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

Freight And Demurrage

Average Clause: A provision in a charter party that determines how losses or expenses are shared among
parties when a general average event occurs. Related terms: General Average, Salvage, Cargo Interest. The
clause specifies the method of contribution, often based on cargo value or freight. Example: After a storm
forces a vessel to jettison cargo, the average clause requires the shipowner and cargo owners to
proportionally reimburse the costs of saving the ship. Practical application involves calculating each party's
share promptly to avoid disputes. Challenges include accurately assessing cargo values and ensuring all
parties understand their obligations under the clause.

Bunker Adjustment Factor: An additional charge applied to freight rates to reflect fluctuations in fuel costs.
Related terms: Freight Rate, Bunker Clause, Demurrage. The BAF is usually expressed as a percentage of the
freight and is adjusted periodically. Example: If the base freight for a bulk carrier is $15,000 per day and the
BAF is set at 8%, the adjusted freight becomes $16,200 per day. Practical application requires charterers to
monitor bunker price indices and negotiate BAF adjustments in the charter party. Challenges involve
forecasting fuel price volatility and preventing disputes over the timing and magnitude of adjustments.

Bill of Lading: A legal document issued by the carrier that serves as a receipt for cargo, evidence of the
contract of carriage, and a document of title. Related terms: Freight, Charter Party, Notice of Readiness. The
bill records details such as ship name, cargo description, weight, and freight payable. Example: A shipper
presents a bill of lading to the carrier, who issues it upon loading the cargo; the consignee later presents the
original bill to claim the goods at the destination. Practical application includes verifying the bill's terms
against the charter party to ensure freight is correctly invoiced. Challenges arise when discrepancies exist
between the cargo manifest and the bill, leading to potential delays in cargo release and disputes over
freight liability.

Charter Party: The contract between a shipowner and a charterer that outlines the terms of vessel
employment, including freight, demurrage, laytime, and responsibilities. Related terms: Time Charter,
Voyage Charter, Demurrage Clause. Charter parties can be "bareboat,” "voyage,” or “time” agreements, each
allocating risk differently. Example: In a time charter, the charterer pays a daily hire rate and is responsible
for voyage expenses, while the shipowner receives demurrage if laytime is exceeded. Practical application
requires both parties to negotiate clear clauses on freight calculation, laytime measurement, and demurrage
rates to avoid costly misunderstandings. Challenges include interpreting ambiguous language and
reconciling differing commercial expectations.

Charterer: The party that hires a vessel from the shipowner, assuming responsibility for the cargo transport
and related costs. Related terms: Shipowner, Freight, Demurrage. The charterer may be a commodity trader,
a freight forwarder, or a logistics provider. Example: A coal exporter charters a bulk carrier on a voyage
charter, agreeing to pay freight per ton of cargo delivered. Practical application involves managing the
charter party, arranging cargo loading, and monitoring laytime to minimize demurrage exposure.
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Challenges include coordinating with stevedores, handling port congestion, and ensuring accurate freight
invoicing.

Demurrage: A monetary penalty payable by the charterer to the shipowner for exceeding the agreed
laytime for loading or unloading cargo. Related terms: Laytime, Demurrage Clause, Freight. Demurrage is
usually expressed as a fixed rate per day or hour. Example: If a charter party provides 48 hours of laytime
and the loading takes 60 hours, the charterer owes demurrage for the extra 12 hours at the stipulated rate.
Practical application requires diligent monitoring of vessel readiness, accurate calculation of elapsed time,
and timely issuance of demurrage statements. Challenges include disputes over the start of laytime,
interruptions caused by weather, and the impact of port congestion on demurrage liability.

Demurrage Clause: The specific provision in a charter party that defines how demurrage is calculated, the
rate applicable, and the circumstances that trigger its payment. Related terms: Demurrage, Laytime, Notice
of Readiness. The clause may also outline “despatch” — a reward paid to the charterer for completing
loading or unloading ahead of schedule. Example: A demurrage clause stipulates a rate of $5,000 per day
for each day beyond the agreed laytime, with a despatch rate of $2,500 per day for early completion.
Practical application involves negotiating favorable rates and ensuring both parties understand the
conditions that activate demurrage or despatch. Challenges often stem from ambiguous wording regarding
"weather delays” or “port authority stoppages,” leading to litigation.

Freight: The compensation paid by the charterer to the shipowner for the transportation of cargo, typically
expressed as a rate per ton, per metric ton, or per voyage. Related terms: Freight Rate, Charter Party, Bill of
Lading. Freight may be fixed, variable, or subject to adjustments such as the Bunker Adjustment Factor.
Example: A vessel carries 30,000 tonnes of grain at a freight rate of $12 per tonne, resulting in a freight
payment of $360,000. Practical application includes calculating freight based on cargo quantity, verifying
the rate against market benchmarks, and ensuring timely invoicing. Challenges arise from fluctuating
market rates, disputes over cargo quantity, and the need to reconcile freight with additional charges like
demurrage or port fees.

