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Global Certificate in Ship Chartering and Cargo Operations (United Kingdom) (Part II)

Maritime Insurance Principles

Actual Total Loss (ATL) — Related terms: Constructive Total Loss, Partial Loss. Occurs when the insured vessel
or cargo is completely destroyed or so damaged that recovery is impossible. Example: A ship sinks after a
collision and is unrecoverable. Practical application: Claim is filed for the full insured value; insurers may
reject if salvage is possible. Challenge: Distinguishing ATL from CTL when salvage costs are high.

Adverse Weather Clause — Related terms: Force Majeure, Weather Risk. Provides coverage for damage
caused by unexpected severe weather beyond normal expectations. Example: A cargo is damaged by an
unforecasted cyclone. Practical application: Insurers may limit liability to a specified weather threshold.
Challenge: Proving the weather was truly adverse and not a predictable seasonal pattern.

Agreement of Average (AoA) — Related terms: General Average, Pro Rata. A clause where all parties share
loss proportionally when a particular event causes damage, even if not a general average. Example: A
charterer agrees to share damage from a minor hull breach. Practical application: Simplifies settlement
without formal general average process. Challenge: Negotiating fair share ratios.

All Risks Policy — Related terms: Open Perils, Exclusions. Provides coverage for any loss or damage unless
specifically excluded. Example: A container is damaged in transit due to handling errors not listed as
exclusions. Practical application: Offers broad protection for charterers and cargo owners. Challenge: Higher
premiums and complex exclusion lists.

Average Clause — Related terms: General Average, Proportional Loss. Allows insurers to proportionally share
loss among multiple insured parties when the loss is not attributable to a single party. Example: Damage to
a vessel's equipment during a routine voyage is spread among cargo owners. Practical application: Reduces
individual exposure. Challenge: Calculating each party’s share accurately.

Broker's Liability — Related terms: Professional Indemnity, Negligence. Insurance covering errors or
omissions by a shipbroker that cause financial loss to a client. Example: A broker misplaces a charter party
leading to a missed cargo deadline. Practical application: Protects brokers from costly lawsuits. Challenge:
Defining the scope of “negligence” in complex charter arrangements.

Cargo Insurance — Related terms: Marine Cargo, Institute Cargo Clauses. Covers loss or damage to goods
while in transit by sea, air, or land. Example: A shipment of steel is water-logged during a storm. Practical
application: Charterers secure insurance to protect trade finance. Challenge: Selecting appropriate coverage
clauses to match cargo type.

Charterer’s Liability Insurance — Related terms: Protection & Indemnity (P&I), Hull & Machinery. Provides
protection for charterer's legal liabilities arising from the charter party, such as cargo loss or damage.
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Example: A charterer is sued for delayed delivery due to vessel breakdown. Practical application: Ensures
charterer can meet claims without draining operating capital. Challenge: Aligning policy limits with charter
party exposure.

Constructive Total Loss (CTL) — Related terms: Actual Total Loss, Partial Loss. Declared when the cost of
repairing a vessel or cargo exceeds its insured value, making restoration uneconomical. Example: A ship’s
hull is heavily corroded; repair costs are 120 % of market value. Practical application: Insurer pays the
insured amount, and ownership may be transferred. Challenge: Proving that repair costs truly exceed value.

Declaration of Loss — Related terms: Notice of Claim, Proof of Loss. Formal notice given by the insured to
the insurer stating the occurrence of a loss. Example: A charterer submits a written declaration after cargo
damage. Practical application: Initiates the claims process and triggers time limits. Challenge: Ensuring all
required details are provided to avoid claim denial.

Demurrage Clause — Related terms: Laytime, Freight. Provides for compensation payable by the charterer to
the shipowner for delays beyond the agreed laytime. Example: A vessel waits two extra days at a port;
demurrage is charged per day. Practical application: Incentivises efficient cargo operations. Challenge:
Calculating demurrage accurately when multiple delays overlap.

