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Professional Certificate in DHL Customs Compliance

Incoterms And Terms Of Sale

ABOC (Actual Bill of Costs) – A detailed statement prepared by the carrier that lists all charges incurred for a
shipment, including freight, surcharges, and ancillary services. Related terms: Invoice, Freight Forwarder. The
ABOC is used by customs brokers to verify that the declared value matches the actual cost, helping to
prevent undervaluation. Practical application: A shipper reviews the ABOC before submitting a customs
entry to ensure accuracy. Challenge: Discrepancies between the ABOC and commercial invoice can trigger
audits.

Actual Weight – The measured weight of a shipment, usually obtained by weighing the cargo on a
calibrated scale. Related terms: Dimensional Weight, Gross Weight. Customs valuation often requires the
actual weight to calculate duties when weight-based rates apply. Example: A pallet of electronics weighs
350 kg; the actual weight is declared on the customs entry. Challenge: Inaccurate weighing can lead to
penalties or delayed clearance.

Ad Valorem Duty – A customs duty calculated as a percentage of the customs value of the imported goods.
Related terms: Specific Duty, Tariff Rate. The ad valorem rate varies by product classification and trade
agreement. Practical application: A 10 % ad valorem duty on a $5,000 shipment results in $500 duty payable.
Challenge: Determining the correct customs value, especially when discounts or rebates are involved.

Agreement of Sale (Contract of Sale) – The legally binding document that outlines the rights and
obligations of the buyer and seller for a transaction. Related terms: Incoterms, Purchase Order. The
agreement specifies price, delivery terms, payment conditions, and dispute resolution mechanisms.
Example: A contract cites FOB Shanghai, indicating the seller’s responsibility ends when goods are loaded
onto the vessel. Challenge: Misalignment between the contract and the chosen Incoterm can cause liability
disputes.

Air Waybill (AWB) – A non‑negotiable transport document issued by an airline that serves as a receipt for
the cargo and evidence of the contract of carriage. Related terms: Bill of Lading, Tracking Number. The AWB
includes shipper and consignee details, flight information, and handling instructions. Practical application:
The AWB number is used to track the shipment’s status in real time. Challenge: Inaccurate information on
the AWB can result in customs clearance delays.

Anti‑Dumping Duty – An additional duty imposed to counteract dumping, where foreign producers sell
goods below fair market value. Related terms: Countervailing Duty, Safeguard Measure. These duties are
calculated based on the difference between the normal value and the export price. Example: An
anti‑dumping duty of 25 % is levied on imported steel from a designated country. Challenge: Determining
the dumping margin requires detailed price analysis and can be contested in investigations.

Apparent Value – The value declared by the importer for customs purposes, which may be based on the
transaction value, comparable sales, or a computed value. Related terms: Customs Value, Transaction Value.
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Customs authorities assess whether the apparent value reflects the true market price. Practical application: A
low‑priced invoice may be challenged if deemed inconsistent with comparable sales. Challenge: Providing
sufficient documentation to substantiate the declared value.

Arranged Export (AE) – A shipment that is prepared for export by the exporter but not yet cleared by
customs. Related terms: Export Declaration, Pre‑Clearance. AE status indicates that the goods are ready for
onward transport pending customs approval. Example: A container is loaded onto a truck at the warehouse
under AE status awaiting export clearance. Challenge: Delays in obtaining the export declaration can cause
storage fees.

Bill of Lading (B/L) – A legal document issued by a carrier that serves as a receipt for cargo, evidence of the
contract of carriage, and, in some cases, a document of title. Related terms: Air Waybill, Sea Waybill. The B/L
includes the shipper, consignee, description of goods, and terms of carriage. Practical application: A
negotiable B/L allows the holder to claim ownership of the goods upon arrival. Challenge: Errors in the B/L
can lead to disputes over ownership or delayed release of cargo.

Bonded Warehouse – A secured storage facility authorized by customs where imported goods may be
stored without payment of duties until they are released for domestic consumption. Related terms: Customs
Warehouse, In‑Bond. Goods may be re‑exported, undergo processing, or be transferred to another customs
procedure while in the bonded warehouse. Example: A retailer stores seasonal apparel in a bonded
warehouse to defer duty payments until sales commence. Challenge: Maintaining accurate inventory
records and complying with periodic customs audits.

