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

Cargo Claims And Insurance

Actual Total Loss — The complete destruction or irretrievable loss of cargo, leaving no value for recovery.
Related terms: Total loss, partial loss. Practical application: Insurers may settle quickly when cargo is
consumed by fire. Challenge: Proving that salvage is impossible.

Aggregate Limit — The maximum amount an insurer will pay for all claims arising from a single policy period.
Related terms: policy limit, sub-limit. Example: A charterer's policy may have a $5million aggregate limit
covering multiple shipments. Challenge: Ensuring the limit is sufficient for high-value cargo.

All Risks Clause — A provision that extends coverage to any loss or damage not specifically excluded. Related
terms: open-cover, exclusions. Practical use: Cargo owners often negotiate this clause to obtain the
broadest protection. Challenge: Interpreting ambiguous exclusions that may narrow coverage.

Ante-Mortem Inspection — Examination of cargo before loading to document its condition. Related terms:
pre-loading survey, condition report. Example: A surveyor records the state of grain bags prior to stowage.
Challenge: Time pressure at busy ports may limit thoroughness.

Arbitration Clause — A contractual provision requiring disputes to be resolved by arbitration rather than
litigation. Related terms: mediation, dispute resolution. Practical application: Charter parties often contain
arbitration clauses to expedite claim settlement. Challenge: Selecting an impartial arbitrator with maritime
expertise.

Average (General Average) — A principle where all parties share the cost of a sacrifice made to save the
vessel. Related terms: particular average, salvage contribution. Example: Jettisoning cargo to lighten a ship
during a storm triggers a general average. Challenge: Determining each party’s proportionate share.

Basis of Claim — The legal and factual grounds on which a cargo claim is founded. Related terms: cause of
loss, liability. Example: A claim based on “non-compliance with the IMO Code.” Challenge: Aligning the basis
with policy wording to avoid denial.

Beneficiary Clause — Stipulates who will receive insurance proceeds. Related terms: loss payee, assignability.
Practical use: A charterer may be named as beneficiary to receive payment directly. Challenge: Ensuring the
clause complies with local insurance regulations.

Bill of Lading (B/L) — The primary document evidencing receipt of cargo, its carriage contract, and title.
Related terms: sea waybill, charter party. Example: A clean B/L indicates no apparent damage on loading.
Challenge: Discrepancies between B/L and actual condition can trigger claims.

Break Bulk Cargo — Goods that are not containerized and are loaded individually. Related terms: bulk cargo,
unitised cargo. Practical application: Break-bulk handling requires careful stowage planning. Challenge:
Higher susceptibility to damage and loss, increasing claim frequency.
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Burden of Proof — The responsibility to establish the facts supporting a claim. Related terms: evidential
standard, onus. Example: The cargo owner must prove that damage occurred before discharge. Challenge:
Gathering sufficient documentary evidence within claim time limits.

Carrier Liability — The legal responsibility of the shipowner or operator for loss or damage to cargo. Related
terms: maritime law, Hague-Visby Rules. Practical use: Carriers may limit liability to a specified amount per
package. Challenge: Navigating conflicting international conventions.

Charter Party (CP) — The contract between shipowner and charterer governing the transport of cargo.
Related terms: time charter, voyage charter. Example: A “CFR" clause in a CP defines cost and freight
responsibilities. Challenge: Interpreting ambiguous clauses that affect insurance coverage.

Claims Adjuster — Professional appointed by the insurer to investigate and settle cargo claims. Related
terms: loss adjuster, surveyor. Practical application: The adjuster assesses damage, estimates loss, and
negotiates settlement. Challenge: Maintaining independence while balancing insurer and claimant interests.

Claims Notification Period — The time limit within which a loss must be reported to the insurer. Related
terms: notice of loss, reporting deadline. Example: Many policies require notice within 14 days of discovery.
Challenge: Delayed reporting can lead to denial of the claim.

Claims Settlement — The process of agreeing on compensation for a cargo loss. Related terms: indemnity,
payout. Practical use: Settlement may be negotiated through mediation or arbitration. Challenge: Reaching
a fair amount when market values fluctuate.

