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Professional Certificate in Insurance Law and Maritime

Carriage of Goods by Sea

Bill of Lading is the cornerstone document in the carriage of goods by sea. It serves three essential
functions: A receipt for the cargo, evidence of the contract of carriage, and a document of title that may be
transferred to third parties. For example, when a exporter in Shanghai loads a container of electronic
components onto a vessel, the shipowner issues a bill of lading that the exporter can endorse to a bank to
obtain financing. The bank, in turn, may present the endorsed bill of lading to claim the goods upon arrival
in Rotterdam. The dual nature of the bill of lading—both contractual and proprietary—creates challenges
when disputes arise over ownership, especially in cases of theft or loss during transit.

Charter Party is a written agreement in which a shipowner rents out a vessel, or a part of it, to a charterer for
a specified period or voyage. There are three principal types: A voyage charter, a time charter, and a
bareboat charter. In a voyage charter, the shipowner agrees to transport a specific cargo from one port to
another for a predetermined freight rate, while the charterer retains responsibility for loading and
unloading. A time charter gives the charterer control over the vessel’s employment for a set number of
days, with the shipowner remaining responsible for crew and vessel maintenance. In a bareboat charter, the
charterer assumes full control of the vessel, including crewing and management, essentially acting as the
owner for the charter period. The allocation of risk and liability differs markedly among these forms, and
understanding the nuances is vital for insurers assessing exposure.

Carrier denotes the party who undertakes the transportation of goods by sea, whether a shipowner, a liner
operator, or a freight forwarder acting as an intermediary. The carrier’s obligations are primarily set out in
the bill of lading and the applicable international conventions. Under the Hague-Visby Rules, the carrier is
liable for loss or damage to cargo unless it can prove that the loss resulted from an excepted cause, such as
an act of God, inherent defect in the goods, or the negligence of the shipper. The carrier’s duty of care
includes proper stowage, ventilation, and handling of cargo, and failure to meet these standards can trigger
liability for both the carrier and its insurers.

Shipper is the party who consigns the goods to the carrier for transport. The shipper may be the
manufacturer, a trader, or an exporter. The shipper’s responsibilities include providing accurate descriptions
of the cargo, ensuring that the goods are properly packed, and declaring any hazardous materials in
accordance with the International Maritime Dangerous Goods (IMDG) Code. Inaccurate declarations can
lead to dangerous incidents at sea and may void insurance coverage, creating exposure for both the shipper
and the carrier.

Consignee is the person or entity named in the bill of lading who is entitled to receive the cargo upon
arrival. The consignee may be the ultimate buyer, a warehouse operator, or a customs broker. The
consignee’s role includes presenting the original bill of lading, paying any applicable duties, and taking
delivery of the cargo. In cases where the consignee is not the original party to the contract of carriage, the
concept of privity of contract becomes important, as it determines whether the consignee can enforce the
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carrier’s obligations directly.

Freight refers to the monetary consideration paid by the shipper or charterer to the carrier for the transport
of goods. Freight may be calculated on a per-weight basis, per-volume basis, or as a lump sum for a specific
voyage. In a time charter, freight is expressed as a daily hire rate. The payment of freight is often secured by
the bill of lading, which may be presented to the carrier’s bank for collection. Non‑payment of freight can
lead to the carrier exercising a lien over the cargo, a right that is recognized under most national laws and
international conventions.

Demurrage is a charge levied by the carrier when the cargo remains on the vessel beyond the agreed
laytime, typically due to delays caused by the consignee or the port authority. Demurrage compensates the
carrier for the loss of productive use of the vessel. For instance, if a container remains on a ship in Lagos
beyond the allowed 48‑hour window because customs clearance is delayed, the carrier may invoice
demurrage at a rate of $2,500 per day. The calculation of demurrage often involves complex negotiations,
especially when multiple parties share responsibility for the delay.

