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

Ship Chartering Contracts

Charter Party is the foundational contract in ship chartering, setting out the rights and obligations of the
shipowner and the charterer. It can be a written document or a verbal agreement, though written contracts
are standard in commercial practice. The charter party specifies the type of charter, the vessel involved, the
cargo, the ports of loading and discharge, the freight or hire rates, and the terms for laytime, demurrage,
and off-hire. For example, a typical voyage charter party will state that the shipowner must deliver a vessel
ready to load at a nominated port, while the charterer agrees to pay freight on a per-ton basis once the
cargo is delivered. Understanding the structure of a charter party is essential because any ambiguity can
lead to disputes over performance, payment, or liability.

Voyage Charter is a contract where the charterer hires the vessel for a single voyage, paying freight based
on the cargo carried. The shipowner retains responsibility for the operation of the vessel, including crewing,
fuel, and navigation, while the charterer is primarily concerned with the cargo’s safe transport. A practical
example is a grain trader who contracts a bulk carrier to move 60,000 metric tons of wheat from a port in
the United States to a port in Egypt. The freight rate might be expressed as US$15 per metric ton, and the
charter party will stipulate that the shipowner must provide a vessel of a certain size and condition, ready
for loading on a specified date. Challenges in voyage charters often arise from delays in loading, port
congestion, or unexpected weather, which can trigger laytime and demurrage calculations.

Time Charter differs from a voyage charter in that the charterer hires the vessel for a defined period, paying
a daily hire rate. The charterer assumes responsibility for the commercial operation of the vessel—deciding
where and when to load cargo—while the shipowner continues to manage the technical operation, such as
crewing and maintenance. For instance, a oil company may enter a 12-month time charter for a tanker,
agreeing to a hire of US$15,000 per day. The charterer will direct the vessel to load crude oil at a specific
terminal and discharge it at a refinery, optimizing routes to maximize profit. A key challenge in time charters
is the management of off-hire periods, where the vessel may be unavailable due to repairs, dry-docking, or
other events, potentially reducing the charterer’s earnings.

Bareboat Charter (also known as a demise charter) transfers full control of the vessel to the charterer, who
becomes the de facto owner for the charter period. The charterer takes on all responsibilities, including
crewing, insurance, and compliance with maritime regulations. An example of a bareboat charter is a
shipping company that charters a vessel to operate its own liner service, paying a fixed monthly rate to the
shipowner. The charterer must ensure the vessel is seaworthy, maintain all certificates, and bear the risk of
any incidents. Challenges include the need for substantial capital to operate the vessel and the legal
complexities of transferring ownership rights, especially when the charter term is long.

Demurrage is a monetary penalty imposed on the charterer for exceeding the agreed laytime, which is the
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period allowed for loading and discharging cargo. Demurrage rates are usually expressed per day and can
be fixed or variable. For example, if a charter party provides 48 hours of laytime for loading but the cargo
takes 72 hours to load, the charterer may owe demurrage for the extra 24 hours at a rate of US$10,000 per
day. Practical challenges include accurately tracking laytime, especially when multiple cargoes are involved,
and negotiating demurrage rates that reflect market conditions. In some cases, parties may agree to a
"demurrage cap” to limit exposure.

Laytime is the agreed period, measured in hours or days, during which the charterer may load and
discharge cargo without incurring demurrage. It is a critical component of a charter party, and its calculation
can be complex, involving clauses for weather delays, port authority interruptions, and other exceptions. For
instance, a time charter may allocate 48 hours of laytime for loading at a grain terminal, with a weather
allowance of 2 hours per day. If the loading operation is delayed due to a storm, the weather allowance may
be deducted from the laytime, reducing the risk of demurrage. Challenges arise when parties disagree on
the start time of laytime, especially if the Notice of Readiness is contested.

Notice of Readiness (NOR) is a formal declaration by the shipowner that the vessel has arrived at the port of
loading, is in a condition to load cargo, and is ready to commence operations. The NOR must be tendered
in accordance with the charter party’'s stipulations, often requiring the vessel to be at the designated berth,
all necessary documents on board, and any required port formalities completed. An example: A tanker
arrives at a bunker terminal and the master sends a NOR to the charterer at 0800 hours, indicating
readiness to load fuel oil. If the charterer disputes the NOR, perhaps claiming the vessel is not yet at the
berth, the subsequent laytime calculation may be affected, potentially leading to disputes over demurrage.