Freight Forwarder: An intermediary that organizes the transportation of cargo on behalf of shippers, often
coordinating multiple carriers and handling documentation. Related terms: Freight, Bill of Lading, Cargo
Handling. Freight forwarders may negotiate freight rates, arrange charter parties, and manage customs
clearance. Example: A freight forwarder secures a time charter for a container ship to move manufactured
goods from Shanghai to Rotterdam, handling the freight payment and issuing the necessary bills of lading.
Practical application involves liaising with shipowners, charterers, and port authorities to ensure seamless
cargo movement. Challenges include managing complex logistics, mitigating demurrage risk, and
maintaining transparency in freight invoicing.

Freight Invoice: The document issued by the shipowner or its agent detailing the freight charges payable by
the charterer, often accompanied by a breakdown of related costs. Related terms: Freight, Demurrage, Bill of
Lading. The invoice must reference the charter party, cargo description, and any applicable adjustments.
Example: After delivering cargo, the shipowner issues an invoice showing freight of $360,000, demurrage of
$10,000, and a BAF of $5,000, totaling $375,000. Practical application requires accurate data entry,
verification against the charter party, and prompt submission to avoid cash-flow delays. Challenges include
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reconciling discrepancies, handling currency conversions, and addressing disputes over additional charges.

Freight Rate: The price agreed between shipowner and charterer for moving cargo, expressed per unit of
cargo weight, volume, or per voyage. Related terms: Freight, Freight Forwarder, Bunker Adjustment Factor.
Rates are influenced by market conditions, vessel type, cargo characteristics, and route. Example: A dry bulk
charter party sets a freight rate of $13 per tonne for iron ore on a South-America to Asia route. Practical
application involves benchmarking against indices such as Baltic Dry Index, negotiating clauses for rate
adjustments, and monitoring market trends. Challenges include volatility in demand, seasonal fluctuations,
and the impact of geopolitical events on pricing.

Freight Terms: The specific conditions governing the payment of freight, including timing, currency, and any
adjustments. Related terms: Freight, Freight Invoice, Demurrage Clause. Freight terms may specify “on
delivery,” "net 30 days,” or "against bill of lading.” Example: A charter party states that freight is payable
within 15 days of receipt of the original bill of lading, in US dollars. Practical application requires clear
communication of payment expectations and alignment with the charterer’'s accounting cycles. Challenges
arise when parties use different banking systems, leading to delays or exchange-rate disputes.

General Average: A principle of maritime law whereby all parties in a sea venture proportionally share the
loss resulting from a voluntary sacrifice of part of the cargo or ship to save the whole. Related terms:
Average Clause, Salvage, Cargo Interest. The principle is triggered when a shipowner, charterer, and cargo
owners agree to a joint loss. Example: To avert sinking, a vessel jettisons 500 tonnes of cargo; the loss is
distributed among all stakeholders based on cargo value. Practical application requires filing a General
Average declaration, appointing an average adjuster, and collecting contributions from each party.
Challenges include determining each party’s share, securing timely payments, and handling disputes over
the necessity of the sacrifice.

Laytime: The period agreed in a charter party during which the charterer may load or unload cargo without
incurring demurrage. Related terms: Demurrage, Laytime Calculation, Notice of Readiness. Laytime may be
expressed in days, hours, or a combination, and can be "working” or “non-working” time. Example: A charter
party provides 48 hours of laytime for loading; the vessel arrives, loads for 44 hours, and then completes the
operation 2 hours early, earning despatch. Practical application involves tracking vessel readiness,
monitoring interruptions, and accurately recording elapsed time. Challenges include disagreements over
when laytime commences, the impact of weather delays, and the need for precise documentation.

Laytime Calculation: The method used to determine the amount of laytime consumed, taking into account
working hours, interruptions, and any agreed exceptions. Related terms: Laytime, Demurrage Clause, Notice
of Readiness. Calculations often follow “the 24-hour rule” or “the 12-hour rule” depending on the charter
party. Example: Using the 24-hour rule, a vessel that arrives at 08:00 And is declared ready at 10:00 On Day 1
starts laytime at 12:00 On Day 2. Practical application requires maintaining a log of all events, such as
weather stoppages, and applying the agreed formula to compute total laytime used. Challenges include
reconciling differing interpretations of “working time” and providing evidence for any claimed interruptions.

Notice of Readiness: A formal declaration by the ship’s master or agent that the vessel is ready to
commence loading or unloading operations, satisfying a prerequisite for laytime to begin. Related terms:
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Laytime, Charter Party, Port Authority. The notice must be tendered in accordance with the charter party’s
prescribed format and timing. Example: The master sends a Notice of Readiness at 07:00 On the day of
arrival, confirming that the vessel is moored, all cargo gear is operational, and the crew is prepared for
cargo operations. Practical application demands that the notice be documented, signed, and promptly
communicated to the charterer. Challenges involve disputes over whether the vessel truly met the readiness
criteria, especially when minor defects or administrative delays occur.