Disbursement Clause — Related terms: General Average, Adjuster. Allows the shipowner to pay expenses and
later recover them from parties liable under a general average. Example: Salvage costs are advanced by the
owner, then shared among cargo owners. Practical application: Ensures immediate funding of emergency
actions. Challenge: Timely settlement among diverse stakeholders.

Erection Clause — Related terms: Marine Insurance, Installation Risk. Covers loss or damage to cargo during
erection, installation, or commissioning of machinery and equipment. Example: A wind-turbine component
is damaged while being lifted onto a vessel. Practical application: Extends coverage beyond transport to
on-site assembly. Challenge: Defining the exact period of “erection” in contracts.

Excess Clause — Related terms: Deductible, Retention. Specifies the amount the insured must bear before
insurer pays the claim. Example: A policy has a $50,000 excess; the first $50,000 of loss is the charterer’s
responsibility. Practical application: Reduces premium cost by sharing risk. Challenge: Setting an excess that
balances affordability with exposure.

Freight Insurance — Related terms: Loss of Hire, War Risk. Covers loss of freight revenue due to vessel
inability to complete a voyage. Example: A ship is detained by authorities, preventing cargo delivery; freight
insurance compensates the owner. Practical application: Stabilises cash flow for shipowners. Challenge:
Quantifying potential freight loss in volatile markets.

General Average (GA) — Related terms: Average Clause, Adjuster. A principle where all parties in a maritime
venture proportionally share loss resulting from a voluntary sacrifice of part of the ship or cargo to save the
whole. Example: Cargo jettisoned to lighten a vessel during a storm. Practical application: Ensures equitable
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distribution of loss. Challenge: Complex adjustments and disputes over what constitutes “necessary
sacrifice”.

Hull & Machinery (H&M) Insurance — Related terms: Protection & Indemnity, Total Loss. Covers physical
damage to the ship’s hull, machinery, and equipment. Example: A fire damages the engine room; H&M
policy pays repair costs. Practical application: Core protection for ship owners. Challenge: Ensuring coverage
aligns with vessel’s age and condition.

Institute Cargo Clauses (A, B, C) — Related terms: All Risks, Named Perils. Standardised clauses defining the
scope of cargo insurance coverage; Clause A offers “all risks”, B “named perils plus some”, C “basic perils".
Example: A charterer selects Clause B for bulk grain shipment. Practical application: Provides uniform
language for global trade. Challenge: Selecting the appropriate clause to match cargo risk profile.

Institute Clause (A) — Related terms: All Risks, Institute Cargo Clauses. Provides the widest coverage,
protecting cargo against all risks of loss or damage unless specifically excluded. Example: A high-value
electronics shipment is insured under Clause A. Practical application: Preferred for valuable or fragile cargo.
Challenge: Higher premium cost.

Institute Clause (B) — Related terms: Named Perils, Institute Cargo Clauses. Covers a broad range of perils
but excludes some high-risk events covered under Clause A. Example: A bulk oil shipment is insured under
Clause B, excluding war risk. Practical application: Balances cost and protection for many commodities.
Challenge: Understanding exclusions that may affect the cargo.

Institute Clause (C) — Related terms: Basic Perils, Institute Cargo Clauses. Provides the most limited coverage,
typically covering only “named perils” such as fire, collision, and sinking. Example: A low-value commodity is
insured under Clause C. Practical application: Cost-effective for low-risk cargo. Challenge: Limited protection
may leave gaps for common losses.

Joint and Several Liability — Related terms: Indemnity, Cross-Liability. Legal principle where each party can
be held responsible for the entire amount of a loss, regardless of individual share. Example: Multiple
charterers are jointly liable for a cargo damage claim. Practical application: Simplifies recovery for claimants.
Challenge: Can expose a party with a small share to large payments if others default.

Loss of Hire (LOH) — Related terms: Freight Insurance, Business Interruption. Compensation for income lost
when a vessel is unable to operate due to damage or detention. Example: A ship under repair cannot accept
a charter; LOH covers the missed earnings. Practical application: Protects owners’ revenue streams.
Challenge: Accurately forecasting potential earnings.

