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“Whosoever commands the sea commands the trade;  
whosoever commands the trade of the world commands the riches of the world 

 and consequently the world itself” 
 

 
Judicious and Select Essays and Observations by the Renowned and Learned Knight Sir 

Walter Raleigh upon the first invention of shipping, 1650 
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Chapter 1. The Shipping Cost 
 
 
1.1  Introduction 
 
Shipping is a service business which is driven and based in a global mechanism, 
fuelled by the demand of the service and the volume of the trade; the product price, 
the vessel’s speed, the costs included, the reliability and the security are necessary 
factors for its growth. 
 
The emerging industrial economies of China and India and the massive total growth 
of the trade world, led to an increasing need of energy and raw materials in great 
volumes and in low transport cost from distanced areas. It is commonly known that 
the higher is the value per unit of weight, the less significant is the cost of 
transportation. Same is depicted by the sea transport unit cost function which is 
defined as the sum of the capital cost of the ship (LC), the cost of operating the ship 
(OPEX) and the cost of handling the cargo (CH) divided by the parcel size (PS) or the 
tonnage of cargo capacity (DWT): 

 
                                         Unit Cost = LC + OPEX + CH 

              PS or DWT 1 
 
Whereas the final oil price is exclusively formed by and forming the demand for the 
product and the shipping cost itself, there have been several developments in 
diminishing the OPEX; lowering the speed average of the vessel, improving the 
marine propulsion system (invention of the screw propeller, ‘the double propeller’), 
increasing the average size of the vessel. Larger vessels mean lesser shipping cost per 
load unit regarding the crew, the fuel consumption, the demurrage, the insurance and 
the maintenance factors. As a physical consequence of the rising demand, the 
transportation costs fell even more. Economies of scale were exploited since the unit 
cost does not increase proportionally with the cargo capacity. Finally, there have been 
major technological advances and organizational evolution in the field of port and 
cargo management2. 
 
Nowadays, there is an awareness level that the GDP is a leading driving factor of the 
oil consumption around the globe,3 however it is also crucial to weight the 
transportation cost, the shipping cost implied and its portion to the oil price formation. 

1 Martin Stopford, Maritime Economics 3rd edition, 2009, p. 76 
2 http://worldoceanreview.com/en/wor-1/transport/global-shipping/ 

                                                

http://worldoceanreview.com/en/wor-1/transport/global-shipping/
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Figure 1. Non OECD liquid fuels consumption and GDP 3 
 
 
Objective of the thesis is to determine what the shipping cost in a trade related 
industry is combined from and how same is passed on from Owners to Charterers and 
to the trading chain, forming to some extent the final oil prices. An analytical 
description is given on how the oil industry works and what are the fundamentals of 
calculating and processing the demurrage and the non demurrage costs. Several legal 
cases and a theoretical case computation are given for a better comprehension of the 
parameters in force.  
 
In First chapter is discussed the shipping cost origins and the requirements for 
retrieving same in an Owner - Charterer basis or in a trading chain basis. 
 
Second chapter analyses which are the demurrage and the non demurrage costs 
analytically, comprising at some level the shipping costs created through a spot oil 
voyage. 
 
Third chapter determines what a charter party is and the variable forms it can be met, 
attempting a clauses translation through a comparative study of the existent voyage 
tanker charter parties and published legal cases. 
 
In Fourth chapter is described the contract binding two parties in an oil trading chain 
and its usual wording interpretation; the General Terms and Conditions applying for 
covering any extra clauses are introduced and some published legal cases creating the 
frame of the oil industry trading behaviour. 
 
The Fifth chapter is dealing with the dispute resolution levels as well as with some 
precaution measures should be taken into consideration and ease any dispute arisen. 
 

3 “Oil consumption in developing countries that are not part of the Organization of Economic 
Cooperation and Development (OECD) has risen sharply in recent years. While oil consumption in the 
OECD countries declined between 2000 and 2010, non-OECD oil consumption has increased more 
than 40 percent. China, India, and Saudi Arabia have had the largest growth in oil consumption among 
non-OECD countries during this period”. 
Source: http://c1wsolutions.wordpress.com/2012/04/30/factors-affect-price-of-oil/ 

                                                

http://c1wsolutions.wordpress.com/2012/04/30/factors-affect-price-of-oil/
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Six chapter refers to a practical computation of the demurrage costs created in a spot 
voyage where a sample vessel case is used to explicit the different approach under an 
owner’s and a party’s perspective. 
 
Last chapter endows the oil Market’s role in forming the prices in correlation to the 
trading initiative and consensus. In this chapter is also described the financial 
coverage of a trade and the steps that have to be followed for making a trading deal. 
 
 
1.2  Tracing the costs 
 
All expenses are costs, but not all costs (such as those incurred in acquisition of an 
income-generating asset) are expenses.4 
 
In production, research, retail and accounting, a cost is the value of money that has 
been used with the intention to produce something, and therefore is not available for 
use anymore. 
 
“In business, the cost may be one of acquisition, in which case the amount of money 
expended to acquire it is counted as cost. In this case, money is the input that is gone 
in order to acquire the thing. This acquisition cost may be the sum of the cost of 
production as incurred by the original producer, and further costs of transaction as 
incurred by the acquirer over and above the price paid to the producer. Usually, the 
price also includes a mark-up for profit over the cost of production”. 5 
 
As in general economic interpretation, the cost is considered to be the measure of a 
process’s or a decision’s results. However, there is also a new economic model 
introduced, arguing under a business ethics basis, that the ‘true economic cost’ shall 
also include the cost of any negative externalities into the pricing of goods and 
services. Supporters of this philosophy believe that the potential harmful 
consequences to the environment should be accordingly incorporated in product/ 
services price covering the hidden costs6. 
 
Accounting vs opportunity costs 

Accounting cost is the monetary value of the economic resources utilization when 
used by an accounting entity under the scope of producing/servicing. It is also most 
commonly being described as the displayed price amount on an invoice that is further 
to be recorded in the cash flow as an expense, cost of asset or cost of product. 
 
On the other hand, the opportunity cost which is also referred as ‘economic cost’, is 
the lost benefit that an accounting entity should have by taking a certain decision to 
pursue the specific venture and not its alternative7. 
 
 

4 http://www.businessdictionary.com/definition/cost.html#ixzz1xWV4ehgL 
5 http://en.wikipedia.org/wiki/Cost 
6 http://www.investopedia.com/terms/t/truecosteconomics.asp 
7 G. Venieris, S. Koen, M. Koletsi, Cost Accounting (2nd edition), 2005, p. 31  

                                                

http://www.businessdictionary.com/definition/expense.html
http://www.businessdictionary.com/definition/costs.html
http://www.businessdictionary.com/definition/acquisition.html
http://www.businessdictionary.com/definition/asset.html
http://en.wikipedia.org/wiki/Production_(economics)
http://en.wikipedia.org/wiki/Research
http://en.wikipedia.org/wiki/Retail
http://en.wikipedia.org/wiki/Accounting
http://en.wikipedia.org/wiki/Money
http://en.wikipedia.org/wiki/Business
http://en.wikipedia.org/wiki/Decision
http://en.wikipedia.org/wiki/Expense
http://en.wikipedia.org/wiki/Opportunity_cost
http://en.wikipedia.org/wiki/Economic_cost
http://www.businessdictionary.com/definition/cost.html%23ixzz1xWV4ehgL
http://en.wikipedia.org/wiki/Cost
http://www.investopedia.com/terms/t/truecosteconomics.asp
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Shipping cost definition 

What is specifically the “shipping cost” and where does it derive from? 
 
That depends on the angle of examination. For a ship owner, that includes all capital, 
operating, and voyage costs. As it concerned for Charterers’ side who will pass the 
shipping cost to the end chain and the final consumer, these costs sum up to the 
related agreement made, the charter party.8 In both cases, the shipping cost is deriving 
from the need of transportation of a product by sea. 
 
The shipping cost of a product forms its final price to the end consumer and is of 
weighting importance since it can double or even triple this price. The main factors 
that affect and entail the shipping cost while it is passed on through the trading chain 
are defined to be: 
 

• Freight rate 
• Demurrage and rest non demurrage costs 

 
Many costs are also defined by the operations to take place. In oil industry, in order to 
go along with the specifications required, i.e. for crude oil, heat up procedure is 
always applicable prior to the loading/discharge operation. That prerequisite extra 
bunker cost for the Owner which escalates in accordance to the size of the vessel and 
the time of the heating procedure and last to the price of the bunker being in use. 
 
 
1.3  Retrieving the costs 
 
According to the coverage of the charter party terms agreed and the voyage costs 
implicated in a charter, some of these costs can be actually retrieved and lower down 
Owners’, as well as a party’s exposure for a voyage. Such examples might be the 
freight cost and rest of the non demurrage expenses i.e. heating, deviation, speed up, 
purging, shifting and last but not least, the demurrage costs. 
 
The reimbursement size is dependant on the nature of the cost and the reason for 
incurring and the liability for reimbursement is expressed, if any, at the applicable 
terms. In plain words, it is crucial to determine under whose orders a cost incurred, 
showing clearly this way at whose liability the cost shall be. All costs which are due 
to sudden/force majeure actions, are usually to be held by the Owner (always refer to 
the c/p applicable). 
 
The requirements that must be in force for retrieving the cost are: 
 

1. must be referred to the brokers agreement/ c/p terms in an explicit way 
2. must be properly substantiated as per recap provision with fully  

documentation and calculations included 
3. must comply with Charterers’ orders if no relative contractual term is in force 
4. should be according to the “best ethics” philosophy and not be overrated  
5. must be claimed timely and upon completion of operation 

8 Martin Stopford, Maritime Economics (3rd edition), 2009, p. 225 
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In general, if the above requirements are fulfilled, the owner can claim the accrued 
cost as an economic amount, as a compensation for any delays/time lost/bunkers 
consumed. 
 
Further to the above, in the ‘charter party’ agreements between owners and charterers, 
shall be analytically explained and included the way and the proportion that owners 
can and must be compensated. In most of the cases, the time of the compensation is 
even included, for avoidance of bad practices. 
 
 
1.4  Owners and Charterers 
 
Owners own the assets, Charterers use them. A ship owner needs the Charterer and 
likewise, a Charterer is in need of the Owner, bounded in a both-way relationship. 
Both and each of them are seeking for a modus not only to cover their costs, but also 
to save money or even to create money from the opportunity cost that arises. 
 
The different perspectives that they have, are explained below in each case. Owners 
loss is automatically potential gain to the charterer; the owner seek to hire his asset at 
the best/highest price of the market for the shortest route whereas the charterer, seek 
the cheapest, yet safest, way to transfer his cargo to his buyer. The main difference 
lies in the mean that each part expects to create money; Owner is based on the freight 
and demurrage while Charterer is expecting to create money from the sale of the 
cargo and the demurrage discrepancies. 
 
 
1.5  Charterers and Counterparties (Suppliers or Receivers in the 
trading chain) 
 
Apart from the Charterers, other counterparties might be supplying or receiving the 
same cargo and actually some times this chain is very long. At some cases, the same 
cargo can be sold over and over again in the same chain of recipients. That entails 
accumulating cost which ends to the final receiver and forms the final price of the 
product delivered. 
 
A trading chain is a consecutive number of transactions, of sale and purchase of the 
same product. For instance, if three companies a,b and c sell the same parcel to each 
other the chain will be look like this: a>b>c>a.  
 
Taking into consideration that each time such a transaction is made, costs are passed 
on along with the trading party’s proportion of expected profit (margin). Finally, the 
chain shall be depicted in the form of: a>a+1>b+2>c+3  
 
For a ton maybe the cost would rise so acute, but when shipping enable trading 
companies to transport thousand of tons, the price difference is not caught be the eye. 
Economies of scale explain this phenomenon quite simply. Trading companies are 
fully taking advantage of this, which actually is the main core of their profit. 
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Chapter 2.  Demurrage and Non Demurrage Cost 
 
 
2.1 Explaining the concept of demurrage  
 
Laytime and Demurrage are two concepts that comprise one aspect of the Maritime 
Law, in particular the law relating to the voyage charters. 
 
‘Laytime’ means the period of time agreed between the parties during which the 
Owners will make and keep the vessel available for loading/discharging without 
payment additional to the freight. 
 
‘Demurrage’ means the agreed amount payable to the Owner or the party in respect of 
any delay to the vessel beyond laytime, for which the Owner or the party is not 
responsible. 
 
If loading or discharging operation is not completed within the agreed laytime, then 
the ship owner is entitled to compensation of the extra time taken (charter party in 
breach). The demurrage rate fixed in a recap, is intended to cover the vessel’s 
‘liquidated damages’ i.e. the daily running costs plus the profit the owner would 
normally have been able to earn, had his vessel been released timeously. 
 
Similarly to the above, laytime and demurrage terms apply in the purchase and sales 
contracts between counterparties. Same terminology applies to both charter parties 
and contracts9. 
 
 
2.2 Non demurrage costs 
 
The non demurrage costs are comprised of the elements of freight/freight differential, 
heating, purging and crude oil washing, shifting, speed up, deviation/detention costs 
and war risk premiums that derive from the additional operations of the vessel while 
under the Charterers’ instructions. Specifically: 
 
 
2.2.1 Freight and Freight diffential 
 
The price paid for the transportation of a product by a vessel, is called freight. It is 
Charterer’s prime engagement to Owners and shall be fulfilled immediately upon 
vessel’s completion of discharge at the designated port of destination10. 
  
Most of the freight agreements in tanker charter parties are dealt on the basis of World 
Scale Association rules and rates11. This is a widely used method of calculating the 

9 Annex BP Voy4, clause 7, Laytime/ Demurrage, page 9 
10 Annex BP Voy4, clause 31.4, Freight Rate, page 24 
11 “All rate calculations, which are made in USD, are per tonne for a full cargo for the standard vessel 
based upon a round voyage from loading port or ports to discharging port or ports and return to first 
loading port using the under-mentioned factors” 
Source: http://www.worldscale.co.uk/ 

                                                

http://www.worldscale.co.uk/
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freight of a voyage basis published WS rates from the WSHTC. The market levels of 
freight are being expressed in terms of a percentage of the nominal freight rate of a 
standard vessel (being described in the preamble Part A). In that aspect, WS 100 
reflects the rate for the voyage in question as calculated and issued by the WSHTC12, 
while a WS 175 shall be translated as 175 per cent of that rate. Flat rate is also a 
necessary element of the freight equation, as well as the transferred quantity (the bl 
quantity), i.e. WS freight = quantity carried (in metric tonnes) x WS rate x flat rate. 
 
With respect to the previous method, there is also an alternate way of calculating the 
freight and that is under a lump sum agreed basis. When a ship is fixed, there are 
given options for calling specific ports of loading and discharging and each one 
option is reflecting a stated limit freight equivalent, irrespective of the quantity of the 
transferred cargo, i.e. lump sum freight = fixed amount.  
 
Furthermore, the responsibility of the payment of freight shall be also one of the terms 
of a sales contract between the buyer and the seller of the cargo to be shipped. Some 
contracts depending on their buying/selling provisions automatically abide the 
liability to the buyer for paying the cost of the freight13. This provision is called as 
‘freight differential clause’ and grants the flexibility to the trading chain of altering a 
designated port to another (from the ones stated in the options given in a recap) or 
even ordering the vessel to call at more than one port. Same goes without saying that 
any additional freight cost to be incurred, will be for buyer’s account. 
 
 
2.2.2 Heating/Cooling 
 
The existence of heavy fractions within the cargo, such as fuel oil become very thick 
and sluggish when cold, and in order that the product shall be loaded and discharged 
without delay, creates the necessary of keeping it heated to its maintenance point 
throughout the voyage.  
 
Usually, the steam is used to heat the oil in a ship's tank by piping it from the boilers 
along the length of the vessel's deck. When it becomes necessary to heat the cargo, the 
steam is turned on the individual tanks and the coils in the bottom of the tanks become 
hot, heating the oil in the immediate guaranteed vicinity. The warm oil rises slowly 
and is replaced by the colder oil, thus setting up a gradual circulation system in each 
tank. 
 
Heavy fuel oils are generally required to be kept at a temperature ranging between 
120 °F (48.9 °C) and 135 °F (57.2 °C). The optimum temperature to which the cargo 
should be heated is largely dependent upon the pour point, cloud point, total wax 
content and the viscosity of the cargo. The ambient weather and sea conditions also 
influence the heating requirements14. 
 

12 World Scale, Hours, Terms and Conditions (abb) 
13 http://legal-dictionary.thefreedictionary.com/freight 
14 http://www.nasmaritime.com/DOCUMENTS/GUIDE%20for%20COW.pdf 

                                                

http://legal-dictionary.thefreedictionary.com/freight
http://www.nasmaritime.com/DOCUMENTS/GUIDE%20for%20COW.pdf
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Heating/cooling process requires extra bunkers consumed which is actually dependent 
to the vessel size and the horsepower15 of the main engine and is applicable for 
bitumen, crude and fuel oil cargoes. 
 
If a heating/cooling procedure will take place or not it is solely instructed by the 
Charterer of the vessel in regards to the specifications agreed of the cargo Buyer and 
only in the case of a blending/reloading or a discharging operation. In that aspect, 
Charterer is liable for any cost that derives from such an operation. In a charter party 
agreement, usually there is a specific clause clarifying that loading temperature has to 
be maintained with no extra cost of the Charterers side16. 
 
 
2.2.3 Crude oil washing (COW) 
 
Crude oil washing is the process of a high-pressure stream of crude oil cargo to 
dislodge or dissolve clingage and sediments from the bulkheads, bottom and internal 
tank structures of a vessel during the discharge operation. 
 
Stripping is a similar method that is used in order to strip any remaining cargo from 
the vessel tanks. Its deriving costs mainly include the extra bunkers consumption and 
must be in line each and every time with Charterers instructions17. 
 
Both COW and stripping operations bear a time allowance of few hours, 
correspondent to the recap or the sales agreement provisions. 
 
 
2.2.4 Shifting 
 
Shifting maybe required from anchorage to berth and from one berth to another. The 
cost of proceeding from anchorage to berth is traditionally to be part of the carrying 
voyage and practically is part of the sea passage to reach destination. Same is 
reimbursed to owners through the freight. 
 
