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

Charter Party Formation

Charter Party is the foundational contract in maritime trade, establishing the rights and obligations of the
shipowner and charterer for the use of a vessel. Understanding the precise meaning of each term within a
charter party is essential for accurate interpretation and effective negotiation. The following exposition
presents the principal vocabulary associated with charter party formation, illustrated with practical examples
and common challenges that may arise in real‑world transactions.

Shipowner – The legal entity that holds title to the vessel and is responsible for its seaworthiness, crew,
insurance, and compliance with statutory regulations. In a typical time charter, the shipowner provides the
vessel and crew, while the charterer directs commercial operations. A challenge often encountered is the
verification of the shipowner’s authority to bind the vessel, especially when the vessel is operated through a
management company.

Charterer – The party that hires the vessel and assumes responsibility for the cargo, voyage planning, and
payment of freight or hire. Charterers may be commodity traders, freight forwarders, or oil companies. A
frequent practical issue is the determination of the charterer’s creditworthiness, which influences the
inclusion of security clauses such as a letter of guarantee.

Voyage Charter – A contract where the ship is hired for a single voyage between specified loading and
discharging ports, with freight payable per ton of cargo carried. The freight is usually expressed in U.S.
Dollars per metric ton. A common challenge in voyage charters is the calculation of freight when cargo is
partially loaded or when the vessel carries a mixed cargo.

Time Charter – A contract in which the vessel is hired for a defined period, typically expressed in months or
years. The charterer pays a daily hire rate and retains control over the vessel’s commercial employment,
while the shipowner remains responsible for crewing, fuel, and technical management. One practical
complication is the allocation of laytime and demurrage when the charterer’s instructions cause delays.

Bareboat Charter – Also known as a “demise” charter, this agreement transfers full possession and control of
the vessel to the charterer, who becomes responsible for crewing, maintenance, insurance, and operation
for the charter period. The shipowner retains title only. The principal difficulty is ensuring that the charterer
complies with statutory inspection regimes, as failure can lead to the vessel being detained.

Freight – The monetary compensation paid by the charterer to the shipowner for transporting cargo. Freight
may be expressed as a fixed sum per ton, a lump‑sum amount, or a percentage of the cargo value. In
practice, freight may be subject to adjustments for factors such as deadweight loss or cargo quality
variations. Negotiating freight clauses often involves detailed calculations to avoid disputes over
measurement errors.

Hire – The payment made by the charterer to the shipowner under a time or bareboat charter, usually
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quoted on a daily basis. Hire may be expressed in “USD per day” or “GBP per month”. A common challenge
is the treatment of partial days, holidays, and periods when the vessel is in port for repairs; charter parties
typically contain “prorata hire” provisions to address these scenarios.

Laytime – The amount of time allotted for loading and discharging cargo, measured in days or hours, as
specified in the charter party. Laytime is a critical performance metric; exceeding it triggers demurrage,
while unused laytime may result in “despatch” payments to the charterer. Calculating laytime accurately
requires careful monitoring of “weather working days” versus “weather days”, and the inclusion of “notice of
readiness” timestamps.

Demurrage – The monetary penalty imposed on the charterer for exceeding the agreed laytime. Demurrage
is usually expressed as a rate per day (or part‑day) of delay. In practice, demurrage disputes often arise from
disagreements over the start of laytime, the effect of “force majeure” events, or the interpretation of
“weather working days”. Accurate recording of cargo operations is essential to prevent costly disputes.

Despatch – A rebate paid by the shipowner to the charterer when cargo operations are completed in less
time than the allotted laytime. Despatch is the counterpart to demurrage and is typically calculated at the
same rate as demurrage but in the opposite direction. While less common than demurrage, despatch
clauses encourage efficiency and can be a negotiating point in fast‑turnaround trades.