Clause 13 (Exemptions) — Standard clause in many charter parties that lists events for which the carrier is not
liable. Related terms: force majeure, perils of the sea. Example: “"Act of God" or “war” may be excluded.
Challenge: Interpreting whether a specific incident falls within an exemption.

Clause 16 (Liability Limits) — Provisions that cap the carrier's financial responsibility. Related terms: limitation
of liability, tonnage limitation. Practical application: The Hague-Visby Rules set a limit of 666.67 SDR per
package. Challenge: Ensuring that limits align with the cargo’s insured value.

Co-Insurance — Arrangement where multiple insurers share the risk of a single policy. Related terms:
facultative reinsurance, proportional treaty. Example: A large bulk shipment may be co-insured by two
companies each covering 50 %. Challenge: Coordinating claim handling among co-insurers.

Collision Liability — Responsibility arising from a ship’s collision with another vessel or structure. Related
terms: general average, third-party liability. Practical use: Collision clauses in a CP allocate risk. Challenge:
Proving fault and calculating damage to cargo.

Compatibility of Cargo — The suitability of different goods to be stowed together without causing damage.
Related terms: segregation, incompatibility. Example: Chemicals that react with each other must be
separated. Challenge: Failure to segregate can trigger multiple claims.

Commaodities Clause — Provision that defines the types of cargo covered by the insurance. Related terms:
covered perils, policy scope. Practical application: A policy may exclude “perishable goods” unless
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specifically endorsed. Challenge: Ensuring the clause matches the charterer's cargo profile.

Condition Survey — Detailed inspection of cargo condition at loading or discharge. Related terms:
pre-shipment inspection, post-discharge survey. Example: A surveyor records moisture content of timber.
Challenge: Discrepancies between survey reports and actual condition can lead to disputes.

Constructive Total Loss — Situation where cargo is so damaged that repair is uneconomical, though it
remains on board. Related terms: actual total loss, salvage. Practical use: The insurer may declare
constructive total loss and pay the insured value. Challenge: Agreeing on the cost of repair versus market
value.

Contract of Affreightment (COA) — A long-term agreement to transport a specified quantity of cargo over a
period. Related terms: voyage charter, time charter. Example: A COA for 500,000 tons of grain per year.
Challenge: Allocating risk for each individual shipment under the overarching contract.

Covered Peril — Any event explicitly listed in the policy that triggers coverage. Related terms: exclusion, risk
exposure. Practical application: “Fire” and “collision” are typical covered perils. Challenge: Ambiguous
wording may lead to disputes over whether a loss is covered.

Deductible (Excess) — The amount the insured must bear before the insurer pays. Related terms: retention,
self-insurance. Example: A policy may have a $10,000 deductible per claim. Challenge: Setting a deductible
high enough to manage premiums without discouraging filing.

Deviation — Unauthorized departure from the agreed route or terms in a charter party. Related terms:
breach of contract, liability. Practical use: Deviation can void the carrier’s liability under certain conventions.
Challenge: Proving deviation and its impact on cargo loss.

Dispute Resolution Clause — Stipulates the method for resolving disagreements, such as arbitration or
litigation. Related terms: jurisdiction, governing law. Example: Many CPs refer disputes to the London
Maritime Arbitrators Association. Challenge: Selecting a forum with appropriate expertise and speed.

Damage Survey — Assessment performed after cargo has been discharged to determine loss extent. Related
terms: post-discharge inspection, loss assessment. Practical application: The survey report forms the basis of
the claim. Challenge: Access to cargo and timely completion.

Dry Docking — Period when a vessel is taken out of service for maintenance, potentially affecting cargo
schedules. Related terms: lay-time, demurrage. Example: Unexpected dry docking may cause delayed
delivery. Challenge: Allocating responsibility for resulting cargo loss.

Duty of Care — Obligation to take reasonable steps to prevent loss or damage. Related terms: negligence,
standard of care. Practical use: Carriers must handle cargo with appropriate care. Challenge: Defining
“reasonable” in varying operational contexts.