It is common for a charter to include a provision allowing loading or discharging at 
more than one berth. Laytime will continue to run during shifting in the absence of a 
provision to the contrary. The cost of shifting from anchorage to berth or even 
between berths is at the expense of the Charterer. It can be included in freight or 
charged as an extra cost deriving from Charterers’ orders. 
 
If not infrequently, also happens that a vessel is forced to shift at the behest of neither 
the ship owner nor the charterer. This may happen either because of the weather 
condition and/or on the orders of the port or other local authorities’ decision. Who 
bears the costs is to be declared by the recap agreement once again. With regard to the 

15 “Horsepower (hp) is the name of electrical power, is 1 hp = 746 watts. The term was adopted in the 
late 18th century by Scottish engineer James Watt to compare the output of steam engines with the 
power of draft horses. It was later expanded to include the output power of other types of piston 
engines, as well as turbines, electric motors and other machinery”.  
Source: http://en.wikipedia.org/wiki/Horsepower 
16 Annex BP Voy4, clause 24&25, Maintenance of cargo Temperature/Cargo heating, page 21 
17 Annex BP Voy4, clause 19, Crude Oil washing and stripping, page 18 

                                                

http://en.wikipedia.org/wiki/Watt
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http://en.wikipedia.org/wiki/Turbine
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involuntary shifts, one argument frequently advanced is that, if vessel is enforced to 
leave berth for the safety of the own vessel and its crew/cargo, whether because of 
weather or other constrains, costs is to be held by the ship owner, notwithstanding that 
laytime will continue to run accordingly18.  
 
 
2.2.5 Speed up/ Slow steaming 
 
Ship owners undertake that the vessel will maintain an average agreed speed 
throughout the voyage. On the other hand, Charterers have the right to adjust this 
speed any time during the voyage if they consider same necessary, up to vessel’s 
maximum speed stated in the charter party agreement.  
 
If the vessel is required to proceed in excess of the maximum speed, always according 
to the charterers’ orders, any liability/ costs will be for charterers’ account. Charterers 
shall pay owners for additional bunkers consumed for steaming the additional 
distance at the price paid by the owners, net of all discounts or rebates, for the last 
bunkers lifted. In the contrary, shall the Owners fail to maintain the agreed charter 
speed or comply with Charterers orders, Owners shall be liable for all loss, damage, 
cost and expenses arising as a direct consequence thereof save to the extent that 
Owners can prove that such failure was attributable either to adverse weather 
conditions and sea state or to the requirements for the safe navigation of the Vessel19. 
 
Speed up may be also ordered due to economic reasons, i.e. comply with the cargo 
delivery window arrival (due to demurrage risk), issuing the bill of lading in specific 
dates (due to cargo price requirements). Slow steaming of a vessel may be required 
for cost saving due to high bunker prices or in regards to the SECA areas i.e. Mid-
Atlantic Seasonal Management Areas are declared as mandatory speed reduction 
zones and due to the IMO Policies. 
 
Vessel’s speed up or slow steaming has a direct effect on the voyage cost and is 
usually settled along with the freight. Whether Charterers’ orders are to increase the 
speed, the freight rate shall be increased as per the below type: 
 
Example: The Vessel proceeds at Charter Speed of 10 knots20, the rate for which is 
World scale 40. After 10 days the Master is instructed to complete the voyage at 12 
knots. The remainder of the voyage takes 20 days. The increased speed option 
provides for a premium of 0.5 of a World scale point per knot of increased speed over 
the Charter Speed. The freight rate for the above voyage would be calculated as 
follows: 
 
            Voyage freight rate = (W40 x 10 days) + (W41* x 20 days) = W40.67 
                                                          30 (total voyage days)             
 
 
 
*1 point premium for 12 knots Maximum Speed 

18 Annex BP Voy4, clause 5, Loading and discharge port/ Shifting, page 8 
19 Annex BP Voy4, clause 3.5, Loading/ Compliance with Charterers voyage orders, page 7 
20 1 knot = 1 nautical mile per hour 
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Whether Charterers’ orders fail to be followed and vessel fails to maintain the speed 
ordered, the freight rate shall be calculated basis the average speed actually 
achieved21. 
 
 
2.2.6 Deviation/Detention 
 
The doctrine of deviation is a departure from a planned contractual course or design.  
When a ship alters her course or remains in port without a just cause, the ship's new 
course or delay is called a deviation. Unless the contract permitted otherwise, in either 
case there is a breach of contract.  
 
The liability and the consequent cost arising from such a breach, depends on the causa 
proxima of the deviation and whether same is along with Charterers’ orders or upon 
Master’s diligence to decide due to extraordinary facts (adverse sea weather 
conditions, piracy etc). 
 
As it is provided in the ‘Article IV Rule 4’ of the Hague – Visby rules "Any deviation 
in saving or attempting to save life or property at sea or any reasonable deviation 
shall not be deemed to be an infringement or breach of these Rules or of the contract 
of carriage, and the carrier shall not be liable for any loss or damage resulting 
therefrom"22. Although that the Hague-Visby rules do not define deviation, are based 
on the common law definitions which are in force, also including below cases as such: 
 

1. avoiding adverse weather 
2. joining a convoy 
3. avoiding capture or detention 
4. taking crew for medical attention 
5. performing necessary repairs 
6. mutiny of the crew23 

 
Whether a deviation is ordered by the Charterers or is deemed to be called ‘justified’ 
and ‘reasonable’, has a certain cost effect liability due to the extra time lost and the 
extra bunkers that were consumed. In that case, Charterers shall cover any cost 
deriving in excess of the already paid freight to the Owners24.  
 
For a voyage under a lump sum freight agreement, Charterers have compensated 
Owners for certain number of load and discharge ports. Any additional port call apart 
from the agreed number of calls shall be charged as deviation basis the ‘Interim port’ 
clause, which is expressly unfolded in most of the additional illustrative terms 
between Owners and Charterers. This term, usually covers the costs of the extra 
steaming distance (from the designated load port A to the deviation point C and from 
point C to the final port B), any time spent at the deviation/interim port and the 
excessive bunkers consumed for steaming along with any extra ports costs imposed to 
the vessel at the interim port. 

21 Annex BP Voy4, clause 31.2, Freight Rate, page 23-24 
22 http://www.jus.uio.no/lm/sea.carriage.hague.visby.rules.1968/doc.html#31 
23 http://en.wikipedia.org/wiki/Deviation_(law) 
24 Annex BP Voy4, clause 31.3, Freight Rate, page 24 
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For example, the aforementioned is clearly depicted in the Torm interim port clause: 
“Charterers to pay for additional interim load/discharge port at cost with additional 
steaming time to be incurred for such deviation which exceeds direct passage from 
first load port to final disport. time to count from arrival pilot station interim 
load/discharge port until dropping last outward pilot interim load/discharge port i.e. 
no allowance for notice time, nor deduction for shifting even from anchorage to 1st 
berth and no deduction for time lost due to weather conditions. 

Deviation and time used to be calculated at demurrage rate per day pro rata plus 
costs for additional bunkers consumed as per master’s invoice presented by owners. 
deviation, time used, bunkers consumed and port costs as per agents proforma d/a to 
be paid together with freight as per owners telexed invoice, which later to be 
supported by hard copy documentation.”25 

For a voyage under a WS freight agreement, Charterers have compensated Owners for 
the designated load and discharge ports basis the rates that are annually given by the 
World Scale Association. That rates, are calculated in USD, “are per tonne for a full 
cargo for the standard vessel based upon a round voyage from loading port or ports 
to discharging port or ports and return to first loading port using purely nominal and 
for rate calculation purposes only factors”26. When Charterers deviate from the 
charter party WS rate coverage calling an additional port non indemnified; are liable 
to compensate Owners via freight. 
 
Detention, similarly, reflects the unliquidated damages deriving from a breach of 
charter party when delays to vessel’s reaching destination are caused and 
laytime/demurrage is not running. Some reasons enabling a detention claim, are the 
below: 
 

1. failure of the nomination procedure and waiting orders 
2. using the vessel as a floating storage without explicit permission 
3. undue delay of the vessel upon completion of operations 
4. slow steaming of the vessel27 

 
Whereas, most of the oil sales contracts are treating detention as a part of the 
demurrage calculation, under ExxonMobil and Shell’s charter parties same is 
calculated separately by using the daily demurrage rate for the delays plus the 
replacement cost of any consumed bunkers in addition.  
 
 
2.2.7 War risk (AWRP) and Crew war bonus 
 
Deemed to be very prominent provisions of nowadays, especially due to the high 
levels of piracy cases around the globe, both war risk premium and crew war bonus 
are the milestone of the non demurrage claims covered in a recap or a contract and are 
highly rising the vessel’s and the cargo’s insurance coverage. 
 

25 http://shippingforum.wordpress.com/clauses/ 
26 http://www.worldscale.co.uk/, Basis of Calculation, Preamble Part A 
27 Oil Industry laytime and demurrage seminar, Asdem 2007 v.3 
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There are certain areas in the world that the Joint War Committee after an agreement 
with the leading Hull War Risks Underwriters, considers as extra war risk areas28.  
When a vessel is expected to call or sail through one of the marked areas, the 
underwriters shall be informed in order to decide whether an extra premium will be 
charged. Consequently, the ship owner is only liable for such a cost according to the 
recap terms or the additional provisions incorporated in the charter party agreement29. 
 
The crew war bonus lies to the necessity for extra security while a vessel transit war 
risk areas and reflects the total payrolls of the crew who shall be entitled to 
compensation amounting to 100% of the basic wage and a doubled compensation 
payable in case of death and disability30. 
 
The deriving costs are usually to be held by the Owners when the vessel has been 
fixed for the specific route, or ports situated in the High Risk area under the ground 
that the variable has been already taken into account in the freight rate computation. 
Nonetheless, if charterers decide for their own reasons to alter the ship’s route or 
destination port to a High Risk area, it is of common sense that shall also bear the 
liability of the extra insurance costs. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

28 
http://www.lmalloyds.com/LMA/Underwriting/Marine/Joint_War_Committee/Web/market_places/mar
ine/JWC/Joint_War.aspx 
29 Annex BP Voy4, clause 39, War Risks, page 27 
30 http://books.google.gr/books?id=FYkWUK-
UIBsC&pg=PA21&lpg=PA21&dq=crew+bonus+premium+for+war+risk+areas&source=bl&ots=A3O
YPpQZ0c&sig=XTH5AB2S-
Ix9UrXrVdni8uYQh6M&hl=en&sa=X&ei=2c5HU4TYKYLbywOXt4K4CQ&redir_esc=y#v=onepag
e&q=crew%20bonus%20premium%20for%20war%20risk%20areas&f=false 
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Chapter 3. Owners Passing On the Shipping Cost to the 
Charterers 
 
 
3.1 Charter Party   
 
As commonly is described nowadays, ‘a charter party’ is the contract between the 
owner of a vessel and the charterer that uses the vessel. “The charterer takes over the 
vessel for either a certain amount of time (a time charter) or for a certain point-to-
point voyage (a voyage charter), giving rise to these two main types of charter 
agreement. There is a subtype of time charter called the demise or bareboat 
charter”31. 
 
In a voyage charter party, the charterer hires the whole vessel or a part of her for a 
single voyage, in consideration of payment of freight. The ship owner (or the 
disponent owner) provides the master, the crew, the bunkers and any further supplies 
or machinery parts needed for the completion and the safety of the voyage32. The 
vessel is hired for a specific time limit, in the excess of which, the charterer is called 
to remunerate the owner in terms of compensation charges called as ‘demurrage’. The 
time limit that it is mutually agreed for both loading and discharging operations, as 
aforementioned, is called ‘laytime’. Any subsidiary additional charges depending on 
the ship’s moves and performing operations are also to be handled by the charterer if 
the last is responsible according to the recap33. 
 
The basic elements of the voyage charter party were examined in detail in the House 
of Lords case of ‘The Johanna Oldendorff’(1973)34. Those have been defined by Lord 
Diplock being as: the voyage to the loading port; the loading operation; the loaded 
voyage and the discharge operation. 
 
The voyage charters can be either ‘port’ or ‘dock’ or even ‘berth’ charters and are 
defined as such on the basis of when laytime begins. The most widely used in the oil 
industry, are the port charters and laytime commences upon vessel’s arrival at the 
designated port. Regarding the oil industry voyage charter party or ‘recap’ as it also 
called, the most usual forms used include the Asbatankvoy, the BP Voy3 and BP 
Voy4, the Shellvoy5 and Shellvoy6, the Exxonvoy90 and the ExxonMobil Voy2005. 
All the charter parties usually also include additional clauses agreed between the 
Charterer and the Owner, several of which have a profound effect on the demurrage 
calculation i.e. the interim port clause aforementioned. 
 
There can be several reasons for choosing a charter party however the potential 
exposure to the demurrage liability is the one with the greatest cost implication for 
both ends; charterer and owner. Each charter party, have clauses of more or less 

31 http://en.wikipedia.org/wiki/Charter-party 
32 http://legal-dictionary.thefreedictionary.com/Charter-party 
33 http://www.marineinsight.com/misc/maritime-law/different-types-of-charter-parties-in-the-shipping-
industry/ 
34 
http://www.lawandsea.net/List_of_Cases/E/ELOldendorff_v_Tradax_Johanna_Oldendorff_1974_AC4
79.html 
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benefit to the Charterers and some of which, even exclude charterers from certain 
costs or entitle them to pay at one half of the demurrage rate – for certain periods of 
time lost due to specific events.35 The objectives for choosing a charter party form 
surely depend on which side of the game the player is. On Owner’s perspective, 
Asbatankvoy is the most attractive form of a recap whereas on Charterers’ 
perspective, most favourable seems to be BP Voy4. Both of them will be further 
examined due course.  
 
Address commission 

Every occurring transaction between Owners and charterers is charged with an 
address commission percentage, usually of 1.5 or 2.5 (%) which shall be deducted in 
favor of the Charterers. Such a commission is payable by the ship owner to the 
charterer, expressed as a percentage of the freight or hire serving a reimbursement to 
the charterer for any costs incurred in regards to the chartering expenses of the vessel 
either to third party brokers or to Charterers in-house brokerage36. 
 
 
3.2 The wording matters – Comparative study of voyage tanker charter 
parties 
 
The shipping cost, as have been described, includes the demurrage and the non 
demurrage costs which can be retrieved at first stage from the Charterers for a 
particular voyage. Charterers will reimburse same to Owners to that extend it is priory 
agreed in the recap being applicable.   
 
Some of the main points that are dealt differently within the variety of c/p in existence 
and where the demurrage is affected, are the following: 
 

• Laydays 
• Time allowance (laytime) 
• Notice of readiness 
• Custom clearance (free pratique) 
• Safe berth warranty 
• Exceptions and interruptions to laytime and demurrage 
• Pumping 
• Crude oil washing/Stripping 

 
 
Laydays are often also called ‘laycan’ and are the days specified in a charter party 
during which a vessel shall present itself at the designated load port, ready to load. 
In Asbatankvoy, clause 5 is stated: “Laytime shall not commence before the date 
stipulated in Part 1, except with the Charterer’s sanction”37. In the case that a vessel 
arrives earlier tendering NOR before the laycan, shall be explicitly specified when the 
laytime gets triggered.    
 

35 Annex 1 BP Voy4, clause 17&18, Half Laytime and Suspension of Laytime/Demurrage, page 15 
36 http://www.danaos.com/glossary.php 
37 Annex 2 Asbatankvoy, clause 5, Laydays, page 4 
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The majority of the oil voyage charter parties are expressly clarifying that laytime 
shall not commence before 0600 hrs on the first day of Laydays, unless specified 
otherwise; a controversial point in regards to the Asbatankvoy, where no time is being 
mentioned. Therefore, laytime shall commence six hours later of the arrival or at 0000 
hrs on the first day of Laydays, whichever is later. This conclusion has been supported 
by a number of LMAA arbitration decisions up to nowadays38. 
 
Time allowance (laytime) is the fixed period of free time for both loading and 
discharging operations and commonly it varies per c/p for 48, 72, 84 or even 96hrs 
depending on the agreement. The free time has been compensated to the owners via 
freight payment and it usually covers the combined operations of loading and 
discharging and in which case is called ‘reversible’. There is also the case where 
laytime is a fixed number dependent on the quantity to be delivered i.e. 1 hour per 150 
metric tonnes. 
 
Laytime continues to run until operation performance has been completed; a point 
which is usually represented in all charter party forms, as the vessel’s hose 
disconnection. However, most of the charter parties also allow a fixed time for the 
necessary documents to be placed on board (including the bill of lading). In regards to 
the above statement, 2hrs are provided in BP Voy3, ExxonMobil Voy2005 and 
Shellvoy6 whereas 3hrs are provided in the BP Voy4 after which laytime/demurrage 
shall continue counting as per relevant clauses and the general principal ‘once on 
demurrage always on demurrage’.  
 
Notice of readiness (NOR) is a “notice to the Charterer, shipper, receiver or other 
person as required by the charter that the ship has arrived at the port or berth as the 
case may be and is ready to load/discharge"39. The NOR is to trigger the 
commencement of laytime and laytime usually starts upon the expiry of six hours 
after receipt of a valid NOR, to all the involved parties or upon vessel’s arrival on 
berth, whichever is earlier.  
 