Carriage Paid To (CPT) – An Incoterm where the seller delivers the goods to a carrier nominated by them
and pays the freight to the named destination. Risk transfers to the buyer once the goods are handed over
to the carrier. Related terms: Incoterms, Freight Forwarder. CPT is suitable for multimodal transport where
the seller wishes to control the main carriage cost. Practical application: A supplier in Germany uses CPT to
ship components to a buyer’s warehouse in Brazil, covering the ocean freight. Challenge: The buyer must
arrange insurance and handle import clearance, which can be complex in certain jurisdictions.

Certificate of Origin (CO) – An official document certifying the country in which the goods were
manufactured or processed. Related terms: Preferential Origin, Non‑Preferential Origin. The CO is required
to claim preferential tariff treatment under free trade agreements. Example: A textile exporter provides a CO
to claim duty‑free entry under the US‑Mexico‑Canada Agreement (USMCA). Challenge: Incorrect origin
information can lead to denial of preferential rates and potential penalties.

Clearance Certificate – A document issued by customs confirming that a shipment has met all regulatory
requirements and is authorized for release. Related terms: Customs Release, Export Clearance. The
certificate may be required for controlled goods, such as pharmaceuticals or dual‑use items. Practical
application: A pharmaceutical company obtains a clearance certificate before exporting a batch of vaccines.
Challenge: Delays in obtaining the certificate can disrupt supply chains, especially for time‑sensitive
products.

COGS (Cost of Goods Sold) – The total cost incurred to produce or purchase the goods that are sold during
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a specific period. Related terms: Gross Margin, Net Sales. COGS is used in financial reporting and can affect
the valuation of inventory for customs purposes. Example: An importer includes shipping and handling
costs in COGS when calculating customs value under the transaction value method. Challenge: Allocating
indirect costs accurately to maintain compliance with customs valuation rules.

Commercial Invoice – A mandatory document for customs that provides a detailed description of the
goods, their value, terms of sale, and payment instructions. Related terms: Proforma Invoice, Packing List.
The commercial invoice must reflect the true transaction value to satisfy customs valuation. Practical
application: The invoice states “FOB Shanghai” and lists the unit price, quantity, and total amount payable.
Challenge: Inconsistent or missing information can trigger customs examinations and duty adjustments.

Consignee – The party named in a transport document who is legally entitled to receive the goods. Related
terms: Shipper, Notify Party. The consignee may be the ultimate buyer or an intermediary such as a customs
broker. Example: In an import shipment, the consignee is the local distributor who will handle customs
clearance. Challenge: Misidentifying the consignee can cause clearance delays or misdelivery.

Consignment – A batch of goods shipped together under a single contract or transport document. Related
terms: Shipment, Batch. Consignments can be split, consolidated, or partially delivered depending on the
logistics arrangement. Practical application: A manufacturer consolidates multiple product lines into one
consignment for export to reduce freight costs. Challenge: Tracking individual items within a consignment
requires accurate labeling and documentation.

Contract of Carriage – The agreement between the carrier and the shipper that defines the terms and
conditions of transporting the goods. Related terms: Bill of Lading, Air Waybill. The contract outlines liability
limits, freight charges, and delivery obligations. Example: The B/L serves as evidence of the contract of
carriage for a sea shipment. Challenge: Discrepancies between the contract and the actual service rendered
can lead to liability disputes.

CPT (Carriage Paid To) – See Carriage Paid To (CPT) entry.

CUP (Carriage Unpaid To) – An Incoterm where the seller delivers the goods to the carrier but does not pay
for the main carriage to the destination. Risk and cost transfer to the buyer upon delivery to the carrier.
Related terms: Incoterms, Freight Costs. CUP is rarely used in practice because it can create ambiguity
regarding who pays for freight beyond the carrier’s point of receipt. Practical application: A seller in Italy
ships machinery to a buyer in South Africa, specifying CUP Rotterdam, meaning the buyer arranges and
pays for the ocean freight from Rotterdam onward. Challenge: The buyer must manage insurance and
documentation for the portion of transport not covered by the seller.