Notice of Readiness (NOR) – A formal declaration by the shipowner that the vessel has arrived at the
loading or discharging port, is in a condition to load or discharge, and is ready to commence operations.
The timing of the NOR is crucial because laytime generally commences only after a valid NOR is tendered
and accepted. A frequent challenge is the ambiguity of “ready to load” versus “ready to discharge”,
especially when the vessel is subject to pilotage or tidal restrictions.

Weather Working Day – A day on which the vessel can conduct cargo operations under normal weather
conditions, typically excluding days when adverse weather prevents safe loading or discharging. The
definition varies between charter parties; some adopt a “weather day” concept, where any weather
condition that does not prevent operations counts as a working day. Misinterpretation can lead to disputes
over laytime calculations.

Deadweight (DWT) – The total weight a vessel can safely carry, including cargo, fuel, provisions, crew, and
ballast water. Deadweight is a key factor in determining the cargo capacity and freight rates. In charter party
formation, parties often specify a minimum deadweight that the vessel must maintain, especially for bulk
cargoes where cargo density may affect loading strategies.

Gross Tonnage (GT) – A measure of a vessel’s internal volume, used primarily for regulatory and fee
purposes rather than cargo capacity. Although GT is not directly linked to freight calculations, it appears in
charter parties when determining port fees, canal dues, and compliance with size restrictions.
Understanding the distinction between GT and DWT helps avoid confusion in cost allocations.

Ballast – The water taken on board to provide stability when the vessel is not carrying cargo. Ballast
operations are often governed by environmental regulations, such as the International Convention for the
Control and Management of Ships’ Ballast Water and Sediments (BWM Convention). Charter parties may
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include clauses requiring the charterer to pay for ballast water disposal or to adhere to ballast water
management plans, presenting operational challenges in ports with strict discharge controls.

Redelivery – The act of returning the vessel to the shipowner at the end of the charter period, in a condition
consistent with the terms of the charter party. Redelivery clauses specify the location, timing, and condition
of the vessel upon return. Practical difficulties arise when the vessel suffers damage, requires repairs, or is
delayed due to unforeseen events; parties must negotiate “redelivery notice” periods and liability for
post‑charter defects.

Off‑Hire – A period during which the vessel is not available for charter due to circumstances defined in the
charter party, such as breakdowns, repairs, or legal detentions. During off‑hire, the shipowner typically does
not receive hire payments, and the charterer is not liable for demurrage. Accurately defining off‑hire
triggers is essential to prevent disputes over lost earnings.

Pro Rata Hire – A provision that allows hire to be calculated on a fractional basis for periods shorter than a
full hire day, such as when the vessel is in port for a short duration. Pro rata hire clauses help reflect the
actual time the vessel is available for commercial use, but they must be clearly articulated to avoid
disagreements over rounding methods.

Force Majeure – A clause that relieves parties from performance obligations when events beyond their
control, such as wars, natural disasters, or governmental actions, prevent contractual performance. In
charter parties, force majeure can suspend laytime, halt demurrage accrual, or excuse non‑performance. The
practical challenge lies in proving that an event qualifies as force majeure and that reasonable steps were
taken to mitigate its effects.

General Average – A principle of maritime law whereby all parties share the costs of sacrifices made to save
the vessel and cargo during an emergency. When a general average act is declared, the charterer may be
required to contribute to the general average loss, typically through a general average bond. Understanding
the allocation of general average liabilities is vital for charterers, especially in high‑risk trades.

Hague‑Visby Rules – International rules governing the carriage of goods by sea, which outline the carrier’s
liability for loss or damage to cargo. While the rules primarily apply to bills of lading, charter parties often
reference them to define the shipowner’s liability limits. Charterers must be aware of the interaction
between the Hague‑Visby Rules and any additional limitation clauses in the charter party.

Bill of Lading (B/L) – A document issued by the shipowner or its agent that serves as a receipt for cargo,
evidence of the contract of carriage, and a document of title. In charter party formation, the terms of the B/L
may be incorporated by reference, and the charterer must ensure that the B/L reflects the agreed freight,
laytime, and liability provisions. Misalignment between the charter party and B/L can result in legal
exposure.