In order for a NOR to be valid, certain parameters shall be in force: 
 

a. The vessel is an arrived vessel  
b. The vessel is ready to receive or discharge the cargo  
c. The notice of readiness is tendered to and received by the proper person 

according to the charter party  
d. The notice of readiness is tendered in a contractual way  
e. The notice of readiness is tendered at a time that is allowed by the charter 

party40 
 
a) ‘Arrived ship’ 
A notice of readiness cannot be tendered validly prior to the vessel’s qualification as 
an ‘arrived ship’. In order the vessel to be considered as ‘arrived’, prerequisites that 
she will have reached the agreed destination area (the port limits or the usual 
anchorage where notice of readiness may be served). The exact area where the NOR 

38 London Maritime Arbitrators Association 
Source:http://www.asdem.co.uk/products.asp?partno=September%202000 
39 http://www.lawandsea.net/CP_Voy/Charterparty_Voyage_Laytime_Definitions.html 
40 http://www.steamshipmutual.com/publications/Articles/Articles/Notice_Readiness_1.asp 
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can be tendered validly is always expressly stipulated or yet implied, in the charter 
party agreement. Since there are port and berth charter parties, when a berth charter is 
in force, then the vessel must reach the nominated berth prior tendering the NOR.  
 
b) ‘Ready in all respects’ 
Furthermore, in the case that the vessel has even reached the charter party agreed port 
or berth area, notice of readiness cannot be tendered unless she is also physically and 
legally ready in all respects to load or discharge the full cargo. If a break down of the 
vessel has incurred, then she cannot be considered to be ‘ready’ for serving a valid 
NOR at any case.  
 
c), d) and e) Nevertheless, the vessel shall tender notice of readiness to the proper 
persons and the parties or the Agents involved in a contractual way (by fax, telex, 
phone or email) and always in accordance with the hours indicated in the relevant 
applicable charter party clauses or with the port limitations.  
 
Taking into consideration the most used parties, each charter party defines the place 
and the exact way a valid NOR shall be tendered and how laytime is to be treated. The 
Asbatankvoy states in clause 6: “Upon arrival at customary anchorage at each port 
of loading or discharge the Master or his Agent shall give the Charterer or his Agent 
notice by letter, telegraph, wireless or telephone that the vessel is ready to load or 
discharge cargo berth or no berth, and laytime, as hereinafter provided, shall 
commence upon the expiration of six (6) hours after receipt of such notice, or upon the 
Vessel's arrival in berth …whichever first occur”41. 

 
In ExxonMobil Voy2005, the relevant clause is very similar to the Asbatankvoy (due 
to its mutual origins from Exxonvoy69) as per clause 11 that NOR shall be tendered 
upon arrival at customary anchorage or a waiting place and laytime clause is exactly 
as per Asbatankvoy clause.  
 
Under a BP Voy3 recap clause 19(a), place is not specified for NOR to be tendered, 
apart from the general acceptance that the vessel shall be at port ready to 
load/discharge. Laytime shall not start prior of the expiry of the six (6) hours after 
NOR has been tendered or upon vessel’s commencement of the performing 
operations, whichever is earlier.  
 
BP Voy4 under the clause 6.3 states that NOR shall be tendered only “when the vessel 
is ready in all respects to carry out Charterers orders.. and has completed 
anchoring.. or she has reach the area within the port.. or she is securely moored and 
her gangway ..is in place and free pratique is granted within six hours of the Master 
tendering NOR”. Laytime commences upon the expiry of six (6) hours after NOR has 
been tendered or upon vessel’s commencement of the performing operations, 
whichever is earlier. 
 
As far as it concerns the Shellvoy5/6, the clause 13 (1) (a) stipulates that NOR takes 
full effect only when “vessel is lying in the area where she ordered to wait, or in the 
absence of any such specific order, in a usual waiting area”, a clause which is 
certainly reminds of the BP Voy4 one; this is not to be treated likewise though since 

41 Annex 2 Asbatankvoy, clause 6, Notice of Readiness, page 5 
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Shellvoy is a berth charter party and this always translate to the berth shall be 
‘accessible’. Therefore, laytime commences, upon the expiry of the six (6) hours after 
berth has become accessible to the vessel or upon vessel’s commencement of the 
performing operations, whichever is earlier and only upon receipt of all clearance 
documentation and free pratique got issued42. 
 
Custom Clearance or else ‘free/sanitary pratique’ is a term describing the clearance 
certificate being granted by the port health Authorities for the crew of a ship arriving 
from a foreign port. In some European ports, this documentation is provided 
automatically (for a ship arriving from another European port) and it does bear great 
impact on the demurrage calculation, affecting laytime. 
 
Charterers are often revising the charter or even adding a special clause, covering that 
if free pratique is not granted within six (6) hours from when NOR has been tendered, 
Master shall issue a Letter of Protest. BP Voy4 already stipulates same as in clause 
6.3.3 stating: “If free pratique is not granted within six (6) hours of the Master 
tendering NOR, through no fault of Owners, Agents, or those on board the Vessel, the 
Master shall issue a protest in writing (‘NOP’) to the port authority and the facility at 
the port (‘Terminal’) failing which laytime or, if the Vessel is on demurrage, 
demurrage shall only commence when free pratique has been granted”43. Similar 
reference is also made in the Shellvoy6 as per clause 13 (1) (a) and additions to it, 
expressly stating that any failure to obtain customs clearance and free pratique until 
vessel’ s all fast, NOR is deemed to be invalid44. 
 
Safe berth warranty term, introduces the principal of the berth being reachable on 
vessel’s arrival to a port. By ‘reachable’ it is meant that the Charterer has made the 
necessary arrangements for the load/discharge ready ship to reach a vacant berth 
during the agreed laycan. As it derives from the clauses throughout the existent oil 
voy charters, safe berth is not guaranteed; but only agreed to be exercised due 
diligence. Charterers are only liable to provide a safe and reachable berth and any 
delays caused by non handling obstacles shall be treated as per recap agreement i.e. 
adverse sea weather conditions.  
 
Asbatankvoy is the only charter stating in clause 9 that vessel shall be able to reach 
berth on arrival even if same is well prior to the laydays agreed: “The Vessel shall 
load and discharge at any safe place or wharf, or alongside vessels or lighters 
reachable on her arrival, which shall be designated and procured by the Charterer, 
provided the Vessel can proceed thereto, lie at, and depart therefrom always safely 
afloat, any ligtherage being at the expense, risk and peril of the Charterer”45. 
 
Exceptions and interruptions to laytime and demurrage comprise all the excepted 
periods granted in a charter party by definition, which can exclude the Charterer either 
from being liable partially or completely, whereas interruptions to laytime are used to 
cover those periods when laytime ceases because they are outside of definition of 
laytime as expressed in the laytime clause. Same phenomenon may be either an 

42 Annex 3 Shellvoy6, clause 13 (1) (a), Notice of Readiness/Running Time, page 56 
43 Annex 1 BP Voy4, clause 6.3.3, Notice of Readiness, page 9 
44 Annex 3 Shellvoy6, clause 13 (1) (a), Notice of Readiness/Running Time, page 56 
45 Annex 2 Asbatankvoy, clause 9, Safe berthing - Shifting, page 5 
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interruption or an exception to laytime, depending on the terms of the concerned 
chapter. 
 
Such exceptions are expressly stated in a recap, or even at the additional clauses 
agreed between Charterers and Owners. It is generally industry accepted that ‘if there 
is none relevant wording describing the specific cost, same shall be for Owners’ 
account’.  
 
As one of the most known exceptions, is the vessel’s shifting from anchorage to berth 
and normally is considered to be a part of the voyage; therefore usually, does not 
count as used laytime and the cost shall be borne by the owner. Solely in the 
Asbatankvoy however, such a deduction is only enforceable in the case that laytime 
has not been used up otherwise same shall count as demurrage, as per the relevant 
clause: “Time consumed by the vessel in moving from loading or discharge port 
anchorage to her loading or discharging berth, discharging ballast water or slops, 
will not count as used laytime”46. 
 
Another popular exception is the adverse weather, where is meant the period of 
adverse weather conditions prohibiting the vessel to perform loading or discharging 
operations and any other operation such as shifting into berth. This exception is 
usually forced through the ‘Conoco Weather’ clause, often in conjunction with the 
Asbatankvoy charter, describing any delays in berthing for loading or discharging and 
any delays after berthing which are due to weather conditions and shall count as one 
half laytime or, if on demurrage, at one half demurrage rate: “Delays in berthing for 
loading or discharging and any delays after berthing which are due to weather 
conditions shall count as one half laytime or as time on demurrage at one half 
demurrage rate”47. The particular exception clause can reduce the laytime and/or the 
demurrage to one half only when it can be proved that delays were solely due to 
weather conditions (also meaning that berth was available during that period and the 
cargo was ready to be loaded/discharged). 
 
When in the recap laytime clause there is a specific wording for ‘weather permitting’, 
adverse weather is to be considered as an interruption rather than an exception. In that 
case and under such a descriptive clause, although there is no need to be a causative 
connection with the delay, it is mandatory that a causative link exists between the 
weather and the possibility of loading or discharging operation. Unless it is proved 
that bad weather is the causa proxima of the delay and constitutes an interruption, this 
period of time cannot be deducted. 
 
Indicatively, Asbatankvoy has a limited scope and states in clause 8: “If, however, 
demurrage shall be incurred at ports of loading and / or discharge by reason of fire, 
explosion, storm or by a strike, lockout, stoppage or restraint of labor or by 
breakdown of machinery or equipment in or about the plant of the Charterer, 
supplier, shipper or consignee of the cargo, the rate of demurrage shall be reduced 
one-half of the amount stated in Part I per running hour or pro rata for part of an 

46 Annex 2 Asbatankvoy, clause 7, Hours for loading and discharging, page 5 
47 http://www.intertanko.com/News-Desk/Weekly-News/Year-2000/No-352000/SHIFTING-OFF-A-
BERTH-DUE-TO-WEATHERSEA-CONDITIONS---CHARTERPARTY-PROVISIONS-
COMPARED/ 
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http://www.intertanko.com/News-Desk/Weekly-News/Year-2000/No-352000/SHIFTING-OFF-A-BERTH-DUE-TO-WEATHERSEA-CONDITIONS---CHARTERPARTY-PROVISIONS-COMPARED/
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hour for demurrage so incurred”48. In regards to Shellvoy5/6, the Conoco weather 
clause does not have a full effect sine as per clause 13 (1) (a): “A loading or 
discharging berth shall be deemed inaccessible only for so long as the vessel is or 
would be prevented from proceeding to it by bad weather, tidal conditions, ice... 
(except those requirements resulting from the unavailability of such berth or of the 
cargo)”49. 
 
The weather provisions of BPVoy3 and 4 are similar, with an addition of unexpected 
tidal conditions being in force for BP Voy4, stating that: “Any delay arising from 
adverse tidal conditions which could not reasonably have been predicted, adverse 
weather, adverse sea state conditions, … shall count as one half laytime or, if the 
Vessel is on demurrage, at one half of the demurrage rate provided always that the 
cause of the delay was not within the reasonable control of Charterers or Owners, as 
the case may be, or their respective servants or agents”50. In ExxonMobil Voy2005, 
the relevant clause refers to a half demurrage rate due to weather and/or sea 
conditions including but not limited to lightning, restricted visibility (fog, snow, 
rainstorm, sandstorm and any other similar cause), waves and/or swells. At the same 
clause, it is explicit that these deductions shall also apply when the berth is congested 
or there is unavailability of the cargo or any other delay from Charterer’s or terminal’s 
side. 
 
Pumping is referring to the relative clause of most charter parties, warranting that the 
vessel can discharge her entire cargo in a 24-hour period of time or that will maintain 
100 psi back pressure at her manifold, terminal permitting. When such a clause is not 
introduced within a recap, theoretically, pumping can take as much time as needed to 
and all the demurrage incurred to be for Charterers’ account.  
 
In most charter party cases, pumping allowance and discharge requirements are 
expressly stated along with a wording for providing Letters of Protest whether 
terminal restricts by any means vessel’s discharge capability, in cost of the Charterer. 
 
The actual pumping time is the period of the time used from the commencement of 
the discharge operation to the completion of such an operation, ensuring that all the 
stoppages in between, whether due to ship or shore, are deducted accordingly. The 
conversion factor is: 100 psi (pounds per inch) = 6.9 bar (~7bars) = 7.0306 kg/cm2. In 
order to authenticate vessel’s pumping pressure and the actual pumping time, there is 
an hourly pumping log document issued by the ship, signed by a responsible officer of 
the vessel and terminal’s or Charterers’ representative, showing the pressure 
maintained at the manifold throughout discharge51. 
 
The usual pumping clauses are excluding Charterer from a cost deriving an excessive 
pumping, unless slow pumping was ordered from the terminal due to safety 
restrictions. In the BP Voy4 clause 19, the following is stated: “Any additional time 
used as a result of the inability of the Vessel to discharge the full cargo within twenty-
four (24) hours, or pro rata in the case of a part cargo, or to maintain a minimum 
discharge pressure of seven (7) bar at the Vessel's manifold throughout the discharge 

48 Annex 2 Asbatankvoy, clause 8, Demurrage, page 5 
49 Annex 3 Shellvoy6, clause 13 (1) (a), Notice of Readiness/Running Time, page 56 
50 Annex 1 BP Voy4, clause 17, Half laytime/Half demurrage/Force majeure, page 15 
51 Refer to chapter 6: Cost analysis and assessment of a sample case, pages 59-60 
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or failure by the Vessel to meet any lesser performance required pursuant to a 
restriction imposed by the Terminal, shall be for Owners' account and shall not count 
as laytime or, if the Vessel is on demurrage, as demurrage”52.  Under Shellvoy6 is 
warranted that vessel “can discharge a full cargo.. either within 24 hours, or can 
maintain a back pressure of 100 psi at the vessel’s manifold and the Owners warrant 
such minimum performance provided receiving facilities permit.. The discharge 
warranty shall only be applicable provided the kinematic viscosity does not exceed 
600 centistokes on part of the cargo..”53. 
 
In order to calculate the time used for pumping or the quantity that was pumped into a 
given time, the following pumping performance formula can be of great use: 
 

Q2 = Q1 x √ (H2/H1) 
 
Q1: the average discharge rate achieved by the vessel 
Q2: the discharge rate that would be achieved at the pressing pressure H2 
H1: the average pumping pressure achieved by the vessel (manifold pressure) 
H2: the pumping pressure warranted in the charter party or the lower maximum 
pressure required by the terminal54. 
 
Crude oil washing/Stripping, as has been described in the second chapter, is in simple 
words the additional period granted to the vessel for pumping the remaining cargo by 
stripping, or ‘washing’ her tanks targeting to maximise the outturn quantity. Under 
this procedure, pumping allowance is increased by Bp Voy3 from 24 hours to thirty 
(30) and in Shellvoy5 same is increased by 0.75 hours per cargo tank washed whereas 
on its latest form, Shellvoy6 limit the allowance to 0.6 hours per tank with a 
maximum of 8 hours additional free time in Charterers favour.  
 
On the other hand, BP Voy4, subsequent to the MARPOL rules55 for clean seas, does 
not grant any additional allowance unless same is instructed by the Charterers, in 
which case, allowance is increased by 25%: “When the Vessel carries out crude oil 
washing to the MARPOL minimum standard, in the absence of instructions from 
Charterers to carry out additional crude oil washing, there shall be no increase in the 
time allowed for discharge of the cargo. If Charterers instruct Owners to carry out 
additional crude oil washing then the period referred to in Clauses 19.3.2 or 19.5, as 
the case may be, shall be increased by twenty-five per cent (25%)”56. Under the 
Asbatankvoy, there is no pumping or crude oil washing clause at all. 
 
When dealing with a non-demurrage claim, each time the recap agreement and any 
additional terms shall be examined thoroughly in order to be ensured that Owners are 
acting in accordance with Charterers’ orders and that the deriving costs are also in line 
with the contractual provisions. For example, when a ship is ordered to deviate from 
A to B port through a C destination, the extra steaming, the extra bunkers and any 
additional port costs to be incurred are for Charterers’ account. The way same will be 

52 Annex 1 BP Voy4, clause 19.4, Part A. Loading and discharge of cargo, page 17 
53 Annex 3 Shellvoy6, clause 1 (a) (vii), Description of vessel, page 1 
54 Oil Industry laytime and demurrage seminar, Asdem 2007 v.3 
55 http://www.imo.org/OurWork/Environment/PollutionPrevention/OilPollution/Pages/Crude-Oil-
Washing.aspx 
56 Annex 1 BP Voy4, clause 19.8, Part B. Crude oil washing and stripping, page 18 
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paid, it depends on the freight agreed to be a lump sum or basis WS (pls refer to ch. 
2.6 Deviation). 
 
As per Asbatankvoy clauses 4 (a), (b) and (c), there are certain locations where 
Charterer can send the vessel and that the additional time and expense will count as 
used laytime/demurrage. BpVoy3 cl. 24 also states that the time used in deviation 
shall count as used laytime/demurrage plus the bunkers’ cost. On the other hand, 
Shellvoy5/6 and ExxonMobil Voy2000 cl. 19 (b) state that any deviation and its 
resulting delays shall be paid at the demurrage rate plus the replacement cost for the 
bunkers consumed, excluding the deviation calculation from the laytime calculation. 
 
At any case, a non-demurrage claim shall be submitted within the time frame which 
the charter party dictates and with all the supporting documentation enabling the 
Charterer to calculate his side, his liability’s size. 
 
 
3.3 Legal Cases/ Articles 
 
Case 1 

 
Tribunal rules on liability between Owners and Charterers 
where cargo was contaminated with fuel oil 
BY ALEXANDRA ALLAN ON MAY 30TH, 2013POSTED IN CARGO 
ISSUES, CASE LAW 
London Arbitration 8/13 
 
Charterers faced cargo claims arising from the contamination of 
containerised cargo with fuel oil. Charterers settled these claims and 
claimed an indemnity from Owners under the time charter between them. 
Charterers also claimed for survey fees, off-hire and bunkers during the 
period of off-hire. 

Facts 
During the first voyage under the charter, cargo shifted due to Owners’ 
removal of container guide plates to allow the vessel to load wide 
containers. This caused a crack in the tanktop plating. A couple of months 
later, Owners noticed further damage, and it later became apparent that 
there were yet more defects in the tank top plating. It was not clear 
whether these had existed prior to delivery under the charter. 

Owners elected not to repair this damage immediately, but to defer 
repairs until the vessel’s next drydock, which was due to take place in 
around a month’s time. Owners decided that, in the interim, the bunker 
tank in way of the crack in the tanktop plating would not be used, in order 
to avoid fuel leaking into the cargo hold. 

http://www.shiplawlog.com/2013/05/30/tribunal-rules-on-liability-between-owners-and-charterers-where-cargo-was-contaminated-with-fuel-oil/
http://www.shiplawlog.com/2013/05/30/tribunal-rules-on-liability-between-owners-and-charterers-where-cargo-was-contaminated-with-fuel-oil/
http://www.reedsmith.com/our_people.cfm?cit_id=28721&widCall1=customWidgets.content_view_1
http://www.shiplawlog.com/cargo-issues/
http://www.shiplawlog.com/cargo-issues/
http://www.shiplawlog.com/case-law/
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However, Owners did use this bunker tank, which was half full prior to the 
incident in question. When fuel oil was transferred from various tanks 
during the voyage, the valve in one of the suction liens was left open 
which caused fuel to flow into the bunker tank. As a result of the crack in 
the tanktop plating, fuel leaked into one of the cargo holds. 