CFR (Cost and Freight) – An Incoterm where the seller pays for the cost and freight necessary to bring the
goods to the named port of destination. Risk transfers to the buyer once the goods pass the ship’s rail at
the loading port. Related terms: FOB, CIF. CFR is commonly used for bulk commodities shipped by sea.
Example: A grain exporter quotes CFR Buenos Aires, meaning the seller arranges ocean freight to Buenos
Aires but the buyer handles insurance and import clearance. Challenge: The buyer must secure marine
insurance independently, as the seller’s responsibility ends at the port of loading.
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Clearance (Customs Clearance) – The process of obtaining authorization from customs to release goods for
import or export after compliance with all regulatory requirements. Related terms: Entry, Release. Clearance
involves submitting the appropriate documentation, paying duties, and sometimes undergoing inspection.
Practical application: A customs broker files an entry, pays duty, and receives a release order allowing the
consignee to take possession of the goods. Challenge: Incomplete or inaccurate documentation can cause
clearance delays, storage charges, or penalties.

CIF (Cost, Insurance, and Freight) – An Incoterm where the seller delivers the goods on board the vessel,
pays the cost, freight, and insurance to the named destination port. Risk transfers to the buyer once the
goods cross the ship’s rail at the loading port. Related terms: CFR, FOB. CIF is widely used for containerized
cargo where the seller wants to provide a full door‑to‑port service. Example: A supplier quotes CIF
Rotterdam; the price includes freight to Rotterdam and insurance covering the main carriage. Challenge:
The buyer must still arrange for import clearance, terminal handling, and inland transport beyond the
destination port.

COD (Cash on Delivery) – A payment term where the buyer pays the seller upon receipt of the goods.
Related terms: Payment Terms, Open Account. COD can be risky for sellers in international trade due to
currency and collection challenges. Practical application: An exporter ships a small batch of specialty parts
with COD terms, requiring the buyer’s bank to release payment upon delivery. Challenge: Delayed or
refused payment can result in the seller bearing the cost of returning the goods.

COO (Country of Origin) – The nation where the goods were wholly obtained or where the last substantial
transformation occurred. Related terms: Certificate of Origin, Origin Determination. COO determines
eligibility for preferential tariffs, anti‑dumping duties, and quota restrictions. Example: A laptop assembled
in Taiwan with components from various countries must have its COO determined by the rule of substantial
transformation. Challenge: Complex supply chains can make COO determination contentious and subject to
audit.

CPA (Customs Procedure Authorization) – A permit granted by customs allowing a specific type of customs
procedure, such as temporary admission or inward processing. Related terms: Inward Processing Relief,
Temporary Importation. The CPA outlines the conditions, time limits, and reporting requirements for the
authorized procedure. Practical application: A manufacturer obtains a CPA to temporarily import machinery
for assembly and later re‑export the finished product. Challenge: Non‑compliance with CPA conditions can
result in penalties and loss of privilege.

CFR (Cost and Freight) – See CFR (Cost and Freight) entry.

CIF (Cost, Insurance, and Freight) – See CIF (Cost, Insurance, and Freight) entry.

CIF (Customs Import Form) – A national customs document used in some jurisdictions to declare imported
goods, distinct from the Incoterm. Related terms: Entry, Declaration. The form captures details such as HS
code, value, and origin. Practical application: In Kenya, importers complete the CIF to obtain clearance from
the Kenya Revenue Authority. Challenge: Incorrect completion can trigger verification by customs officers.

DAF (Delivered at Frontier) – An obsolete Incoterm (replaced by DAP) where the seller delivers the goods to
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a named point at the frontier, cleared for export but not import. Related terms: Incoterms 2000, DAP. DAF
required the buyer to handle import formalities and further transport. Example: A supplier in France used
DAF to deliver goods to the German border, where the buyer assumed responsibility for customs clearance.
Challenge: Ambiguity over responsibilities at the frontier led to the term’s removal in later Incoterm
revisions.

DDP (Delivered Duty Paid) – An Incoterm where the seller bears all costs and risks to deliver the goods to
the buyer’s premises, including customs duties, taxes, and clearance. Related terms: DAP, DPU. DDP places
maximum responsibility on the seller and is often used for door‑to‑door services. Example: An e‑commerce
retailer ships products DDP to customers in the EU, meaning the seller pays all import duties and VAT.
Challenge: The seller must be familiar with the import regulations of each destination country, increasing
compliance complexity.