Freight is the payment made by the charterer to the shipowner for the transportation of cargo under a
voyage charter. It is usually expressed on a per-ton basis, but can also be a lump sum or a percentage of
cargo value. For example, a charterer may agree to pay US$12 per metric ton for a shipment of iron ore. The
freight is typically payable upon delivery of cargo, as evidenced by a clean Bill of Lading. Practical
challenges include fluctuations in market rates, currency risk, and the need to verify cargo quantities and
condition before payment. Freight disputes may arise if the cargo is damaged, short-shipped, or if the
vessel deviates from the agreed route.

Hire refers to the payment made by the charterer to the shipowner under a time charter, expressed as a
daily rate. Hire covers the use of the vessel, its crew, and the shipowner’s operational costs, but does not
include fuel, port charges, or cargo-related expenses, which are borne by the charterer. For instance, a
charterer may pay US$20,000 per day for a 30-day period, amounting to US$600,000 in total hire. The
charter party may include provisions for off-hire, where the shipowner can suspend hire payments if the
vessel is unavailable due to certain events. Challenges include negotiating hire rates that reflect vessel age,
market demand, and fuel price volatility.

Bill of Lading (B/L) is a legal document issued by the carrier that serves as a receipt for the cargo, evidence
of the contract of carriage, and a document of title. In chartering, the Bill of Lading is crucial for proving
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delivery and triggering freight or hire payment. For example, a clean Bill of Lading shows that the cargo was
loaded in good condition, allowing the charterer to claim freight without deduction. Practical issues can
arise when discrepancies appear between the cargo description on the Bill of Lading and the actual cargo,
leading to potential claims for loss or damage. The B/L may also be transferred to a third party,
complicating liability chains.

Fixture is the process of matching a shipowner’s vessel with a charterer's cargo requirement, resulting in a
binding agreement. A fixture note or “fixture” is a summary of the key terms agreed upon, such as vessel
name, cargo description, freight rate, loading and discharge ports, and laytime. For instance, a broker may
arrange a fixture between a dry bulk carrier and a coal exporter, documenting the agreed freight of US$9
per metric ton. The fixture forms the basis for drafting the final charter party. Challenges include ensuring
that the fixture accurately reflects the parties’ intentions and that any subsequent amendments are properly
recorded to avoid disputes.

Off-Hire is a clause that defines circumstances under which the vessel is deemed unavailable for service,
suspending the charterer’s obligation to pay hire. Typical off-hire events include vessel breakdown, damage,
dry-docking, or legal detention. For example, a time charter may specify that if the vessel undergoes a
scheduled dry-dock, the hire is off-hire for the duration of the dock. The charterer must be notified
promptly, and the off-hire period is usually excluded from the charter term. Practical challenges involve
determining whether an event qualifies as off-hire, especially when the cause is ambiguous, such as a delay
due to crew illness.

General Average is a principle of maritime law where all parties share the loss resulting from a voluntary
sacrifice made to save the vessel and cargo. When a shipowner declares General Average, the cargo owners
must contribute proportionally to the costs incurred, such as jettisoning cargo to lighten the ship. An
example: A tanker encounters a severe storm, and the master decides to discharge part of the cargo to
prevent capsizing. The remaining cargo owners must reimburse the shipowner for the loss, usually through
a General Average adjuster. Challenges include calculating each party’s contribution, obtaining guarantees
from cargo owners, and handling delays caused by the General Average adjustment process.

Force Majeure is a contractual clause that frees parties from liability when performance is prevented by
events beyond their control, such as wars, natural disasters, or strikes. In a charter party, a force majeure
event may suspend obligations, including laytime and demurrage. For instance, if a port is closed due to an
earthquake, the charterer may be excused from meeting the laytime deadline. However, the clause often
requires the affected party to give notice and provide evidence of the event. Practical challenges include
proving that the event qualifies as force majeure and negotiating the extent of relief granted.

Redelivery is the process by which the charterer returns the vessel to the shipowner at the end of a time or
bareboat charter, in the condition stipulated by the charter party. The redelivery clause will specify the

location, date, and any required repairs or certifications. For example, a time charter may require redelivery
at the shipowner’'s home port on 31 December, with the vessel in “as-is” condition, except for normal wear
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and tear. Challenges include disputes over the vessel's condition, outstanding repairs, and compliance with
statutory requirements, which can lead to claims for damages or additional compensation.