Detention is similar to demurrage but applies when the cargo is taken off the vessel and held at a terminal
or warehouse beyond the free period. Detention charges compensate the terminal operator for the space
occupied by the cargo. In practice, demurrage and detention are frequently bundled together in contractual
clauses, and insurers may provide coverage for disputes arising from these charges.

Laytime denotes the period allowed for loading or unloading cargo without incurring demurrage. Laytime is
usually expressed in terms of hours or days and is stipulated in the charter party. For a time charter, the
charterer may be granted a certain amount of laytime for loading, after which demurrage accrues. Precise
measurement of laytime requires accurate record‑keeping, and disputes often arise over the interpretation
of “weather working days” versus “calendar days,” or over the inclusion of “port holidays” in the calculation.

General Average is a principle of maritime law whereby all parties with an interest in a sea venture
proportionally share the loss resulting from a sacrifice made for the common safety. If a shipowner jettisons
cargo to lighten the vessel during a storm, the loss is not borne solely by the cargo owners whose goods
were discarded; instead, each party contributes to the cost in proportion to the value of their remaining
cargo. The declaration of general average triggers a complex adjusting process, typically administered by a
professional average adjuster, who determines each party’s contribution. Insurers may provide a general
average clause in the policy, covering the insured’s share of the contribution.

Particular Average refers to partial loss or damage to cargo that is not attributable to a general average act.
It may arise from perils such as seawater ingress, mishandling, or pilferage. The carrier’s liability for
particular average is governed by the applicable convention, and the carrier may be exempt if it can prove
the loss resulted from an excepted cause. For example, a cargo of grain that becomes water‑damaged due
to a hull breach caused by a rogue wave may be considered particular average, and the carrier’s liability
may be limited to a monetary cap specified in the bill of lading.

Salvage is the compensation payable to a salvager for successfully rescuing a vessel, cargo, or other
maritime property from danger. Salvage awards are determined on the basis of the value of the property
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saved, the degree of risk involved, and the skill demonstrated by the salvors. A classic example is the rescue
of a stranded container ship in the Strait of Malacca, where a salvage firm employed tugs and specialized
equipment to refloat the vessel. The resulting salvage award may be shared among the shipowner, cargo
owners, and insurers, depending on the contractual arrangements.

Marine Insurance provides coverage for loss or damage to ships, cargo, and related liabilities. The most
common forms are hull insurance, covering the vessel itself; cargo insurance, covering the goods in transit;
and protection and indemnity (P&I) insurance, covering third‑party liabilities such as personal injury,
pollution, and collision. Insurers assess risk based on the vessel’s age, classification, trade route, and cargo
type. For example, a vessel engaged in the transportation of hazardous chemicals may attract higher
premium rates and stricter underwriting conditions due to the elevated risk of pollution.

Hull Insurance protects the shipowner against physical loss or damage to the hull and machinery of a vessel.
Coverage typically includes perils such as collision, grounding, fire, and sinking, as well as “all risks” clauses
that extend protection to other events. Deductibles, policy limits, and exclusions are negotiated based on
the vessel’s construction, trade, and previous loss history. A hull policy may also contain a “war risk”
endorsement, which provides additional protection against damage caused by hostilities, piracy, or
terrorism.

Protection and Indemnity (P&I) Insurance is a mutual insurance arrangement that covers shipowners and
operators against third‑party liabilities not covered by hull policies. P&I clubs provide coverage for claims
arising from personal injury to crew or passengers, cargo loss, pollution, and legal expenses. The nature of
P&I insurance is collective; members contribute to a pool that funds the settlement of claims. For instance,
when a vessel causes an oil spill, the P&I club may finance the cleanup costs, fines, and compensation to
affected parties, subject to the club’s rules and the insured’s compliance with safety standards.

