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

Documentation and Contracts

Bill of Lading is the cornerstone document in maritime trade, serving simultaneously as a receipt for the
cargo, evidence of the contract of carriage, and a document of title. When a shipper delivers goods to a
carrier, the carrier issues the bill of lading to confirm receipt of the cargo in the condition described. The
holder of a clean, negotiable bill of lading may present it to the bank to obtain a loan, or may use it to claim
the goods upon arrival at the destination port. In practice, the bill of lading must accurately reflect the
quantity, description, and condition of the cargo; any discrepancy can lead to disputes, cargo claims, or
even the detention of the vessel.

The term charter party refers to the contract between a shipowner and a charterer that outlines the rights
and obligations of both parties. There are three principal types of charter parties: voyage charter, time
charter, and bareboat charter. In a voyage charter, the shipowner agrees to transport a specified cargo from
a loading port to a discharge port for a single voyage, and the freight is usually calculated on a per-ton
basis. A time charter grants the charterer the use of the vessel for a defined period, with the charterer
responsible for fuel, port charges, and crew wages, while the shipowner retains responsibility for the vessel's
technical management. A bareboat charter, also known as a demise charter, transfers full possession and
control of the vessel to the charterer, who then becomes responsible for crewing, maintenance, and all
operating costs. Understanding the distinctions among these charter types is essential for assessing risk,
allocating costs, and negotiating terms.

Laytime defines the period during which the charterer may load and discharge cargo without incurring
additional charges. Laytime is usually expressed in days, hours, or a combination of both (e.G., "4 Days 12
hours”). It is calculated based on the agreed rate of cargo handling, such as “one ton per hour” for loading
and "two tons per hour” for discharging. If the charterer exceeds the allotted laytime, the vessel's owner
may claim demurrage, a penalty payable for each day or fraction thereof that the vessel is delayed beyond
the agreed laytime. Demurrage rates are stipulated in the charter party and can vary widely depending on
market conditions, vessel type, and cargo nature. For instance, a high-value cargo such as crude oil may
attract a higher demurrage rate to compensate the shipowner for the opportunity cost of the delayed
voyage.

The concept of freight represents the compensation payable to the shipowner for the carriage of cargo.
Freight may be expressed as a fixed amount per ton, per cubic meter, or as a lump sum. In a voyage charter,
freight is typically payable upon the vessel's arrival at the discharge port and the presentation of a clean bill
of lading. In a time charter, the charterer pays a daily hire rate, which includes the cost of the vessel but
excludes fuel and port expenses. The freight clause in a charter party often contains provisions for “freight
adjustments” to account for variations in cargo weight, volume, or quality that may affect the final amount
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due.

A cargo manifest is a detailed inventory of all goods loaded on board a vessel, prepared by the shipper or
freight forwarder and submitted to customs authorities. The manifest lists each commodity, its weight,
measurement, packaging type, and destination. It is used by port officials to verify that the cargo matches
the bill of lading and to facilitate clearance procedures. Errors in the manifest can trigger inspections, cause
delays, or lead to fines for non-compliance with import/export regulations.

The Packing List complements the cargo manifest by providing a more granular breakdown of how the
cargo is packed. It includes information such as the number of cartons, pallets, crates, or drums, the
dimensions of each package, and any special handling instructions. The packing list is essential for cargo
owners who need to verify that their goods have been loaded correctly, and for insurers who assess the risk
of damage during transit. In practice, mismatches between the packing list and the manifest may indicate
misdeclaration or potential fraud, prompting further investigation.

A Letter of Indemnity (LOI) is a document issued by a party, usually the charterer or cargo owner, promising
to indemnify the carrier against any loss or liability arising from a specific action. LOls are frequently used
when the original bill of lading is not available, for example, when a consignee needs to take delivery of
cargo before the original document arrives. The LOI must clearly specify the scope of indemnity, the parties
involved, and the circumstances under which it applies. While LOls facilitate smooth cargo release, they also
expose carriers to risk if the indemnifying party defaults, making thorough vetting essential.