Tribunal’s findings 
The Tribunal held that Owners were in breach in several respects. They 
had failed to maintain the vessel “in a thoroughly efficient state”, on top 
of which the vessel was found to be unseaworthy. Owners failed to 
exercise due diligence before and at the beginning of the voyage to make 
her seaworthy. Owners also breached their obligation to carry, keep and 
care for the cargo. 

Charterers’ claim succeeded in full. 

Comment 
This case reiterates Charterers’ right to an indemnity, as well as 
reimbursement of fees incurred, where Owners have breached these 
obligations. It also confirms that time lost as a result of these breaches 
can fall within the charter off-hire regime. 

Owners must ensure they understand the nature of their obligations in 
respect of maintenance and seaworthiness. The former is generally a 
continuing obligation, which will apply equally during the course of the 
charter and on delivery. The courts have considered seaworthiness, and 
the associated obligation of due diligence, in detail. Although each case 
will turn on its own facts, the requirements for compliance are clear. 

Source: http://www.shiplawlog.com/2013/05/30/tribunal-rules-on-liability-between-owners-and-
charterers-where-cargo-was-contaminated-with-fuel-oil/ 
 
 
 
Case 2 

 
Trafigura Beheer BV v Ravennavi SpA (The “Port Russel”) [2013] EWHC 490 (Comm) 1 
March 2013 

This matter came before the Commercial Court on appeal under s.69 Arbitration Act 1996 
from an arbitration award in favour of the owners.  Somewhat unusually, the owners 
consented to the charterers having permission to appeal, but elected not to participate in the 
appeal.  

By a voyage charter on an amended BPVOY 3 form with additional clauses, the owners 
chartered the vessel “Port Russel” to the charterers. Disputes arose in relation to demurrage 
and were referred to arbitration.  

A preliminary issue was posed by the parties:  “Was email a contractually permissible method 
of serving notices of readiness under this charterparty?” In its award the tribunal held by a 

http://www.shiplawlog.com/2013/05/30/tribunal-rules-on-liability-between-owners-and-charterers-where-cargo-was-contaminated-with-fuel-oil/
http://www.shiplawlog.com/2013/05/30/tribunal-rules-on-liability-between-owners-and-charterers-where-cargo-was-contaminated-with-fuel-oil/
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majority that email was a contractually permissible method of serving notices of readiness 
under the charterparty. 

The charterparty provided as follows:  

Clause 19: 
“… (a) laytime or, if the Vessel is on demurrage, demurrage shall at each loading and each 
discharge port or place commence at the expiry of 6 hours after Notice of Readiness to load 
or discharge has been received from the Master or his agents by Charterers or their agents, 
berth or no berth, or when the Vessel commences to load or discharge at the berth or other 
loading or discharging place, whichever first occurs.  Such Notice of Readiness may be given 
either by letter, facsimile transmission, telegram, telex, radio or telephone (and if given by 
radio or telephone shall subsequently be confirmed in writing and if given by facsimile 
transmission confirmed by telex) but Notice of Readiness shall not be given without 
Charterers’ sanction, before the commencement of laydays … “ 

The tribunal held that the original authors of Clause 19 intended that NoRs might be tendered 
in a wide variety of ways and did not accept that the authors intended their list to be 
exhaustive or exclusive. 

The court was referred to a number of authorities citing that the use of the word “may” can 
denote a clause which is permissive or a clause which is obligatory.  As such, each clause will 
fall to be construed within its own particular factual and commercial context.  

In this instance, Mr Justice Popplewell found that the language of clause 19(a) was 
prescriptive and defined the form in which a valid Notice of Readiness must be given.  It was 
obligatory, not permissive.  The word “may” prescribed what was permissible.  This was 
supported by the use of the words “either” and “or”.  These naturally denoted alternatives 
which made an exclusive group.  There would be scant reason in denoting six specific 
alternative methods of giving notice if any method of giving notice were permissible.    

In the Judge’s view, the giving of an NoR had important consequences.  It starts the running 
of laytime and those involved both in the giving and receiving of such notices are assisted by 
certainty as to whether the notice had been validly given.  If clause 19(a) was prescriptive, it 
conferred certainty.  If it was permissive, it left uncertainty over whether an NoR which was 
given by a method not listed had been validly given.  There was an imperative for treating the 
listed methods as the exclusive list of permitted methods.  

He further considered that there was a common feature in the listed methods, which was 
missing in the case of service of an NoR by email.  The listed methods allowed for a hard 
copy document to be received.  That allowed the document to be signed for receipt or marked 
by the recipient as rejected or claused.  It gave an opportunity for the recipient to comment 
upon the NoR.  Such comments might be of significance when a dispute arose as to the 
validity of the NoR.  In contrast an email will only exist in soft copy form unless printed out by 
the recipient.  Whilst a recipient may print the email and sign for receipt or clause it with 
comments, if so desired, he was not bound to do so.  

This was not, Popplewell J held, one of those cases where the plain language of the clause 
led to such an absurd result that it must yield to some unnatural meaning.   Ultimately the 
Judge’s view was that what mattered was not what would have been in the minds of those 
drafting the clause in the 1990s; what mattered was the intention to be derived from the words 
used by these parties, at a time when these parties were well aware of the existence of email 
as a common method of communication and chose not to refer to it in clause 19(a). 
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Source: http://www.steamshipmutual.com/publications/Articles/PortRussel0613.htm 
 
 
 
Case 3 

 
Claims and Legal Volume 3: Number 1: March 
2011 
DEMURRAGE - FIRST CLAIM SUBMISSION INVALID, SECOND 
SUBMISSION TIME BARRED 
 
The case of The Eagle Valencia [2010] 2 Lloyd’s Rep. 257 (‘The Eagle Valencia’) illustrates 
the importance of complying with clauses in the charterparty which provide that a ‘fully 
and correctly documented’ claim be presented within a certain time frame when claiming 
demurrage. 

In ‘The Eagle Valencia’ the owners sought to claim demurrage which had arisen under an 
amended ShellVoy 5 form with Shell Additional Clauses. In order to claim demurrage, the 
charterparty provided that ‘…any demurrage claim shall be fully and correctly documented, 
and received by the charterers within 90 days after the completion of discharge…’ The 
clause continued that the claim was to be extinguished where such a provision had not 
been met. 

The ship arrived at the load port and tendered Notice of Readiness (‘NOR’). However, at 
the time of tendering NOR, the ship had not received free practique from the local port 
health authority. Free practique was not obtained until nearly two days later. 

The purpose of a NOR is to notify the charterers that the ship has arrived at the 
load/discharge port and‘is ready in all respects’ to load/discharge. The NOR also provides 
the starting point for the calculation of laytime. English law has been reluctant to validate 
an invalid NOR when the ship becomes ready to load/discharge at a later point in time. For 
that reason,when the Master might have concerns over the validity of an NOR, it was 
commented that, 

‘…it is a good working practice in such situations to give notice or readiness and to go on 
giving such notices in order that, when later the lawyers are brought in, no one shall be 
able to say ‘If only the master had given notice of readiness, laytime would have begun 
and the owners would now be able to claim demurrage…’ per Donaldson J in The Timna 
[1970] 2 Lloyd’s Rep. 409 at p. 411. 

In ‘The Eagle Valencia,’ as the Master had concerns over the validity of the NOR tendered 
prior to free practique being granted, a second NOR was tendered without prejudice to the 
first, in case the first NOR was invalid. 

Demurrage accrued and the owners put forward their claim based upon the first NOR. A 
‘correctly and fully documented claim’ was presented to the charterers within 90 days of 
the completion of discharge in respect of the first NOR. However, once this claim had been 
brought to the charterers’ attention, the charterers questioned the validity of the first NOR. 
Consequently, shortly before the trial, the owners put forward an alternative claim based 
upon the second NOR. 

http://www.steamshipmutual.com/publications/Articles/PortRussel0613.htm
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By the time the owners had submitted their alternative claim based on the second NOR 
more than 90 days had passed since the completion of discharge. The second NOR and a 
revised laytime statement were not submitted within this time. 

The Court held that at the very least, the second NOR should have been submitted when 
putting forward owners’ alternative claim, and that, in order for the claim to be considered, 
the time provisions in the charterparty should have been complied with. The owners’ claim 
was thereby rejected as a ‘correctly and fully documented claim’ had not been submitted 
within 90 days from the completion of discharge. 

Source: http://www.britanniapandi.com/en/news_and_publications/claims-and-legal/claims-and-legal-
archive/claims-and-legal-2011/claims-and-legal-vol-3-no-1-mar-2011/index.cfm#b 
 
 
3.4 Conclusions 
 
The shipping cost is not a fixed cost when it comes to the demurrage since there are 
multiple charter party forms to embrace the voyage agreement between Owners and 
Charterers. Each of the charter parties in existence so far, is negotiating the terms to 
be agreed and provides for specific circumstances and under a specific way of 
calculating any cost deriving from that circumstances. 
 
The cases given are indicated cases of how the interpretation of the agreed terms 
diverse from charter to charter and what legitimate direction can be followed. In every 
case, there is an additional cost deriving either from Charterers orders, Owners 
initiative or even act of God situations. The general principle is that ‘the most 
favourable the recap, the lesser the costs for Charterers’ and under this basis, recap 
gets amended and additional clauses are getting agreed in an effort to limit the 
exposure of a voyage. 
 
Nevertheless, the wording indeed matters and is the basic parameter for deciding 
which way the balance tilts in regards to the shipping costs. With regards to the 
comparative study of the various charter parties in the oil industry, Annex 4 is 
reflecting an analytical comparison of the applicable exceptions to laytime57. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

57 Annex 4 Comparison of laytime exceptions 
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Chapter 4. Charterers Passing On the Shipping Cost in the 
Chain 
 
 
4.1 Contract   
 
A trading contract is an agreement between two parties in which a certain quantity of 
oil is purchased/ sold under fixed specifications and at a certain price and location. 
  
Commodities can be traded either physically or financially; under a physical 
transaction, the delivery and the receipt of the cargo is required for the party at a short 
time period after the transaction date (spot) whereas at a financial transaction, the 
party is obligated to deliver/receive the cargo at some time in the future (futures). 
 
A trade contract can be yet a sales or a purchase one, depending on if the party intends 
to sale a cargo or buy one. The cargo delivery is based on the incoterms ruling for 
each sale transaction, analytically referred as below: 
 

i. FAS contract - FAS stands for ‘Free Alongside Ship’. Under FAS contracts, 
the seller is required to deliver the cargo alongside the ship named and the port 
designated in the contract and to notify the buyer that the cargo has been 
delivered under the specifications stipulated (quality, quantity and density 
agreed). The property of the cargo passes to the buyer when the seller delivers 
the cargo alongside the ship. Thereafter, it is the buyer's duty to arrange for the 
contract of affreightment and insurance of the product while in transit. 

 
ii. FOB Contract - FOB stands for ‘Free on Board’. In a FOB contract, the seller 

is required to deliver the cargo on board as named in the contract and at the 
port designated, for the quantity, quality and the density agreed. Thus, the 
seller has to bear all expenses up to and including shipment of the cargo on 
behalf of the buyer, who is responsible for their freight, insurance and any 
subsequent expenses. As soon as the cargo is on board of the ship, the property 
passes to the buyer. The buyer is liable to pay the price even if the cargo is lost 
in transit.  

 
iii. CIF Contract - The words CIF stand for ‘Cost, Insurance and Freight’. A CIF 

contract is a type of contract where the price includes any cost, insurance and 
freight charges imposed for the cargo to be delivered in the destination 
location. Under a CIF contract the seller is required to insure the cargo, deliver 
same to the buyer, arrange for the affreightment and for the financial details of 
the sale (the bill of lading and the insurance policy shall be forwarded along 
with the sales invoice and a certificate of origin to the seller’s bank). “The 
buyer should note that under CIF the seller is required to obtain insurance 
only on minimum cover. Should the buyer wish to have more insurance 
protection, it will need either to agree as much expressly with the seller or to 
make its own extra insurance arrangements”58. The property of the cargo 
passes to the buyer on the delivery of the b/l documents from the bank 

58 http://www.iccwbo.org/products-and-services/trade-facilitation/incoterms-2010/the-incoterms-rules/ 
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involved. The buyer is equally protected as he is called upon to pay only 
against the documents are received which enables him to get delivery of the 
cargo safely. If in the meantime the cargo is lost, the buyer or the seller will 
bear such a loss and depends on whoever is the owner at the time of the loss 
incurred, that can recover refund from the insurer. 

 
iv. CFR Contract – The words CFR stand for ‘Cost and Freight’. Under a CFR 

contract, the price already includes the freight and the cost charges accrued up 
to the port of destination. The risk of loss and the property of the cargo passes 
to the buyer only when the goods are on board of the vessel. 

 
v. DES (ex-ship) and DAP Contracts – ‘DES’ stands for ‘Delivery Ex-Ship’ 

and ‘DAP’ for ‘Delivery at Place’. Under both cases, the seller has to deliver 
the cargo to the buyer at the port of destination. In such contracts the property 
of the cargo does not pass until the actual delivery is occurred. The cargo is at 
the seller's risk during the whole voyage. It is therefore, for the seller to insure 
the cargo in order to protect his interest. The seller is also to pay the freight, or 
release the ship owner's lien. 

 
For good order’s sake, Incoterms are “..trade terms used worldwide to specify seller 
and buyer obligations in shipments against international sales contracts. These terms 
are adopted by the International Chamber of Commerce (ICC) for international 
movement of merchandise. Since they in themselves are not law, they must be 
specified if desired in quotations, sales contracts, purchase orders and commercial 
invoices”59. Incoterms were introduced and published in Paris, in 1936, for the first 
time and were reviewed several times thereafter to their last update form of 2010, 
being in force. 
 
 
4.2 The wording matters - General Terms & Conditions 
 
Contracts, unlike recaps, are reflecting only half the voyage of the vessel; 
subsequently, this fact has as an impact that the contact should also be reflecting half 
the laytime of a recap in approximate numbers. Laytime or time allowance is one of 
the most critical parts of a trade sale/purchase contract and is expressly stipulated in.  
 
Oil cargo agreement is reflecting a trade between two parties of the oil industry such 
as trading houses, refineries and oil companies or even brokerage houses acting on 
behalf of them, under a proper commission. There are also many trading platforms 
specialized in this field, as Platts itself, which is providing day-to-day market 
information and prices, yet a trading guideline of the Market60. 
 
Each one of the parties is subject to the terms agreed within the contract, which are 
binding and absolute. However, in many cases a contract does not cover all the 
potential situations and costs to be incurred thus it is crucial that additional terms are 
in force in order to cover same. Usually, the majority of oil companies has its own 
terms which are called ‘General Terms and Conditions’ and are easily described by 

59 www.nasdaq.com/investing/glossary/i/incoterms#ixzz2xdkX1UaS 
60 https://www.platts.com/IM.Platts.Content/aboutplatts/mediacenter/PDF/intromocoil.pdf 
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the acronym ‘GT&C’s’. Such terms shall be included in the contract whenever is 
possible but are only enforceable where there is no specific wording in the main 
agreement between the parties and as per the industry practice, Seller’s GT&C’s shall 
supersede any other terms unless otherwise has been agreed in written. Cost wise, 
GT&C’s ensure that the demurrage amount deriving to be paid, will be slim, in favour 
of the FOB Seller. Annex 6 provides an example of the General terms and conditions 
that are often used in the oil industry61.  
 
The diversification in contracts can vary depending on the type of the contract and the 
incoterms to apply in; contracts are distinguished in Sales FOB, Sales CIF/CFR/DES, 
Purchase FOB, Purchase CIF/CFR/DES provided which party is drafting same, the 
seller or the receiver and if the delivery takes place in the load port or at the discharge 
port. A product to be sold at load port A under FOB incoterms shall require a Sales 
FOB contract if to be drafted by Seller’s side. In case that the sale is under a CIF/CFR 
or even DES incoterms, the product will be shipped and delivered at the designated 
port of destination B, incurring extra costs due to the shipment62. 
 
The main points that are dealt within the contracts and the GT&C’s, where the 
demurrage is affected, are the following: 
 

• Laydays/ Delivery dates 
• Time allowance (laytime) 
• Exceptions and interruptions to laytime and demurrage 
• Nominations 
• Demurrage rate 
• Time bar and supporting documentation 

 
Laydays or delivery dates are the days specified in the contract during which the cargo 
shall be ready to be lifted/discharged at the designated port. The delivery period 
usually constitutes a five (5) day window which shall be narrowed down to a three (3) 
day window according to the Platts rules63. Although the commencement of laytime 
gets triggered on dependence to the vessel’s valid NOR has been tendered, when 
vessel arrives at port within the contractual delivery period laytime may commences 
upon vessel’s all fast at dock, if same is earlier.    
 
The majority of oil companies contracts, similar to a recap terms, are expressly 
clarifying that laytime shall not commence before 0600 hrs on the first day of 
Laydays or upon vessel’s all fast/ commencement of operations, in case of ship’s 
early arrival prior the dates. In case of vessel’s arriving within dates, laytime shall 
commence six hours later of the NOR is given or at all fast/commencement of 
operations, whichever is earlier. At last, when vessel’s arrival is consequent to the 
delivery period agreed, laytime get triggered on NOR+6hrs or upon all fast 
/commencement of operations or even 36hrs after a valid NOR has been tendered, 
depending on the agreement and the GT&C’s provided. 
 

