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Simple domestic contracts. 
 
Seller  Contract of Sale Buyer  
 
 

Both parties are privy to the contract and provide consideration 
 
 
 
 
 
International Sale where the seller  provides transport as par t of the sale’s agreement. 
 
   Seller  Contract of Sale cif Buyer  

The buyer and seller are privy 
to the sale contract and both provide consideration 

 
Contract of Car r iage  : Only the seller and the carrier are privy to the contract of carriage 
                                         and provide consideration 
 

The buyer relies on the carrier to take care of and deliver his goods but 
there is no common law privity between the buyer and carrier 

 Car r ier  and no consideration provided by the buyer to the carrier. 
  
 
 
 
 
 
International Sale where the buyer  ar ranges his own transpor t as par t of the sale’s agreement. 
 
     Buyer  Contract of Sale fob Seller  

The buyer and seller are privy 
to the sale contract 

and both provide consideration 
 
 
Contract of Car r iage : Only the buyer and the carrier are privy to 
                                        the contract of carriage and provide consideration 
 
 
 
Car r ier  The seller relies on the carrier to take care of and deliver his goods 

but there is no common law privity between the seller and carrier and no consideration. 
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Contracts of loading and discharge with independent contractors (Stevedoring contracts) 
 
 
Seller   Contract of Sale Buyer 
 

 
 cif or fob 

Carrier 
 
 
 
 
 

Stevedoring Contract 
 
 
 

The seller is not privy to The buyer is not privy to 
the stevedoring contract the stevedoring contract 

Stevedore 
 
 
 
 
 
 
 
Contract of sale where the carrying vessel is chartered from a shipowner (Charterparties) 
 
 
Seller   Contract of Sale Buyer 

 
either 

 cif   or fob 
Charterer 

 
  Contract of carriage          or  Contract of carriage 
 
 

 
Charterparty 

 
 
 

The seller is not privy to The buyer is not privy to 
the charterparty the charterparty 

Shipowner 
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Finance of international Sales by documentary credit 
 
 
Bank 2 Confirming Bank Agency Contract Bank 1 Issuing Bank 
 
 
 
What is the relationship ? What is the relationship ? Loan Contract 
 
 
 
Seller   Contract of Sale     Buyer 
 

either 
  cif           or    fob 

Carrier 
 
Finance of international Sales by Bills of Exchange (BoE) and Bank Guarantee 
 
Chain of financial dealers may buy the BoE   1) Presents BoE to Buyer for payment 
 
  2) If default by Buyer presents to 
 Guarantor if any 
 
 3) If 1 & 2 fail, demands 
 payment from seller 
 
 
Bank    Buyer’s Financiers may guarantee payment of the BoE : Bank 
 
 
 
Discounts BoE    Buyer signs / accepts BoE  END 
to a Bank   and returns it to Seller 
 
 
 
Seller   Contract of Sale   Buyer 
 
    S 
    T 
    A  cif           or    fob 
    R   Carrier 
    T 
       
    H 
    E 
    R 
    E 
 

Seller as drawer, draws up and signs a BoE 
and sends it to Buyer for acceptance 
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INSURANCE OF GOODS IN TRANSIT. 
 
Underwriter Underwriter 

 
                        buyer’s claim cif 

Subrogation 
  Contract of Insurance cif rights of Contract of Insurance fob 

underwriters 
against 

tort feasors 
  Insurance Broker such as Insurance Broker 

stevedores 
                                                                            charterers or 
                                                                             shipowners 
   Agency contract Agency Contract 
 
               Assignment of cif policy to Buyer 
 
 
Seller            Contract of Sale The Buyer 
 
 
 
  cif         or    fob 

Charterer 
  Contract of carriage       or  Contract of carriage 
 
 
 
 

Charterparty 
 
 
 The seller is not privy to      The buyer is not privy to 
 the charterparty       the charterparty 

Shipowner 
 
 
 

Stevedoring Contract 
 
 The seller is not privy to      The buyer is not privy to 
 the stevedoring contract      the stevedoring contract 

Stevedores 
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The passage of the bill of lading from carrier to buyer in exchange  for the goods and payment. 
 

Bank 2 Confirming Bank        �  Bank 1 Issuing Bank 
Bank 1 gives Bank 2 cash in exchange for bill of lading 

   

�                                      
�

                                   �           �  � 
   
            Seller exchanges bill of lading with Bank 2 for cash                                                               Loan 

              �                                                    � 
                                                                   Buyer exchanges bill of lading with Bank 1 for cash 
 
 
The Seller  Contract of Sale The    Buyer 
 

either 
  cif         or    fob 

Charterer 
  Contract of carriage         Contract of carriage 
 
 

               � Bill of Lading to Seller    Bill of Lading to Carrier  � 
�

Charterparty                                      
�

 
         
 

           in exchange for goods    in exchange for goods. 
 

  
�

  
�        

�
  �

 

Shipowner 
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Trust receipts and onward sales. 
 