Cargo Manifest – A detailed list of cargo aboard the vessel, including quantities, descriptions, and consignee
information. The cargo manifest is used by port authorities, customs, and insurers. Charter parties often
require the charterer to provide accurate manifest information, and discrepancies can lead to penalties or
detentions.
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Port of Loading (POL) – The port where cargo is loaded onto the vessel. The charter party specifies the POL
to define the commencement point for laytime and freight calculations. Practical considerations include
berth availability, draft restrictions, and local regulations that may affect loading efficiency.

Port of Discharge (POD) – The port where cargo is off‑loaded from the vessel. Like the POL, the POD is
critical for determining the end point of laytime, demurrage, and freight. Challenges at the POD often
involve congestion, customs clearance delays, and weather conditions that can extend discharge time.

Berth – A designated location within a port where a vessel moors for loading or discharging. Charter parties
may specify a particular berth or a “berth of choice”, and the availability of the berth can impact laytime. In
congested ports, securing a berth may be difficult, leading to additional demurrage costs.

Draft – The vertical distance between the waterline and the bottom of the hull (keel). Draft restrictions at
ports can limit the amount of cargo a vessel can carry, especially in shallow waters. Charter parties
sometimes include “draft limitation” clauses that require the charterer to ensure cargo loading does not
cause the vessel to exceed the permissible draft.

Cargo Quantity Clause – A provision that defines how cargo quantity is measured (e.G., By weight, volume,
or count) and the acceptable tolerance levels. Accurate measurement is essential for freight calculation.
Disputes often arise when cargo density varies, leading to differences between the measured deadweight
and the contractual quantity.

Cargo Quality Clause – A clause that sets standards for the condition of the cargo (e.G., Moisture content,
purity) and outlines remedies if the cargo does not meet specifications. In bulk trades, quality clauses can
trigger freight adjustments, cargo rejection, or claims for damages.

Freight Rate Adjustment Clause – A clause that allows the freight rate to be varied in response to changes in
market conditions, fuel prices, or currency fluctuations. The adjustment may be tied to a benchmark such as
the Baltic Dry Index (BDI). Practical application requires clear mechanisms for calculating the new rate and
timelines for notification.

Hire Rate Adjustment Clause – Similar to freight rate adjustments, but applied to the hire payable under a
time or bareboat charter. Adjustments may be linked to inflation indices, fuel cost surcharges, or changes in
regulatory fees. Negotiating the frequency and method of adjustment helps both parties manage financial
risk.

Currency Clause – A provision that specifies the currency in which payments (freight, hire, demurrage) are to
be made. Common currencies include U.S. Dollars, euros, and British pounds. Currency clauses often include
provisions for exchange rate fluctuations, especially when the charter party is negotiated in one currency
but payments are made in another.

Performance Bond – A guarantee, usually issued by a bank, that ensures the charterer’s performance under
the charter party, particularly payment of freight, hire, and demurrage. The bond protects the shipowner
against default. In practice, obtaining a performance bond can be time‑consuming and may affect the
charterer’s cash flow.
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Security Deposit – An amount paid by the charterer to the shipowner as security for the performance of
obligations, such as payment of freight or damages. Security deposits are often held in escrow and released
upon satisfactory completion of the charter. The level of deposit is a point of negotiation, balancing risk and
liquidity.

Insurance Clause – A provision that outlines the insurance coverage required for the vessel, cargo, and
liabilities. Typical policies include hull and machinery (H&M) insurance, protection and indemnity (P&I)
cover, and cargo insurance. The charterer may be required to provide a certificate of insurance before the
vessel commences loading. Gaps in coverage can expose parties to significant risk.

Hull and Machinery Insurance (H&M) – Insurance that covers physical loss or damage to the vessel itself.
The shipowner usually maintains H&M insurance, but the charter party may require the charterer to
indemnify the owner for any deductible amounts. Understanding the extent of H&M coverage is crucial
when assessing the financial impact of a damage event.