61 Annex 6 Example of GT&C’s 
62 Annex 5A Sample oil contract, CIF and Annex 5B Sample crude contract, FOB 
63 http://www.datawatch.ze.com/fossil-fuels/platts-to-change-jet-cif-nwe-cargo-assessment/ 

                                                

http://www.datawatch.ze.com/fossil-fuels/platts-to-change-jet-cif-nwe-cargo-assessment/
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Time allowance (laytime) is the fixed period of free time for loading or discharging 
operations and is usually reflecting half the c/p allowance for 24, 36 even 72 hours or 
shall be calculated basis the quantity shipped for the party (in a prorated basis when 
concurrent deliveries apply) and certainly will be expressly stipulated in the 
contractual agreement. The free time has been compensated to the sellers via the 
cargo invoice and is always included in the cargo price. 
 
Laytime continues to run until operation performance has been completed to the 
vessel’s hose disconnection. However, alike to the most of the charter parties, 
contracts also allow a fixed time for the necessary documents to be placed on board, 
being 2 or 3 hours top.  
 
Exceptions and interruptions to laytime and demurrage comprise all the excepted 
periods and those periods that laytime ceases, as stated in a contract or the GT&C’s, 
excluding the involved parties either from being liable partially or completely.  
 
Some popular exceptions/interruptions are the vessel’s shifting from the anchorage to 
the berth, the adverse weather state, delays for pilots/tugs/tide/daylight restriction and 
free pratique to be granted, vessel’ s bunkering/ballasting operation and any vessel’s 
breakdown to be incurred. The aforementioned operations and delays reduce the 
laytime and/or the demurrage to one half, only when same were not consistent with 
any loading or discharging operation and provided that the berth was available during 
that period and the cargo was ready to be loaded /discharged. 
 
Nominations are notices to be given by the Seller/Buyer within 14 to 3 days prior the 
delivery dates and in accordance with the contractual terms, compulsory specifying: 
vessel’s name and capacity, quantity to be loaded/discharged for the party and the 
delivery date range of the product. In some cases and when the nomination procedure 
is not properly followed, any demurrage costs deriving for such a delay are to be born 
by the party caused them and laytime is deemed to commence at vessel’s all fast or 
upon commencement of operations. 
 
Demurrage rate is the agreed rate under which the vessel has been hired for a spot 
voyage. Mainly, is expressly stated in the contract and either shall be the recap rate or 
can be a special agreed proportion of it (particularly when concurrent deliveries are in 
force for several counterparties). When no demurrage rate shall be established, market 
rate for the applicable size of the vessel is in force or same to be calculated basis Afra 
rates64. 
 
Time bar is the deadline that a party has to submit a written claim for demurrage, and 
any such claim is deemed waived and absolutely barred when same is overreached. 
Same as in recap clauses, provisions in the sale contracts also require submission of 

64 “Commissioned originally by one of the oil majors as a sophisticated indicator of freighting values 
for its affiliated companies, AFRA results have been published by the London Tanker Brokers’ Panel 
continuously since 1954. There are unique in being the only assessments of their kind to be recognized 
by taxation authorities as an acceptable method of charging freight between affiliated companies of 
multinational groups. Afra is used… to access the freight element in various types of oil sale 
agreements”. Source:http://wiki.answers.com/Q/What_are_average_freight_rates_assessment?#slide=9 
 
 

                                                

http://wiki.answers.com/Q/What_are_average_freight_rates_assessment?%23slide=9


                        CHARTERERS PASSING ON THE SHIPPING COST IN THE CHAIN                 N        39 

the demurrage claims within specified periods of time however it is not always as 
obvious to find. Sometimes a time bar reference can be lying inside the contract or in 
the GT&C’s prevailing or even not to be stated at all; time bar will be expressly 
stipulated as for 45, 60, 90 or 180 days. Sometimes, there is a wording incorporated in 
the contract for “demurrage as per charter party terms and conditions” which is 
misconceived to be referring to the time bar clause, however it only links to the 
demurrage and laytime calculation and shall not be confounded at any circumstance.  
 
Supporting documentation includes all the necessary copies of documents that 
substantiate each and every part of the demurrage incurred for the party being liable 
for demurrage. The main documents comprising a demurrage claim are: the certificate 
of Notice of Readiness (NOR), the statement of facts (SOF) showing exact timings for 
the loading/discharging operation, any letters of protest (LOP’s), ship’s pumping logs 
showing average psi pumping pressure, the demurrage calculation sheet, a copy of the 
recap and the bill(s) of lading showing exact quantities lifted in a part-cargo delivery. 
Provided who the claimed party is, additional supporting documents may be required 
i.e. ship’s ETA’s and Owners invoice (in cases that it is clearly stated that the 
demurrage amount shall be not exceeding the one payable to the Owner). As a proof 
of validation of ship’s documents (NOR, LOP, SOF and pumping logs), it is 
necessary to be stamped and signed by the Master, the terminal and the Agents 
appointed at each voyage. 
  
Examining the non-demurrage costs under a delivery chain between the parties, it is 
not obligatory that each party bears the same liability down the chain. This is to be 
defined solely based on the contractual agreement between the parties and any 
additional terms being in force each time. For example, when a ship is ordered to 
deviate from A to B port through a C destination, the extra steaming, the extra 
bunkers and any additional port costs to be incurred are for Charterers’ account 
(which in a chain case are the Sellers) but almost rare, are for Buyers’ account who 
are buying basis delivered cargo under a CIF/CFR or DES contract with a subsequent 
sale date of the date that the deviation incurred.  
 
At any case and if a deviation liability derives for the Buyer (due to buyer’s alteration 
of the port of destination), a non-demurrage claim shall be submitted within the time 
frame which the contract or the implied GT&C’s dictate and with all the supporting 
documentation enabling the party to calculate his side. 
 
 
4.3 Legal Cases/ Articles 
 
Case 1 

Use of the Term 'Laycan' in an FOB Contract Delivery Clause  
Stuart Shepherd, November 08 2006 

Following the Azur Gas Case (for further details please see "Commercial Court Rules 
on Validity of ETA"), the Commercial Court has again considered the meaning of the 
word 'laycan' in a free on board (FOB) contract delivery clause. 

 

http://www.internationallawoffice.com/directory/biography.aspx?r=20424
http://www.internationallawoffice.com/Newsletters/Detail.aspx?r=13294
http://www.internationallawoffice.com/Newsletters/Detail.aspx?r=13294
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Facts  

In the present case ERG contracted to sell to Chevron FOB ISAB refinery Northside 
Priolo Terminal 30,000 metric tons of gasoline (plus or minus 10% at Chevron's 
option). Clause 7 of the delivery provision stated as follows:  

"FOB ISAB Refinery Northside (Priolo Terminal - Augusta Bay) in a single lot 
by M/T TBN/subs to be nominated by buyer and to be acceptable to seller in 
the period from May 27 2004 to May 30 2004. Buyer will narrow such period 
to a two-day laycan latest by May 21 2004 by close of business Italian time."  

Chevron subsequently nominated a vessel, the Luxmar, and narrowed the laycan to 
May 29 or 30. The ship arrived at Priolo at 10:00am on May 28 and gave notice of 
readiness. However, the cargo was not ready because of problems at the plant and was 
not ready by the end of the laycan period. By June 3 loading had still not commenced, 
but cargo in two of the three shore tanks had been tested and found to meet 
specification. Chevron was informed on June 3 that the vessel would probably berth 
on June 4. However, after a failed attempt to renegotiate the contract price, Chevron 
informed ERG that it accepted ERG's alleged failure to commence loading as a 
repudiatory breach of the sale contract, which it declared to be terminated. 

ERG commenced proceedings against Chevron for damages on the basis of its alleged 
wrongful termination of the contract. ERG's case was simply stated. It said that 
Clause 7 obliged Chevron to present a vessel at Priolo within the narrowed laycan 
range of May 29 to 30, in which event ERG was obliged to load the vessel within the 
laytime specified in the contract (36 plus six hours) or pay demurrage, if any, in 
accordance with the demurrage clause in the contract. ERG claimed that it had no 
other delivery obligation; Chevron had had no right to terminate the contract as it had 
purported to do on June 3. 

Chevron's case was more complex. In essence, it claimed that Clause 7 imposed a 
period within which ERG was bound to deliver the cargo - the clause was a delivery 
clause and was headed as such. However, Chevron recognized that the precise effect 
of the clause was susceptible to debate; it was open to question whether the clause 
meant that:  

• the cargo had to be loaded - in the sense that loading had to be completed - 
within the delivery period (ie, by midnight on May 30);  

• delivery had to commence within such time as would ordinarily permit 
delivery to be completed no later than May 30; 

• delivery had to commence no later than May 30; or  
• delivery had to be completed within the laytime period.  

Chevron's counsel acknowledged that 'delivery' would normally mean completed 
delivery; his primary submission therefore favoured either the first or the second 
interpretation. However, he also acknowledged that reading the clause together with 
the laytime clause might be more consistent with the third and fourth possibilities, 
which might "make more sense given the general commercial background". Further, it 
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appeared that Chevron's own witnesses had difficulty with the first two constructions 
and favoured the third. 

Decision  

The judge referred to and quoted from Justice Christopher Clark's judgment in the 
Azur Gas Case, making particular reference to his comments on the meaning of the 
term 'laycan'. It appears that Chevron did not take issue with the normal meaning; 
rather, it contended that, having regard to the heading of the clause and the reference 
to the period from May 27 to May 30 in the first paragraph, the clause provided for a 
delivery period. Further, despite the use of the word 'laycan' in it, the second 
paragraph was intended to narrow the delivery period provided for in the first 
paragraph. Chevron also contended that it would be most unusual for the contract to 
contain no delivery stipulation. The judge agreed that this might be the case, but 
considered that such a stipulation could not be created if it did not exist as a matter of 
construction - the judge found that it did not. In his view, the words 'narrow such 
period' plainly referred to the period in the first paragraph, which was described as a 
laycan. "A delivery period cannot be narrowed to a laycan any more than a pea can be 
narrowed to a bean," he said. 

The judge accepted ERG's construction of the clause, despite the fact that this meant 
that the contract contained no delivery period within which ERG was obliged to 
deliver the cargo. He considered that, in the circumstances of the case, Chevron would 
have been entitled to walk away from the contract only in the event of a 'frustrating' 
period of delay (ie, a delay sufficient to amount to frustration of the contract). 
Therefore, Chevron was in repudiatory breach by virtue of its wrongful termination of 
the contract and ERG was entitled to damages. 

Comment  

It is unclear whether the parties in this case recognized that the use of the word 
'laycan' in the delivery clause meant that there were no time constraints on the seller 
in terms of making the cargo available at the load port. Further, although it was not a 
point at issue in this case, it may be difficult to proscribe an FOB buyer's obligation to 
put in a ship to load a cargo in terms of a laycan. For example, is the buyer in breach 
if its nominated ship fails to meet the laycan? If the position were to be considered 
with regard to owners meeting laycan under charters, the answer would be no - at 
least, not automatically no. 

Source: http://www.internationallawoffice.com/newsletters/detail.aspx?g=a2a041f5-626b-db11-a275-
001143e35d55 
 
 
 
 
 
 
 
 
 
 

http://www.internationallawoffice.com/newsletters/detail.aspx?g=a2a041f5-626b-db11-a275-001143e35d55
http://www.internationallawoffice.com/newsletters/detail.aspx?g=a2a041f5-626b-db11-a275-001143e35d55
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Case 2 

Thai Maparn Trading Co Ltd v. Louis Dreyfus Commodities Asia Pte Ltd [2011] EWHC 2494  

 

The background facts 

This was an appeal by the Sellers (Thai Maparn Trading) under S. 69 Arbitration Act 1996 (error of law) 

against two arbitration awards issued by the GAFTA Board of Appeal. 

The dispute arose out of two FOB contracts for the sale of rice based on GAFTA Form 120. In both 

cases, the GAFTA Board had upheld the first tier GAFTA awards that the Sellers (Claimants in the 

appeal) had repudiated the contracts by making it clear to the Buyers (Louis Dreyfus, Defendants in the 

appeal) that they did not and would not have cargo available to meet the vessel nominated in each case 

by the Buyers. The GAFTA Board held that these repudiations amounted to a default under Clause 23 

of GAFTA 120 and that the Buyers were, therefore, entitled to damages assessed as at the date of the 

Sellers' default. In both cases, the Sellers had tried (and failed) to argue that the Buyers had given short 

notice of the arrival of the vessel, which was non-contractual, thus entitling the Sellers to reject the 

nominations. 

The contractual provisions 

Both contracts stipulated loading terms that required the Buyers to give a minimum of 7 working days written 

pre-advice of the vessel's ETA and for NOR to be tendered in writing during normal business hours. The 

relevant terms of GAFTA 120, as incorporated into each of the two contracts, provided as follows: 

· The Buyers were to serve not less than a certain number of consecutive days notice of the name and 

probable readiness date of the vessel and the estimated tonnage required. Provided that the vessel was 

presented at the loading port in readiness to load within the delivery period, the Sellers should, if necessary, 

complete loading after the delivery period. Any notice received after 16.00 hours on a business day would be 

deemed to have been received on the business day following (Clause 6 - Nomination of vessel). 

· Notification of the vessel's readiness to load at the port of loading was to be served on the Sellers at their 

office at the port between certain specified hours (Clause 10 - Loading). 

· If either party defaulted in fulfilling the contract, the damages payable were to be based on, but not limited to, 

the difference between the contract price and either (a) the default price obtained by the innocent party by 

selling to or purchasing from an alternative supplier; or (b) the actual or estimated value of the goods on the 

default date (Clause 23(c) - Default). 

The findings of the GAFTA Boards of Appeal 

In each case, the Buyers nominated the vessels under the contracts, at the same time giving their written pre-

advice of the vessels' ETAs, but then called on the Sellers to bring the cargo alongside the vessels on dates 
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that were before the requisite 7 working days notice periods would expire. However, the nominations of the 

vessels were valid in all other material respects. 

In response to the nominations, the Sellers responded with messages that stated, in respect of the first cargo, 

"we are not ready with cargo and printed bags, and hence, we cannot accept your above nomination" and, in 

respect of the second cargo, "we regret, with due respect, due to unavailability of goods and printed bags, we 

cannot accept [your nomination]". In neither case did the Sellers state that their rejection of the nomination 

was because they regarded the nomination itself as invalid. 

The Boards of Appeal held that the short notice in both cases was insufficient to entitle the Sellers to reject the 

nominations, since they could instead have simply accepted the vessels when the 7 working day periods 

expired. 

Against this background, the GAFTA Boards held that the Sellers' responses to the Buyers' nominations and 

pre-advice of ETAs were in anticipatory repudiatory breach of contract, entitling the Buyers to accept the 

repudiation and bring the contracts to an end. The arbitrators took the day after the date of the Sellers' 

message that constituted repudiation in the case of each contract as the default date for the purposes of 

calculating damages. 

The Sellers appealed to the Court. 

The Commercial Court decision 

Mr Justice Beatson disagreed with the Sellers' counsel that the contractual requirement of "minimum 7 

working days written" prior notice of the nominated vessels' ETA was a condition precedent to the Sellers' 

obligation to provide and load the cargo. He also rejected the contention that the short notices were invalid 

and of no effect, because this would wrongly assume that the obligation in the contracts to provide the cargo 

after the tender of valid NOR depended on 7 days notice of the vessels' ETA. In fact, the notice of ETA was 

only an estimated time of arrival and the vessel might well arrive before the expiry of the period stated even if 

at the time it was given it was anticipated that she would arrive more than 7 days later. 

So far as triggering the obligation to load the cargo - and for the purposes of laytime and demurrage - time 

would, prima facie, start to run when the NOR was given because it was the NOR that triggered the obligation 

to load and the running of laytime. However, as the Boards found, on a proper construction of the contract the 

obligation to load and the running of laytime would not commence on the date of the NOR if the NOR was 

tendered before the expiry of 7 days from the nomination, because the Sellers were entitled to be given 7 days 

notice to have the cargo available for loading. In such case, time would begin to run from expiry of 7 days after 

the notice. 

The judge distinguished this matter from Bunge v. Tradax [1981] UKHL 11 because there the breach 

consisted not of giving less than the requisite number of days' notice, but of giving notice after the last date on 

which it could legitimately be given, because the required 15 days notice in that case would have ended after 

the last contractual date of shipment. 
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The judge saw no reason to criticise the GAFTA Board's findings that the Sellers' messages were repudiatory, 

based on the evidence before them. Regarding the date of default, the judge referred to Toprak v. 

Finagrain[1979] 2 Lloyd's Rep 98, where it was held that the date of default in an equivalent GAFTA default 

clause was the date of the breach and not the date on which the breach was accepted as repudiatory by the 

other party. He rejected the argument that, as long as the contracts remained open for performance because 

the Buyers had not stated they were treating the contracts as repudiated, then only nominal damages were 

claimable. 

Comment 

This case illustrates that the courts will look at the substantive purpose of the obligations to give notice of 

nominations and will not permit technical points to be used to invalidate otherwise valid nominations. It also 

offers a lesson that when responding to such notices, whether valid or not, the receiving party needs to 

choose its words extremely carefully so as not to appear to be itself refusing to perform the contract – and 

thereby risk putting itself in default. 

Source: http://incelaw.com/ourknowledge/publications/does-short-notice-of-nominated-vessels-eta-
invalidate-the-notice 
 
 
Case 3 

Court rules on issues of contract interpretation and 
measures of damages in contract for the sale of fuel oil 
BY ALEXANDRA ALLAN ON JANUARY 8TH, 2014POSTED IN CASE 
LAW, CONTRACTUAL ISSUES 
 
Galaxy Energy International Ltd v Murco Petroleum Ltd (M/V “Seacrown”) [2013] 
EWHC 3720 (Comm). 
 
The Claimant buyer claimed against the Defendant seller for alleged late delivery of a 
cargo of fuel oil. The contract stated that the cargo was to “be delivered … in one lot 
… during period 15/17 January 2012”. It was common ground that the cargo was not 
delivered by 17 January 2012. However, the Defendant argued that the contract 
contained a term extending delivery, and alternatively contested the construction of 
the contract. The Defendant also, if found liable, disputed the damages claimed. 
 