War Risks encompass damage resulting from acts of war, civil unrest, terrorism, and piracy. War risk
coverage is often purchased as a separate endorsement to hull or cargo policies, due to the high volatility
and potential for large losses. Insurers may impose geographic restrictions, such as excluding high‑risk
areas like the Gulf of Aden, unless the policyholder pays an additional premium. The recent increase in
piracy off the coast of West Africa has prompted many insurers to require vessels to adopt Best
Management Practices (BMP) and to maintain armed security on board to qualify for war risk coverage.

Freight Forwarder is an intermediary who arranges the transportation of goods on behalf of the shipper.
The forwarder may consolidate shipments, negotiate freight rates, and handle documentation such as the
bill of lading and customs paperwork. While the forwarder does not assume the risk of loss, it may provide a
limited liability for negligent handling of cargo. In practice, forwarders often act as agents for carriers, and
the contractual relationship between the forwarder, shipper, and carrier must be clearly defined to avoid
overlapping liabilities.

Port State Control is the authority exercised by a coastal state to inspect foreign ships in its ports for
compliance with international conventions, such as SOLAS (Safety of Life at Sea) and MARPOL (Marine
Pollution). Port State Control inspections may uncover deficiencies in safety equipment, pollution prevention
systems, or crew qualifications. If a vessel is found non‑compliant, the port authority may detain the ship,
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impose fines, or require remedial actions before release. The presence of robust port state control regimes
influences insurers’ underwriting decisions, as non‑compliance can increase the probability of accidents and
subsequent claims.

International Convention for the Safety of Life at Sea (SOLAS) is the principal treaty governing maritime
safety. It sets standards for ship construction, fire protection, life‑saving appliances, and navigation
equipment. Compliance with SOLAS is mandatory for vessels engaged in international trade, and failure to
meet its provisions can result in denial of entry into ports, increased insurance premiums, or loss of
coverage. For example, a vessel lacking an operational fire detection system may be deemed unseaworthy
under SOLAS, leading to a suspension of its insurance coverage until corrective measures are taken.

International Convention for the Prevention of Pollution from Ships (MARPOL) establishes regulations to
prevent marine pollution by oil, chemicals, and garbage. MARPOL Annexes prescribe technical standards for
oil discharge monitoring, ballast water treatment, and waste management. Non‑compliance can trigger
severe penalties, environmental liability, and exclusion of coverage under P&I policies. A notable case
involved a tanker that illegally discharged oil in the Persian Gulf, resulting in a multimillion‑dollar cleanup
liability that was partially covered by its P&I insurer, subject to the policy’s pollution exclusion.

Hague-Visby Rules are the most widely adopted set of rules governing the contract of carriage of goods by
sea. They impose a minimum liability on carriers, limit the amount of compensation for loss or damage, and
define the carrier’s duties regarding cargo care. The Hague-Visby Rules also introduce the concept of
“deviation,” whereby a carrier’s departure from the agreed route without justification can void the carrier’s
defenses and increase liability. For example, if a vessel diverts to a port not listed in the charter party to pick
up additional cargo, the carrier may lose the benefit of the limitation of liability for any subsequent cargo
damage.

Rotterdam Rules represent an effort to modernize the legal framework for electronic documentation and
multimodal transport. Although not yet universally ratified, the Rotterdam Rules expand carrier liability,
introduce provisions for electronic transport records, and address issues such as cargo damage caused by
inadequate stowage. The rules also establish a “carrier’s duty of care” standard that is broader than under
the Hague‑Visby regime, potentially increasing exposure for carriers and their insurers. Early adopters of the
Rotterdam Rules must consider the impact on policy wording, particularly regarding the definition of
“carrier” and the scope of liability.

Deviation occurs when a carrier departs from the agreed route or makes an unauthorized stop, thereby
breaching the contract of carriage. Deviation can be classified as either “justified” or “unjustified.” A justified
deviation may be permitted under the contract for reasons such as emergency rescue or compliance with a
governmental order. An unjustified deviation, however, can result in the carrier losing the benefit of any
limitation of liability clauses and becoming fully liable for loss or damage. Courts often examine the carrier’s
motive, the timing, and the impact on the cargo to determine whether deviation was justified.