Marine Insurance — Related terms: Hull & Machinery, Cargo Insurance. Broad category covering all types of
insurance related to maritime activities, including hull, cargo, liability, and war risks. Example: A shipowner
purchases a comprehensive marine insurance package. Practical application: Consolidates risk management
under one policy. Challenge: Ensuring coverage does not contain hidden gaps.
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Marine Policy Wordings — Related terms: Standard Forms, Amendments. Specific language used in marine
insurance contracts that defines scope, exclusions, and conditions. Example: The “Institute Clause” wording
is incorporated into a charterer’s policy. Practical application: Provides legal certainty and uniformity.
Challenge: Interpreting ambiguous phrasing in disputes.

Marine Surveyor — Related terms: Adjuster, Inspection. Professional appointed to assess condition of a
vessel or cargo, often before and after a loss event. Example: A surveyor inspects a container for water
ingress before loading. Practical application: Determines loss extent and validates claims. Challenge:
Maintaining independence and avoiding bias.

Marine War Risks (MWR) — Related terms: War Clause, Terrorism. Coverage for loss or damage caused by
war, civil unrest, piracy, and related perils. Example: A vessel is hijacked by pirates; MWR policy pays ransom
and damage costs. Practical application: Essential for vessels operating in high-risk regions. Challenge:
Premium spikes during geopolitical tension.

Marine Liability Insurance — Related terms: Protection & Indemnity, Hull & Machinery. Provides coverage for
legal liabilities arising from bodily injury, property damage, or environmental pollution. Example: A ship
causes oil spill; liability insurance covers cleanup and third-party claims. Practical application: Protects
owners from costly lawsuits. Challenge: Policy limits may be insufficient in large environmental incidents.

Notice of Claim — Related terms: Declaration of Loss, Proof of Loss. Formal communication from the insured
to the insurer indicating intention to claim under the policy. Example: A charterer sends a notice within 30
days of cargo damage. Practical application: Triggers insurer’s duty to investigate. Challenge: Strict time
limits can lead to denial if missed.

Offset Clause — Related terms: Subrogation, Counter-claim. Allows insurer to deduct any loss suffered by the
insured from the claim payable. Example: A charterer’'s own negligence contributed to cargo loss; insurer
offsets the amount. Practical application: Reduces insurer’s payout. Challenge: Proving the insured’s
contribution to loss.

Perils of the Sea — Related terms: Named Perils, Exclusions. Standard list of risks covered under marine
policies, typically including collision, grounding, sinking, and fire. Example: Damage caused by a rogue wave
falls under “perils of the sea”. Practical application: Defines baseline coverage. Challenge: Some modern
risks (e.G., Cyber-attack) may fall outside this list.

Policy Limit — Related terms: Sum Insured, Coverage Amount. Maximum amount an insurer will pay for a
loss under a particular policy. Example: A cargo policy has a limit of $10 million. Practical application: Caps
insurer’s exposure. Challenge: Ensuring limits are sufficient for high-value cargo.

Proof of Loss — Related terms: Notice of Claim, Documentation. Detailed statement submitted by the
insured evidencing the extent of loss, required for claim settlement. Example: A charterer provides invoices,
photos, and survey reports as proof. Practical application: Substantiates claim amount. Challenge: Gathering
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comprehensive evidence promptly.

Pro Rata Share — Related terms: General Average, Average Clause. Portion of loss allocated to each party
based on its relative interest or value. Example: A cargo owner with 20 % of total cargo value pays 20 % of
the GA loss. Practical application: Equitable distribution of costs. Challenge: Accurate valuation of each
party’'s interest.

Protection & Indemnity (P&l) Club — Related terms: Mutual Insurance, Marine Liability. A mutual insurance
association providing liability coverage for shipowners, including crew injury, pollution, and cargo claims.
Example: A shipowner is a member of a P&l club that handles a collision claim. Practical application:
Spreads risk among members. Challenge: Club’s financial stability can affect claim payments.