The terms of the contract 
On 4 January 2012, representatives from the Claimant and Defendant spoke and 
agreed terms for the sale. Subsequently, the Defendant sent a confirmation email 
containing slightly different terms, including at the end of the delivery provision the 
words “plus such extension to that period as is required by the seller to effect or 
complete delivery”. The Claimant said it would revert “in due time”. 
A week later, the Claimant sent a message deleting some of the terms, including the 
additional delivery wording. They required the Defendant to confirm their agreement, 
with silence to be taken as agreement. The Defendant recorded its agreement 

http://incelaw.com/ourknowledge/publications/does-short-notice-of-nominated-vessels-eta-invalidate-the-notice
http://incelaw.com/ourknowledge/publications/does-short-notice-of-nominated-vessels-eta-invalidate-the-notice
http://www.shiplawlog.com/2014/01/08/court-rules-on-issues-of-contract-interpretation-and-measures-of-damages-in-contract-for-the-sale-of-fuel-oil/
http://www.shiplawlog.com/2014/01/08/court-rules-on-issues-of-contract-interpretation-and-measures-of-damages-in-contract-for-the-sale-of-fuel-oil/
http://www.reedsmith.com/our_people.cfm?cit_id=28721&widCall1=customWidgets.content_view_1
http://www.shiplawlog.com/case-law/
http://www.shiplawlog.com/case-law/
http://www.shiplawlog.com/contractual-issues/
http://www.bailii.org/ew/cases/EWHC/Comm/2013/3720.html
http://www.bailii.org/ew/cases/EWHC/Comm/2013/3720.html
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internally, but did not communicate anything to the Claimant, and proceeded with the 
deal. 

The Claimant fixed a vessel, which tendered NOR at the loadport on 13 January. The 
vessel was delayed in berthing, and did not do so until 20 January. The Claimant 
claimed damages for late delivery of the cargo. In response, the Defendant argued that 
the Claimant had accepted delivery, so its rights were limited to a claim for 
demurrage, not damages for late delivery. 

Issues 
The Court considered the following issues: 

1. whether the term as to extended delivery was incorporated into the contract; 

2. whether the provision for delivery “during period 15/17 January 2012” was 
concerned only with the arrival of the nominated vessel, and so was a laytime 
provision, rather than providing the latest date for delivery; and 

3. the correct measure of damages. 

Judgment 
The Court held as follows: 

1. There was an “agreement if not a final concluded contract” made during the 4 
January conversation. The extended delivery provision was not subsequently 
incorporated into the agreement between the parties. The Defendant knew that this 
had not been accepted, and at no point did the Claimant act in a way which could 
amount to acceptance by conduct. 

2. On an interpretation of the contract as a whole, the provision for delivery was not a 
laytime provision. The position may have been different if the contract had provided 
for an extended delivery period in which a specific shorter laycan period needed to be 
mutually agreed. 

3. Damages were to be assessed on the basis of market value, and the Court was 
required to determine the market value at the date of the seller’s breach. The best 
approach to take was to base this determination on a spread of Platt’s figures, rather 
than the quoted figure for the relevant day. Platt’s is the best measure currently 
available of daily prices, and trades in the market are more likely to be based on a 
spread of Platt’s figures than on the quoted figure for a particular day. 

Comment 
This case first highlights the potential issues where a contract is agreed in a 
combination of telephone calls and correspondence, as is often the case with shipping 
and trade contracts. Depending on when certain messages are sent, and when steps are 
taken to perform the contract, this can lead to disputes as to the precise terms. 

The Court’s approach to interpretation of the contract makes clear that clauses will 
not be interpreted in isolation. Rather, they will be considered in the context of the 
contract as a whole. 

As regards the measure of damages, the Court took a commercial approach. It based 
the assessment on the values which would be used by the market, rather than a figure 
which although it may have been quoted on the day of the breach, may not in fact 
reflect the value of a trade agreed on that day. 
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Source: http://www.shiplawlog.com/2014/01/08/court-rules-on-issues-of-contract-interpretation-and-
measures-of-damages-in-contract-for-the-sale-of-fuel-oil/ 
 
 
4.4 Conclusions 

 
The obligation of paying demurrage and non demurrage liabilities is absolute and 
grounded basis the sale contract terms agreed. Demurrage is not to be treated as an 
indemnity and shall cover the amount payable to the Owner for such a loss but no 
higher.  
 
Controversially, if the contract allows it, a profit is easily made on claimant’s end. At 
this point, everything lies on the terms agreed once again which might favour against 
a charter party or another contract as the cost is going forward on a trading chain. In 
the instance that the Charterer paid demurrage to Owners under a laytime of 36 hrs for 
only the disport operation, when selling the cargo to his Buyer for a laytime of 24 hrs 
(having all other provisions as per charter party terms), has an eight (8) hour pure 
demurrage profit out of it.  
 
The cases given are indicative of the core module than an oil industry is driven on and 
reflects the clauses interpretation variety in existence. 
 
The shipping cost is passed on the chain to the final receiver, through the demurrage 
and the non demurrage cost implemented in each instance, forming the product prices 
to its distribution ones. Contract samples for oil and crude shipment are included in 
Annex 5, for a CFR and an FOB trade respectively65. 
 

65 Annex 5 Sample Oil contract/Crude contract 
                                                

http://www.shiplawlog.com/2014/01/08/court-rules-on-issues-of-contract-interpretation-and-measures-of-damages-in-contract-for-the-sale-of-fuel-oil/
http://www.shiplawlog.com/2014/01/08/court-rules-on-issues-of-contract-interpretation-and-measures-of-damages-in-contract-for-the-sale-of-fuel-oil/
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Chapter 5. Charter party and Contractual Disputes 
Resolution 
 
 
5.1 Lost in the translation; “The dos and the dont’s list 
 
Taking into consideration that there is a great variety of charter parties and contracts 
forms - also including the additional terms agreed between Owner and Charterer, 
Seller and Buyer – it is almost unavoidable that misperceptions accrue often. While 
‘searching in the rabbit hole’ under a disputable case, should always have in mind the 
following dos and don’ts that are serving as a precaution measure: 
 
• Do choose partners carefully. 
As well as in every part of the business world, Owners or trading partners shall have 
credibility. Even if it refers up on a well-known Owner or a brand oil company, any 
interaction shall always be based on the security that the vessel/cargo will be at port 
within the agreed dates and that any demurrage/non demurrage expense will be well 
and authorized submitted (if owner) or recovered (if trading party). 
 
• Do not process any payments prior reviewing and analyzing each cost. 
It is up to own calculating method and analysis of an expense received to determine 
whether such an expense is applicable, well substantiated and accurate basis the 
contractual circumstances. Freight or a demurrage/non demurrage cost cannot be 
reimbursed prior to vessel’s completion of voyage or prior the occurring cost is 
properly billed.  
 
• Do make sure unequivocal clauses are incorporated. 
Explicit wording in the recap/contract saves up time from potential disputes and 
losses. There so many variations of clauses which are unfortunately open to various 
and different interpretations thus it is crucial that any agreement made shall be 
reflected accordingly in written in order to be exercised diligently.   
 
• Do not take as granted any arguments to be used against claims from the Owner 

or the party. 
In the majority of the industry, the most arguments in a dispute are not well-founded 
or at a closer look of the relevant provisions are revised or just being superseded by a 
divergent wording. There is still the special case where a verbal agreement has been 
made on Chartering’s or Trader’s level and yet it is not reflected in the recap/contract, 
however is fully enforceable due to commercial reasons. 
 
• Do have awareness of the additional terms or GT&C’s agreed and of any 

potential addendums. 
Whether the recap or the contract shall have any revisions, it is the last version of it 
that is in force; shall be very careful that any calculations or arguments are based in 
the correct document reference. Nevertheless, when dealing with a trading party, it is 
wise examining which GT&C’s are incorporated in the contract and of which year 
and grade; it is not a given fact that the party shall have its own GT&C’s agreed, i.e. a 
sales contract of Murco Petroleum might implies the BP GT&C’s 2007 and not the 
Murco ones.    



                                   CHARTER PARTY AND CONTRACTUAL DISPUTES                            N                                        48 

 
• Do not ignore claims or responses received. 
The consequences of letting outstanding cases unreplied are numerous, besides the 
fact that it is unprofessional and creates a bad image for the company and oneself; 
claims are pilling up, Owners/brokers/parties are chasing for their claim’s resolution, 
facing the risk of deteriorating the commercial relationship between the parties, facing 
the risk of legal action to be taken from Owners/party’s side, facing the risk of a 
demurrage loss (some charter parties may incorporate an explicit time bar clause of 
Charterer’s reply for negotiating the claim amount). 
 
• Do make sure that nomination and voyage orders are properly sent out and on 

time.  
Operators must nominate a vessel/cargo and deliver the voyage orders within a 
specific notice period which is always stated in the agreement being in force. Unless 
this provision is fulfilled, major demurrage loss is to be faced due to unnecessary 
vessel delays. At any case however, it would be cost-wise to bear awareness of a 
nomination procedure failure, estimating the exact exposure incurred. 
 
• Do not use controversial language and pointless arguments. 
The more simple the language used is when a thesis is grounded towards a case, the 
easier a claim shall be resolved. Avoidance of unsubstantiated arguments is highly 
recommended whereas it is crucial to get into the point and do not fluctuate in ones 
statements. In cases of doubt or unwillingness from the other side to reach a 
resolution, it is preferable to address to a legal advisor or an arbitrator. 

 
• Do keep the provisions identical when buying and selling the same cargo. 
Provisions of a sales FOB contract can be easily transferred into a purchase FOB one 
by incorporating the extra clauses from the first to the last (same can apply for a 
charter and a subcharter). The same GT&C’s shall be also binding both of the 
contracts under which a back-to-back deal is traded. However, it is rather impossible 
to have the same provisions of a back-to-back contract with a charter party even if the 
wording ‘demurrage as per charter party terms and conditions’ is stated, since at a 
sales contract there is always deductions imposed according to the GT&C’s that do 
not apply in a recap. 
 
 
5.2 The ‘b2b’ philosophy 
 
In the shipping industry, there are back-to-back contracts and back-to back charters. 
The key of a ‘b2b’ trade or charter is to keep the terms of two contracts/recaps 
identical by incorporating the favourable provisions to both of the documents 
unchanged. 
 
The main issue being compromised in this philosophy is to eliminate any potential 
losses and risks. Specifically, the act of keeping terms and provisions identical 
between the contracts or the charters usually refers to the kind of clauses that are 
dealing with costs such as laytime and demurrage, non demurrage and freight issues. 
 
Analytically: 
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“Back-to-back contracts are two documents with matching terms and conditions. 
Their purpose is to enable one of the parties to a contract, to contract with a third 
party on the same terms, and hence without any loss of protection”.  
 
Likewise: 
 
“Back-to-back charter is a contract between a charterer and a sub-charterer whose 
terms and conditions are identical to the contract, known as the head charter, 
between the charterer and the ship owner. The purpose of agreeing identical terms is 
to ensure that any money for which the charterer may be liable to the sub-charterer... 
is recoverable for the ship owner”66.  
 
In fact, adopting this way of treating with the contracts or the charters seems more 
ideal than it actually is. Too much reliance on the trade or the voyage under the 
certainty that no risks are involved in, might be proved to be a severe mistake. 
Additionally, must be further ensured that any additional terms or GT&C’s are also 
applying in all the cases and that any theoretical cost possibility has a clear wording 
impact.    
 
 
5.3 Commerciality & Leverage 
 
Since some of the principal methods of avoidance or even prevention of the potential 
loss have been described so far, it is fruitful that some strategic methods on dealing 
with it are also underlined; such strategies are the trading commerciality and the 
leverage. 
 
Trading commerciality or the art of ‘making trading commercial decisions’ is “the 
technique of reducing  the forgoing one or more desirable outcomes in exchange for 
increasing or obtaining other desirable outcomes in order to maximize the total 
return or the effectiveness under given circumstances”67. 
 
In simple words, in the oil industry and more specifically in the trading business field, 
sometimes a cost is diminished or even not recharged at all due to a higher level’s 
decision (administrative decision) in order to negotiate commercially another higher 
cost which may lucks validity or just for preserving a good relationship -between the 
parties or the Charterers and the Owners. Similarly, when a dispute arises between the 
parties or the Charterer and the Owner, an amicable way of resolution can be 
established by splitting the cost in half. This is a very widely used method nowadays 
and is always worth to try with. 
 
Leverage, on the other hand, is a party’s positional advantage towards its liabilities to 
other parties within the trading business. It can be also described as 

66http://books.google.gr/books?id=sRqk-
NfgEY0C&pg=PT15&lpg=PT15&dq=back+to+back+shipping+contracts&source=bl&ots=cQ0iDtf1H
t&sig=zQGnwZpyc5-
Y9gEfFU2jqMWPzfQ&hl=en&sa=X&ei=7zNFU5P0AYjf4QT03IDAAg&redir_esc=y#v=onepage&q
=back%20to%20back%20shipping%20contracts&f=false 
Source: Dictionary of Shipping Terms, 6th Edition 
67 http://www.businessdictionary.com/definition/tradeoff.html#ixzz2yYyKF3kY 
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http://books.google.gr/books?id=sRqk-NfgEY0C&pg=PT15&lpg=PT15&dq=back+to+back+shipping+contracts&source=bl&ots=cQ0iDtf1Ht&sig=zQGnwZpyc5-Y9gEfFU2jqMWPzfQ&hl=en&sa=X&ei=7zNFU5P0AYjf4QT03IDAAg&redir_esc=y%23v=onepage&q=back%20to%20back%20shipping%20contracts&f=false
http://books.google.gr/books?id=sRqk-NfgEY0C&pg=PT15&lpg=PT15&dq=back+to+back+shipping+contracts&source=bl&ots=cQ0iDtf1Ht&sig=zQGnwZpyc5-Y9gEfFU2jqMWPzfQ&hl=en&sa=X&ei=7zNFU5P0AYjf4QT03IDAAg&redir_esc=y%23v=onepage&q=back%20to%20back%20shipping%20contracts&f=false
http://www.businessdictionary.com/definition/tradeoff.html%23ixzz2yYyKF3kY
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“the ability to influence a system, or an environment, in a way that multiplies the 
outcome of one's efforts without a corresponding increase in the 
consumption of resources. In other words, leverage is the advantageous condition of 
having a relatively small amount of cost yield a relatively high level of returns”68. 
 
Let us assume now that company’s Y liabilities towards a company X are summing 
up to $ 50,000, for claims outstanding of the same year. Company X has unpaid 
claims towards the Y company which stand for $ 30,000 and remain unsettled for 5 
years. Company Y, although that owes more, can use the leverage that her claims 
stand unpaid for more years and until they get settled no payments will be made her 
end. That seems to be an extensively used and persuasive method of resolving old 
disputes by putting an extra pressure to the party you interact with. 
 
 
5.4 Arbitration/Meditation and Court proceedings 
 
Having not achieved the wanted result by exploiting the aforementioned methods, a 
dispute can always be resolved by taking the necessary legal steps. It is the least 
favourable and the last preferable option, given the fact that is highly cost and time 
consuming, however occasionally it seems unavoidable. There are also introduced the 
Alternative Dispute Resolution (ADR) procedures, the Arbitration and the Meditation 
methods. 
 
Arbitration is the friendliest out of the three ways described here and prerequisites 
that a relative provision lays within the recap or the sales contract. Under this method, 
a dispute shall be resolved outside courts but with the interference of the parties’ 
respective lawyers. “The arbitral tribunal’s decision can be final and binding or non-
binding, depending on the rules of the arbitration, which are usually set in advance by 
the parties themselves, by the court, or by law or contract”69. It is quite possible 
though that an oral hearing arbitration should cost more that the equivalent High court 
proceedings. Usually arbitrations are done as per LMAA rules (when London 
arbitration applies) and the set of conditions that the Act provides70.  
 
In Meditation, a decision is not imposed on the parties but this method rather refers to 
a voluntary process where both sides agree to use a neutral mediator who shall 
facilitate an acceptable settlement based on a middle ground to take place. Mediations 
can be either formal, represented by the involved parties and their lawyers at a fixed 
meeting place or can be informal, arranged from the mediator by the use of an email 
account while each party stays in its own premises without the obligation of any 
physical meeting. When all the arguments are examined, the mediator indites his 

68 http://www.businessdictionary.com/definition/leverage.html#ixzz2yrA1MbYP 
69 http://maanigeria.org/wp-content/uploads/2013/09/Emerging-Trends-in-Enforcement-of-Maritime-
Arbitration-Awards-and-ADR-Settlements.pdf 
70 “Arbitrations in London are conducted under the Arbitration Act 1996. The LMAA Terms are the 
terms on which LMAA members usually accept arbitration appointments in maritime cases. Where the 
members of the tribunal accept the appointment on such terms they therefore apply to and govern the 
procedure adopted in the arbitration reference. The Terms have been altered from time to time and the 
current version is the LMAA Terms (2012)”.  
Source: http://www.lmaa.org.uk/about-us-Introduction.aspx 
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evaluation.  “A mediator's evaluation is simply that and nothing more; it is not binding 
upon the parties unless the parties agree to the contrary”71.  
 
Court proceeding is the most expensive and time consumable way of following and its 
results are binding and automatically published from the Court, serving as an example 
case for similar disputes.  This method also requires a recap or a contractual provision 
to be in force, in order to apply as an option.  
 
The results of arbitration or a meditation’s may not immediately end the dispute 
between the parties, especially when it comes to collecting payment from the losing 
party. Unlike High Court binding decisions, the majority of arbitral awards and 
meditation results are implemented without recourse to any enforcement procedure.  
Whilst they can easily be confirmed as a court judgment, then can be used for 
collecting any payment imposed on the losing party through a judicial enforcement 
and in lieu of the contract on which the mediation and award were based.  
 
 
5.5  Conclusions 
 
Due to the numerous charter parties yet the contractual clauses being in existence in 
the oil industry as well as due to the ‘big money’ lying in the table, arguments and 
disputes are expected and are arising very often. Some methods to eliminate any 
potential disputes are the continuous negotiations even if it has to be done on a higher 
level scale (from the management board or the chartering/ trading desk) and the 
grounded arguments, sometimes substantiated by a published legal decision which 
shall fit the case. 
 