Ex Gratia Payment — Voluntary compensation offered by an insurer without admitting liability. Related terms:
settlement, goodwill. Example: A small ex gratia payment may be made for minor damage. Challenge:
Claimants may perceive it as insufficient or coercive.
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Exclusion Clause — Provision that removes coverage for certain risks or circumstances. Related terms:
limitation, covered peril. Practical use: Policies often exclude “wilful misconduct.” Challenge: Interpreting
broad exclusions that may unintentionally bar legitimate claims.

Export Credit Insurance — Coverage that protects exporters against non-payment by foreign buyers. Related
terms: political risk, commercial risk. Example: A UK exporter may obtain insurance from the Export Credit
Guarantee Department. Challenge: Aligning coverage with cargo insurance to avoid gaps.

Facultative Reinsurance — Reinsurance arranged for a single risk or a small block of risks. Related terms:
treaty reinsurance, ceding insurer. Practical application: A primary insurer may cede a high-value cargo risk
to a reinsurer. Challenge: Negotiating terms and commissions for each facultative layer.

Freight Forwarder — An intermediary that organizes the transport of cargo on behalf of shippers. Related
terms: NVOCC, logistics provider. Example: A forwarder arranges booking, documentation, and insurance.
Challenge: Liability for loss may be shared between forwarder and carrier.

General Average Bond — Security posted by the cargo interest to guarantee payment of general average
contributions. Related terms: guarantee, security. Practical use: The bond is required before cargo release.
Challenge: Calculating the bond amount accurately to avoid under- or over-security.

Gross Tonnage (GT) — A measure of a ship's overall internal volume, used to determine certain liability limits.
Related terms: deadweight tonnage, net tonnage. Example: Liability under the Hague-Visby Rules is
calculated per package, not per GT. Challenge: Converting GT limits to monetary values for high-value
cargo.

Hazardous Cargo — Goods classified as dangerous due to chemical, physical, or biological properties.
Related terms: IMDG Code, segregation. Practical application: Special stowage, handling, and insurance
endorsements are required. Challenge: Higher premiums and stricter compliance inspections.

Incoterms — International commercial terms defining responsibilities of buyers and sellers. Related terms:
FOB, CIF, DAP. Example: “CFR" places risk on the seller until the cargo passes the ship's rail. Challenge:
Aligning Incoterm risk transfer with insurance coverage timing.

Indemnity Clause — Provision requiring one party to compensate the other for losses incurred. Related
terms: hold-harmless, reimbursement. Practical use: Charterers often seek indemnity for damages caused by
their cargo. Challenge: Drafting language that is enforceable across jurisdictions.

Infringement of Contract — Breach of the agreed terms leading to liability. Related terms: breach, default.
Example: Failure to load cargo as per schedule may constitute infringement. Challenge: Proving causation
between breach and cargo loss.

Inspection Certificate — Document confirming that cargo has been inspected and meets specified standards.
Related terms: quality certificate, pre-shipment inspection. Practical use: Buyers may demand an inspection
certificate before payment. Challenge: Discrepancies between certificate and actual condition can trigger
claims.
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International Maritime Organization (IMO) — United Nations agency responsible for setting global shipping
standards. Related terms: SOLAS, MARPOL. Example: The IMO's “International Convention on the Safety of
Life at Sea” influences cargo safety requirements. Challenge: Staying compliant with evolving IMO
regulations.

Landlord Insurance — Coverage for owners of port facilities and warehouses. Related terms: property
insurance, liability. Practical application: Protects against fire, theft, and damage to stored cargo. Challenge:
Coordinating with marine insurers to avoid duplicate coverage.

Letter of Credit (LC) — Bank document guaranteeing payment to the seller upon presentation of compliant
documents. Related terms: documentary credit, standby LC. Example: An LC may require a clean B/L as a
condition of payment. Challenge: Mismatched documents can delay payment and increase claim exposure.

Liability Waiver — Document whereby a party relinquishes certain legal rights. Related terms: release,
exoneration. Practical use: A port may ask a cargo owner to sign a waiver before loading. Challenge:
Enforceability varies by jurisdiction and may not cover negligent acts.