Protection and Indemnity (P&I) Insurance – A form of mutual maritime liability insurance that covers
third‑party claims, such as personal injury, pollution, and cargo loss. The shipowner typically secures P&I
cover, but charter parties may allocate certain liabilities to the charterer, especially in respect of cargo
damage. Practical challenges arise when the charterer’s insurance limits are insufficient to cover potential
claims.

Pollution Liability Clause – A clause that defines the allocation of responsibility for oil spills or other
environmental damage. The clause may reference international conventions such as MARPOL and may
specify the charterer’s obligation to pay for cleanup and fines. Recent trends have seen charterers
demanding “no‑fault” pollution clauses to limit exposure.

War Risk Clause – A provision that addresses the additional risks associated with operating in war‑prone
areas. The clause may require the charterer to pay a war risk surcharge or to obtain separate war risk
insurance. The practical difficulty lies in accurately assessing the risk level and determining appropriate
surcharge rates.

Port and Canal Dues Clause – A clause that allocates responsibility for fees payable to ports, canals, and
other authorities. Typically, the charterer pays for port dues, while the shipowner pays for canal tolls, but
variations exist. Detailed knowledge of the fee structure in specific trade routes helps avoid unexpected
costs.

Laytime Calculation Clause – The method by which laytime is measured, including the definition of a “day”,
the treatment of holidays, and the handling of “weather days”. The clause may adopt the “neutral” method,
the “working day” method, or a hybrid approach. Precise drafting prevents disputes over the start and end
of laytime.

Notice of Arrival (NOA) – A notification sent by the charterer or its agent to the shipowner indicating the
vessel’s anticipated arrival at the POL. The NOA often triggers the preparation of the vessel for loading and
may be required for the issuance of a valid NOR. Failure to provide timely NOA can lead to delayed laytime
commencement.

Read online: https://certificates.HealthCareCourses.org.uk/guides/
5380015/charter-party-formation

HealthCareCourses (An LSIB brand) · 28 Jun 2026



G U I D E

Notice of Discharge (NOD) – Similar to NOA, but concerning the vessel’s arrival at the POD. The NOD
informs the shipowner of the expected discharge date, allowing coordination of port services and crew
arrangements. Accurate NOD timing is essential for demurrage management.

Dry Dock Clause – A provision that specifies the circumstances under which the vessel may be taken into
dry dock for repairs or surveys during the charter period. The clause outlines whether the charterer or
shipowner bears the cost and whether hire continues during dry docking. Negotiating dry dock rights is
particularly important for long‑term time charters.

Survey Clause – A clause that requires a surveyor to inspect the vessel’s condition before and after the
charter. Surveys may be conducted at the commencement of the charter (pre‑charter survey) and at
redelivery (post‑charter survey). The findings impact liability for damage and may affect the release of
security deposits. Practical issues include agreeing on the surveyor’s independence and the timeframe for
conducting surveys.

Damage Clause – A provision that defines the shipowner’s liability for damage to cargo or the charterer’s
liability for damage to the vessel. The clause may limit liability to a specific amount per ton of cargo or per
incident. Understanding the scope of the damage clause helps parties assess exposure and procure
appropriate insurance.

Indemnity Clause – A clause that obligates one party to compensate the other for losses arising from
specified events. Indemnity clauses are often broad, covering legal costs, penalties, and third‑party claims.
The practical challenge is ensuring that the indemnity does not contravene statutory limits or public policy.

Termination Clause – The set of conditions under which either party may terminate the charter party before
the agreed expiry date. Grounds for termination may include breach of contract, insolvency, or force
majeure. The clause typically outlines the notice period required and the financial consequences, such as
payment of outstanding hire or freight.

Suspension Clause – A provision that allows temporary suspension of the charter party’s performance due
to specified events, such as a strike, embargo, or governmental order. Suspension differs from termination
in that the contract resumes once the event ceases. Parties must carefully draft the duration and effect of
suspension to avoid unintended termination.