Sine ‘time is money’72, any intention of meditation/ arbitration or court proceeding 
the issue is usually lowered down to that extend that a workable solution to be found 
is still a better way to handle same internally. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

71 http://www.jamsadr.com/mediation-guide/ 
72 Benjamin Franklin, Advice to a Young Tradesman, Written by an Old One 
Source: http://en.wikipedia.org/wiki/Time_Is_Money 
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Chapter 6. Cost Analysis and Assessment of a Sample Case 
 

The sample Asdem case of a vessel’s demurrage cost incurred whilst in a spot voyage 
from Tarragona, Spain to Garyville/New Orleans, USA will be calculated and 
evaluated in this chapter from a Charterer’s perspective and on a later stage it will be 
examined in correlation with the trading chain.  
 
6.1 The Owners’ demurrage claim 
  
The vessel was chartered under BPVoy3 with laydays being 9-10 December and a 
demurrage rate per day of USD 14,000.00. She loaded a total of 52,458.209 mts of 
VGO in Tarragona at different berths and discharged at two separate ports in the US, 
31,509.416 mts at Garyville and 20,948.793 mts at New Orleans. Ship owners 
submitted their claim for USD 58,479.17 basis charter party laytime allowance of 
72hrs and within the applicable time bar frame. Freight was paid basis lump sum 1:2 
and no extra cost to be charged to Charterers’ account. 
 
When summing up the facts, it is known: 
 
Vessel: General Tyulenev 
Grade: Biofuel (VGO) 
B/L figure: 52,458.209 mts  
Spot voyage: Tarragona – Garyville/New Orleans 
Laycan: 9-10/12 
Laytime: 72 hrs 
Demurrage rate: USD 14,000 pdpr 
 
The necessary documents for Charterers’ calculation and for the validation of Owners 
claim are: 
 
-Notice of Readiness at all ports (were not included) 
-Statement of facts at all berths and ports (included) 
-Pumping logs at both discharge ports (only New Orleans’ were included) 
-Copy of the charter party 
-Any Letters of protest (if applicable) 
 
Owners had not had included all the required documentation to ensure that each and 
every part of their demurrage claim addressed to Charterers is substantiated, however 
due to commercial reasons, Charterers kindly informed Owners accordingly to 
provide timely the missing documents without any further issue.  
 
In the meanwhile, Charterers have in their disposal enough evidence to review the 
claim and reach their own decision on the amount that should be rightfully paid to the 
Owners as a demurrage refund. 
 
The method to be followed is: 
 

1. Shall check the information given from Owners calculation with the recap 
applicable (sheet 1) 
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2. Shall check if the recap clauses agreed are transferred correctly in the 
demurrage calculation and whether any deductable elements are accordingly 
deducted from time (BP Voy3, clauses 19,20 & 21) 

3. Shall calculate the pumping time not exceeding the 24hrs given in the charter 
party (BP Voy3, clause 4) 
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Source: Oil Industry laytime and demurrage seminar, Asdem 2007 v.3 (Sample case 
No 5).  
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6.2 The Charterers’ approach and calculation  
 

Based on the submitted documentation from Owners, the demurrage payable is 
calculated as per below minus whichever address commission should be deducted. 
 

 

8/12 15:50
9/12 0:00
9/12 4:00

12/12 9:03
77-30

1/1 9:30

2/1 22:25
3/1 18:50

20-25

1/1 9:30

4/1 3:20
5/1 12:45

33-25

131-20
3-14
72-0
2-0

54-06
i.e. 54.1 hrs /24 = 2.254167days x USD 14,000 per day
Demurrage due USD 31,558.33

Laytime allowance
Additional laytime allowance73

Total net 

Disport - Garyville
NOR tendered (SW pass)

NOR tendered
NOR counts from
Laytime commences
Hoses off

Disport - New Orleans

Load port - Tarragona

Shifting passage is deductableNOR counts from
Laytime commences
Hoses off
Total time at 1st disport

Total time at load port

NOR tendered (SW pass)

NOR counts from
Laytime commences
Hoses off

Under WS this is a different port 
and a separate NOR should have 
been given

Less excess pumping*

Total time at 2nd disport

Total time at all ports

 
73 
 
6.2.1 Pumping performance formula application 
 
The excess pumping is calculated proportionally to the actual quantities that were 
discharged in both of the disports (applying the pumping performance formula, 
chapter 3.2, p.20): 

 

73 As per BPVoy3, clause 17 “Laytime for purposes of loading shall not commence before 0600 hours 
local time on the Commencement Date... Should the vessel, with Charterers’ sanction, have 
commenced loading prior to the commencement of laytime shall constitute additional laytime for the 
purpose of loading and discharging...” 
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- Total pumping time at 1st disport: 18hrs 40mins 
- Quantity discharged at 1st disport: 31,509.416 mts 
- Average discharge rate (31,509.416 mts / 18hrs 40mins): 1688 mt/hr 
- Average back pressure achieved: 5.5 bars 

- Warranted back pressure (min): 7 bars 
- Average discharge at 7 bars: 1688 x √(7/5) = 1904 mt/hr 
- Time to discharge at 7 bars: 31,509.416 mts / 1904 mt/hr = 16hrs 33mins 
 

Excess pumping time for 1st disport is: 18hrs 40mins – 16hrs 33mins = 2hrs 7mins 
and, 

 
 
- Total pumping time at 2nd disport: 31hrs 10mins 
- Quantity discharged at 2nd disport: 20,948.793 mts 
- Average discharge rate (20,948.793 mts / 31hrs 10mins): 672 mt/hr 
- Average back pressure achieved: 6.5 bars 

- Warranted back pressure (min): 7 bars 
- Average discharge at 7 bars: 672 x √(7/6.5) = 697 mt/hr 
- Time to discharge at 7 bars: 20,948.793 mts / 697 mt/hr = 30hrs 03mins 
 

Excess pumping time for 2nd disport: 31hrs 10mins – 30hrs 03mins = 01hr 07mins 
 

Thus, the total excess pumping time is 03hrs and 14mins that should be deducted 
from the demurrage calculation. 

 
 

6.3 The counterparty’s approach and calculation 
 
Given the fact that all the provisions are the same for an FOB trade, except laytime 
that was agreed as per charter party for load port i.e.36hrs, the demurrage cost 
deriving for our Seller is calculated similarly to the above: 
 
 
Seller: Repsol 
Grade: Biofuel (VGO) 
Loaded quantity: 52,458.209 mts  
Load port: Tarragona 
Delivery range: 9-10/12 
Laytime: 36 hrs  
Demurrage rate: USD 14,000 pdpr 
 



                            COST ANALYSIS AND ASSESSMENT OF A SAMPLE CASE                    N                                                           67 

8/12 15:50
9/12 0:00
9/12 4:00

12/12 9:03
77-30

3-14
0-25
36

38-09
i.e. 38.15 hrs /24 = 1.5896days x USD 14,000 per day
Total net 

Demurrage due USD 22,254.17

Hoses off
Total time at load port

Less excess pumping

Laytime allowance
Less inspections

Load port - Tarragona
NOR tendered
NOR counts from
Laytime commences

 
 
 
At a first glance, Charterers which are also the Buyers in this trading chain, have 
already been reimbursed more than half of the demurrage expenses for the whole 
voyage incurred. Laytime was agreed for half the recap laytime even if used for two 
berths, since the contract with Repsol was basis one port (both berths are in Tarragona 
port). Nevertheless, in the case that the cargo is not to be loaded from just one berth, it 
is on Supplier’s to decide so and any costs for shifting shall also be for their account.  
 
 
6.4 Conclusions 
 
Whereas in the previous chapters the differences of a charter party and a contract were 
examined, the given example is surely underlying the real impact that the clauses 
interpretation bears; Each recap/ contract is expressly stating the obligations and the 
liabilities of the parties which are always translated in money and it is up to the own 
negotiation skills and ones insight to use whichever tools available to shape the final 
refund. 
 
The demurrage cost for the Owners, in this practical case, stands for $ 31,558.33 in 
accordance always to the terms agreed for the specific voyage. Likewise, for Repsol 
this amount reaches the $ 22,254.17 also comparable to the contractual frame and the 
usage of the applicable deductions that were entitled to for the specific lifting 
operation at one port only. In addition, it is clear that Owners are reimbursed for the 
actual cost accrued while Charterers have already been refunded for almost the full 
cost of the voyage in a percentage of 70.52%. In other words, Charterers in order to 
make a profit from this voyage, have just to get a reimbursement from the discharge 
port receivers of at least $ 9,304.16, which seems almost certain.    
 
However, at no circumstance such deductions are to be made without a prior written 
argument and an accompanying receipt of proof. Both Owners and Charterers are 
eager to maximize their potential profit and do surely lay upon any counterparty’s 
hesitations or missing documentation/ wording in order to take such an advantage. 
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Chapter 7. Trade Related Issues and Financial Potential 
 
 
7.1 Trading consensus and procedures 
 
The commodity trading consensus lies in the need of an intermediary who can handle 
the demand and the supply for a commodity and make a margin from it. Oil trading is 
deemed to incorporate the exchange of oil cargoes and the trade of paper instruments 
such as ‘derivatives’, not necessarily resulting in a physical oil delivery. 
 
As there was crucial that some trading standards should apply, in 1998 a set of 
guiding rules were developed acting as a security frame of the involved trading 
parties. The specific rules were founded on the doctrine of English Law, International 
trade rules of UCP 600 and incorporated in the ICC rules set for Incoterms. 
These rules and regulations are composing the following trading procedures: 
  
(a) The buyer/seller shall request for an offer quote (RFQ) from the supplier for his 
consideration. 
 
(b) In case that the supplier accepts the RFQ, shall send his offer of sale with a quote 
of price, specification requirements and a validity date. 
 
(c) Upon buyer’s acceptance of the offer, the supplier sends a signed contract with his 
payment request and procedures. If the payment request and procedures are not 
workable for the buyer, the terms are to be further negotiated until both parties reach 
an agreement. 
 
(d) After receiving the final contract from the supplier, whether there is a b2b trade, 
the buyer shall rewrite this contract using the same agreed terms of the supplier 
altering the buying price to the selling price and shall send his contract to end buyer 
for his approval/further negotiations74. 
 
 
7.2 The ‘Market’ 
 
It is estimated on average terms that more than 87 million barrels of crude oil and 
natural gas liquids are traded every day75. However, since numbers are highly 
dependent on the demand growth, mainly in the developing countries, and due to the 
fact oil is regarded as a limited resource, there is a certainty that the price will 
continue to rise. Oil products, as already aforementioned, are bought and sold through 
a variety of contract types, either ‘spot’ or ‘derivative’ transactions. Undoubtedly, 
contracts shall either serve as purpose: 
 

• To transfer the title of the physical product from the producer/seller to the 
buyer, and 

• To manage the financial risks involved subjected to the daily price 
fluctuations 

74 http://www.tradercommodityb2b.com/procedures.html 
75 http://www.petroleumonline.com/content/overview.asp?mod=6 
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Whether the purpose is the delivery/receipt of the physical oil under certain price, 
there are physical oil markets to trade in. Contracts are normally not standardized and 
the title and risk in the oil is transferred from one party to the other at a specified time 
and location. Prices are affected by the global refiners and producers, creating a truly 
competitive marketplace. 
 
The need to manage the financial risks and the price volatility, led to the financial 
market as it is now known developed in the late of ‘80s. New York Mercantile 
Exchange is one bright example. Hedging is the basic tool to protect against the risk 
of falling or sharply rising commodity prices, and oil companies and investors 
developed a set of contracts that fulfilled the need for hedging. Furthermore, 
nowadays there is a huge range of contract forms available for price management and 
any speculative functions including futures, forwards, swaps and options. 
 
Markets are designed to efficiently allocate the resources between supply and demand 
for a particular product. There are specific factors driving the global energy markets 
and subsequently the oil prices, which will be highlighted due course but as long as it 
refers to the demand for an oil product GDP is not the only equivalent; the 
marginal unit and the elasticity metrics have a share. 
 
“Let’s say a company is currently producing 
100 barrels of oil. As the company decides 
whether to pump out more oil from its stores, 
it will weigh whether each additional unit of 
production will be profitable. Each unit that is 
additional to current production is a marginal 
unit; the cost of producing this unit is known 
as the marginal cost, and the price at which it 
can be sold is the marginal price. What 
happens at the margins is important because it 
largely determines the behavior of producers 
and consumers, thus shaping the market. This 
principle holds true for all tradable 
commodities, including oil”76.  

Figure 2. Price of a Gallon photo77 
 

As the world runs in a globalized module, the demand for energy and the supply may 
not be in the same sea area or country and the marginal unit of production might come 
from anywhere in the world. Globalization ‘flattened’ the world, in the extent that the 
actions of minor oil exporters such Nigeria, Sudan and Iraq can affect the price paid 
for a gallon of gasoline by consumers in every oil-importing nation78. Because of the 
influence of the marginal unit, sovereign nations do not have much control over the 
oil prices, since “conglomerates such as OPEC often artificially constrain the supply 
of oil in order to increase their profits”79. “Today's exceptionally tight market gives 
marginal producers unprecedented power and greater geopolitical importance”80.  

76 http://www.globalization101.org/oil-markets/ 
77 Source: U.S. Department of Energy: http://www.eia.gov/todayinenergy/detail.cfm?id=470 
78 Thomas L. Friedman, The World is Flat, 2005 
79 http://www.commoditytrading.net/ 
80 http://www.nytimes.com/2006/04/23/business/worldbusiness/23iht-oil.html 
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Elasticity is the means of the economic science to measure the correlation of supply 
and demand to the price fluctuations. The supply/ demand of a product is considered 
to have an inelastic relation to the price when a minimum effect is created on 
production or consumption, respectively and an elastic when is affected significantly. 
Is calculated as follows81: 
 

Elasticity = change in quantity % 
                    change in price % 

 
Elasticity is usually determined by the availability of substitutes for the main product. 
Subsequently, demand for oil is to be generally inelastic due to the alternative energy 
sources not being yet much reliable and high producing. 
 
 
7.3 Forming the prices & which factors drive the expectations 
 
The energy market is driven in a high complexity level where the biggest industrial 
nations as the United States, the European Union, China, and India are seeking for 
opportunities to secure their oil supply whereas on the other hand, the financial 
market seeking for prospects of oil trading and locking the profit created from the 
delivery needs to those distant areas. In a microeconomic model, the players that are 
forming the oil prices are: 
 
The Producers 
 private oil companies (the ‘Big Oil’) 
 national oil companies 
 
The Consumers 
 individuals  
 transportation (trucking, shipping, air) 
 industrialization (manufacturers and power generation) 
 
The Intermediates  
 ship owners 
 financial market (traders, hedgers, speculators, and investors) 
 
The Policymakers 
 demand-side (subsidies) 
 supply-side (OPEC quotas) 
 market regulation (position limits, taxes)82 
  
In addition to the above, there are several factors that are affecting the oil price 
formation and are determined to be the supply/demand for the product, the inventories 
and the market itself. It has been determined so far how the market works yet the 
crucial role of the oil supply/demand and it shall also be enlightened the importance 

81 http://www.investopedia.com/terms/e/elasticity.asp 
82 http://www.eia.gov/pressroom/presentations/newell_05052011.pdf 
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and the long term influence that the shipping cost has on the oil prices formation as a 
part of the demand process.  
 
The demand for a product is highly correlated to the demand for seaborne trade since 
commodities are derived from many different locations in the world at a particular 
transportation cost. Whereas “transport costs may not appear to have such a dramatic 
influence upon seaborne trade as the world economy, their long-term effect on trade 
development should not be underrated”83. 
 
As stipulated so far and practically evidenced in chapter 6, charterers and their trading 
parties involved in a supply chain seek to pass on the shipping cost and at the same 
time maximize their margin. While the shipping cost is passed on the chain based on 
the contractual terms, the margin can be achieved in two ways; either by favourable 
terms imposed in the contract providing for more refund than the actual cost was, or 
by a successful sale of the same product under a more favourable price in exploiting 
the spread between WTI and Brent indices in the Market (arbitrage)84. 
 
As a new era trend, the mechanism of the energy price calculation is based on the 
speculation of forward, futures contracts, swaps and options. Furthermore, the 
technological evolution gives the opportunity for traders all over the world, becoming 
an active part of the sale and purchase procedure for the oil products. The market is 
self-regulated providing the opportunity to hedge against any risks of transportation 
and ensure protecting investors from any price fluctuations. According to market 
fundamentals, the energy price fluctuates on dependence to the supply and demand 
for oil, the cost of production, the transportation and the refining process. Given the 
fact that the intermediaries (such as financial institutes and traders) are also involved 
in the ‘Market’, oil price is also driven by the volume of the purchases/sales contracts 
i.e. futures, options, etc. It is widely accepted that the ninety five (95) per cent of oil 
related trading activities take place apart from the actual physical market. 
 
“The externalities and problems of such chaotic trading activity became apparent in 
the beginning of 1990s. In the system when every receiver of the cargo is passing it to 
the next party and the fact that last purchaser (in most of the cases they are traders) 
must lift cargo created catastrophic situation when small traders standing in the last 
part of the chain could not handle physical delivery of the cargoes. In the result of 
these events, new market regulations came into place requiring companies 
participating in trading activities to have enough financial back up, guarantying that 
physical cargo shall be lifted and delivered to the port of destination.  
 
The popularity of new system paved the way for trading of cargoes by organizations 
that financially strong enough. As the outcome of this process International 
Petroleum Exchange (IPE) was established in 1988 where market players may trade 
contracts backed at the end with physical market in terms of supply and delivery... 
The price of the commodity at trading floors is much higher than production cost of 
crude. The technological development as well as connection of trading to global 
internet network system allowed establishment of ICE platform in IPE in 2000. Many 

83 Martin Stopford, Maritime Economics (3rd edition), 2009, p. 149 
84 http://www.businessweek.com/articles/2012-09-27/the-oil-hub-where-traders-are-making-
millions#p1 
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producers have adopted the price settlement principle referring to the price 
established in ICE platform rather than calculating cost of production and delivery of 
oil. The differences of intentions of relevant parties (producers, refiners, suppliers, 
etc.) trying to secure profit from risks exposures has led to introduction of different 
derivative instruments of trading such as options, swaps, futures, etc”85. 
 
 
The ‘Big Oil’ companies ruling the world’s trade 

In the last year alone, the top 10 global commodity trading firms brought in $1.3 
trillion in revenues, according to the Financial Times. 
 