DE (Delivered Ex‑Ship) – An outdated Incoterm (replaced by FCA) where the seller delivers the goods
onboard the vessel at the port of shipment. Related terms: Incoterms 2000, FCA. DE required the buyer to
arrange freight and insurance from the port of loading onward. Example: A grain exporter in Canada used
DE to ship cargo from Vancouver, transferring risk once the grain was loaded onto the ship. Challenge: The
term’s ambiguity contributed to its removal from later Incoterm versions.

DEQ (Delivered Ex‑Quay) – An obsolete Incoterm where the seller delivered the goods unloaded at the quay
of the destination port, cleared for import. The buyer assumed responsibility for inland transport after the
quay. Example: A textile exporter used DEQ for shipments to a West African port, handling unloading but
not inland distribution. Challenge: The term’s limited use and confusion over responsibilities led to its
retirement.

Destination Charge – A fee levied by carriers or logistics providers for handling goods at the destination,
such as terminal handling, documentation, or storage. Related terms: Freight Forwarder, Demurrage.
Destination charges are often included in the freight cost under DAP or DDP terms. Practical application: A
freight forwarder adds a destination charge for customs brokerage services when delivering to the buyer’s
warehouse. Challenge: Unclear allocation of destination charges can cause disputes over invoicing.

Direct Import – A transaction where the importer purchases goods directly from a foreign supplier without
using an intermediary. Related terms: Indirect Import, Procurement. Direct import offers greater control over
product specifications and pricing. Example: A retailer directly imports footwear from a manufacturer in
Vietnam, handling customs clearance internally. Challenge: The importer must manage compliance,
logistics, and payment risks that would otherwise be handled by a middleman.

DPU (Delivered at Place Unloaded) – An Incoterm where the seller delivers the goods, unloaded, at the
named place of destination. The seller bears all risks and costs up to that point, including customs
formalities in the exporting country. Related terms: DAP, DDP. DPU is the only Incoterm that explicitly
requires the seller to unload the goods. Practical application: A machinery exporter uses DPU to deliver
equipment to a client’s site, handling unloading but not import clearance. Challenge: The buyer must still
arrange for import duties and any required inspections.
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DAP (Delivered at Place) – An Incoterm where the seller delivers the goods, ready for unloading, at the
named place of destination. The seller bears all costs and risks up to that point, except import duties and
formalities, which are the buyer’s responsibility. Related terms: DPU, DDP. DAP is versatile for multimodal
shipments where the seller wishes to control transport to the buyer’s premises. Example: A supplier ships
components DAP Berlin, covering freight, insurance, and unloading at the buyer’s warehouse door.
Challenge: The buyer must manage customs clearance, VAT, and any local taxes, which can be complex in
jurisdictions with strict import rules.

DE (Delivered Ex‑Ship) – See DE (Delivered Ex‑Ship) entry.

EXW (Ex Works) – An Incoterm where the seller makes the goods available at their premises, and the buyer
bears all costs and risks from that point onward, including loading, transport, export clearance, and
insurance. Related terms: FOB, FCA. EXW places minimal responsibility on the seller, making it suitable for
domestic sales or when the buyer has strong logistics capabilities. Practical application: A manufacturer in
Mexico offers goods EXW, requiring the buyer to arrange pickup and export documentation. Challenge: In
many jurisdictions, the seller is still required to provide minimal export documentation, so EXW can be
impractical for international shipments without additional agreements.

Export Declaration – A mandatory customs document that provides details about goods leaving a country,
including description, value, and destination. Related terms: Customs Entry, Export License. The declaration
is used to compile trade statistics and ensure compliance with export controls. Example: An exporter files an
export declaration electronically via the national customs portal before loading the cargo onto a vessel.
Challenge: Inaccurate declarations can trigger audits, fines, or shipment holds.

FAS (Free Alongside Ship) – An Incoterm where the seller delivers the goods alongside the vessel at the
named port of shipment. The seller clears the goods for export; risk transfers to the buyer once the goods
are placed alongside the ship. FAS is commonly used for bulk commodities such as grain or steel. Practical
application: A coal exporter places the cargo beside the vessel at the Port of Santos, Brazil, under FAS terms.
Challenge: The buyer must arrange loading, freight, and insurance, which can be complex in congested
ports.

FC (Freight Collect) – A shipping term indicating that the consignee is responsible for paying the freight
charges upon delivery. Related terms: Freight Prepaid, Incoterms. FC is often combined with other terms to
clarify payment responsibilities. Example: A carrier issues a bill of lading marked “Freight Collect,” meaning
the receiver will settle the freight cost. Challenge: If the consignee refuses payment, the carrier may hold the
cargo, causing delays.