The term deadweight tonnage (DWT) quantifies the total weight a ship can safely carry, including cargo,
fuel, fresh water, provisions, crew, and stores. DWT is a critical specification in charter negotiations because
it determines the maximum cargo capacity. For example, a vessel with a DWT of 70,000 metric tons may be
chartered for a bulk cargo such as iron ore, where the cargo weight directly impacts the vessel's profitability.
However, DWT must be balanced against draft limitations at both loading and discharge ports; a ship may
be unable to load its full DWT if the water depth is insufficient, leading to a partial load and potential
demurrage.

Draft refers to the vertical distance between the waterline and the bottom of the hull (keel). Draft is a key
operational parameter because it determines whether a vessel can safely navigate a particular channel or
berth. Draft restrictions are often imposed by port authorities, and they can affect the amount of cargo that
can be loaded. In practice, the master of the vessel monitors draft throughout the loading process,
adjusting ballast and cargo distribution to maintain stability while staying within allowable limits.

The Port of Loading (POL) and Port of Discharge (POD) are the designated locations where cargo is
respectively loaded onto and unloaded from the vessel. These ports are identified in the charter party and
the bill of lading, and they influence the routing, transit time, and cost structure of the shipment. For
instance, a charterer may negotiate a lower freight rate if the POL and POD are major hub ports with
efficient cargo handling facilities, whereas using a smaller, less-developed port may increase costs due to
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longer dwell times and higher demurrage risk.

A General Average clause is a principle of maritime law that requires all parties involved in a voyage to
proportionally share the loss resulting from a voluntary sacrifice made to save the vessel. Typical scenarios
include jettisoning cargo to prevent a vessel from capsizing or pumping out water to keep the ship afloat
after a hull breach. When a general average event occurs, the shipowner declares a general average, and the
loss is apportioned among cargo owners, the shipowner, and sometimes the charterer, based on the value
of each party's interest in the voyage. The declaration triggers the need for a General Average Adjuster to
calculate each party's contribution and to issue a guarantee that must be provided before cargo is released.

The Insurance Policy covering the cargo is often a separate contract, commonly referred to as a marine
cargo insurance. This policy protects the cargo owner against loss or damage arising from perils of the sea,
including grounding, collision, fire, and theft. The insurance certificate must be presented to the carrier or
the bank as evidence of coverage, especially when a letter of indemnity is used. In many cases, the policy
includes a “all risks” clause, providing broad protection, but it may also contain exclusions such as “war risk”
or "act of God,” which require additional coverage.

A Letter of Credit (LC) is a financial instrument issued by a bank on behalf of the buyer, guaranteeing
payment to the seller upon presentation of specified documents, typically including a clean bill of lading,
commercial invoice, and insurance certificate. The LC is vital in international trade because it reduces the
credit risk for the seller and assures the buyer that payment will only be made once the contractual
documents are correctly presented. In the context of ship chartering, an LC may be used to secure freight
payments, especially for high-value cargoes or when the charterer’s creditworthiness is uncertain.

The term force majeure describes events beyond the control of the contracting parties that prevent or
substantially hinder the performance of contractual obligations. Common force majeure events in maritime
contracts include natural disasters, war, strikes, or unexpected regulatory changes. A force majeure clause
typically allows the affected party to suspend or terminate the contract without liability, provided that
notice is given promptly and the event is proven to be beyond reasonable control. However, the clause may
also specify mitigation obligations, requiring the party to take reasonable steps to minimize the impact of
the event.

A Notice of Readiness (NOR) is a formal declaration by the ship’s master that the vessel has arrived at the
berth, is fully prepared for loading or discharging, and meets all contractual conditions for commencement
of laytime. The NOR triggers the start of laytime as stipulated in the charter party. If the charterer fails to
accept the NOR within a specified period, the shipowner may be entitled to claim demurrage for the time
the vessel remains idle. In practice, the master must ensure that the vessel's documents, crew, and
equipment are in order before issuing the NOR to avoid disputes over its validity.