Loss Payee — The entity entitled to receive insurance proceeds. Related terms: beneficiary, assignability.
Example: A charterer may be named as loss payee to streamline settlement. Challenge: Ensuring the loss
payee has a valid interest under the policy.

Marine Cargo Insurance — Policy covering loss or damage to goods while in transit by sea. Related terms:
hull insurance, freight insurance. Practical application: Provides financial protection from perils such as
piracy or storm. Challenge: Aligning policy terms with the specific voyage charter party.

Marine Insurance Act 1906 — Foundational UK legislation governing marine insurance contracts. Related
terms: doctrine of utmost good faith, insurable interest. Example: The Act imposes a duty of disclosure on
the insured. Challenge: Interpreting historic provisions in modern shipping contexts.

Marine Policy — The written contract between insurer and insured detailing coverage. Related terms:
schedule, endorsement. Practical use: Specifies covered perils, limits, and conditions. Challenge: Ensuring
the policy accurately reflects the charter party’s risk allocation.

Mass Failure — Simultaneous loss of multiple cargo items due to a common cause. Related terms: systemic
risk, aggregate loss. Example: A fire in a container yard causing loss of several containers. Challenge:
Assessing whether the aggregate limit is sufficient.

Mitigation Measures — Actions taken to reduce the severity of a loss. Related terms: loss prevention, risk
management. Practical application: Employing temperature monitoring for perishable goods. Challenge:
Proving that mitigation steps were reasonable and effective.

Nomination Clause — Allows the insured to name a particular insurer after a loss occurs. Related terms:
facultative clause, insurer selection. Example: A charterer may nominate a preferred insurer once a claim is
known. Challenge: Timing and compliance with policy provisions.

Notice of Loss — Formal communication to the insurer informing them of a potential claim. Related terms:
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claim notification, reporting. Practical use: Must include details of the incident, cargo description, and
damage extent. Challenge: Meeting strict time limits to avoid denial.

Non-Covered Peril — Event or circumstance expressly excluded from the insurance contract. Related terms:
exclusion, uncovered risk. Example: “Wear and tear” is commonly a non-covered peril. Challenge:
Distinguishing between normal deterioration and damage caused by an insured peril.

Off-Hire Clause — Provision that suspends hire payments when the vessel is unavailable for service. Practical
application: If a vessel is in dry dock, the charterer may not owe hire. Challenge: Interpreting when off-hire
conditions apply to cargo loss.

On-Board Receipt (OBR) — Document confirming that cargo has been loaded onto the vessel. Related terms:
cargo manifest, B/L. Example: An OBR may be required for customs clearance. Challenge: Discrepancies
between OBR and B/L can complicate claim substantiation.

Open Cover — Insurance arrangement that covers multiple shipments without requiring separate policies for
each. Related terms: blanket policy, continuous coverage. Practical use: A shipowner may retain an open
cover for all voyages in a year. Challenge: Tracking each shipment's exposure to ensure limits are not
exceeded.

Overriding Clause — Provision that supersedes other contractual terms in specific circumstances. Related
terms: priority clause, hierarchy. Example: An overriding clause may dictate that insurance provisions prevail
over charter party clauses. Challenge: Interpreting conflicts between documents.

Particular Average — Loss or damage to a specific cargo item, not shared among all parties. Related terms:
general average, partial loss. Practical application: A broken container is a particular average. Challenge:
Determining whether a loss qualifies as particular versus general average.

Partial Loss — Damage that does not destroy the cargo entirely but reduces its value. Related terms:
particular average, constructive total loss. Example: Water ingress causing 30 % damage to a shipment.
Challenge: Calculating the indemnifiable amount after depreciation.

Policy Endorsement — Amendment modifying the original terms of an insurance contract. Related terms:
rider, amendment. Practical use: Adding coverage for “war risk” via an endorsement. Challenge: Ensuring
endorsements are properly attached and acknowledged by all parties.