Seaworthiness is a fundamental requirement for vessels undertaking a voyage. A ship is seaworthy if it is fit
for the intended voyage, properly manned, equipped, and maintained. The duty of seaworthiness rests with
the carrier, and failure to provide a seaworthy vessel can give rise to liability for loss or damage, irrespective
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of contractual limitations. For instance, a vessel with a faulty steering gear that leads to a collision may be
deemed unseaworthy, and the carrier may be held liable for cargo loss even if the bill of lading includes a
limitation clause.

Negligence is a breach of the standard of care owed by one party to another. In maritime law, negligence
may arise from improper loading, inadequate stowage, failure to secure dangerous goods, or insufficient
maintenance of equipment. The carrier’s negligence is a key factor in determining liability under the
Hague‑Visby Rules, where the carrier must prove that loss was caused by a “excepted cause” to escape
liability. Insurers assess the risk of negligence claims by reviewing the carrier’s operational procedures, crew
training programs, and compliance history.

Limitation of Liability is a contractual provision that caps the amount a carrier must pay for loss or damage
to cargo. Under the Hague‑Visby Rules, the limitation is expressed as a fixed sum per package or per
kilogram, adjusted periodically for inflation. The purpose of limitation is to provide certainty and to
encourage the growth of maritime trade by limiting exposure. However, limitation may be overridden in
cases of willful misconduct, gross negligence, or where the carrier has committed an unjustified deviation.
Policyholders must ensure that their insurance limits are aligned with the contractual limitation to avoid
gaps in coverage.

Freight Forwarder’s Liability is limited by the Carriage of Goods by Sea Act (COGSA) in the United States,
which caps liability at $500 per package unless the nature and value of the goods have been declared by
the shipper. This statutory cap applies unless the forwarder has expressly assumed greater liability in a
separate contract. In practice, forwarders often negotiate “full‑value” clauses with shippers to avoid the
statutory limitation and to reflect the true commercial value of the cargo.

Marine Claims encompass a broad spectrum of disputes, ranging from cargo loss, hull damage, personal
injury, to pollution liability. The claims process typically involves notification of the loss, documentation of
the event, submission of a claim to the insurer, and negotiation or arbitration. Prompt reporting is essential,
as many policies contain notice‑of‑loss provisions that require the insured to inform the insurer within a
specified period, often 30 days. Failure to comply may result in denial of the claim.

Average Adjuster is a specialist appointed to calculate the contributions of each party in a general average
situation. The adjuster evaluates the value of the saved property, the cost of the sacrifice, and the
proportionate share of each cargo interest. The adjuster’s report forms the basis for the allocation of the
average loss, and insurers rely on this report to determine the amount payable under the policy. The
process can be complex, especially when cargo values are disputed or when multiple jurisdictions are
involved.

Incoterms are standardized trade terms published by the International Chamber of Commerce that define
the responsibilities of buyers and sellers in international transactions. Relevant Incoterms for sea carriage
include FOB (Free on Board), CIF (Cost, Insurance, and Freight), and CFR (Cost and Freight). Under FOB, the
seller delivers the goods on board the vessel and the risk passes to the buyer once the goods have crossed
the ship’s rail. Under CIF, the seller also contracts for insurance, which influences the buyer’s reliance on the
seller’s insurance arrangements. Understanding Incoterms is crucial for determining who bears the risk of
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loss at each stage of the transport chain.

Bill of Lading Types include the “clean” bill of lading, the “claused” or “foul” bill of lading, and the
“on‑board” bill of lading. A clean bill of lading certifies that the cargo was received in apparent good order
and condition, whereas a claused bill notes any apparent defects or irregularities. The type of bill influences
the level of protection provided to the holder; a clean bill typically facilitates easier financing and smoother
customs clearance. However, a claused bill may protect the carrier from later claims by documenting the
condition of the cargo at receipt.