Contractual Penalties – Fixed sums payable for specific breaches, such as failure to provide a valid NOR
within a stipulated time. Penalties are designed to incentivize performance and compensate for losses
without the need to prove actual damages. The enforceability of contractual penalties depends on
jurisdictional rules concerning liquidated damages.

Force Majeure Event List – A detailed enumeration of events that qualify as force majeure, often including
wars, civil unrest, natural disasters, strikes, and governmental prohibitions. The list provides clarity, reducing
the likelihood of disputes over whether a particular event triggers the clause.

Governing Law – The jurisdiction whose laws will interpret and enforce the charter party. Common choices
include English law, New York law, and Singapore law. The selection influences dispute resolution
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mechanisms, the interpretation of clauses, and the enforceability of security arrangements.

Arbitration Clause – A provision that requires parties to resolve disputes through arbitration rather than
court litigation. The clause typically names the arbitration institution (e.G., London Maritime Arbitrators
Association) and sets the seat and language of arbitration. Arbitration offers speed and confidentiality, but
parties must consider the cost and the finality of arbitral awards.

Jurisdiction Clause – A clause that designates the courts that have authority over any litigation arising from
the charter party. In many maritime contracts, the jurisdiction clause is paired with an arbitration clause,
providing a fallback option if arbitration fails. Selecting a neutral jurisdiction can reduce perceived bias.

Confidentiality Clause – A provision that obligates parties to keep the terms of the charter party and related
communications private. Confidentiality is particularly important in competitive markets where freight rates
and strategic routes are sensitive information. Breach of confidentiality can lead to reputational damage
and legal liability.

Assignment Clause – A clause that governs the ability of either party to transfer its rights and obligations
under the charter party to a third party. Assignments may be permitted with consent, prohibited, or allowed
freely. In practice, charterers often assign freight contracts to brokers, while shipowners may assign vessel
ownership after sale.

Novation Clause – A mechanism for substituting one party with another, effectively creating a new contract
that replaces the original. Novation is used when a ship is sold during a time charter, allowing the new
owner to step into the charterer’s shoes. Proper documentation is essential to ensure continuity of
obligations.

Sub‑Chartering Clause – A provision that permits the charterer to sub‑charter the vessel, either wholly or
partially, to another party. Sub‑chartering can generate additional revenue but also introduces risk, as the
original charterer remains ultimately responsible for the vessel’s performance. The clause typically requires
the shipowner’s consent.

Freight Forwarder Clause – A clause that acknowledges the involvement of a freight forwarder in arranging
cargo and may allocate certain responsibilities, such as documentation, to the forwarder. The charter party
may require the forwarder to provide a guarantee for freight payment.

Performance Guarantee Clause – A clause that requires the charterer to provide a guarantee, often in the
form of a bank guarantee, to secure performance of its obligations. The guarantee may be called upon in
case of non‑payment of freight or demurrage. The practical challenge is ensuring the guarantee is
enforceable in the jurisdiction of the shipowner.

Safety Management System (SMS) Clause – A provision that obliges the shipowner to maintain an SMS in
compliance with the International Safety Management (ISM) Code. The charterer may request evidence of
the SMS, especially when operating in ports with stringent safety inspections. Failure to comply can result in
detention and delay.
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Inspection Clause – A clause that grants the charterer the right to inspect the vessel prior to loading, to
verify compliance with technical specifications, safety standards, and cargo suitability. The charterer may
also require periodic inspections during the charter period. The clause must balance the charterer’s need for
assurance with the shipowner’s operational autonomy.

Technical Management Clause – A clause that delineates responsibilities for technical maintenance, repairs,
and compliance with classification societies. In time charters, the shipowner typically retains technical
management, while the charterer may be responsible for routine maintenance that does not affect the
vessel’s seaworthiness. Clear allocation prevents disputes over who pays for unplanned repairs.