Policy Period — The time span during which coverage is effective. Related terms: inception date, expiry date.
Example: A 12-month cargo policy covering all shipments within that year. Challenge: Aligning policy period
with the charterer’s shipping schedule.

Port State Control (PSC) — Authority that inspects foreign vessels for compliance with international
regulations. Related terms: flag state, inspection. Practical application: PSC may detain a ship for unsafe
cargo handling. Challenge: Detention can cause delays and potential cargo loss.

Pro Rata Allocation — Method of distributing loss among multiple claimants based on their share of the total
exposure. Related terms: apportionment, equitable distribution. Example: After a fire, insurers pay each
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cargo owner proportionally to the value of their goods. Challenge: Accurately assessing each party’s
proportion.

Proof of Loss — Documentary evidence required to substantiate a claim. Related terms: claim dossier,
supporting documents. Practical use: Includes B/L, survey reports, invoices, and photographs. Challenge:
Assembling comprehensive proof within tight deadlines.

Qualified Cargo — Goods that meet specific standards for transport, such as temperature-controlled items.
Related terms: cold chain, specialized cargo. Example: Pharmaceuticals requiring a cold-chain certificate.
Challenge: Ensuring that insurance covers the strict handling conditions required.

Reinsurance Treaty — Contract in which an insurer cedes a block of risks to a reinsurer. Related terms:
facultative reinsurance, risk pool. Practical application: A marine insurer may enter a treaty covering all bulk
carrier risks up to a set limit. Challenge: Treaty terms may restrict claim handling flexibility.

Release Letter — Document confirming that a cargo interest has been discharged from liability. Related
terms: indemnity release, waiver. Example: After settlement, the insurer issues a release letter to the
claimant. Challenge: Ensuring the release does not waive rights to future related claims.

Reliance Clause — Provision stating that parties may rely on certain documents or statements. Related terms:
representation, warranty. Practical use: A charterer may rely on a surveyor’s report. Challenge: If the
relied-upon information is inaccurate, liability may arise.

Replacement Cost — The amount required to replace damaged cargo with new goods of like kind and
quality. Related terms: market value, actual cash value. Example: Insurance may be settled on a replacement
cost basis for perishable items. Challenge: Determining current market rates for fast-moving commodities.

Retention — The portion of loss the insured agrees to bear before insurance responds. Related terms:
deductible, self-insurance. Practical application: A high retention can lower premium costs. Challenge:
Setting a retention level that does not expose the insured to excessive risk.

Risk of Loss — The point at which responsibility for cargo passes from one party to another. Related terms:
transfer of risk, Incoterms. Example: Under "CIF,” risk transfers when the goods cross the ship’s rail.
Challenge: Mismatches between contractual risk transfer and insurance coverage timing.

Salvage Agreement — Contract that determines the remuneration for salvors who rescue a vessel or cargo.
Related terms: salvage award, reward. Practical use: Salvage agreements often include clauses on cargo
protection. Challenge: Negotiating fair compensation while preserving cargo insurers’ interests.

Seaworthiness — The condition of a vessel being fit for the intended voyage. Related terms: fitness, due
diligence. Example: An unseaworthy ship may be held liable for cargo damage. Challenge: Proving lack of
seaworthiness can be complex and fact-intensive.

Security Deposit — Money or guarantee held to ensure performance of obligations, such as payment of
general average. Related terms: bond, guarantee. Practical application: Cargo owners may be required to
post a security deposit before cargo release. Challenge: Calculating the appropriate deposit amount.
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Segregation — The practice of keeping incompatible cargoes apart to avoid contamination or damage.
Related terms: incompatibility, stowage plan. Example: Chemicals classified as “Class 3" must be segregated
from “Class 6" goods. Challenge: Failure to segregate can lead to multiple claims and regulatory penalties.

Shipowner’s Liability Insurance — Policy that protects the shipowner against claims arising from cargo loss,
pollution, and crew injury. Related terms: P&I Club, hull insurance. Practical use: P&I clubs provide collective
coverage for shipowners. Challenge: Ensuring coverage limits align with international liability conventions.