Q-Clause (Quality Clause) — Related terms: Performance Guarantee, Inspection. Clause in a charter party that
obliges the shipowner to deliver a vessel meeting specific quality standards. Example: A charterer includes a
Q-Clause requiring a certain draught capacity. Practical application: Ensures vessel suitability. Challenge:
Interpreting technical specifications.

Ransom Insurance — Related terms: Marine War Risks, Piracy. Covers payment of ransom and related
expenses in the event of piracy or hijacking. Example: A vessel captured off Somalia triggers a ransom claim.
Practical application: Protects owners from exorbitant ransom demands. Challenge: Policy exclusions may
limit coverage for certain regions.

Reinsurance — Related terms: Retrocession, Treaty. Insurance purchased by insurers to spread their risk to
other insurers. Example: A P&I club cedes part of its liability exposure to a reinsurer. Practical application:
Stabilises insurers’ solvency. Challenge: Negotiating terms that maintain adequate coverage while
controlling costs.

Retention — Related terms: Excess, Deductible. Amount retained by the insured before the reinsurer or
insurer responds. Example: A hull policy includes a $500,000 retention. Practical application: Aligns
incentives for risk management. Challenge: Setting a retention that does not overly burden the insured.

Retroactive Date — Related terms: Claims-Made, Prior Acts. In claims-made policies, the date from which
incidents are covered. Example: A charterer's policy with a retroactive date of 01Jan 2025 will not cover
incidents before that date. Practical application: Limits insurer's exposure to past events. Challenge: Ensuring
continuity when policies are renewed.

Salvage Clause — Related terms: General Average, Salvage Award. Provides for compensation to those who

successfully rescue a vessel or cargo from peril. Example: A salvage operator receives a reward for towing a
damaged ship to safety. Practical application: Incentivises prompt rescue operations. Challenge: Calculating
fair salvage awards.

Seaworthiness — Related terms: Hull & Machinery, Survey. Legal condition that a vessel is fit for the intended
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voyage, meeting safety and regulatory standards. Example: A vessel failing stability checks is deemed
unseaworthy. Practical application: Forms a basis for many insurance warranties. Challenge: Maintaining
compliance amid wear and ageing.

Subrogation — Related terms: Offset Clause, Recovery. Right of the insurer to pursue a third party
responsible for the loss after paying the insured. Example: After paying a cargo claim, the insurer sues the
stevedore for negligence. Practical application: Recovers costs and reduces overall loss. Challenge: Legal
complexities and jurisdictional issues.

War Clause — Related terms: Marine War Risks, Terrorism. Specific provision adding coverage for war-related
perils, often excluded from standard policies. Example: A vessel sailing through a conflict zone purchases a
war clause endorsement. Practical application: Extends protection to high-risk routes. Challenge: Premium
volatility and policy wording ambiguities.

Warranty — Related terms: Condition, Breach. A promise in an insurance contract that certain facts are true
or will be maintained; breach can void coverage. Example: A warranty that the vessel will not carry
hazardous cargo. Practical application: Ensures risk is controlled. Challenge: Strict enforcement may lead to
unexpected denial of claims.

World Trade Organization (WTO) Rules — Related terms: Trade Facilitation, International Shipping.
International agreements that influence maritime trade, indirectly affecting insurance practices. Example:
WTO tariff reductions increase cargo volumes, impacting premium calculations. Practical application:
Insurers monitor WTO changes for market trends. Challenge: Translating policy implications from broad
trade rules.

Yield Clause — Related terms: Freight, Performance Bonus. Provides for additional compensation if a vessel
achieves higher than expected performance metrics, such as speed. Example: A charter includes a yield
clause rewarding the shipowner for completing the voyage two days early. Practical application: Aligns
incentives for efficiency. Challenge: Measuring and verifying performance accurately.

Zero Depreciation Clause — Related terms: Excess, Wear and Tear. Removes depreciation from the claim
calculation, ensuring full replacement cost is paid. Example: A hull policy with zero depreciation pays for a
brand-new engine rather than its depreciated value. Practical application: Simplifies claim settlement.
Challenge: Higher premiums due to increased insurer exposure.