Delivery refers to the shipowner’s obligation to place the vessel at the agreed loading port, ready for cargo
operations, at a specified time. The delivery must meet the conditions set out in the charter party, such as
having necessary certificates, crew, and equipment. For instance, a voyage charter may require delivery of a
bulk carrier at the loading port by 0800 hours, with all port formalities completed. If delivery is delayed, the
charterer may claim demurrage or other damages. Practical issues often involve coordinating vessel arrival,
pilotage, and berth allocation, especially in congested ports.

Laytime Calculation involves determining the amount of time used for loading and discharging, and
whether any excess time leads to demurrage. The calculation typically follows a formula: Total elapsed time
minus allowed laytime, adjusted for weather delays, port authority interruptions, and other exceptions. For
example, a charter party may allocate 48 hours of laytime for loading, with a weather allowance of 2 hours
per day. If loading takes 55 hours, the charterer would owe demurrage for the 7 excess hours, after
accounting for any weather allowance. Challenges include accurately recording times, handling multiple
cargoes, and interpreting complex clauses that may differ between contracts.

Demurrage Rate is the amount payable per day (or per hour) for time spent beyond the agreed laytime. The
rate is negotiated in the charter party and may be fixed or variable, often reflecting market conditions. For
example, a demurrage rate of US$12,000 per day may be stipulated for a dry bulk carrier, while a tanker
may have a higher rate due to the cargo’s value. Practical considerations include ensuring the rate is
sufficient to incentivize efficient operations, but not so high as to make the charter uncompetitive. Disputes
can arise if the charterer believes the demurrage is excessive or if the shipowner claims the charterer is
responsible for delays outside their control.

Port of Loading (POL) is the location where the cargo is loaded onto the vessel. The charter party will specify
the exact berth, terminal, or facility, and may include provisions for nominated ports, where the charterer
has the right to select a different loading point within a defined range. For instance, a charterer may have
the option to load at any port within a 150-nautical-mile radius of the original POL, subject to the
shipowner’s approval. Challenges involve coordinating port logistics, berth availability, and compliance with
local regulations, which can affect laytime and demurrage.

Port of Discharge (POD) is the destination where the cargo is off-loaded. Similar to the POL, the charter
party may define a specific POD or allow the charterer to nominate an alternative within a certain area. For
example, a charterer may nominate a discharge port in the Mediterranean, but later request a change to a
nearby port due to unforeseen congestion. The charter party will typically require the shipowner’s consent
for any POD change, and may impose additional costs or adjustments to laytime. Practical challenges
include navigating differing port fees, customs procedures, and potential weather impacts that can delay
discharge.
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Nominated Port is a port selected by the charterer under the terms of the charter party, often within a
pre-agreed geographic scope. The shipowner must accept the nomination, provided it does not violate the
vessel's limitations or legal restrictions. For example, a charterer may nominate a port in the Gulf of Mexico
for loading, even if the original contract mentioned a different region, as long as the vessel’s draft and size
are compatible. Challenges arise when the nominated port lacks adequate facilities, leading to extended
laytime or the need for additional equipment.

Liner Service refers to a scheduled series of voyages operated by a shipping line, offering regular ports of
call and published rates. In chartering, a liner service may engage vessels on a long-term time charter or
bareboat charter to maintain its schedule. For instance, a container line may charter a series of container
ships on a 5-year basis to serve a trans-Pacific route. The charter party will contain performance metrics,
such as on-time performance and cargo capacity. Practical challenges include matching vessel availability
with service frequency, handling peak season demand, and ensuring compliance with regulatory standards
across multiple jurisdictions.

Spot Charter is a short-term charter, often for a single voyage, arranged on the spot market. Spot charters
are typically reactive, responding to immediate cargo transport needs, and rates can be volatile. For
example, a sudden surge in demand for oil transport may lead to a spot charter for a VLCC at a premium
rate of US$25,000 per day. The charter party for a spot charter may be less detailed than a long-term
agreement, but still includes essential clauses on laytime, demurrage, and performance. Challenges include
negotiating rates quickly, ensuring vessel suitability, and managing the risk of market fluctuations.

Contract of Affreightment is an agreement where the shipowner commits to transport a specified quantity
of cargo over a set period, often using multiple voyages and vessels. The charterer pays a fixed freight, and
the shipowner is responsible for providing the required capacity. For example, a coal exporter may enter a
contract of affreightment to deliver 5million tonnes of coal over a 12-month period, using several bulk
carriers as needed. The contract will detail the schedule, freight rates, and penalties for short-delivery.
Practical challenges include coordinating multiple vessels, handling variations in cargo availability, and
managing the impact of unforeseen events on the delivery schedule.