Surveyor refers to an independent professional appointed to inspect cargo, vessel condition, or damage. In
cargo operations, a surveyor may be engaged to verify that the quantity and quality of the cargo loaded
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matches the specifications in the contract. Surveyors also play a key role in assessing loss or damage in the
event of a claim, providing an objective report that can be used in negotiations or litigation. For example,
after a cargo spill, the insurer may require a surveyor’s report to determine the extent of the loss and to
allocate responsibility under the insurance policy.

The concept of Free In and Out (FIO) or Free Alongside Ship (FAS) defines the point at which the
responsibility and cost for loading the cargo transfers from the seller to the buyer. Under FIO, the seller is
responsible for delivering the cargo to the vessel’s quay and for loading it onto the ship, while the buyer
assumes responsibility once the cargo is on board. This term is crucial for determining who bears the risk of
loss during the loading phase and for allocating costs such as stevedoring, terminal handling, and any
associated delays.

In contrast, CFR (Cost and Freight) and CIF (Cost, Insurance and Freight) are Incoterms that allocate
responsibilities differently. Under CFR, the seller pays for the cost and freight to bring the goods to the
destination port, but the risk transfers to the buyer once the goods are on board. CIF adds the requirement
for the seller to obtain marine insurance covering the cargo up to the destination port. Understanding these
Incoterms helps charterers and cargo owners negotiate appropriate risk allocation and cost distribution in
their contracts.

A Stevedore is the specialist or company responsible for loading and unloading cargo on a vessel.
Stevedores may be employed by the port authority, a shipping line, or an independent contractor. Their
performance directly impacts laytime; efficient stevedoring can reduce loading and discharging times,
whereas poor performance can lead to extended laytime and increased demurrage. Charter parties often
contain clauses that specify the acceptable standards for stevedoring and may allow the shipowner to
nominate an alternative stevedore if the initially appointed one fails to meet required efficiency.

The term cargo handling equipment encompasses the machinery and tools used to move cargo between
the ship and shore facilities. Examples include cranes, forklifts, conveyor belts, and specialized containers
such as reefer units for refrigerated goods. The availability and condition of this equipment are critical
factors in planning the loading and discharge schedule. Inadequate equipment can cause bottlenecks,
leading to delays and financial penalties, while modern, well-maintained equipment can improve
turnaround times and reduce operational risk.

Reefer unit stands for refrigerated container, which maintains a controlled temperature for perishable cargo
such as fruits, vegetables, pharmaceuticals, and meat. The charter party may include specific provisions
regarding the temperature range, monitoring requirements, and the party responsible for power supply
during transit. Failure to maintain the required temperature can result in cargo spoilage, leading to claims
against the carrier or the charterer, depending on the contractual allocation of risk.

A Letter of Authorization (LOA) is a document that authorizes a third party, such as a freight forwarder or
shipping agent, to act on behalf of the principal in matters related to the shipment. The LOA typically

Read online: https://certificates.gsbf.co.uk/guides/5380022/ Greenwich School of Business and Finance - 19 Jul 2026
documentation-and-contracts



GSBF

Greenwich School of
Business and Finance

Change your life. Start from here

outlines the scope of authority, the duration of the appointment, and any limitations. It is essential for
ensuring that the agent can legally represent the principal in customs clearance, documentation, and other
regulatory interactions. In the absence of a proper LOA, the agent’s actions may be deemed unauthorized,
exposing the principal to potential liability.

The Charterer's Obligation clause in a charter party defines the duties the charterer must fulfill, including
timely provision of cargo, payment of freight, and adherence to agreed laytime. Non-compliance with these
obligations can trigger default provisions, enabling the shipowner to claim damages, suspend the charter,
or even terminate the agreement. For example, if the charterer fails to present the necessary documents for
cargo release within the stipulated time, the shipowner may be entitled to charge demurrage for the
resulting delay.