Off-hire: A period during which the vessel is unavailable for service and the charterer is not required to pay
hire; often triggered by events such as breakdowns, damage, or legal restrictions. Related terms: Time
Charter, Demurrage, Redelivery. Off-hire clauses specify the circumstances and procedures for declaring
off-hire status. Example: A main engine failure forces the vessel to remain in port for repairs; the charterer
declares the vessel off-hire, suspending hire payments until the vessel is seaworthy again. Practical
application includes notifying the shipowner, providing evidence of the cause, and ensuring that off-hire
periods are not mistakenly treated as demurrage. Challenges arise from disagreements over whether a
particular event qualifies as off-hire, leading to potential financial disputes.

Port Charges: Fees levied by port authorities for services such as pilotage, towage, berth usage, and terminal
handling. Related terms: Wharfage, Demurrage, Freight. Port charges are usually payable by the charterer
unless the charter party stipulates otherwise. Example: At a major Asian port, the charterer incurs pilotage
fees of $3,000, towage of $2,500, and berth dues of $1,200 for a bulk carrier. Practical application requires
the charterer to obtain detailed invoices, verify charges against the charter party, and settle them promptly
to avoid vessel detention. Challenges include varying fee structures across ports, hidden surcharges, and the
risk of double-billing.

Redelivery: The act of returning the vessel to the shipowner at the end of a charter period, typically
accompanied by a formal statement of the vessel's condition. Related terms: Time Charter, Off-hire,
Demurrage. Redelivery may be “on the first day” or “on the last day” as defined in the charter party.
Example: After a 12-month time charter, the vessel is redelivered on 15 May, with the charterer providing a
redelivery report confirming the vessel’s operational status. Practical application involves arranging
inspections, settling any outstanding demurrage, and ensuring that the vessel is handed over without
damage. Challenges include disagreements over wear and tear, the condition of equipment, and potential
claims for additional compensation.

Stevedore: A company or individual responsible for loading, unloading, and stowing cargo at the port.
Related terms: Cargo Handling, Demurrage, Wharfage. Stevedores coordinate with the vessel’'s master and
the charterer to execute cargo operations efficiently. Example: A stevedoring firm is contracted to load
40,000 tonnes of coal onto a bulk carrier, employing cranes and conveyor belts to complete the operation
within the agreed laytime. Practical application includes negotiating rates, scheduling labor, and ensuring
compliance with safety regulations. Challenges involve labor disputes, equipment breakdowns, and the
impact of port congestion on loading speed, which can trigger demurrage.

Sundry Charges: Miscellaneous fees that may arise during a voyage, such as documentation fees, inspection
costs, or special services not covered by standard port charges. Related terms: Demurrage, Port Charges,
Freight. Sundry charges are typically the responsibility of the charterer unless otherwise agreed. Example: A
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charterer receives a sundry charge invoice for a cargo inspection fee of $1,500 incurred at the destination
port. Practical application requires careful review of invoices to determine which items are permissible under
the charter party. Challenges include identifying legitimate expenses, preventing unjustified claims, and
maintaining transparent records for audit purposes.

Time Charter: A charter arrangement where the charterer hires a vessel for a specified period, paying a daily
hire rate and assuming operational costs such as fuel, port charges, and demurrage. Related terms: Off-hire,
Demurrage Clause, Charter Party. The shipowner retains control of the vessel’s navigation, while the
charterer directs cargo operations. Example: A commodity trader secures a 24-month time charter for a
150,000-dwt tanker at a hire rate of $25,000 per day, with the charterer responsible for bunkering and
demurrage. Practical application includes monitoring daily hire payments, tracking fuel consumption, and
managing demurrage exposure. Challenges arise from market rate fluctuations, unexpected off-hire events,
and the need to balance cargo commitments with vessel availability.

Voyage Charter: A contract in which the charterer hires a vessel for a single voyage, paying freight based on
the quantity of cargo carried, with the shipowner bearing operational costs except for demurrage. Related
terms: Freight, Demurrage, Charter Party. The charterer’s risk is limited to the freight payment, while the
shipowner bears the risk of voyage expenses. Example: A grain exporter engages a voyage charter to
transport 60,000 tonnes of wheat from the United States to Europe at a freight rate of $14 per tonne.
Practical application requires accurate cargo measurement, verification of freight calculations, and vigilance
over laytime to avoid demurrage. Challenges include uncertainties in loading speed, port congestion, and
potential disputes over freight invoicing.