Electronic Bill of Lading (e‑B/L) is an emerging technology that replaces the traditional paper document
with a digital format. The e‑B/L offers advantages such as faster transmission, reduced risk of loss or
forgery, and improved traceability. Nevertheless, challenges remain concerning legal recognition, data
security, and the need for interoperable platforms among carriers, banks, and customs authorities. Some
jurisdictions have enacted legislation to grant e‑B/Ls the same legal effect as traditional bills, but global
uniformity is still evolving.

Charter Party Clauses often contain “laytime” and “demurrage” provisions, “off‑hire” clauses, “force majeure”
clauses, and “notice” clauses. An off‑hire clause defines circumstances under which the vessel is considered
not in service for the purpose of calculating hire, such as when the vessel is undergoing repairs or is idle
due to weather conditions. The force majeure clause excuses performance when events beyond the parties’
control, such as war or natural disasters, prevent the vessel from operating. Understanding these clauses is
essential for risk managers who must anticipate potential interruptions and allocate insurance coverage
accordingly.

Force Majeure is a contractual provision that relieves parties from liability when an extraordinary event
prevents performance. In maritime contracts, force majeure events may include war, piracy, strikes, or severe
weather. The clause typically requires the affected party to notify the other party promptly and to mitigate
the impact where possible. Insurers may offer “force majeure” extensions to a policy’s coverage period or
may provide separate “event‑risk” coverage for losses arising from such events.

Marine Cargo Insurance can be structured as “all‑risk” coverage, “named perils” coverage, or “free‑of‑claim”
coverage. All‑risk policies cover loss or damage from any cause except those expressly excluded, such as
war or nuclear risks. Named perils policies limit coverage to specific risks listed in the policy, such as fire,
collision, or grounding. Free‑of‑claim coverage provides a deductible or excess amount that the insured
must bear before the insurer pays. The choice of coverage depends on the cargo’s value, the route’s risk
profile, and the insured’s tolerance for deductible exposure.

Insurable Interest is the legal requirement that a person must stand to suffer a financial loss from the
damage or loss of the insured property. In the context of sea carriage, the shipowner has an insurable
interest in the hull, the cargo owner in the goods, and the freight payer in the loss of freight revenue.
Insurable interest must exist at the time of loss; otherwise, a claim may be denied. For example, a bank that
holds a lien on cargo may have an insurable interest if it stands to lose the collateral’s value upon damage.

Subrogation is the right of an insurer to step into the shoes of the insured after paying a claim, to pursue
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recovery from a third party responsible for the loss. In maritime contexts, an insurer may subrogate against
the carrier, the shipper, or a third‑party salvager. Subrogation helps prevent double compensation and
allows the insurer to recover costs from the responsible party. The insured must cooperate with the insurer’s
subrogation efforts, providing documentation and testimony as needed.

Marine Liability Insurance is a broad category that includes P&I coverage, as well as specific policies for
pollution, collision, and crew injury. The “collision liability” component covers damage to other vessels or
property caused by the insured vessel. Pollution liability, often referred to as “Oil Pollution Legal
Liability” (OPLL), covers clean‑up costs, fines, and third‑party damages arising from oil spills. Crew injury
coverage, sometimes called “Seafarer’s Injury” or “Hull and Machinery” coverage, addresses medical
expenses and compensation for crew members injured on the job.

Pollution Exclusion is a common clause in marine cargo policies that exempts coverage for loss caused by
environmental contamination. The exclusion typically applies to losses resulting from oil spills, chemical
leaks, or other forms of pollution. However, many insurers offer a “pollution rider” that can be added to the
policy for an additional premium, providing coverage for such events. The rider may include limits for
clean‑up costs, third‑party claims, and fines imposed by authorities.