Conversely, the Shipowner's Obligation clause outlines the responsibilities of the vessel's owner, such as
delivering a seaworthy ship, maintaining the vessel's registration, and ensuring compliance with safety
regulations. The shipowner must also provide a crew competent to operate the vessel safely. If the
shipowner breaches these obligations—for instance, by delivering a vessel with an unserviceable engine—it
may constitute a fundamental breach, giving the charterer the right to claim damages or to rescind the
charter party.

The term seaworthiness is a legal standard requiring that a vessel be fit for the intended voyage, properly
equipped, and crewed. Seaworthiness is an implied term in most charter parties, meaning that the
shipowner is automatically responsible for ensuring the vessel meets this condition, regardless of any
explicit warranty. Failure to provide a seaworthy vessel can lead to loss of cargo, delays, and substantial
liabilities, often resulting in legal actions under the doctrine of “deviation” or “constructive total loss.”

A Deviation occurs when a vessel departs from the agreed route without justification, potentially
compromising the safety of the cargo or the vessel. Deviations may be caused by adverse weather, piracy
threats, or port restrictions. However, the charter party may contain a “laytime for deviation” clause
permitting the shipowner to claim additional time for unavoidable deviations. Unauthorized deviations can
void the charter party’s protections and expose the shipowner to claims for loss or damage.

The Port State Control (PSC) refers to the inspection regime carried out by a port authority to verify that
foreign ships comply with international conventions such as SOLAS, MARPOL, and the International Ship
and Port Facility Security (ISPS) Code. PSC inspections can result in detention, fines, or the requirement to
rectify deficiencies before the vessel is allowed to proceed. For charterers and shipowners, PSC compliance
is a critical operational consideration, as non-compliance can cause delays, increase costs, and damage
reputations.

A Marine Survey is an examination performed by a qualified surveyor to assess the condition of a vessel, its
cargo, or its equipment. Types of marine surveys include pre-delivery surveys, condition surveys, and
post-damage surveys. The findings of a marine survey are often used to negotiate terms, settle claims, or

Read online: https://certificates.gsbf.co.uk/guides/5380022/ Greenwich School of Business and Finance - 19 Jul 2026
documentation-and-contracts



GSBF

Greenwich School of
Business and Finance

Change your life. Start from here

determine the appropriate level of insurance coverage. For instance, a pre-delivery survey can verify that a
vessel meets the specifications required by the charterer before the charter commences.

The term freight forwarder denotes an intermediary that arranges the transportation of cargo on behalf of
the shipper. Freight forwarders coordinate multiple carriers, handle documentation, and may provide
additional services such as consolidation, warehousing, and customs brokerage. While the freight forwarder
does not own the vessel, they play a pivotal role in ensuring that the shipment follows the agreed schedule
and complies with regulatory requirements. Their expertise can reduce the risk of documentation errors,
missed deadlines, and incorrect cargo handling.

A Demurrage Account is a ledger that records all demurrage charges incurred by a vessel during a particular
charter period. It tracks the amount of laytime exceeded, the agreed demurrage rate, and any applicable
penalties. Maintaining an accurate demurrage account is essential for both shipowners and charterers, as it
provides a transparent basis for invoicing, dispute resolution, and financial planning. In practice, the account
may be reviewed regularly by both parties to monitor performance and to mitigate excessive costs.

The Notice of Intended Claim (NOIC) is a formal communication issued by a party intending to bring a claim
for loss, damage, or breach of contract. The NOIC typically outlines the nature of the claim, the basis for
liability, and the amount sought. Sending a NOIC is often a prerequisite under the terms of the charter party
or insurance policy before initiating legal proceedings. It also serves to open a dialogue for possible
settlement, thereby avoiding costly litigation.

A Proforma Invoice is a preliminary bill of sale sent by the seller to the buyer before the actual shipment
occurs. It outlines the expected price, quantity, and terms of the transaction, and it is commonly used to
facilitate the issuance of a letter of credit. While not a binding contract, the proforma invoice provides the
buyer with sufficient detail to arrange financing and to verify that the terms match those agreed upon in the
charter party.