Arbitration Clause — Related terms: Dispute Resolution, Mediation. Stipulates that disputes arising under the
insurance contract will be resolved by arbitration rather than court. Example: Parties agree to arbitrate a
cargo loss dispute in London. Practical application: Speeds up resolution and reduces legal costs. Challenge:
Enforcing arbitration awards across jurisdictions.

Broker's Slip — Related terms: Charter Party, Confirmation. Preliminary document issued by a broker
outlining the main terms of a charter before formal agreement. Example: A broker’s slip details freight rates
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and loading ports for a bulk carrier. Practical application: Provides a quick reference for parties. Challenge:
May be superseded by later agreements, leading to confusion.

Cancellation Clause — Related terms: Termination, Penalty. Allows either party to terminate the insurance
contract under specified conditions, often with a notice period. Example: An insurer cancels a policy due to
non-payment of premiums. Practical application: Protects both parties from ongoing obligations. Challenge:
Negotiating fair notice periods and penalties.

Claims Adjuster — Related terms: Marine Surveyor, Loss Assessment. Professional tasked with investigating,

evaluating, and settling insurance claims. Example: An adjuster reviews damage to a vessel after a collision.
Practical application: Ensures objective loss determination. Challenge: Maintaining impartiality when parties
have conflicting interests.

Collision Clause — Related terms: Perils of the Sea, Exclusions. Provides coverage for damage resulting from
a vessel colliding with another ship or object. Example: A vessel strikes a pier; the collision clause activates.
Practical application: Essential for high-traffic routes. Challenge: Distinguishing collision from other perils for
claim purposes.

Deductible — Related terms: Excess, Retention. Amount the insured must pay before the insurer’s liability
begins. Example: A policy with a $100,000 deductible means the first $100,000 of loss is borne by the
charterer. Practical application: Reduces premium cost. Challenge: Setting deductibles that balance
affordability with risk exposure.

Deviation Clause — Related terms: Voyage Clause, Warranty. Addresses the consequences of a vessel
deviating from the agreed route, potentially affecting coverage. Example: A ship detours to avoid a storm;
deviation clause may limit insurer’s liability. Practical application: Clarifies risk when route changes are
necessary. Challenge: Proving deviation was justified versus unauthorized.

Draft Clause — Related terms: Loading Capacity, Vessel Suitability. Specifies the maximum draft a vessel can
have to load certain cargoes or berth at specific ports. Example: A charter includes a draft clause limiting the
ship to 12 m draft. Practical application: Ensures safe loading and port access. Challenge: Fluctuations in
cargo weight may breach the clause.

Dry Docking Clause — Related terms: Maintenance, Warranty. Requires the vessel to undergo scheduled
dry-docking and maintenance, often tied to insurance conditions. Example: A ship must complete a
dry-dock inspection every 24 months. Practical application: Maintains vessel condition and compliance.
Challenge: Coordinating dry-dock schedules with commercial commitments.

Earthquake Clause — Related terms: Natural Hazard, Exclusion. Provides coverage for loss caused by seismic
activity, often an optional endorsement. Example: A port facility suffers damage from an earthquake; cargo
insured under this clause is protected. Practical application: Valuable for ports in seismic zones. Challenge:
High premiums and limited availability.
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Endorsement — Related terms: Policy Amendment, Rider. Written amendment to an insurance contract that
modifies, adds, or removes coverage. Example: An endorsement adds piracy coverage to a hull policy.
Practical application: Customises policies to specific risks. Challenge: Ensuring endorsements are properly
documented and reflected in premium calculations.

Exclusion Clause — Related terms: Coverage Limitations, Warranty. Specifies situations or perils not covered
by the insurance policy. Example: A policy excludes damage caused by war unless a war clause is added.
Practical application: Clarifies insurer's boundaries. Challenge: Hidden exclusions can lead to unexpected
claim denials.