FOB (Free on Board) – An Incoterm where the seller clears the goods for export, loads them onto the vessel
nominated by the buyer, and bears all costs up to that point. Risk transfers to the buyer once the goods
pass the ship’s rail. Related terms: CFR, CIF. FOB is widely used for containerized shipments where the buyer
wants control over the main carriage. Practical application: A supplier in China quotes FOB Shanghai for a
container of electronics, meaning the buyer arranges ocean freight from Shanghai onward. Challenge:
Disputes may arise over loading verification and the exact point of risk transfer, especially with “FOB
destination” versus “FOB origin” interpretations.
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Freight Forwarder – A logistics service provider that arranges transportation, documentation, and customs
brokerage on behalf of shippers. Related terms: Carrier, NVOCC. Freight forwarders consolidate shipments,
negotiate rates, and may provide value‑added services such as warehousing. Example: DHL Global
Forwarding acts as the freight forwarder for a multinational corporation’s imports. Challenge: Selecting a
forwarder with expertise in specific commodity regulations is critical to avoid compliance issues.

HS Code (Harmonized System Code) – An internationally standardized numeric classification system for
goods, administered by the World Customs Organization. Related terms: Tariff Classification, Schedule B. HS
codes determine duty rates, statistical reporting, and eligibility for trade measures. Practical application: A
laptop is classified under HS 8471.30, Which defines the applicable duty rate for the importing country.
Challenge: Misclassification can result in over‑ or under‑payment of duties and potential penalties.

Import License – An official permit issued by a government authority allowing the importation of specific
goods, often required for controlled or strategic items. Related terms: Export License, Controlled Goods.
Licenses may be subject to quotas, technical standards, or security reviews. Example: An importer obtains an
import license to bring in medical devices that are regulated by the national health authority. Challenge:
Failure to secure the license before shipment can lead to seizure or fines.

Incoterms – A set of internationally recognized trade terms published by the International Chamber of
Commerce (ICC) that define the responsibilities of buyers and sellers for the delivery of goods. Related
terms: FOB, CIF, DDP. Incoterms cover aspects such as risk transfer, transportation costs, and customs
clearance obligations. Practical application: Contractual clauses reference “Incoterms 2020 CIF” to specify the
parties’ duties. Challenge: Misinterpretation of Incoterm provisions can cause disputes over who bears
freight, insurance, and duty responsibilities.

Inward Processing Relief (IPR) – A customs procedure that allows imported goods to be temporarily
admitted for manufacturing, processing, or repair, with suspension or reduction of duties, provided the
processed goods are re‑exported. Related terms: Customs Procedure, Export Re‑Export. IPR enables
companies to add value to components without paying full import duties. Example: A European electronics
firm imports printed circuit boards, assembles them, and re‑exports the finished devices under IPR.
Challenge: Strict record‑keeping and timely re‑exportation are required to maintain duty relief.

Invoice Value – The monetary amount stated on the commercial invoice, representing the transaction value
of the goods. Related terms: Customs Value, Declared Value. Invoice value is the primary basis for duty
calculation under the transaction value method. Practical application: The invoice shows $12,500 for a
shipment of furniture, which customs uses to assess duty. Challenge: Adjustments for discounts,
commissions, or freight must be documented to avoid undervaluation allegations.

JIT (Just‑In‑Time) Delivery – A logistics strategy where goods arrive exactly when needed in the production
process, minimizing inventory holding costs. Related terms: Supply Chain Management, Lead Time. JIT
requires precise coordination of transportation, customs clearance, and supplier reliability. Example: An
automotive manufacturer schedules JIT deliveries of engine components to the assembly line. Challenge:
Customs delays can disrupt JIT schedules, leading to production stoppages.
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LC (Letter of Credit) – A financial instrument issued by a bank guaranteeing payment to the seller upon
presentation of specified documents that comply with the terms of the credit. Related terms: Documentary
Credit, Bank Guarantee. LCs provide security for both parties in international trade, especially when trust or
credit risk is a concern. Practical application: A seller ships goods under a confirmed irrevocable LC, ensuring
payment once the bill of lading and commercial invoice are presented. Challenge: Strict compliance with LC
terms is essential; any discrepancy can result in non‑payment.