Fuel Clause – A provision that addresses the supply, cost, and quality of fuel (bunker) used during a time
charter. The clause may specify a “bunkering at the charterer’s cost” arrangement, a fixed fuel price, or a
“fuel surcharge” linked to market rates. Fuel costs are a major component of overall voyage expenses,
making accurate fuel clauses essential.

Fuel Surcharge Clause – A clause that adjusts hire or freight to reflect fluctuations in bunker fuel prices. The
surcharge is often calculated as a percentage of the base rate or as a fixed amount per ton of cargo. The
clause should define the benchmark (e.G., Platts) and the frequency of adjustment.

Ballast Water Management Clause – A clause that requires compliance with the BWM Convention,
specifying the methods for ballast water treatment and discharge. The charterer may be required to provide
a ballast water management plan or to bear the cost of treatment. Non‑compliance can lead to fines and
port entry restrictions.

Port State Control (PSC) Clause – A provision that outlines the responsibilities of the shipowner and
charterer in the event of a PSC inspection. The clause may allocate the cost of rectifying deficiencies, and it
may require the charterer to cooperate in providing documentation. PSC detentions can cause significant
delays, making proactive compliance critical.

Currency Conversion Clause – A clause that defines the method for converting payments between
currencies, often using a specific exchange rate source (e.G., Reuters) on a designated date. The clause may
also set a tolerance band to accommodate minor fluctuations. Accurate conversion clauses help avoid
disputes over payment amounts.

Interest on Late Payments Clause – A provision that imposes interest on overdue freight, hire, or demurrage
payments. The interest rate is usually expressed as an annual percentage and may be linked to a reference
rate such as LIBOR. The clause serves as a deterrent against late payment and compensates the creditor for
the time value of money.

Tax Clause – A clause that addresses the allocation of taxes, such as value‑added tax (VAT), sales tax, or
withholding tax, arising from the charter party. The clause may stipulate that the charterer bears all taxes, or
that the shipowner will gross up payments to reflect tax obligations. Understanding tax implications is vital
for accurate budgeting.

Assignment of Receivables Clause – A provision that allows the shipowner to assign its right to receive
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freight or hire to a third party, often a factoring company. The clause must ensure that the charterer is
notified and that the assignee steps into the shipowner’s shoes without altering the original obligations.

Electronic Documentation Clause – A clause that permits the use of electronic documents, such as electronic
bills of lading (e‑B/L), in place of paper originals. The clause should specify the accepted electronic
platforms and the legal validity of electronic signatures. Adoption of electronic documentation streamlines
operations but requires careful risk assessment.

Confidential Information Clause – Similar to the confidentiality clause, but specifically addresses the
protection of proprietary data, such as trade secrets, pricing models, and client lists. The clause may define
the duration of confidentiality and the remedies for breach.

Performance Metrics Clause – A clause that establishes key performance indicators (KPIs) for the charterer’s
operational responsibilities, such as on‑time loading, cargo handling efficiency, and compliance with safety
standards. Failure to meet KPIs may trigger penalties or adjustments to hire.

Compliance with International Conventions Clause – A provision that obligates both parties to adhere to
applicable international maritime conventions, such as SOLAS, MARPOL, and the International Ship and Port
Facility Security (ISPS) Code. The clause reinforces the legal framework and helps mitigate regulatory risk.

Security of Payment Clause – A clause that outlines the mechanisms for ensuring timely receipt of
payments, often incorporating escrow accounts, bank guarantees, or letters of credit. The clause may also
detail the steps to be taken in the event of non‑payment, including the right to arrest the vessel.

Arrest Clause – A clause that defines the circumstances under which a vessel may be arrested for
non‑payment of freight, hire, or demurrage. The clause typically specifies the jurisdiction, the procedure for
serving notice, and the remedies available to the aggrieved party. Arrest is a powerful enforcement tool but
can disrupt trade and damage reputations.