Fleet Policy — Related terms: Group Insurance, Blanket Coverage. Single policy covering multiple vessels
owned by the same entity. Example: A shipping company insures its entire fleet under one policy. Practical
application: Streamlines administration and may reduce premiums. Challenge: Differing vessel types may
require varied coverage terms.

Freight Forwarder — Related terms: Logistics, Cargo Insurance. Intermediary that arranges transportation and
may secure insurance on behalf of the cargo owner. Example: A freight forwarder purchases cargo insurance
for a container shipment. Practical application: Simplifies logistics for shippers. Challenge: Liability exposure
if forwarder fails to obtain adequate coverage.

General Clause — Related terms: Standard Provisions, Boilerplate. Broad provisions that apply to all parties in
an insurance contract, such as definitions and interpretation rules. Example: The general clause defines
“insured” and "loss". Practical application: Ensures consistency across the policy. Challenge: Overly generic
wording may cause ambiguity.

Hazardous Cargo Clause — Related terms: Special Risk, Exclusion. Provides additional coverage for
dangerous goods, often with higher premiums and specific handling requirements. Example: A tanker
carrying chemicals includes a hazardous cargo clause. Practical application: Protects against higher-severity
incidents. Challenge: Strict compliance with safety regulations.

Implied Warranty — Related terms: Warranty, Condition. Unwritten promise inferred by law that certain
standards will be met, such as seaworthiness. Example: A vessel is impliedly warranted to be fit for the
voyage. Practical application: Forms part of the insurer’s risk assessment. Challenge: Proving breach when
no explicit term exists.

Indemnity — Related terms: Compensation, Liability. Obligation of one party to compensate another for loss
or damage suffered. Example: A charter party includes an indemnity clause protecting the shipowner from
cargo claims. Practical application: Transfers risk between parties. Challenge: Quantifying indemnity
obligations in complex incidents.

International Maritime Organization (IMO) — Related terms: Regulation, Safety Standards. United Nations
specialised agency responsible for setting global shipping standards, influencing insurance requirements.
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Example: IMO’s SOLAS regulations affect hull insurance assessments. Practical application: Insurers
reference IMO standards for underwriting. Challenge: Keeping policies up-to-date with evolving IMO
conventions.

Joint Venture Insurance — Related terms: Co-Insurance, Partnership. Coverage designed for collaborative
projects where multiple entities share ownership and risk. Example: Two shipping lines form a joint venture
and purchase a joint venture policy. Practical application: Aligns coverage with shared operational exposure.
Challenge: Allocating premiums and claims among partners.

Law of General Average — Related terms: Maritime Law, Salvage. International principle governing the
equitable distribution of loss when a sacrifice is made for the common safety. Example: The York-Aldridge
Rules codify the law of general average. Practical application: Provides a legal framework for claim
settlement. Challenge: Differing national interpretations can cause disputes.

Loss Payable Clause — Related terms: Indemnity, Claim Settlement. Specifies the method and timing of
payment to the insured after a loss is proven. Example: The policy states loss will be payable within 30 days
of proof. Practical application: Ensures cash flow predictability. Challenge: Delays may arise if
documentation is incomplete.

Marine Cargo Clause (MCC) — Related terms: Institute Cargo Clauses, All Risks. Specific clause within a cargo
policy detailing coverage scope for marine cargo. Example: An MCC adds coverage for theft while the cargo
is on the dock. Practical application: Tailors protection to cargo handling phases. Challenge: Ensuring MCC
aligns with the charter party terms.

Marine Liability Clause — Related terms: Protection & Indemnity, Third-Party. Provision that outlines the
insurer’s liability for third-party claims arising from maritime operations. Example: A clause covering oil spill
liability under environmental law. Practical application: Clarifies coverage limits for owners. Challenge:
Rapidly changing environmental regulations may outpace policy wording.

