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Certificate in Admiralty Law

Shipping and Trade Practices

Shipping and Trade Practices are essential components of Admiralty Law that involve the transportation of
goods and services by sea, as well as the associated commercial transactions. This explanation will cover key
terms and vocabulary related to shipping and trade practices, focusing on their importance, practical
applications, and challenges.

Bill of Lading (B/L) - A B/L is a contract between the shipper and the carrier that acknowledges the receipt
of goods for transportation. It also serves as a receipt for the goods and evidence of the contract of
carriage. A B/L may be negotiable, allowing the holder to take possession of the goods, or non-negotiable,
which transfers ownership but not possession.

Example: A shipper sends a container of goods to a buyer in another country. The carrier issues a negotiable
B/L, which the buyer uses to take possession of the goods upon arrival.

Charterparty - A charterparty is a contract between the owner of a ship and the person who wants to use it
for the transportation of goods. There are two main types: a voyage charter, where the charterer hires the
ship for a single voyage, and a time charter, where the charterer hires the ship for a specified period.

Example: A shipping company enters into a time charterparty with a charterer for the transportation of
goods for six months.

Letter of Credit (L/C) - An L/C is a financial instrument issued by a bank on behalf of a buyer, guaranteeing
payment to the seller upon presentation of specified documents. L/Cs are commonly used in international
trade to minimize the risk of non-payment.

Example: A buyer in one country wants to purchase goods from a seller in another country. The buyer's
bank issues an L/C, guaranteeing payment to the seller upon presentation of a B/L and other required
documents.

Demurrage - Demurrage is a charge imposed on a charterer for delaying the loading or unloading of a ship
beyond the agreed time. It is intended to compensate the shipowner for the loss of earning potential during
the delay.

Example: A charterer fails to unload a ship within the agreed time, resulting in demurrage charges.

Despatch - Despatch is a payment made to a charterer for loading or unloading a ship ahead of the agreed
time. It is intended to compensate the charterer for the additional costs incurred in expediting the process.

Example: A charterer completes the unloading of a ship ahead of schedule, resulting in despatch payments.

Freight Forwarder - A freight forwarder is a company that organizes the transportation of goods on behalf
of shippers. They arrange for the shipping, warehousing, and insurance of goods, and may also handle
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customs clearance.

Example: A freight forwarder organizes the transportation of goods from a manufacturer to a buyer in
another country, handling all logistics and documentation.

General Average - General Average is a principle in maritime law where all parties involved in the
transportation of goods share the cost of any losses or expenses incurred during the journey. This principle
is applied when extraordinary measures are taken to save a ship and its cargo from a common peril.

Example: A ship encounters a storm, and the crew jettisons some cargo to prevent the ship from capsizing.
The cost of the lost cargo is shared among all parties involved in the transportation.

Maritime Liens - Maritime liens are claims against a ship or its cargo for unpaid debts or damages. They
allow a creditor to seize the ship or its cargo until the debt is paid.

Example: A shipowner fails to pay for repairs to a ship. The repair company can place a maritime lien on the
ship, preventing it from sailing until the debt is paid.

Shipping Act - The Shipping Act is a US law that regulates oceanborne commerce. It establishes the Federal
Maritime Commission, which regulates common carriers, ocean transportation intermediaries, and other
aspects of international shipping.

Example: A common carrier violates the Shipping Act by charging unfair rates. The Federal Maritime
Commission may impose fines or take other enforcement actions.

Understanding these key terms and vocabulary is essential for anyone involved in shipping and trade
practices. They form the foundation of Admiralty Law and are critical for navigating the complex world of
international shipping and trade. By familiarizing oneself with these terms, one can better understand the
legal and commercial landscape, identify potential challenges, and develop effective strategies for success.
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