Hull and Machinery (H&M) Insurance is a policy that protects the shipowner against physical loss or
damage to the vessel and its equipment. The H&M policy may be supplemented by “war risk” and “strikes,
riots, and civil commotions” (SRCC) extensions. The policy’s scope often includes damage caused by
grounding, collision, fire, explosion, and even certain perils of the sea. The H&M insurer may also provide
“loss of earnings” coverage, compensating the owner for the loss of income during the period the vessel is
under repair.

Loss of Earnings coverage, sometimes called “business interruption” coverage, compensates the shipowner
for the revenue lost while the vessel is out of service due to an insured peril. The calculation of loss of
earnings typically involves the vessel’s average daily hire rate, adjusted for any contractual obligations that
remain in force during the downtime. Insurers may require the owner to provide evidence of the vessel’s
earning history, such as charter contracts and financial statements, to substantiate the claim.

Freight Claims arise when the carrier fails to deliver cargo as agreed, leading the shipper or consignee to
lose the expected revenue. Freight claims may be based on breach of contract, delay, or non‑delivery. The
claimant must prove the loss of freight, often by presenting the original contract, invoices, and evidence of
the market rate at the time of the breach. Insurers may cover freight loss under a “loss of freight”
endorsement, which is typically subject to a deductible and a maximum limit.

Incoterm CIF includes the seller’s obligation to procure insurance for the cargo during the main carriage.
The insurance must be for at least 110 % of the contract price, covering the “Institute Cargo Clauses (A)” or
equivalent. The buyer, however, may choose to obtain additional coverage if the standard insurance does
not meet their risk appetite. Understanding the interaction between Incoterms and insurance requirements
helps parties allocate risk appropriately and avoid gaps in protection.

Institute Cargo Clauses are model clauses published by the Institute of London Underwriters (now part of
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the Chartered Insurance Institute) that define the scope of marine cargo insurance. Clause (A) – “All Risks” –
offers the broadest coverage, while Clause (B) – “Named Perils” – limits coverage to specific risks such as
fire, explosion, and collision. Clause (C) – “Specific Perils” – provides even narrower coverage, typically
excluding many perils covered under Clause (B). The selection of the appropriate clause influences the
premium and the extent of protection.

Transit Time is the period between the loading of cargo at the origin port and its discharge at the
destination port. Transit time is a critical factor for shippers planning inventory levels, for insurers assessing
exposure, and for charterers calculating demurrage. Variations in transit time may arise from weather, port
congestion, or route changes. Insurance policies may include “transit time” provisions that adjust the
coverage period to match the actual duration of the voyage.

Cargo Packing is the process of preparing goods for sea transport, including the selection of packaging
materials, methods of stowage, and securing of cargo. Proper packing reduces the risk of damage, loss, or
contamination. For hazardous cargo, packing must comply with the IMDG Code, which specifies
requirements for containers, drums, and pallets. Failure to pack cargo correctly can result in a breach of the
carrier’s obligation of due diligence, leading to liability and potential denial of insurance claims.

Stowage Plan is a detailed layout of how cargo will be positioned within the vessel’s holds. The plan takes
into account weight distribution, cargo compatibility, and the need for ventilation. An accurate stowage
plan helps prevent cargo shift, which can cause instability, and minimizes the risk of damage caused by
over‑loading or improper segregation. Carriers often require the shipper to provide a stowage plan as part
of the pre‑loading documentation.

Weight Certificate is a document issued by a surveyor confirming the weight of cargo, typically required for
heavy or dense goods such as steel, timber, or bulk commodities. The certificate assists the carrier in
ensuring that the vessel’s load line limits are not exceeded and that the cargo is within the vessel’s
structural capacity. Inaccurate weight declarations can lead to over‑loading, which may result in the vessel
being deemed unseaworthy and may trigger liability for the carrier and the shipper.