Marine War Risks Clause — Related terms: War Clause, Piracy. Endorsement that adds coverage for
war-related perils to a standard hull or cargo policy. Example: A vessel sailing through the Red Sea
purchases a marine war risks clause. Practical application: Extends protection to high-risk zones. Challenge:
Premiums surge during geopolitical crises.

Maximum Sum Insured — Related terms: Policy Limit, Coverage Amount. The highest monetary amount the
insurer will pay for a single loss event. Example: A hull policy caps payment at $25million per incident.
Practical application: Defines insurer’s exposure ceiling. Challenge: Ensuring the sum is sufficient for
high-value vessels.

Negligence — Related terms: Fault, Liability. Failure to exercise reasonable care, leading to loss or damage.
Example: Improper stowage causing cargo shift and damage. Practical application: Basis for many liability
claims. Challenge: Proving breach of duty in complex maritime environments.

Read online: https://certificates.gsbf.co.uk/glossaries/5380019/ Greenwich School of Business and Finance - 13 Jul 2026
maritime-insurance-principles



GSBF

Greenwich School of
Business and Finance

Change your life. Start from here

Nomination Clause — Related terms: Beneficiary, Assignment. Allows the insured to name a third party to
receive the claim proceeds. Example: A charterer nominates a bank as the claim recipient. Practical
application: Facilitates financing arrangements. Challenge: Ensuring the nominated party meets insurer’s
criteria.

Notice of Cancellation — Related terms: Cancellation Clause, Termination. Formal communication informing
the insurer or insured of intent to end the policy. Example: A charterer sends a 30-day notice to cancel
cargo coverage. Practical application: Triggers contractual obligations for both parties. Challenge: Meeting
statutory notice periods to avoid penalties.

Obligation Clause — Related terms: Warranty, Condition. Stipulates duties the insured must perform to
maintain coverage, such as regular inspections. Example: An obligation clause requires quarterly hull
inspections. Practical application: Encourages risk-reducing behaviour. Challenge: Non-compliance can void
coverage.

Offsetting — Related terms: Subrogation, Counter-claim. Reducing the amount payable by the insurer by the
amount the insured has already recovered from another source. Example: Insurer offsets a claim with a
settlement received from a third-party negligent party. Practical application: Prevents double compensation.
Challenge: Tracking all recoveries accurately.

Overdraft Clause — Related terms: Credit Facility, Financial Risk. Allows the insurer to draw on a
pre-approved credit line to pay large claims quickly. Example: A P&l club accesses its overdraft facility to
settle an oil spill claim. Practical application: Ensures rapid claim payment. Challenge: Managing interest and
repayment terms.

Partial Loss — Related terms: Actual Total Loss, Constructive Total Loss. Damage that does not amount to
total destruction but requires repair or replacement. Example: A container’s door is dented, requiring repair.
Practical application: Claim paid for repair costs less any deductible. Challenge: Assessing the extent of
partial damage accurately.

Policyholder — Related terms: Insured, Beneficiary. The person or entity that owns the insurance policy and
pays premiums. Example: A shipping company is the policyholder of a hull policy. Practical application:
Holds rights to claim under the policy. Challenge: Ensuring the policyholder's interests align with those of
cargo owners.

Port Risk Clause — Related terms: Perils of the Sea, Exclusion. Extends coverage to losses occurring while
cargo is in port, often limited to a short period. Example: Cargo is damaged while stored at a terminal; port
risk clause applies. Practical application: Fills the gap between sea and inland transport. Challenge: Defining
the exact "port” period for coverage.

Premises Liability — Related terms: Third-Party, Property Damage. Liability arising from injury or damage
occurring on the insured’s premises, such as a dockyard. Example: A worker is injured at a shipyard;
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premises liability insurance covers the claim. Practical application: Protects operators of maritime facilities.
Challenge: Distinguishing premises liability from general maritime liability.

Premium — Related terms: Rate, Underwriting. The amount paid by the insured to the insurer for coverage.
Example: A vessel pays an annual premium of $200,000 for hull insurance. Practical application: Cost of risk
transfer. Challenge: Premium volatility due to market cycles and loss experience.