Release Clause – A clause that governs the conditions for releasing the vessel after an arrest, usually
requiring payment of the outstanding amount plus costs. The clause may also provide for a “bond for
release” in lieu of immediate payment. Understanding the release process is essential for both parties to
manage cash flow.

Stoppage Clause – A provision that allows the charterer to halt loading or discharging operations under
certain conditions, such as a sudden change in market price or a breach of contract by the shipowner. The
clause must define the notice period and any compensation payable for the stoppage.

Re‑Flagging Clause – A clause that permits the shipowner to change the vessel’s flag during the charter
period, often for regulatory or tax reasons. The clause may require the charterer’s consent if the new flag
impacts the vessel’s eligibility for certain ports or insurance coverage.

Port Congestion Clause – A clause that addresses the risk of delays caused by congestion at ports, which
may affect laytime and demurrage. The clause may provide for a “congestion surcharge” or allow for
extensions of laytime without penalty. Proper drafting helps manage expectations in high‑traffic routes.
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Weather Delay Clause – A provision that defines how adverse weather conditions affect laytime, demurrage,
and freight. The clause may differentiate between “weather days” (days when loading is impossible) and
“weather working days” (days when limited operations are possible). Accurate weather clauses reduce the
likelihood of disputes over delay attribution.

Force Majeure Notification Clause – A clause that requires the party invoking force majeure to provide
written notice within a specified timeframe, often 48 or 72 hours. The notice must detail the nature of the
event and its expected duration. Prompt notification is essential for preserving the protection offered by the
force majeure clause.

Dispute Resolution Clause – A comprehensive clause that sets out the steps for handling disagreements,
typically outlining negotiation, mediation, and arbitration stages. The clause may also reference specific
rules, such as the London Maritime Arbitrators Association (LMAA) Rules. Clear dispute resolution pathways
facilitate quicker settlements.

Governing Law and Jurisdiction Clause – A combined clause that identifies both the substantive law
governing the contract and the courts that have jurisdiction over any litigation. The clause may state, for
example, “This charter party shall be governed by English law and any dispute shall be submitted to the
English courts.” Aligning governing law with the parties’ expectations reduces uncertainty.

Seaworthiness Clause – A clause that obligates the shipowner to deliver a vessel that is fit for the intended
voyage, properly equipped, and compliant with statutory requirements. The charterer may retain the right
to reject the vessel if it fails to meet seaworthiness standards. Seaworthiness is a fundamental principle;
however, disputes may arise over the scope of the term, especially concerning minor defects.

Performance Warranty Clause – A clause that provides a warranty from the shipowner that the vessel will
perform in accordance with the specifications set out in the charter party. The warranty may cover speed,
fuel consumption, and cargo capacity. Breach of the warranty may give the charterer the right to claim
damages or to terminate the charter.

Speed Clause – A provision that sets a minimum speed the vessel must maintain, often expressed in knots,
and may include penalties for non‑compliance (e.G., “Slow speed penalty”). The clause may also provide for
“speed variation” allowances to account for weather and currents. Speed clauses are critical in time‑sensitive
trades where delays directly affect commercial outcomes.

Fuel Consumption Clause – A clause that specifies the expected fuel consumption rate and may include
provisions for fuel efficiency incentives. The clause may require the charterer to provide information on
cargo loading plans to enable optimal fuel planning. Discrepancies between actual and estimated
consumption can lead to disputes over additional charges.

Cargo Stowage Clause – A clause that outlines the responsibilities for proper stowage of cargo, including
adherence to segregation rules, weight distribution, and securing methods. Improper stowage can result in
cargo damage or vessel instability, leading to liability claims. The clause may assign stowage responsibility
to the charterer, the shipowner, or a third‑party stevedore.
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Stevedoring Clause – A provision that addresses the engagement of stevedores for cargo handling,
specifying who selects the stevedores, who pays for their services, and the standards they must meet. In
many charter parties, the charterer selects and pays for stevedores, while the shipowner retains the right to
approve them for safety reasons.