Surveyor is an independent professional appointed to inspect cargo, assess damage, and verify compliance
with contractual specifications. Surveyors may be engaged by the shipper, the carrier, or the insurer. Their
reports form the basis for claim valuation and for determining the cause of loss. In the case of a cargo claim,
the insurer may require a “condition survey” before the cargo is loaded, and a “post‑damage survey” after
an incident to establish the extent of loss.

Condition of Carriage refers to the state of the cargo at the time it is loaded onto the vessel. The carrier’s
responsibility for damage generally begins when the cargo is placed on board in good condition, unless the
carrier has accepted the cargo “as is.” The bill of lading often includes a clause stating that the carrier has
received the cargo in “apparent good order and condition,” which may limit the carrier’s liability for latent
defects not apparent at loading.

Latent Defect is a hidden flaw in the cargo that is not discoverable by reasonable inspection at the time of
loading. If a latent defect later causes damage during the voyage, the carrier may still be liable if it can be
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shown that the defect contributed to the loss and that the carrier failed to exercise due diligence. However,
many policies contain exclusions for damage arising from latent defects, which underscores the importance
of thorough pre‑loading inspections.

Notice of Loss is a formal notification that the insured must send to the insurer within the timeframe
stipulated in the policy, typically 30 days after the loss is discovered. The notice must include details of the
incident, the nature of the loss, and any steps taken to mitigate the damage. Failure to provide timely notice
can result in the insurer denying the claim, as the insurer may argue that the delay hindered its ability to
investigate the loss properly.

Mitigation is the duty of the insured to take reasonable steps to reduce the extent of loss after an incident.
In maritime contexts, mitigation may involve salvage operations, re‑routing of cargo, or securing the
damaged vessel to prevent further deterioration. Insurers often require evidence of mitigation efforts, such
as invoices for salvage services, to assess the validity of the claim and to calculate the payable amount.

Salvage Award is the monetary compensation granted to salvors for their successful rescue of a vessel or
cargo. The award is determined by an admiralty court or a recognized arbitrator, based on the value of the
property saved, the degree of danger, and the skill displayed. Salvage awards may be shared among the
vessel owner, cargo owners, and insurers, depending on the contractual arrangements and the presence of
any “no‑salvage” clauses.

No‑Salvage Clause is a contractual provision in a charter party or insurance policy that limits or excludes the
right to claim salvage compensation. The clause may be used when parties wish to avoid the uncertainty of
salvage awards, especially in high‑risk situations. However, the enforceability of a no‑salvage clause may be
challenged if the salvors can demonstrate that their services were indispensable and that the clause
contravenes public policy.

Marine Survey is an inspection conducted by a qualified surveyor to assess the condition of a vessel, cargo,
or equipment. Marine surveys can be “pre‑loading,” “post‑damage,” “condition,” or “valuation” surveys,
each serving a specific purpose. For insurance purposes, a marine survey provides objective evidence of loss
and is often required before a claim is settled. Surveyors must adhere to professional standards and may be
called upon to testify in arbitration or court proceedings.

Arbitration is a preferred dispute‑resolution mechanism in the maritime industry due to its speed,
confidentiality, and expertise of the arbitrators. Many charter parties and bills of lading contain arbitration
clauses that specify the governing rules, such as those of the London Maritime Arbitrators Association
(LMAA) or the International Chamber of Commerce (ICC). Arbitration awards are generally enforceable
under the New York Convention, providing parties with a reliable method for resolving cross‑border
disputes.

Forum Selection Clause designates the jurisdiction or venue where any disputes arising from the contract
will be resolved. In maritime contracts, parties often select London, New York, or Singapore as the forum,
seeking a neutral and well‑established legal environment. The clause can affect the choice of law, the
applicable procedural rules, and the enforceability of judgments or arbitral awards.
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Choice of Law determines which legal system governs the interpretation and enforcement of the contract.
Maritime contracts may be governed by the law of the flag state, the law of the port of loading, or a neutral
jurisdiction such as English law. The choice of law influences the carrier’s liability, the limitation of liability,
and the availability of certain defenses. Insurers must assess the legal regime to evaluate potential exposure
and to draft policy wording that aligns with the chosen law.