Proportionate Clause — Related terms: Pro Rata Share, General Average. Determines each party’'s
contribution to a loss based on a defined proportion, often the value of their interest. Example: A cargo
owner contributes 15% of the GA loss because its cargo represents 15 % of total value. Practical application:
Ensures fair cost allocation. Challenge: Accurate valuation of each interest.

Protection Clause — Related terms: Indemnity, Warranty. Guarantees that the insurer will defend the insured
against covered claims. Example: A protection clause obliges the insurer to provide legal defence for
pollution claims. Practical application: Offers peace of mind for litigation risk. Challenge: Scope of defence
may be contested.

Reinstatement Clause — Related terms: Renewal, Coverage Continuity. Allows the insured to restore the
policy’s original limits after a claim, often with additional premium. Example: After a partial loss, the hull
policy is reinstated to full value. Practical application: Maintains ongoing protection. Challenge: Negotiating
terms and cost of reinstatement.

Retroactive Clause — Related terms: Claims-Made, Prior Acts. Extends coverage to incidents that occurred
before the policy start date, typically for a limited period. Example: A charterer adds a retroactive clause

covering a prior cargo loss. Practical application: Protects against latent defects. Challenge: Insurers may
limit retroactive periods due to uncertainty.

Risk Management — Related terms: Loss Prevention, Insurance Strategy. Systematic approach to identifying,
assessing, and mitigating maritime risks. Example: A shipowner implements a risk management program
reducing hull claims by 10 %. Practical application: Lowers premium and improves safety. Challenge:
Integrating risk management across diverse operations.

Salvage Rights — Related terms: Salvage Clause, Maritime Law. Legal entitlement to compensation for
rescuing a vessel or cargo. Example: A salvage company claims a 10 % award of the saved vessel's value.
Practical application: Encourages prompt rescue. Challenge: Disputes over the amount of effort and value
saved.

Seaworthiness Warranty — Related terms: Implied Warranty, Condition. Explicit promise that the vessel is fit
for the intended voyage; breach may void coverage. Example: A charter party includes a seaworthiness
warranty; if the vessel is later found unseaworthy, the insurer may deny the claim. Practical application:
Ensures vessel condition is verified. Challenge: Proving breach can be contentious.
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Security Interest — Related terms: Collateral, Lien. Legal claim on an asset used as security for a debt, often
relevant when insurers require collateral. Example: A charterer provides a security interest in the vessel to
the insurer. Practical application: Protects insurer’s financial exposure. Challenge: Releasing the interest after
claim settlement.

Special Perils Clause — Related terms: Named Perils, Exclusions. Adds coverage for specific risks not covered
under standard clauses, such as strike or riots. Example: A cargo policy includes a special perils clause for
civil commotion. Practical application: Customises protection for unique threats. Challenge: Premium
increase and precise definition of covered events.

Subrogation Clause — Related terms: Offsetting, Recovery. Grants the insurer the right to pursue third parties
after paying the insured'’s loss. Example: Insurer subrogates against a negligent stevedore after a cargo
claim. Practical application: Recovers costs and reduces net loss. Challenge: Jurisdictional barriers and
coordination with the insured.

Suspension of Coverage — Related terms: Exclusion, Conditional. Temporary halt of insurer’s liability, often
triggered by non-payment of premiums or breach of warranty. Example: Coverage is suspended after the
insured fails to submit safety certificates. Practical application: Protects insurer from unmanaged risk.
Challenge: Reinstating coverage promptly to avoid gaps.

Term Insurance — Related terms: Policy Period, Renewable. Policy that provides coverage for a specified
period, after which it expires unless renewed. Example: A 12-month hull policy is a term insurance. Practical
application: Aligns coverage with charter duration. Challenge: Timing renewals to avoid lapse.

Third-Party Liability — Related terms: Marine Liability, P&I. Obligation to compensate persons other than the
insured for injury or damage caused by the insured’s operations. Example: A ship collides with a fishing
vessel, incurring third-party liability.
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