Deadfreight is a penalty payable by the charterer when the cargo loaded is less than the agreed quantity,
effectively compensating the shipowner for the loss of anticipated earnings. For instance, a charter party
may require loading 80,000 tonnes of grain, but only 70,000 tonnes are available. The charterer may be
liable for deadfreight on the shortfall, calculated at the agreed freight rate. Challenges include determining
the exact shortfall, verifying cargo availability, and negotiating any mitigation measures, such as substituting
cargo or adjusting the freight rate.

War Risk clause addresses the additional hazards and costs associated with operating in war-affected areas.
The charter party may stipulate an extra surcharge or require the charterer to bear war-risk insurance
premiums. For example, a tanker chartered to operate in the Red Sea may have a war-risk surcharge of

5 percent of hire. Practical challenges involve assessing the level of risk, obtaining appropriate insurance
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coverage, and handling sudden changes in the security situation that may affect the vessel’s routing or
schedule.

Piracy clause deals with the risk of hijacking or attacks by pirates, particularly in high-risk regions such as
the Gulf of Guinea or the Strait of Malacca. The clause may require the charterer to pay a piracy surcharge,
ensure the vessel follows recommended security routes, and maintain armed security teams where
permitted. For instance, a shipping line may add a piracy surcharge of US$2,000 per day when transiting
certain waters. Challenges include balancing cost implications with safety considerations, complying with
flag state regulations, and managing insurance requirements.

Bunker Clause specifies the responsibilities for fuel (bunker) supply, including the quantity, quality, and price
of fuel to be provided. In a time charter, the charterer typically arranges and pays for bunkering, while the
shipowner ensures the vessel’s fuel tanks are suitable. For example, a charter party may require the
charterer to supply low-sulphur fuel oil meeting IMO 2020 standards, at a price based on a recognized
index. Practical issues can arise if the fuel supplied does not meet specifications, leading to engine problems
or regulatory penalties. The clause also often includes provisions for fuel measurement and reporting.

Insurance Clause outlines the types and amounts of insurance the shipowner must maintain, such as hull
and machinery (H&M), protection and indemnity (P&lI), and war risk coverage. The clause may also require
the charterer to maintain cargo insurance. For instance, a charter party may require the shipowner to carry
H&M insurance with a minimum coverage of US$30 million, and P&I coverage of US$50 million. Challenges
involve ensuring that insurance limits are adequate for the vessel's size and cargo type, and that policies are
kept current throughout the charter term.

Arbitration is a dispute-resolution mechanism commonly stipulated in charter parties, where parties agree
to submit disagreements to a neutral arbitrator or tribunal rather than litigate in court. The charter party will
usually name a specific arbitration institution, such as the London Maritime Arbitrators Association (LMAA),
and specify the governing law. For example, a dispute over demurrage calculation may be referred to
arbitration under LMAA rules, with the decision being binding. Practical challenges include the cost and
duration of arbitration, the selection of arbitrators with appropriate expertise, and the enforceability of
awards across jurisdictions.

Jurisdiction clause determines the legal system and courts that will have authority over any disputes not
resolved by arbitration. It may specify a particular country, such as England and Wales, and may also include
a choice of law provision. For instance, a charter party may state that any litigation will be governed by
English law and heard in the High Court of England and Wales. Challenges arise when parties from different
legal backgrounds disagree on jurisdiction, potentially leading to complex cross-border litigation.

Termination Clause provides the conditions under which either party may end the charter agreement before
its natural expiry. Termination may be triggered by events such as breach of contract, insolvency, or
prolonged off-hire periods. For example, a shipowner may have the right to terminate a time charter if the
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charterer fails to pay hire for 30 consecutive days. The clause will generally outline notice periods,
compensation, and the handling of any cargo on board at termination. Practical challenges include
assessing whether termination is justified, calculating damages, and managing the re-allocation of the
vessel.

Time Charter Equivalent (TCE) is a performance metric used to compare the profitability of a vessel under a
time charter to that of a spot charter. It is calculated by subtracting voyage expenses (fuel, port charges,
etc.) From the total revenue, then dividing by the number of days the vessel is on charter. For instance, a
vessel earning US$1 million in freight, with US$300,000 in voyage expenses, over a 20-day period, would
have a TCE of US$35,000 per day. The TCE helps shipowners assess the efficiency of their fleet and make
strategic decisions about chartering versus operating their own services. Challenges include accurately
allocating expenses and accounting for variable factors such as fuel price spikes.