Logistics Service Provider (LSP) – A company that offers a range of logistics functions, including
transportation, warehousing, and customs brokerage. Related terms: Freight Forwarder, 3PL. LSPs may
operate on a contract basis to manage end‑to‑end supply chain activities. Example: DHL acts as the LSP for
a multinational retailer, handling import clearance, storage, and last‑mile delivery. Challenge: Aligning
service level agreements (SLAs) with the LSP’s capabilities is critical to avoid performance gaps.

MP (Master Packing List) – A comprehensive document that itemizes each package in a shipment, including
dimensions, weight, and contents, often used to facilitate customs inspection. Related terms: Packing List,
Commercial Invoice. The MP helps customs officers verify the cargo against the declaration. Practical
application: The MP lists 25 cartons of spare parts, each with a unique identifier, supporting the customs
entry. Challenge: Inconsistent or missing MP information can trigger physical inspection and delay release.

NAFTA (North American Free Trade Agreement) – A former trilateral trade agreement between the United
States, Canada, and Mexico, replaced by the United States‑Mexico‑Canada Agreement (USMCA) in 2020.
Related terms: USMCA, Preferential Tariff. NAFTA provided rules of origin and duty‑free treatment for
qualifying goods. Example: A Canadian lumber producer previously used NAFTA certificates of origin to
claim duty‑free entry into the United States. Challenge: Transition to USMCA required updated
documentation and verification of new origin criteria.

Non‑Preferential Origin – The country of origin used for customs purposes when goods do not qualify for
preferential tariff treatment under a trade agreement. Related terms: Preferential Origin, CO.
Non‑preferential origin determines the standard Most‑Favoured‑Nation (MFN) duty rate. Practical
application: A product imported from a non‑agreement country is assessed at the MFN rate based on its
non‑preferential origin. Challenge: Determining non‑preferential origin can be complex for goods with
components from multiple countries.

NT (Net Weight) – The weight of the goods themselves, excluding packaging, containers, and ancillary
materials. Related terms: Gross Weight, Tare Weight. Customs valuation may consider net weight for certain
agricultural or bulk commodities. Example: A shipment of bulk cocoa beans has a net weight of 10 tonnes,
while the gross weight including the bag is 10.5 Tonnes. Challenge: Accurate net weight measurement is
essential for compliance with weight‑based duty rates.

OPEX (Operating Expenditure) – The ongoing costs associated with running a business, including logistics,
customs brokerage, and insurance. Related terms: CAPEX, Cost of Goods Sold. OPEX influences the total
landed cost of imported goods. Practical application: A company budgets OPEX for customs brokerage fees
when estimating total import costs. Challenge: Unexpected OPEX spikes, such as increased duty rates, can
affect profitability.
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Packaging Requirements – Regulations governing the materials, labeling, and handling of packaging for
specific commodities, often mandated by customs or safety authorities. Related terms: MP, ISPM 15.
Compliance ensures safe transport and facilitates inspection. Example: Wooden pallets must be treated and
marked according to ISPM 15 standards for international shipments. Challenge: Non‑compliant packaging
can lead to rejection at the border or additional treatment fees.

Partial Shipment – A delivery of only a portion of the total contracted quantity, usually allowed when agreed
upon in the contract of sale. Related terms: Full Shipment, Split Load. Partial shipments may affect duty
calculation if the customs value is prorated. Practical application: A buyer receives 60 % of the ordered
textiles in the first wave, with the remaining 40 % arriving later. Challenge: Managing inventory and customs
documentation for multiple arrivals requires careful coordination.

Per‑Unit Cost – The cost attributed to a single unit of product, derived by dividing total costs (including
freight, insurance, and duties) by the number of units. Related terms: Landed Cost, Unit Price. Per‑unit cost
is essential for pricing, margin analysis, and customs valuation. Example: After adding $2,000 freight and
$500 duty to a $10,000 purchase, the per‑unit cost for 1,000 units becomes $12.50. Challenge: Fluctuating
freight rates can cause per‑unit cost volatility.

Preferential Tariff – A reduced duty rate granted to goods that meet the origin criteria of a trade agreement.
Related terms: MFN Duty, NAFTA, USMCA. Eligibility requires a valid Certificate of Origin and compliance
with rules of origin. Practical application: A garment manufacturer obtains preferential tariff under the
EU‑Vietnam agreement, reducing duty from 12 % to 5 %. Challenge: Incorrect origin documentation can
result in loss of preferential status and retroactive duty assessments.