The Incoterm (International Commercial Term) is a standardized set of trade terms published by the
International Chamber of Commerce that defines the responsibilities of buyers and sellers for the delivery of
goods. Incoterms such as FOB (Free On Board), CIF, and DAP (Delivered at Place) are frequently referenced
in charter agreements to clarify the point at which risk transfers from seller to buyer. Accurate selection of
the appropriate Incoterm is vital for aligning contractual risk with the parties’ operational capabilities.

The term dead-freight describes a situation where the charterer fails to provide the contracted cargo
quantity, resulting in the vessel sailing with unused capacity. In a voyage charter, the shipowner may claim
dead-freight as compensation for the loss of potential earnings. The charter party usually specifies a
dead-freight rate, often expressed as a percentage of the freight that would have been earned had the full
cargo been loaded. Managing dead-freight risk involves careful coordination between the charterer's
logistics planning and the shipowner’s scheduling.

A Performance Bond is a financial guarantee, typically issued by a bank, that assures the fulfillment of
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contractual obligations. In ship chartering, a performance bond may be required from the charterer to
secure the payment of freight and demurrage, or from the shipowner to guarantee the delivery of a vessel
in a certain condition. If a default occurs, the injured party can draw on the bond to recover losses,
providing an additional layer of security beyond the contractual terms.

The Guarantee clause in a charter party may require the charterer to provide a bank guarantee for the
freight due, ensuring that the shipowner receives payment even if the charterer becomes insolvent.
Guarantees are commonly used in high-value transactions or when the charterer’s credit history is limited.
The guarantee must specify the amount, the conditions for its release, and the governing law, as these
details affect enforceability.

A Clause of Limitation of Liability caps the amount of damages that one party can claim from the other
under the contract. In maritime contracts, limitation clauses often reference the "Hague-Visby Rules” or the
"York-Antwerp Rules” to define the maximum liability for loss or damage to cargo. While such clauses
provide predictability, they may be challenged if the limitation is deemed unreasonable or if it contravenes
mandatory statutory provisions.

The concept of constructive total loss (CTL) arises when the cost of repairing a damaged vessel or cargo
exceeds its insured value, making total loss the most practical remedy. In a CTL scenario, the insured may
elect to receive the full insured amount and then dispose of the damaged property. CTL claims require
thorough documentation, including surveys, damage assessments, and cost estimates, to substantiate the
decision that repair is uneconomical.

A Ballast Water Management system is a regulatory requirement that controls the discharge of ballast water
to prevent the transfer of invasive species. The International Maritime Organization (IMO) mandates that
vessels treat ballast water before discharge, using filtration or chemical treatment. Non-compliance can
result in fines, detention, and environmental penalties, which may affect the charterer's schedule and
increase operational costs.

The Notice of Withdrawal is a formal statement issued by either party to terminate the charter party before
its natural expiry, typically due to a breach or a change in circumstances such as a war or a new regulation.
The notice must comply with the notice period stipulated in the contract, and it may trigger the settlement
of outstanding payments, the return of any deposits, and the allocation of any accrued demurrage.

A Forwarding Agent is an individual or company that arranges the transportation of goods on behalf of the
shipper, handling documentation, customs clearance, and coordination with carriers. Forwarding agents
often work closely with freight forwarders, but they may also provide specialized services such as hazardous
cargo handling or temperature-controlled logistics. Their expertise reduces the risk of procedural errors that
could delay cargo release.

The term cargo insurance encompasses a range of policies designed to protect the cargo owner against loss
or damage during the maritime transport process. Common types include “all-risk” policies, which cover a
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broad spectrum of perils, and “named perils” policies, which list specific risks that are covered. The
insurance certificate must be presented to the carrier or bank to satisfy contractual requirements, and it
often includes clauses regarding sub-rogation, where the insurer may pursue recovery from a third party
responsible for the loss.