Clause in a charter party is a specific provision that addresses a particular aspect of the agreement, such as
laytime, demurrage, or insurance. Each clause is drafted to allocate risk, define responsibilities, and set out
remedies. For example, a “Performance Security” clause may require the charterer to provide a bank
guarantee equal to 10 percent of the total freight. Understanding each clause’s purpose and interaction with
other clauses is vital for both shipowners and charterers. Practical challenges include negotiating clause
language that balances protection with commercial flexibility, and interpreting ambiguous wording that
may lead to disputes.

Performance Security is a guarantee, often in the form of a bank bond or cash deposit, provided by the
charterer to assure the shipowner of payment for freight or hire. The amount is typically a percentage of the
contract value and may be released upon satisfactory performance. For instance, a charterer might provide
a US$500,000 performance bond for a voyage charter of 40,000 tonnes of cargo. Challenges arise if the
charterer defaults, requiring the shipowner to claim against the security, and ensuring that the security is
enforceable across jurisdictions.

Seaworthiness is the legal standard that a vessel must be fit for the intended voyage, with appropriate
equipment, crew, and certifications. The shipowner bears the responsibility to deliver a seaworthy vessel,
while the charterer may have a right to reject the vessel if it is unseaworthy. For example, if a ship arrives
with a defective steering gear, the charterer may issue a notice of unseaworthiness, potentially suspending
laytime and demanding repairs. Practical challenges include verifying the vessel's condition before delivery,
handling unexpected defects, and mitigating the impact on cargo operations.

Flag State is the country under whose laws the vessel is registered and whose flag it flies. The flag state
determines the regulatory regime governing safety, inspections, and certifications. For example, a vessel
registered in Liberia must comply with Liberian maritime regulations, as well as international conventions
such as SOLAS and MARPOL. The flag state also influences insurance premiums and the vessel's eligibility to
enter certain ports. Challenges include navigating differing flag state requirements, especially when
chartering vessels from multiple jurisdictions, and dealing with potential flag-state inspections that may
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affect charter performance.

Dry-Dock refers to a period when a vessel is taken out of service for maintenance, repairs, or inspections,
typically involving removal of the hull from the water. The charter party may contain a clause specifying
scheduled dry-dock periods and the corresponding off-hire treatment. For instance, a time charter may
allocate a 30-day off-hire for a dry-dock in the second year of the contract. Practical considerations include
coordinating the dry-dock schedule with charterer’s operational plans, minimizing revenue loss, and
ensuring that the vessel returns to service in compliance with all regulatory standards.

Ballast is the water taken on board to provide stability when a vessel is not carrying cargo. In chartering,
ballast operations may affect fuel consumption, draft limitations, and port fees. For example, a tanker sailing
empty from a discharge port may need to take on ballast water to meet stability requirements before
proceeding to the next loading port. The charter party may address ballast water management, especially in
light of environmental regulations concerning invasive species. Challenges include adhering to ballast water
treatment standards, managing additional fuel costs, and ensuring compliance with port state control
inspections.

Suezmayx, Aframax, and similar terms classify vessels based on size, cargo capacity, and draft, often linked to
the dimensions of major waterways such as the Suez Canal. A Suezmax tanker typically has a deadweight
tonnage (DWT) of up to 120,000 tonnes, allowing it to transit the Suez Canal fully loaded. An Aframax
vessel, with a DWT of 80,000-120,000 tonnes, is often used for regional crude oil trades. Understanding
these classifications helps charterers match vessel capacity to cargo requirements and route constraints.
Practical challenges include ensuring the selected vessel can access the intended ports, especially where
draft restrictions or canal fees are significant.

Cargo Manifest is a detailed list of the cargo on board, including quantities, description, weight, and
destination. The manifest is used by customs authorities, port officials, and insurers to verify cargo details. In
chartering, the manifest is referenced to confirm that the cargo loaded matches the charter party
specifications. For example, a manifest may show 45,000 tonnes of iron ore loaded at the POL, aligning with
the freight agreement. Challenges arise when discrepancies occur, such as under-declaration of weight,
leading to potential fines, cargo claims, or adjustments to freight calculations.