Proforma Invoice – A preliminary invoice sent by the seller to the buyer before shipment, outlining the
anticipated transaction details, used primarily for quotation and customs pre‑clearance. Related terms:
Commercial Invoice, Quote. While not a final invoice, the proforma may be accepted by customs for import
licensing in some jurisdictions. Example: An exporter provides a proforma invoice to the buyer to secure an
import license for high‑value electronics. Challenge: Changes between the proforma and actual invoice
must be justified to avoid customs objections.

Quarantine Inspection – A regulatory examination of imported goods, especially agricultural or animal
products, to prevent the entry of pests, diseases, or contaminants. Related terms: Phytosanitary Certificate,
Sanitary Inspection. Quarantine may result in treatment, re‑export, or destruction of non‑compliant items.
Practical application: A shipment of fresh fruit undergoes quarantine inspection upon arrival in the United
Kingdom. Challenge: Unforeseen quarantine delays can disrupt supply chains and increase holding costs.

Re‑Export – The export of goods that were previously imported, often after processing, repair, or value
addition. Related terms: Inward Processing Relief, Temporary Admission. Re‑export may be subject to
reduced duties or duty suspension under certain customs procedures. Example: A company imports raw
aluminum, fabricates components, and re‑exports the finished parts under a duty suspension scheme.
Challenge: Accurate tracking of the original import entry is required to claim duty relief.

Release Order – The authorization issued by customs allowing the consignee or their agent to take
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possession of the goods after duties and taxes are paid and all regulatory requirements are satisfied.
Related terms: Customs Clearance, Delivery Order. The release order may be electronic or paper‑based,
depending on the customs system. Practical application: A customs broker receives the release order and
presents it to the terminal operator to collect the containers. Challenge: Delay in obtaining the release order
can incur storage fees and affect downstream logistics.

RFQ (Request for Quotation) – A formal inquiry sent by a potential buyer to suppliers requesting price and
terms for specified goods or services. Related terms: RFQ, RFP, PO. RFQs often precede the issuance of a
purchase order and are used to compare offers. Example: A retailer issues an RFQ for 10,000 units of a
seasonal product, seeking competitive pricing and Incoterm options. Challenge: Incomplete RFQs can lead
to ambiguous quotations and contract disputes.

RMA (Return Merchandise Authorization) – A formal approval from the seller allowing the buyer to return
defective or unwanted goods for repair, replacement, or refund. Related terms: Warranty, Credit Note. RMA
processes may involve customs procedures for re‑importation. Practical application: A customer receives an
RMA to ship back a faulty appliance, with the seller arranging for customs clearance upon return. Challenge:
Duties and taxes on returned goods may need to be accounted for, depending on the country’s regulations.

Rules of Origin – The criteria used to determine the national source of a product, essential for applying
preferential tariffs under trade agreements. Rules may be based on wholly obtained, substantial
transformation, or value‑added thresholds. Example: A garment assembled in Bangladesh using fabrics
sourced from India must meet the substantial transformation rule to qualify for preferential treatment under
the EU‑Bangladesh agreement. Challenge: Complex supply chains increase the difficulty of proving
compliance with the applicable rule of origin.

Safeguard Measure – A temporary trade remedy implemented to protect a domestic industry from a surge
in imports that cause serious injury. Related terms: Anti‑Dumping Duty, Countervailing Duty. Safeguard
duties are calculated based on the difference between the domestic price and the import price. Practical
application: A safeguard duty of 20 % is applied to imported steel to protect the national steel industry.
Challenge: The measure must be justified with a detailed injury analysis and is subject to WTO dispute
settlement.

Shipment Consolidation – The process of combining multiple smaller shipments into a single container or
transport unit to achieve economies of scale. Related terms: De‑consolidation, LCL (Less than Container
Load). Consolidation reduces freight costs but may increase lead times. Example: A freight forwarder
consolidates five LCL shipments into one full‑container load (FCL) for export to Europe. Challenge: Proper
labeling and documentation are critical to ensure each shipper’s goods are correctly identified upon arrival.

Side‑Loading – A loading method where cargo is placed on the side of a container or vessel rather than at
the bottom, often used for oversized or irregularly shaped items. Related terms: Stowage, Cargo Handling.
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