Weight Measurement: The process of determining the mass of cargo, often using draft surveys, cargo
scales, or electronic weighing systems, to calculate freight and verify cargo quantity. Accurate weight
measurement is essential for freight calculation and for compliance with safety regulations. Example: A draft
survey shows that a bulk carrier’s displacement increased by 30,000 tonnes after loading iron ore,
confirming the cargo quantity for freight invoicing. Practical application involves engaging a certified
surveyor, documenting the measurement method, and reconciling the result with the cargo manifest.
Challenges include variations in water density, measurement errors, and disagreements between shipowner
and charterer over the final weight.

Wharfage: A fee levied by a port authority for the use of its wharf or berth facilities, usually calculated per
ton of cargo handled. Related terms: Port Charges, Demurrage, Freight. Wharfage rates differ by cargo type
and port jurisdiction. Example: At a European port, the wharfage charge is €0.80 Per tonne of grain,
resulting in a €24,000 fee for 30,000 tonnes of cargo. Practical application requires the charterer to obtain
the applicable rate schedule, apply it correctly, and ensure payment to avoid berth denial. Challenges
include navigating changing tariff structures, handling exemptions, and reconciling wharfage with other
port fees.

Winter Clause: A provision in a charter party that allows for adjustments to freight or demurrage rates in
response to seasonal variations, such as increased fuel consumption or heightened risk during winter
months. Related terms: Freight Rate, Demurrage Clause, Bunker Adjustment Factor. The clause may specify a
fixed surcharge or a percentage increase applied during a defined period. Example: A winter clause adds a
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5% surcharge to the freight rate for voyages between November and February to compensate for higher
bunker consumption. Practical application involves monitoring the calendar, applying the surcharge
automatically, and documenting the adjustment in the freight invoice. Challenges include ensuring both
parties agree on the period definition and avoiding disputes over the calculation basis.

Yield: A performance metric indicating the amount of cargo transported per unit of time or per vessel, often
expressed as tonnes per day. Related terms: Freight, Laytime, Demurrage. Yield analysis helps charterers
evaluate the efficiency of a vessel and the profitability of a charter. Example: A bulk carrier transports
120,000 tonnes of coal over a 20-day voyage, achieving a yield of 6,000 tonnes per day. Practical application
includes tracking cargo volumes, voyage duration, and demurrage penalties to calculate net yield.
Challenges involve accounting for delays, variable loading rates, and the impact of demurrage on overall
profitability.

Surveyor: An independent professional appointed to assess cargo quantity, condition, or vessel status, often
involved in freight verification, demurrage disputes, and general average adjustments. Related terms:
Weight Measurement, General Average, Demurrage Clause. Surveyors provide impartial reports that support
invoicing and dispute resolution. Example: A charterer hires a surveyor to conduct a draft survey after
loading, confirming the cargo weight for freight calculation. Practical application includes selecting a
qualified surveyor, coordinating site access, and integrating the survey report into the freight invoice.
Challenges include ensuring the surveyor’s neutrality, managing time constraints, and addressing divergent
findings between parties.

Terminal Handling Charges: Fees charged by a terminal operator for the use of equipment, labor, and
facilities required to load or unload cargo at a container or bulk terminal. Related terms: Port Charges,
Wharfage, Demurrage. These charges are usually payable by the charterer and are itemized on the
terminal’s invoice. Example: A terminal handling charge of $12 per TEU is applied to a shipment of 1,000
TEUs, resulting in a $12,000 fee. Practical application involves reviewing the terminal invoice, confirming the
number of units handled, and reconciling the charge with the charter party. Challenges include hidden
surcharges, variations between terminals, and the need to allocate the cost correctly in freight calculations.

Weather Delay: An interruption to cargo operations caused by adverse meteorological conditions, often
exempt from laytime calculations but may affect demurrage liability. Weather delays are typically defined in
the charter party, specifying the type of weather events that qualify. Example: A storm forces a vessel to
suspend loading for 8 hours; the charter party exempts such periods from laytime, preventing demurrage.
Practical application requires documenting the weather event, obtaining meteorological reports, and
notifying the charterer of the exemption. Challenges arise when parties disagree on whether a particular
condition meets the definition of a weather delay, leading to potential demurrage claims.

Yield Management: The strategic process of optimizing freight rates and vessel deployment to maximize
revenue per voyage, often using market data and performance metrics. Related terms: Freight Rate, Yield,
Demurrage. Effective yield management balances high freight rates with efficient loading to minimize
demurrage. Example: A shipping company adjusts its freight rates upward during peak demand while
negotiating tighter laytime clauses to reduce potential demurrage costs. Practical application includes
analyzing market trends, forecasting cargo volumes, and aligning charter terms with profitability goals.
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Challenges involve anticipating market shifts, managing contractual rigidity, and ensuring that aggressive
rate strategies do not lead to increased disputes over demurrage or freight calculations.
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