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Definition of CIF
� Stands for Cost, Insurance and Freight

� Sellers are obliged to ship the insured contractual
goods to the agreed destination under a CIF terms
contract

Whereas,

� Buyers purchase goods afloat, which are already
bound for that destination
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Advantages
� To seller,

� seller does not bear any risk during transits of goods
because the buyer still has to fulfill his contractual
duties regardless the goods arrive or lost

� it is the buyer who has to arrange for import licenses and
pay any import duties and charges at the port of
destination

� In the meanwhile, the seller will get his payment as long
as he can tender the valid documents regardless of
whether the goods arrive or are lost at sea

� seller has the right to dispose the goods only until
payment is made

� the seller has advantage of increasing his profit by 
making the carriage and insurance arrangements if:-

� the seller sells goods which were already afloat and the 
contract is made when the goods were already afloat, the risk 
is still regarded as being with the buyer from time of 
shipment, even if this was before the contract date
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� To buyers,

� buyer could get redress against the carrier and insurer by 
producing the tendered documents

Hence,

� Buyer’s responsibility in terms of possible risk or 
damages on shipment and goods are passes only on the 
tender of the documents such as bill of lading, disregard 
whether the goods arrive.

(Arnold Karberg & Co v Blythe, Green, Jourdain & Co, 
KBD per Scrutton J1)

Disadvantages
� seller has to bear the risk of fluctuation in the cost of carriage and insurance

because he cannot amend the price after conclusionof the sale contract.

� if the seller fails to ship the goods, tender the documents or the goods does not
arrive at the destination on time would result in breach of condition in each
case.

� in Bunge Corporation v Tradax SA4 , House of Lord stated that in mercantile
contractsall time stipulations are to be treated as conditions

� Kwei Tek Chao & Others v British Traders and Shippers Ltd, QBD5, rejected
property is revert to the seller because the buyer has the right to reject the
goods on a valid grounds and treat the contract as repudiated and claim
damages for non-delivery if the seller is unable to cure the defect.
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Difference B/w CIF & FOB
� In CIF agreements, insurance and other costs are 

assumed by the seller, with liability and costs 
associated with successful transit paid by the seller up 
until the goods are received by the buyer. Goods are 
not considered to be delivered until they are in the 
buyer's possession.

� FOB contracts relieve the seller of responsibility once 
the goods are shipped. Once goods have passed the 
ship's rail, they are considered to be delivered into the 
control of the buyer. When shipping to the buyer 
begins, the buyer then assumes all liability.

Conclusion

� The CIF contract has both pros and cons to the seller
and buyer.

� Nevertheless it could be expressly amended and
agreed by the seller and the buyer.

� The CIF contract provide a fair protection to both
seller and buyer this makes the whole international
trade going fairly and smoothly.