Sindicato de Transportes Maritimos — Example of a regional maritime transport union that may influence
cargo handling standards. Related terms: labor agreements, collective bargaining. Practical application:
Union rules can affect loading practices. Challenge: Reconciling union requirements with insurance
conditions.

Special Average — Loss incurred as a result of a voluntary sacrifice made for the common safety, similar to
general average but limited to the sacrificing party. Related terms: particular average, general average.
Example: Jettisoning a piece of equipment to prevent sinking. Challenge: Allocating the cost among parties.

Stowage Plan — Detailed layout indicating where each cargo unit will be placed aboard the vessel. Related
terms: loading plan, cargo space allocation. Practical use: A well-prepared stowage plan reduces the risk of
damage. Challenge: Last-minute changes can disrupt the plan and increase claim exposure.

Sub-Limit — A secondary cap on coverage for a specific type of loss within the overall policy limit. Related
terms: aggregate limit, per-risk limit. Example: A policy may have a $1 million sub-limit for “theft.” Challenge:
Ensuring sub-limits are not inadvertently exceeded.

Surety Bond — Guarantee issued by a third party that a contractual obligation will be fulfilled. Practical
application: A surety bond may be required for a charterer’s performance. Challenge: Claims against the
bond can be contested if the underlying contract is ambiguous.

Surplus Lines Insurance — Coverage provided by insurers not licensed in the jurisdiction of the risk but
authorized to write on a surplus lines basis. Related terms: non-admitted carrier, excess line. Example: A UK
charterer may use a surplus lines insurer for a high-risk cargo. Challenge: Regulatory compliance and tax
implications.

Third-Party Liability — Responsibility for loss or damage caused to another party's property or person.
Related terms: indemnity, P&I coverage. Practical use: P&I clubs typically cover third-party cargo claims.
Challenge: Distinguishing between third-party and direct liability under the charter party.

Time Charter — Agreement where the charterer hires a vessel for a specified period, assuming operational
control. Related terms: voyage charter, bareboat charter. Example: A 12-month time charter may include a
cargo insurance clause. Challenge: Allocating risk for cargo loss during the charter period.

Title Transfer — The legal conveyance of ownership rights from seller to buyer. Related terms: assignment,
bill of lading. Practical application: Title often transfers upon presentation of a clean B/L. Challenge:
Disputes arise when the B/L does not reflect the actual condition of the cargo.
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Transit Risk — The exposure to loss or damage while cargo is in motion. Related terms: voyage risk, perils of
the sea. Example: Storms, piracy, and collision are common transit risks. Challenge: Accurately pricing transit
risk in insurance premiumes.

Underinsurance — Situation where the insured value of cargo is lower than its actual market value. Related
terms: valuation, coverage gap. Practical consequence: Claims may be reduced proportionally (average
clause). Challenge: Preventing underinsurance through proper appraisal and regular updates.

Unseaworthy Vessel — A ship that fails to meet the standards required for safe navigation. Related terms:
unfit, breach of warranty. Example: Inadequate fire suppression systems can render a vessel unseaworthy.
Challenge: Proving unseaworthiness to shift liability to the carrier.

War Risk Insurance — Coverage for loss or damage caused by war, civil unrest, or terrorism. Related terms:
political risk, force majeure. Practical use: Often added as an endorsement to a marine cargo policy.
Challenge: Defining the geographic scope and triggering events.

Weather Routing — Service that provides optimal voyage plans based on weather forecasts. Related terms:
route planning, meteorological advice. Example: Employing weather routing can reduce exposure to storms.
Challenge: Reliance on routing advice may affect liability if a loss occurs.

White Card — Document issued by a port authority certifying that a vessel complies with safety and security
requirements. Related terms: port clearance, compliance certificate. Practical use: Required before a ship can
enter certain ports. Challenge: Failure to obtain a white card can delay loading and increase exposure.

Yield Clause — Provision that determines the amount of cargo that must be delivered to satisfy contractual
obligations. Related terms: performance metric, delivery quantity. Example: A yield clause may require 95%
of the contracted volume to be delivered. Challenge: Interpreting shortfalls due to loss versus operational
variance.
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