Implied Warranty of Fitness is a doctrine that may arise under certain national laws, imposing an obligation
on the carrier to ensure that the vessel is suitable for the intended cargo. For example, a carrier transporting
refrigerated goods must provide a vessel with functional refrigeration systems. Failure to meet this implied
warranty can result in liability for the carrier, even if the contract does not expressly state the requirement.

Implied Warranty of Merchantability is similar to the fitness warranty but focuses on the general suitability
of the vessel for transporting cargo. Under some jurisdictions, the carrier is deemed to warrant that the
vessel is fit for the ordinary purpose of carrying goods. This warranty may be implied in contracts that do
not expressly limit the carrier’s responsibilities, thereby expanding the carrier’s exposure.

Exclusion Clause is a contractual provision that seeks to limit or exclude liability for certain types of loss. In
maritime contracts, common exclusions include war, strikes, and acts of terrorism. However, exclusion
clauses must be reasonable and not contrary to public policy. Courts may strike down overly broad
exclusions, especially where the carrier’s negligence is evident. Insurers often rely on well‑drafted exclusion
clauses to manage risk, but they must ensure that the exclusions are enforceable under the applicable law.

Sub‑limit is a restriction within an insurance policy that caps the amount payable for a specific type of loss,
even if the overall limit is higher. For instance, a cargo policy may have an overall limit of $10 million but a
sub‑limit of $2 million for loss caused by “strikes.” Sub‑limits help insurers allocate risk across multiple perils
and keep premiums affordable. Policyholders must be aware of sub‑limits to avoid unexpected shortfalls in
coverage.

Deductible is the amount that the insured must pay out of pocket before the insurer becomes liable. In
marine cargo insurance, deductibles are often expressed as a percentage of the loss or as a fixed amount
per shipment. A higher deductible reduces the premium, but it also increases the insured’s exposure. For
example, a policy with a 5 % deductible on a $1 million cargo loss would require the insured to absorb
$50,000 before the insurer pays the remaining $950,000.

Reinsurance is the practice by which insurers transfer a portion of their risk to other insurers, known as
reinsurers. In the maritime sector, reinsurance is essential for large‑scale exposures such as hull and
machinery, P&I, and cargo losses. Reinsurance arrangements may be “quota share,” where a fixed
percentage of each risk is ceded, or “excess of loss,” where the reinsurer covers losses above a specified
threshold. Reinsurance helps insurers maintain solvency and capacity to underwrite new business.

Retrocession is the process by which a reinsurer further transfers part of its assumed risk to another
reinsurer, known as a retrocessionaire. This chain of risk transfer can extend several layers deep, creating a
complex web of obligations. In the event of a major loss, such as a total loss of a super‑tanker, the
retrocession structure determines how the financial burden is distributed among the primary insurer,
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reinsurers, and retrocessionaires.

Loss Ratio is a performance metric calculated as the ratio of claims paid to premiums earned. In marine
insurance, a low loss ratio indicates profitable underwriting, while a high loss ratio may signal underwriting
deficiencies or inadequate pricing. Insurers monitor loss ratios by segment—hull, P&I, cargo—to assess the
profitability of each line of business and to adjust pricing or underwriting guidelines accordingly.

Underwriting Guidelines are the criteria that insurers use to evaluate risk and determine premium rates.
Guidelines for marine insurance may include vessel age, classification society, trade route, cargo type, and
loss history. For example, a vessel operating in the Arctic may attract higher premiums due to the increased
risk of ice damage, while a vessel with a recent classification upgrade may benefit from a discount.
Underwriters must balance competitiveness with the need to maintain adequate reserves.

Claims Adjuster is a professional employed by the insurer to investigate, evaluate, and settle claims.
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