Port Congestion Surcharge Clause – A clause that allows the charterer to recover additional costs incurred
due to port congestion, usually expressed as a percentage of hire or freight. The clause may define a
threshold (e.G., “Congestion exceeding 48 hours”) before the surcharge becomes payable. Including such a
clause helps protect margins in congested trade lanes.

Customs Clearance Clause – A clause that delineates responsibilities for customs documentation and
clearance procedures. The charterer typically handles customs formalities for the cargo, while the shipowner
ensures the vessel complies with import/export regulations. Miscommunication in customs can cause delays
and additional demurrage.

Insurance Sub‑rogation Clause – A clause that outlines the rights of insurers to recover losses from the
liable party after paying a claim. The clause may specify that the shipowner’s P&I insurer can sub‑rog

Ate against the charterer for cargo damage. Understanding sub‑rogation rights helps parties coordinate
insurance coverage and avoid duplicate compensation.

Limitation of Liability Clause – A clause that caps the amount of damages one party can be required to pay,
often expressed as a per‑ton or per‑incident limit. The clause must comply with applicable law; for example,
English law permits limitation unless the limitation is unreasonable. Parties must negotiate limits that reflect
the risk profile of the trade.

Seaworthiness Warranty Clause – Similar to the seaworthiness clause, this warranty provides assurance that
the vessel is fit for the voyage, and it may include remedies for breach, such as repair, replacement, or
compensation. The charterer may rely on the warranty to claim damages if the vessel suffers a failure that
was not disclosed.

Berth Allocation Clause – A clause that addresses how berths are assigned, whether by the charterer, the
shipowner, or the port authority. The clause may provide for a “first‑come, first‑served” approach or a
“priority berth” arrangement. Efficient berth allocation reduces waiting time and demurrage exposure.

Weather Delay Exclusion Clause – A clause that excludes certain weather events from counting as laytime
delays, often used in trades where weather impact is predictable. The clause must be drafted carefully to
avoid unintentionally penalizing the charterer for legitimate weather‑related disruptions.

Cargo Inspection Clause – A provision that requires cargo to be inspected by a surveyor before loading,
during the voyage, and at discharge. The clause may specify the party responsible for the cost of inspection
and the standards to be applied. Accurate inspection reduces the risk of cargo disputes and claims.

Damage to Vessel Clause – A clause that defines the charterer’s liability for damage caused to the vessel,
including hull damage, machinery breakdown, and pollution. The clause may limit liability to the value of
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the vessel or to a specified amount per incident. Proper allocation of damage risk is essential for both
parties’ insurance strategies.

Damage to Cargo Clause – A counterpart to the damage to vessel clause, this provision outlines the
shipowner’s liability for cargo loss or damage, often limiting liability to a certain amount per ton. The clause
may also require the charterer to provide cargo insurance to cover any shortfall.

General Average Clause – A clause that incorporates the principle of general average into the charter party,
specifying the procedure for declaring and distributing general average expenses. The clause may require
the charterer to provide a general average bond before the vessel departs. Understanding the mechanics of
general average is crucial for financial planning.

Marine Insurance Clause – A comprehensive clause that sets out the insurance requirements for both the
vessel and the cargo, including the types of coverage, minimum limits, and the requirement for certificates
of insurance. The clause may also address the order of loss, specifying whether vessel insurance or cargo
insurance pays first.

Pollution Liability Clause – A clause that allocates responsibility for pollution incidents, often referencing the
International Convention on Civil Liability for Oil Pollution Damage (CLC). The clause may require the
charterer to indemnify the shipowner for fines, cleanup costs, and third‑party claims arising from pollution
caused by the charterer’s cargo.

Compliance with Environmental Regulations Clause – A clause that obliges both parties to adhere to
environmental statutes, such as MARPOL Annexes, and to cooperate in achieving compliance. The clause
may require the charterer to provide documentation for hazardous cargoes and to ensure proper handling
procedures.
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