Ship’s Certificate includes all official documents verifying the vessel’'s compliance with international
conventions and flag-state regulations, such as the Certificate of Registry, Safety Management Certificate,
and International Oil Pollution Prevention Certificate. The charter party often requires the shipowner to
present these certificates before delivery. For instance, a charterer may request to see the vessel's SOLAS
certificate to confirm compliance with safety standards. Practical challenges involve ensuring that
certificates are up-to-date, especially after repairs or modifications, and addressing any gaps that could
delay loading or result in detentions.

Performance Metrics in chartering are quantitative indicators used to assess the efficiency and reliability of a
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vessel's operation. Common metrics include average speed, fuel consumption per day, on-time
performance, and demurrage incurred. For example, a charterer may set a performance target of less than
5days of demurrage per year for a fleet of vessels. Monitoring these metrics helps identify operational
improvements and negotiate future charter rates. Challenges include collecting accurate data across
different vessels, normalizing performance against varying routes, and aligning incentives between
shipowners and charterers.

Port Congestion occurs when a high volume of vessels exceeds the handling capacity of a port, leading to
delays in berthing, loading, or discharging. Congestion can impact laytime calculations, as the charter party
may contain provisions for “port delays” that are excluded from laytime. For instance, a charter party may
state that any delay caused by port congestion beyond 12 hours is not counted towards laytime, protecting
the charterer from demurrage. Practical challenges involve forecasting congestion, negotiating suitable
exclusions, and managing the financial impact of extended port stays.

Weather Clause defines how adverse weather conditions affect laytime and demurrage. It may provide a
daily weather allowance, such as 2 hours per day, which can be deducted from the total laytime. For
example, if a vessel experiences a storm that halts loading for 8 hours, the weather allowance may reduce
the laytime used by 4 hours (2 hours per day for two days). The clause may also specify “weather stop”
periods, during which the vessel is not considered on-laytime. Challenges include agreeing on the
measurement of weather impact, ensuring accurate recording, and handling disputes over whether a
particular event qualifies as “adverse weather.”

Laytime Exception is a provision that excludes certain periods from laytime calculations, such as pilotage
delays, customs inspections, or strikes. The charter party will list specific events that are excluded, protecting
the charterer from demurrage when these events occur. For instance, a laytime exception may state that any
delay caused by a crew change at the port is excluded from laytime. Practical challenges involve
documenting the occurrence of exceptions, obtaining evidence from port authorities, and ensuring both
parties agree on the applicability of the exception.

Redelivery Clause defines the conditions under which the vessel must be returned to the shipowner at the
end of a charter. It includes the location, date, and any required repairs or certifications. For example, a time
charter may require redelivery at the shipowner’'s home port on 30June, with the vessel in “as-is” condition,
subject to normal wear and tear. The clause may also outline penalties for late redelivery or failure to meet
condition requirements. Challenges include agreeing on the vessel’s condition, handling outstanding
maintenance issues, and resolving any disputes over compliance with the redelivery terms.

Off-Hire Clause specifies events that cause the vessel to be considered unavailable for charter, suspending
hire payments. Typical off-hire events include vessel breakdown, damage, dry-dock, or legal detention. The
clause will detail the notice requirements and any documentation needed to substantiate the off-hire event.
For instance, if a vessel suffers a main engine failure, the shipowner must notify the charterer within

24 hours, providing evidence of the fault. Practical challenges include determining whether an event

Read online: https://certificates.gsbf.co.uk/guides/4927836/ship- Greenwich School of Business and Finance - 01 Jul 2026
chartering-contracts



GSBF

Greenwich School of
Business and Finance

Change your life. Start from here

qualifies as off-hire, especially when the cause is partly attributable to the charterer’s actions, and
calculating the impact on the charter term.

General Average Adjuster is a professional appointed to assess the loss and allocate contributions among
parties when a General Average is declared. The adjuster evaluates the cost of sacrifices, such as jettisoned
cargo or expenses incurred to save the vessel. For example, after a ship’s master decides to discharge part
of the cargo to avoid grounding, the adjuster will calculate the total loss and apportion it among the
shipowner and cargo owners based on their respective cargo values. Challenges include ensuring all parties
provide accurate documentation, dealing with disputes over the valuation of cargo, and managing the time
required to complete the adjustment.