A Nomination Clause in a charter party allows the charterer to nominate a specific vessel to perform the
charter. The clause typically outlines the criteria for nomination, the time frame within which the nomination
must be made, and the consequences of a failure to nominate. If the charterer does not nominate a vessel
within the agreed period, the shipowner may be entitled to claim loss of opportunity or to re-offer the
vessel to another charterer.

A Freight Forwarding Agreement (FFA) is a contract between a shipper and a freight forwarder that defines
the scope of services, the fees, and the responsibilities for transporting goods. The FFA may incorporate
terms from the underlying charter party, such as laytime, demurrage, and liability, ensuring alignment
between the forwarder’s operations and the carrier’s expectations. Properly drafted FFAs help avoid gaps in
coverage and reduce the risk of disputes over cost allocation.

The term incoterms also includes “EXW" (Ex Works), where the seller makes the goods available at their
premises, and the buyer assumes all subsequent risks and costs. While EXW is rarely used in maritime
transport because the seller does not load the cargo onto a vessel, understanding the full range of
Incoterms helps charterers structure contracts that reflect the desired risk distribution.

A Charter Party Addendum is a supplemental document that modifies or adds to the original charter party.
Addenda may address unforeseen circumstances, such as changes in port regulations, new safety
requirements, or adjustments to freight rates due to market fluctuations. The addendum must be signed by
both parties to be enforceable, and it becomes part of the contractual framework governing the voyage.

The Notice of Arrival (NOA) is a communication sent by the ship’s master or agent to the destination port
authority, informing them of the vessel's estimated time of arrival (ETA). The NOA typically includes details
such as the vessel's name, IMO number, cargo description, and any special handling requirements. Timely
issuance of the NOA enables the port to allocate berthing space, arrange stevedores, and ensure that
customs officials are prepared for clearance, thereby minimizing potential delays.

A Stevedoring Agreement is a contract between the shipowner or charterer and the stevedoring company
that outlines the scope of services, rates, and performance standards. The agreement may include clauses
relating to the provision of equipment, liability for cargo damage, and penalties for exceeding laytime.
Clearly defined stevedoring agreements help prevent disputes over responsibilities and reduce the risk of
demurrage arising from inefficient cargo handling.

The term cargo manifest discrepancy refers to any inconsistency between the information recorded in the
manifest and the actual cargo loaded on board. Discrepancies may arise from clerical errors,
misdeclarations, or intentional fraud. Such inconsistencies can lead to customs investigations, fines, and
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potential seizure of the cargo. Effective internal controls, such as double-checking entries and conducting
pre-loading inspections, are essential to mitigate this risk.

A General Cargo classification includes a wide variety of goods that are not bulk or containerized, such as
machinery, steel coils, and timber. General cargo often requires careful stowage planning to prevent shifting
during transit, and it may be subject to special handling instructions. The charter party may contain specific
provisions for the stowage of general cargo, including the use of dunnage, lashing, and segregation of
hazardous items.

A Bulk Carrier is a vessel specifically designed to transport large volumes of unpackaged cargo, such as
grain, coal, ore, or cement. Bulk carriers are classified by size categories—handysize, handymax, panamax,
and capesize—each with distinct DWT ranges and port accessibility. Chartering a bulk carrier involves
considerations of loading rates, cargo compatibility, and draft restrictions, as well as the potential for cargo
contamination if different commodities are carried sequentially.

The term containerization refers to the practice of loading cargo into standardized intermodal containers
that can be transferred seamlessly between ships, trucks, and rail. Containerization has revolutionized cargo
handling by reducing loading times, improving cargo security, and facilitating global supply chains. In
charter parties, containerized cargo may be subject to specific clauses governing the number of containers,
the type of containers (e.G., Dry, reefers), and the responsibilities for container loss or damage.

A Container Damage Clause in a charter party addresses the allocation of liability for damaged containers.
The clause may stipulate that the carrier is responsible for damage occurring while the container is in its
custody, whereas the shipper retains responsibility for damage occurring prior to loading. The clause often
requires the parties to follow a predefined procedure for reporting and documenting container damage,
including photographic evidence and timely notification.