Bank 2 Confirming Bank        �  Bank  1  The Issuing Bank & Trustee 
                  Bank 1 gives Bank 2 cash in exchange for bill of lading                                            Buyer No1 

                                                                                                                                                                     exchanges trust 
                                                                                                                                                     receipt for cash 

                                                                                                                                       

�                �                       �        �                           �  
   
                                                                                                                    Loan 
              Seller exchanges bill of lading 
              with Bank 2 for cash                                                                                TRUST                Buyer No2 

              �                                  �          �           
�

 
                                                                                                                              RECEIPT 
 

                                                             � 

            Buyer exchanges bill of lading with Bank 1 for trust receipt 
 
 
The Seller  Contract of Sale                          The  Buyer  and  now  an  onward   seller 
 
                                                         either 
     cif          or          fob 
                                                      Charterer 
 Contract of                        Contract of  
              carriage                                                    carriage  

               � Bill of Lading                          �                        
�

 
�

 to Seller Charterparty                            
�

        Bill of Lading to Carrier 
         
 

           in exchange for goods    in exchange for goods. 
 

  
�

 �         
�

  �  

                                                     Shipowner 
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 C.i.f.  sales contracts.   Consignee claims against carriers for loss or damage to cargo in transit. 
 

Bill of Lading 

    �                                                          � 
 
Seller   c.i.f Contract of Sale Buyer 
 
 
 

Charterer 
Contract of carriage - privity         No Privity for Contract of carriage 

    �                                                          � 
          Bill of Lading to Seller �     Bill of Lading to Carrier  �  

Charterparty 
         

in exchange for goods     in exchange for goods. 
 

  
�

  �        
�

  �  
Shipowner 

 
The cif buyer is not privy to the contract of carriage and therefore has a problem 

at common law in claiming off the carrier for damage to cargo caused during transit. 
 
 
 
 
 
 
 

Tort Action by Buyers not privy to contract of Carriage. 
 

Bill of Lading 
 
Seller                                                                Contract of Sale The     Endorsee 
 
                                                                            Charterer 
 Contract of carriage - privity         No privity 
                     
                                                                                                          
           
              Bill of Lading to Seller �           Charterparty      Bill of Lading to Carrier �  
         

in exchange for goods     in exchange for goods.     

  
�

  �        
�

  �  
                                                                           Shipowner 
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s2 COGSA 1992 action. 
 

Bill of Lading 
 
Seller    Contract of Sale Buyer  
 
  
                                                                                                             s3 Action against buyer  
 Char terer  
                                                                                                              s2 action against car r ier  
 Contract of car r iage - pr ivity 
              s2 &  3 COGSA 1992 
         Implied Contract 
 
          Bill of Lading to Seller �            Char terpar ty            Bill of Lading to Carrier   �  

 
         

in exchange for goods     in exchange for goods. 

  
�

  �        
�

  �  

Shipowner  
 
 
Str ict fob sales 
 

Bill of Lading 
 
Seller    Str ict fob Contract of Sale Buyer  
 
 
         Str ict f.o.b 

Char terer  
          No pr ivity in Contract of car r iage –              Contract of car r iage : Pr ivity 
          No s1 BLA or  s2 COGSA suit 
          and  no s3 COGSA liability 
           

   �                                                          � 
           Bill of Lading to Seller �   Char terpar ty        Bill of Lading to Carrier  �  

 
         

in exchange for goods                in exchange for goods. 

  
�

  �        
�

  �  

Shipowner  
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Bailment Actions by seller  under  f.o.b. 
 

Bill of Lading 
 
Seller    Str ict fob Contract of Sale Buyer  
 
 
  Bailment actions     Str ict f.o.b 

Char terer  
          No privity in Contract of carriage –              Contract of car r iage : Pr ivity 
          Bailment on Bill of Lading terms  
           

          �                                                          � 
          Bill of Lading to Seller �   Char terpar ty        Bill of Lading to Carrier  �  

 
         

in exchange for goods                in exchange for goods. 

  
�

  �        
�

  �  

Shipowner  
 
 
THIRD PARTY INTERESTS IN THE CONTRACT OF CARRIAGE 
 

Bill of Lading 
 
Seller    Contract of Sale The   Buyer  
 
 
  Cif  

Char terer  
 Contract of car r iage           s2 COGSA Implied Contract 
   Exclusion Clauses         Exclusion Clauses 
             Bill of Lading to Seller �     Bill of Lading to Carrier    �  
                                                                           Char terpar ty 
         

                    
         Goods to                                              Goods from  

         warehouse                   Shipowner                warehouse 
           �          Vessel loads,              carries  and       discharges cargo        �  
 
 
                                                      Load             Stevedor ing       Discharge 

     Contracts         

   �                      �   
                                       Warehouse                                                                         Warehouse 

Stevedores 
 
Tort or contract claim against stevedore ?                Tort or contract claim against stevedore ? 
 


