	operations.	What	is	Freight	Prepaid?Freight	Prepaid	is	a
shipping	arrangement	where	the	seller	covers	the	shipping	costs	before	the	goods	are	sent	out	from	their	location.	This	means	the	buyer	doesn't	have	to	worry	about	paying	for	shipping	separately,	as	the	seller	covers	all	the	logistics	and	expenses	upfront.Also	Read:	What	are	Demurrage	Charges	in	Shipping?For	example,	a	company	in	China	ships
electronics	to	a	retailer	in	the	U.S.	using	Freight	Prepaid.	The	Chinese	seller	pays	the	shipping	costs	to	the	carrier	(like	FedEx)	before	sending	the	goods.	When	the	electronics	arrive	in	the	U.S.,	the	retailer	doesn't	pay	extra	shipping	fees	because	the	seller	has	already	covered	them.	This	makes	the	process	hassle-free	for	the	retailer.	What	is	Freight
Collect?Freight	Collect	means	the	buyer	pays	for	shipping,	but	only	when	the	goods	are	delivered.	The	shipping	company	delivers	the	goods	to	the	buyer	and	collects	the	payment	at	the	destination.	This	way,	the	buyer	covers	the	shipping	costs	after	receiving	the	shipment.For	example,	if	a	grocery	store	in	Mexico	orders	fruits	from	a	farm	in	Brazil
using	Freight	Collect,	the	Mexican	store	will	pay	all	shipping	costs	when	the	fruits	arrive	in	Mexico.	Freight	Collect	vs.	Prepaid:	Key	DifferencesNote:	These	terms	only	tell	you	who	pays	for	shipping.	They	don't	tell	you	who	owns	the	goods	during	shipping	or	who's	responsible	if	the	goods	are	damaged.	Those	issues	are	covered	by	other	terms	called
"Incoterms".	Drip	Capital's	Role	in	International	Trade	FinanceIn	international	trade,	buyers	and	sellers	may	face	cash	flow	challenges	when	shipping	goods,	especially	when	dealing	with	upfront	costs	or	delayed	payments.	Drip	Capital	steps	in	to	provide	tailored	financial	solutions:	For	sellers	using	Freight	Prepaid:	Drip	Capital	offers	working	capital
loans	to	cover	shipping	costs	upfront.	This	ensures	sellers	can	pay	carriers	and	ship	goods	without	waiting	for	buyers	to	settle	their	invoices,	keeping	operations	smooth	and	timely.For	buyers	using	Freight	Collect:	Drip	Capital	provides	financing	to	help	buyers	pay	shipping	fees	when	the	goods	arrive.	This	prevents	cash	flow	disruptions,	allowing
buyers	to	manage	their	expenses	more	effectively	while	receiving	their	shipments	on	time.By	offering	these	solutions,	Drip	Capital	helps	both	buyers	and	sellers	navigate	the	financial	complexities	of	international	trade,	ensuring	smoother	transactions	and	better	cash	flow	management.Choosing	between	Freight	Collect	Vs	Freight	Prepaid	depends	on
what	works	best	for	your	business.	Neither	option	is	automatically	better.	Freight	Prepaid	gives	sellers	more	control	but	requires	paying	upfront.	On	the	other	hand,	Freight	Collect	makes	the	buyer	pay	but	gives	them	less	control	over	shipping.	Understanding	these	options	helps	businesses	make	better	shipping	decisions.	Additionally,	with	support
from	Drip	Capital,	buyers	and	sellers	can	manage	their	finances	more	effectively,	no	matter	which	option	they	choose.	Frequently	Asked	Questions1.	As	a	seller,	how	does	Freight	Collect	impact	my	cash	flow?As	a	seller	using	Freight	Collect,	you	dont	pay	for	shipping	upfront,	which	helps	you	keep	more	cash.	This	can	improve	your	businesss	available
funds.	However,	youll	have	less	control	over	shipping	arrangements,	and	you	may	need	to	adjust	your	pricing	strategy	since	shipping	costs	arent	included	in	the	product	price.	2.	How	do	Freight	Collect	and	Prepaid	relate	to	Incoterms?Freight	Collect	and	Prepaid	decide	who	pays	for	shipping,	while	Incoterms	(like	FOB,	CIF,	EXW)	cover	broader
details	like	shipping	responsibility,	customs,	and	insurance.	For	example,	under	FOB,	the	buyer	pays	for	shipping	(like	Freight	Collect),	while	under	CIF,	the	seller	covers	shipping	to	the	destination	port	(like	Freight	Prepaid).	3.	When	should	a	buyer	choose	Freight	Collect?A	buyer	should	choose	Freight	Collect	when	they	want	to	see	shipping	costs
separately,	have	negotiated	better	deals	with	shipping	companies,	or	plan	to	combine	shipments	from	multiple	sellers.	Its	also	a	good	option	for	buyers	who	have	the	funds	available	at	the	time	of	delivery	or	regularly	import	goods	and	have	systems	in	place	to	handle	shipping	payments.	4.	When	should	a	buyer	choose	Freight	Prepaid?Buyers	should
choose	Freight	Prepaid	for	convenience,	especially	if	they	want	a	fixed	total	cost	and	prefer	the	seller	to	handle	shipping.	Its	useful	when	the	seller	has	better	shipping	rates	or	if	the	buyer	is	new	to	importing	and	wants	to	avoid	shipping	arrangements.	Some	sellers	may	also	offer	flexible	payment	terms,	making	it	an	even	better	option.5.	Who	pays	for
the	shipping	costs	in	a	"Freight	Prepaid"	arrangement?In	a	Freight	Prepaid	arrangement,	the	seller	pays	the	shipping	costs	directly	to	the	shipping	company.	However,	the	seller	typically	includes	these	costs	in	the	price	of	the	goods.	This	means	the	buyer	indirectly	pays	for	shipping	as	part	of	the	total	price	rather	than	paying	the	shipping	company
separately.

Freight	prepaid	and	freight	collect	adalah.	What	does	freight	collect	mean	on	bill	of	lading.	Arti	freight	prepaid.	What	does	prepaid	mean	in	shipping.	What	does	freight	prepaid	and	allowed	mean.	What	is	freight
prepaid	bill	of	lading.
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