The Fumigation Certificate is an official document confirming that a cargo has been treated with fumigants
to eliminate pests or microorganisms. Certain cargoes, such as wood products or agricultural commodities,
require fumigation before export to meet the import regulations of the destination country. Failure to
provide a valid fumigation certificate can result in cargo rejection, detention of the vessel, and possible
fines.

A Bill of Lading Endorsement is an annotation added to the original bill of lading to transfer ownership or to
modify the terms. Endorsements may be “blank,” allowing anyone in possession to claim the cargo, or
“named,” specifying a particular consignee. Endorsements are critical in trade finance, as banks often
require a clean, negotiable bill of lading with appropriate endorsements before releasing payment.
Improper endorsement can impede cargo release and lead to disputes.

The term demurrage calculation involves determining the monetary amount owed for time exceeded
beyond the agreed laytime. The calculation typically multiplies the excess time by the demurrage rate
stipulated in the charter party, with provisions for partial days and rounding conventions. Some charter
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parties include “idle time" allowances, where certain periods of inactivity are excluded from the demurrage
calculation. Accurate demurrage calculation is essential for invoicing and for defending against potential
disputes.

A Time Charter Equivalent (TCE) is a performance metric used to compare the profitability of a voyage
charter to a time charter, expressed as a daily rate. The TCE is derived by dividing the net freight earned
from a voyage by the number of days the vessel was employed, after deducting voyage-related expenses
such as port charges and bunker consumption. TCE analysis helps shipowners assess market conditions and
decide whether to pursue voyage charters or time charters.

The Clause on War Risks addresses the allocation of risk associated with armed conflict, piracy, or terrorist
acts. War risk coverage is often excluded from standard marine cargo insurance and must be purchased
separately. The clause may require the charterer to pay an additional war risk premium or to provide a
separate guarantee. In regions with heightened security concerns, such as the Gulf of Aden, parties must
carefully evaluate the impact of war risk on freight rates and insurance costs.

A Clause on Piracy is similar to the war risk clause but focuses specifically on the threat of piracy. It may
outline the responsibilities for providing armed security teams, the use of safe routes, and the allocation of
any additional costs incurred due to anti-piracy measures. Failure to comply with piracy mitigation
requirements can expose both shipowner and charterer to heightened liability and potential loss of cargo.

The term shifting of cargo refers to the movement of cargo within the hold during a voyage, which can
affect the vessel's stability and may cause damage to the cargo itself. Proper stowage, lashing, and securing
are essential to prevent cargo shift. Charter parties often contain clauses that hold the charterer responsible
for any damage caused by improper cargo securing, emphasizing the need for qualified stevedores and
thorough pre-loading checks.

A Clause on Hazardous Materials (HAZMAT) sets out the obligations for handling, labeling, and transporting
dangerous goods. The clause references the International Maritime Dangerous Goods (IMDG) Code and
may require the charterer to provide a dangerous goods declaration, appropriate packaging, and any
necessary permits. Non-compliance can result in severe penalties, vessel detention, and heightened liability
for both parties.

The Notice of Change of Destination (NCD) is a formal request to alter the agreed POD after the charter
party has been executed. The NCD must be approved by the shipowner, as a change of destination may
affect the vessel's schedule, fuel consumption, and contractual obligations. The charter party may stipulate a
fee for such changes, calculated based on the additional distance and any associated costs.

A Clause on Bunker Clause specifies how fuel costs are to be handled in a time charter. The charterer
typically pays for bunkers consumed during the charter period, and the clause may define the type of fuel,
the price basis (e.G., Market price or fixed rate), and the method of accounting. Accurate bunker accounting
is crucial, as fuel represents a significant proportion of operating expenses, and discrepancies can lead to
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disputes over the final hire payment.