Freight Rate Negotiation is a critical aspect of chartering, involving the determination of the price per ton or
per voyage that the charterer will pay to the shipowner. Negotiations consider market conditions, vessel
availability, cargo type, route risk, and seasonal demand. For instance, during a peak season for grain
exports, freight rates may rise due to limited vessel supply, whereas off-peak periods may see lower rates.
Practical challenges include forecasting market trends, balancing competitive pricing with profitability, and
handling currency fluctuations that affect the final freight amount.

Hire Rate Indexation is a mechanism that adjusts the hire rate over the term of a time charter based on a
predefined index, such as the Baltic Dry Index (BDI) or a fuel price index. For example, a charter party may
stipulate that the daily hire will increase by 5 percent if the BDI rises above a certain threshold. This provides
both parties with a hedge against market volatility. Challenges include selecting an appropriate index,
agreeing on the adjustment formula, and ensuring transparent access to the index data throughout the
charter.

Performance Bond is a type of security that guarantees the shipowner’s performance under the charter
party. It may be required in cases where the charterer seeks assurance that the vessel will be delivered on
time and in the agreed condition. For instance, a charterer may demand a performance bond equal to

5 percent of the total freight value. If the shipowner fails to meet the delivery obligations, the charterer can
claim against the bond. Practical challenges involve negotiating the bond amount, ensuring the bond'’s
enforceability, and managing the administrative process of issuing and releasing the bond.

Port State Control (PSC) inspections are conducted by the authorities of the port state to verify that foreign
vessels comply with international regulations. A PSC inspection can lead to detention, fines, or required
remedial actions, impacting charter performance. For example, a vessel may be detained for deficiencies in
its safety management system, causing a delay in loading and potentially triggering demurrage. The charter
party may contain a clause addressing PSC events, allocating responsibility for costs and delays. Challenges
include preparing for inspections, maintaining compliance, and mitigating the financial impact of potential
detentions.

Fuel Surcharge is an additional charge applied to cover fluctuations in fuel prices, especially in time charters
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where the charterer is responsible for bunkering. The surcharge may be calculated based on an agreed fuel
price index or a fixed percentage of hire. For instance, a charter party may include a fuel surcharge of

1 percent of daily hire, adjusted monthly according to the average price of marine diesel. Practical
challenges include monitoring fuel price movements, ensuring accurate calculation of the surcharge, and
negotiating the method of adjustment to avoid disputes.

Deadweight Tonnage (DWT) is a measure of the total weight a vessel can safely carry, including cargo, fuel,
provisions, and crew. It is a key specification in chartering, determining the vessel’s suitability for a particular
cargo volume. For example, a charterer requiring transport of 70,000 tonnes of coal will look for a vessel
with a DWT of at least 80,000 tonnes to allow for fuel and ballast. Challenges include accounting for the
weight of ballast water, ensuring the vessel’s draft does not exceed port limitations, and verifying that the
DWT aligns with the cargo’s physical dimensions.

Draft Limitation refers to the maximum depth a vessel can sit in the water, dictated by the vessel's design
and the depth of the port. The charter party may specify a draft limitation to ensure the vessel can safely
berth. For instance, a port may have a maximum permissible draft of 15.5Meters, requiring the charterer to
select a vessel whose loaded draft does not exceed this value. Practical challenges involve calculating the
draft based on cargo weight, ballast, and fuel, and making adjustments if the draft exceeds the limit, such as
reducing cargo or taking on less ballast.

Ballast Water Management System (BWMS) is an equipment installed on ships to treat ballast water,
preventing the transfer of invasive species. International regulations, such as the IMO'’s Ballast Water
Management Convention, require vessels to have an approved BWMS. The charter party may contain a
clause obligating the shipowner to maintain a compliant system. For example, a charterer may demand
proof of a certified BWMS before loading cargo. Challenges include ensuring the system'’s operational
integrity, handling maintenance requirements, and dealing with potential delays if the system fails during a
voyage.

Charterer’s Liability encompasses the obligations and potential financial exposure of the charterer under the
charter party. This includes payment of freight or hire, responsibility for loading and discharge costs, and
liability for cargo loss or damage occurring while the cargo is under the charterer’s control. For instance, if
cargo is damaged due to improper handling by the charterer's stevedores, the charterer may be liable for
the loss. Practical challenges involve clarifying the extent of liability, obtaining appropriate insurance
coverage, and managing the risk of third-party claims.

Shipowner’s Liability includes responsibilities for the vessel’s seaworthiness, crew safety, and performance of
the charter party.
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