The term dead-freight penalty refers to a monetary charge imposed on the charterer for failing to provide
the agreed cargo quantity, thereby leaving the vessel partially empty. The penalty compensates the
shipowner for the lost earning potential. Dead-freight clauses are particularly relevant in bulk cargo
charters, where the vessel's capacity is a primary asset. Effective communication and coordination between
the charterer’s supply chain and the vessel's schedule are essential to avoid dead-freight situations.

A Clause on Weather Delay provides a mechanism for adjusting laytime or freight when adverse weather
conditions prevent loading, discharging, or sailing. The clause may define a “weather laytime” that is
excluded from the standard laytime calculation, or it may allow for the suspension of demurrage accrual
during the delay. Clear definition of what constitutes “adverse weather” and the required evidence (e.G.,
Meteorological reports) helps prevent disputes.

The Clause on Lighterage addresses the use of smaller vessels (lighters) to transfer cargo between the main
vessel and shore when the port's infrastructure cannot accommodate the larger ship. The charter party may
specify who bears the cost of lighterage, who is responsible for the safety of the cargo during transfer, and
the liability for any loss incurred. Lighterage is common in shallow-draft ports or in regions with limited
cargo handling facilities.

A Clause on Salvage outlines the rights and obligations related to the rescue of a vessel or cargo in distress.
The clause typically references the International Convention on Salvage (1976) and may stipulate the
proportion of salvage awards payable to the salvor. Including a salvage clause ensures that both parties
understand the financial implications of a salvage operation and the process for claiming or paying salvage
awards.

The term cargo stowage plan is a detailed diagram showing the arrangement of cargo within the vessel's
holds, taking into account weight distribution, center of gravity, and compatibility of different cargo types. A
well-prepared stowage plan is essential for maintaining vessel stability, preventing cargo damage, and
ensuring compliance with safety regulations. The charter party may require the master to approve the
stowage plan before loading commences.

A Clause on Sub-Chartering defines whether the charterer may sub-lease the vessel to a third party and
under what conditions. Sub-chartering can provide flexibility and additional revenue for the charterer, but it
also introduces additional layers of responsibility and risk. The clause may require the shipowner's consent,
impose limits on the duration of sub-charters, and outline the liability for any breaches by the sub-charterer.

The Clause on Arbitration designates the method for resolving disputes arising from the charter party.
Arbitration is often preferred over litigation due to its confidentiality, speed, and expertise of maritime
arbitrators. The clause typically specifies the governing law, the arbitration institution (e.G., London Maritime
Arbitrators Association), and the location of the proceedings. Parties should understand the implications of
arbitration, including the enforceability of awards under the New York Convention.
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A Clause on Confidentiality obligates the parties to keep proprietary information, such as freight rates,
cargo details, and commercial strategies, confidential. Breach of confidentiality can result in damages or
injunctive relief. In the competitive shipping market, protecting sensitive data is essential for preserving
commercial advantage.

The term notice period refers to the amount of time a party must give before terminating the charter party
or invoking a specific contractual right. Notice periods are stipulated for various actions, including
termination for breach, withdrawal, or change of destination. Proper adherence to notice periods prevents
claims of wrongful termination and ensures that the other party has sufficient time to mitigate any resulting
losses.

A Clause on Assignment addresses whether and how either party may assign its rights and obligations
under the charter party to a third party. Assignment may be prohibited, restricted, or allowed with consent.
In practice, assignment is relevant when a charterer wishes to transfer its freight obligations to another
company, or when a shipowner sells the vessel mid-charter. The clause safeguards the original parties’
interests and ensures that any assignee is capable of fulfilling the contractual duties.

The Clause on Force Majeure typically lists events such as natural disasters, war, strikes, and governmental
actions that excuse performance. The clause may require the affected party to provide written notice within
a specified timeframe and to mitigate the effects of the force majeure event. Understanding the scope of
force majeure is vital for risk management, as it determines whether a party can avoid liability for delays or
non-performance.

A Clause on Payment Terms details the schedule, method, and currency for freight and demurrage
payments. It may include provisions for bank guarantees, letters of credit, or electronic funds transfer.
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