“It is unlikely that a large loss suffered by a single global commodity firm…poses a 
systemic threat to the broader financial system,” and that “the nature of commodity 
trading, and the structure and capital structures of  commodity trading firms makes 
them substantially more robust to [a financial crisis] than systematically important 
financial institutions”86. The major oil companies comprising the ‘Big Oil’ are: 
 
No 10: BUNGE 
2012 revenues: $60.9 billion  
CEO: Soren Schroder  
Executive Chairman: Alberto Weisser  
Founded: 1818 by Johann Peter Gottlieb Bunge in Amsterdam  
Headquarters: White Plains, N.Y.   
Focus: Oilseeds and grains, produces sugar and ethanol, mills wheat and corn to 
make ingredients used by food companies and sells fertilizer in North and South 
America. Clearing member of the Chicago Board of Trade (CME Group). 
 
No 9: ARCHER DANIELS MIDLAND CO. 
2012 revenues: $ 89.03 billion 
CEO: Patricia Woertz   
Founded: 1902 in Minneapolis, Minn., by John Daniels and George Archer  
Headquarters: Decatur, Ill., listed on the NYSE   
Focus: Oilseeds, corn processing, agricultural services, storage and transportation, 
wheat milling, cocoa processing and food ingredients business. Recently finalized a 
takeover of Australia-based GrainCorp for $3.1 billion. ADM Investor Services is a 
clearing member of the CME Group exchanges. 
 
No 8: GUNVOR GROUP 
2012 revenues: $93 billion 
CEO: Torbjörn Törnqvist  
Founded: 2000 by Swedish oil trader Torbjörn Törnqvist and Russian businessman 
Gennady Timchenko  
Headquarters: Registered in Cyprus. Trading offices in Geneva, Switzerland, 
Singapore, Dubai and the Bahamas  
Focus: The principal commodities traded are refined petroleum products (fuel oil, 
gasoil, gasoline, naphtha, and LPG), crude oil, coal, natural gas, LNG, biofuels, 
carbon emissions and grains. Gunvor also opened a metals desk in 2012. 

85 http://www.wbiconpro.com/241-Magsud.pdf 
86 http://m.futuresmag.com/2013/07/25/10-top-global-commodity-trading-firms-smart-money 
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No 7: NOBLE GROUP 
2012 revenues: $94 billion 
Chairman: Richard Elman   
Founded: 1986 by Elman  
Headquarters: Hong Kong, China. Listed in Singapore  
Focus: Noble Group markets, transports and processes energy, minerals and ores and 
agricultural products including softs, grains and oilseeds. Recently the firm forged 
into the United States to enter the natural gas pipeline and storage business. Its second 
largest shareholder after the Elman family is China Investment Corp. with a 15% 
stake. 
 
No 6: MERCURIA ENERGY GROUP 
2012 revenues: $98 billion  
President and CEO: Marco Dunand   
Founded: 2004 by former Phibro executives Marco Dunand and Daniel Jaeggi 
Headquarters: Geneva, Switzerland 
Focus: Mercuria is largely a physical trader of energy such as crude oil and its 
products like fuel oil, middle distillates, naphtha and gasoline, as well as electricity, 
natural gas, coal and biodiesel. It has set up base metals trading desks in Shanghai and 
London, as well as added softs to its trading portfolio.  
 
No 5: KOCH INDUSTRIES 
2011 revenues:  $115 billion (Forbes) privately held 
Chairman and CEO: David Koch  
President: Charles Koch 
Founded: Winkler-Koch Engineering co-founded by Fred Koch in 1925. 
Headquarters: Wichita, Kansas Focus: Koch is largely into coal and oil refining and 
transportation, petrochemicals, forestry (Georgia-Pacific) and paper as well as 
ranching.  
 
No 4: TRAFIGURA 
2012 revenues: $120.4 billion 
Chairman and CEO: Claude Dauphin  
Founded: 1993 by Claude Dauphin, Eric de Turkheim and Graham Sharp. It split off 
from a group of companies run by Marc Rich.  
Headquarters: Geneva, Switzerland  
Focus: Largely energy-based, the company also focuses on non-ferrous metals 
trading and shipping.  
 
No 3: CARGILL 
2012 revenues: $133.9 billion 
CEO: Greg Page 
Founded: 1865 by William Wallace with one grain storage silo in Iowa.  
Headquarters: Minneapolis, Minn.  
Focus: Privately held Cargill is famous for its agribusiness, but also is big in energy, 
foodstuffs and biofuels production, as well as products such as steel and salt.  
 
No 2: GLENCORE INTERNATIONAL 
2012 revenues: $236 billion 

http://www.thisisnoble.com/?device=desktop
http://www.futuresmag.com/2013/07/18/6-tech-advancements-changing-the-fossil-fuels-game?ref=hp
http://www.mercuria.com/
http://www.futuresmag.com/2013/07/25/world-energy-use-to-rise-56-by-2040-led-by-asia-ei?t=commodities
http://www.kochind.com/
http://www.futuresmag.com/2013/07/17/oil-waiting-on-bernanke-testimony-inventory-confir?t=commodities
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CEO: Ivan Glasenberg 
Founded: 1974 by Marc Rich as Marc Rich & Co.  
Headquarters: Baar, Switzerland. 
Focus: Despite having significant coal, metal and oil assets, Glencore revenues are 
dominated by trading activities as the company had total revenues of $186 billion in 
2011, of which trading brought in around $172 billion, including $115 billion 
in energy trading, $43 billion in metals and minerals trading and $13.7 billion in 
agriculture trading. It is both a producer and marketer, and in May 2013 finalized its 
merger, or more accurately, takeover of Xstrata, the multi-billion dollar mining 
company.  From Foreign Policy magazine, when Glencore went public last year, its 
IPO revealed: “The company controlled more than half the international tradable 
market in zinc and copper and about a third of the world's seaborne coal; was one of 
the world's largest grain exporters, with about 9 percent of the global market; and 
handled 3 percent of daily global oil consumption for customers ranging from state-
owned energy companies in Brazil and India to American multinationals like 
ExxonMobil and Chevron”87.  
 
No 1: VITOL GROUP 
2012 revenues: $303 billion  
President and CEO: Ian Taylor  
Founded: 1966 by Ian Taylor  
Headquarters: Geneva, Switzerland; Rotterdam, the Netherlands 
Focus: Privately held Vitol is the world’s largest physical oil and gas trader. 
According to the firm, crude oil is the largest part of its energy portfolio, stating that 
in 2013 sold 125 million tonnes of crude oil, which amounts to around 2.5 million 
barrels per day. In April 2013 was announced the formation of a new group trading 
grain and other agricultural commodities based in Singapore and Geneva. 
 
 
7.4 LC’s and Financial coverage of the trade 
 
As long as the trade is done, the impending risk of transaction of the funds shall be 
thoroughly considered by the parties involved. The most favorable way of doing 
business, is the letter of credit (LC). Letter of credit is actually a promise of payment 
from the buyer to the seller in order for the cargo to be physically delivered. It serves 
as a very wide used method of financing the trade, based on banks to issue the letter 
of credit as a way to ensure both parties that the payment will be fulfilled according to 
the contract and always on the contractual time. The bank has the role of an interested 
intermediary between buyer and seller guarantying the financial coverage of the trade 
upon the completion of the agreed delivery and if all requirements are met. 
 
The trusted bank promises to pay on behalf of the customer, only in case that is 
confident that the customer has enough funds to cover the amount guaranteed. Since 
the amount required for such transactions is rather high, buyers have to deposit 
enough money for the coverage of the letter of credit, whereas some others are 
obligated to run for a line of credit with the bank, serving as a loan. It is of vital 
importance that the bank issuing the LC is legitimate and that will pay as agreed.  
 

87 http://www.foreignpolicy.com/articles/2012/04/23/a_giant_among_giants 
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The beneficiary party does only receive payment for the cargo after the fulfillment of 
the requirements spelled out in the letter of credit. In order for the payment to take 
place, the seller has to present the bank with the necessary shipping documents (bill of 
lading) confirming the shipment of the cargo occurred, within a given time frame. LC 
“…is often used in international trade to eliminate risks such as unfamiliarity with 
the foreign country, customs, or political instability”88. 
 
In the trade contracts and the GT&C’s there are always clauses incorporated in 
regards to the LC procedures, regulating when an LC shall be issued and how. In 
some cases and when the LC procedure is not properly followed, delays arise and any 
demurrage costs deriving for such a delay are to be born by the party caused them and 
laytime is deemed to commence at the time the LC becomes ‘workable’89 or upon 
commencement of operations, as the given example following: 
 
“Where, under the Agreement or by virtue of the provisions of Section 35.10, the 
price is to be paid by means of an irrevocable documentary letter of credit or 
supported by a standby letter of credit in favour of the Seller (both herein referred to 
as an “L/C”), the Buyer shall cause such L/C to be opened with or confirmed by a 
first-class international bank acceptable to the Seller (the “Bank”) in terms specified 
in this Section 35.11. The provisions hereof for such payment by L/C are not to be 
construed as altering, varying or qualifying the Buyer's obligation to pay for the 
Product delivered hereunder by the payment due date. The L/C shall be sufficient to 
cover the contractual mean value of the Product at the price specified in the Special 
Provisions plus 15 percent and a further amount to cover escalation in duties 
including VAT if appropriate, and the Buyer shall cause it to be advised or confirmed 
in writing by the Bank to the Seller, in a form substantially as set out in Schedule B or 
C (whichever is applicable) and in all respects acceptable to the Seller. The L/C shall 
be so advised or confirmed by not later than the date/time: 
(a) as specified in the Special Provisions; or 
(b) as specified in the Seller’s notice pursuant to Section 35.10; or 
(c) where the date/time is not specified in the Special Provisions or in the Seller’s 
notice, by not later than: (i) 1600 hours (London time) on the 10th day prior to the 
first day of the Laydays, or (ii) in the case of a DES delivery, 1600 hours (London 
time) 10 days before the first day of the ETA range, or such later date and/or time as 
the Seller may in writing require. If the date of the Agreement is later than any of the 
dates for opening and/or confirming the L/C specified in the Special Provisions or in 
this Section 35, then the Buyer shall make best efforts to open or confirm the L/C as 
soon as practicably possible but in any case never later than 1200 hours (London 
time) on the day immediately prior to the first day of the Laydays or the ETA range, 
as applicable. 
 
If for any reason the loading or discharge, as the case may be, of the Vessel will not 
take place within the period for such loading or discharge referred to in the L/C, the 

88 http://www.investorwords.com/2774/letter_of_credit.html#ixzz30vnva4Os 
89 “A workable letter of credit refers to a clean LC which is in full conformity with all terms and 
conditions of the contract. The date an LC is deemed received is the date that a workable LC is 
available at the counters of the Seller’s nominated bank”. 
Source:http://www.merzmerkur.li/Terms%20of%20Trading.pdf 
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Buyer shall either obtain an extension of such period for loading or discharge or 
provide a new L/C in terms acceptable to the Seller”90. 
 
Apart from the letter of credit, there are several other cargo payment methods of 
which the open account between two parties and the cash in advance method are 
prevailing. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

90 Shell products GT&C’s 2010, clause 35.11, Letter of Credit, page 38 
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VOYAGE CHARTER PARTY 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 BP SHIPPING LIMITED 
1st Edition - June 1998 

Registered in England and Wales: No. 140132 
 

Registered Office:- Breakspear Park, Breakspear Way, Hemel Hempstead, Herts, HP2 4UL. 
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ANNEX 4 
 

Delays
Asbatankvoy BP Voy3 Bp Voy4 Shellvoy5/6 ExxonMobil Voy 

2000/2005
Adverse weather at anchorage * ½ ½ ^ ½
Adverse weather at berth * ½ ½ * ½
Adverse sea state conditions * ½ ½ * ½
Awaiting tide * - *½ ^ -
Awaiting daylight * - - ^ -
Awaiting pilot * - - ^ -
Awaiting tugs * - - ^ -
Awaiting documents O/B (hours) NS 2h 3h 1h/#2h 2h
Act of God/war/riot * ½ ½ ½ *
Ballasting/deballasting & slops o + + + +
Breakdown of shore machinery ½ ½ ½ */#½ ½
Breakdown of vessel o - - - -
Bunkering NS NS NS NS/#+ +
Crude oil wahing (additional pumping time) NS 6hr prorata 25% 0.75/tank TBI
Cleaning vessel's tanks/pumps/pipelines NS - - NS/#- -
ETA's 72/48/24 hour notices NS - - - -
Excessive pumping time NS >24h >24h >24h >24h
Fire/explosion in terminal ½ ½ ½ ½ ½
Fire/explosion at port * ½ ½ ½ ½
Gangway in place * * - * -
Ice * * * ^ *½
Inadequate documentation NS - - - -
Other delays to berthing outside Charterer's 
control - * * ^ ½

Other delays outside Charterer's control * * * * ½
Port control requirements * * * ^ -
Shifting to berth o - - - -
Shifting between berths * * * * *
Storm ½ ½ ½ NS ½
Strike/lockout at shore ½ ½ ½ * ½
Strike by tugs/pilots - - - - -
Strike by Master/crew - - - - -
Timebar for demurrage claims (days) NS 90d 90d 60d/90d 90d

Comparison of Laytime exceptions

 
 

KEY  
* Counts as used laytime/demurrage 
- Does not count as used laytime/demurrage 
o Does not count as used laytime 
^ Preventing laytime to start/if already in laytime, same counts as used laytime/demurrage 
½ Any delay will be treated at half-rate 
*½ Any delay due to tide unpredicted counts at half-rate 
+ Does not count as used laytime/demurrage unless concurrent with load/discharge 

NS Not specified 
TBI To be included 
>Hr  If the allowance is exceeded, laytime/demurrage shall count 
25% Additional 25% pumping allowance (upon Charterers’ request) 

# Only applicable for Shellvoy6 
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ANNEX 5 
 

Sample oil contract  
 

A. Sales CIF contract 
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Source: http://www.docstoc.com/docs/82953409/Gasoline-Supply-Contract 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.docstoc.com/docs/82953409/Gasoline-Supply-Contract
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Sample crude contract  
 

B. Sales FOB contract 
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Source: http://www.scribd.com/doc/74100775/Oil-Contract-Agreed-Form-18Mar11 

 
 
 

 

http://www.scribd.com/doc/74100775/Oil-Contract-Agreed-Form-18Mar11
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ANNEX 6 
 

Example of General Terms & Conditions 
 

PART ONE - FOB deliveries 
 
1.  Delivery 
The Product shall be delivered by the Seller to the Buyer, in bulk FOB at the Loading 
Terminal on to Vessel(s) provided or procured by the Buyer. 
2. Measurement and sampling, independent inspection and certification 
2.1 Measurement and sampling 
The quantity and quality of the Product delivered under the Agreement shall be determined by 
measurement, sampling and testing in accordance with the standard practice at the Loading 
Terminal at the time of shipment. Notwithstanding the provisions of Section 2.2, the 
certificates of quantity and quality (or such other equivalent documents as may be issued at 
the Loading Terminal) for the Product comprising the shipment issued in accordance with 
such standard practice shall, except in cases of manifest error or fraud, be conclusive and 
binding on both parties for invoicing purposes but without prejudice to the rights of either party 
to make any claim pursuant to Section 31. 
2.2 Independent inspection 
2.2.1 Either party may appoint a mutually acceptable independent inspector at the Loading 
Terminal, subject to any necessary prior agreement of the Loading Terminal operator having 
been obtained. Such appointment shall be notified in writing to the other party. Unless 
otherwise provided for in the Special Provisions, all charges in respect thereof shall be shared 
equally between the parties and the inspector's report shall be made available to both parties. 
2.2.2 In addition to the independent inspector appointed pursuant to Section 2.2.1 or should 
the parties fail to mutually agree upon an independent inspector, either party may, at its own 
expense, appoint a representative at the Loading Terminal, subject to any necessary prior 
agreement of the Loading Terminal operator. 
2.3 Place of Certification 
Should it not be customary practice at the Loading Terminal at the time of shipment for 
measurement and sampling pursuant to Section 2.1 to take place at the Vessel’s manifold 
immediately prior to loading, or should the parties agree otherwise, then it is a condition of the 
Agreement that the Seller shall be obliged to provide the same quantity and quality of the 
Product at the Vessel’s permanent hose connection as set out in the certificates of quantity 
and quality so issued. 
3. Risk and Property 
3.1 Notwithstanding any right of the Seller to retain the documents referred to in Section 35 
until payment, the risk and property in the Product delivered under the Agreement shall pass 
to the Buyer as the Product passes the Vessel's permanent hose connection at the Loading 
Terminal. 
3.2 Any loss of or damage to the Product during loading, if caused by the Vessel or its officers 
or crew, shall be for the account of the Buyer. Any claim made by the Seller’s supplier(s) 
against the Seller in respect of damage to any facilities at the Loading Terminal (or in the 
event the facilities are operated by the Seller any claim by the Seller or by an Affiliate of the 
Seller) caused by the Buyer’s Vessel shall be borne by the Buyer. 
4. Laydays 
4.1 The Laydays shall be the day or range of days (issued in accordance with standard 
practice at the Loading Terminal) in which: 
4.1.1 the Buyer’s nominated Vessel must tender a valid NOR at the Loading Terminal 
pursuant to Section 6.1; and 4.1.2 the Seller shall have a sufficient quantity of the Product  
deliverable under the Agreement available at the Loading Terminal so as to enable loading to 
commence and continue on an uninterrupted basis pursuant to Section 6.2. 
4.2 The Laydays shall be either: 
4.2.1 as specified in the Special Provisions; or 
4.2.2 established in accordance with the procedure(s) specified in the Special Provisions; or 
4.2.3 where such Laydays cannot be ascertained by reference to Sections 4.2.1 or 4.2.2, as 
notified by the Seller to the Buyer by not later than either: 
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(a) the date 12 days prior to the first day of the Laydays so notified; or 
(b) the 20th day of the month preceding the first month in which the Laydays fall, whichever is 
the later. 
4.3 The Laydays established in accordance with Sections 4.2.2 or 4.2.3 shall, unless 
otherwise specifically agreed between the parties, fall entirely within any delivery period 
specified in the Special Provisions. 
5. – Nomination of Vessels 
5.1 Full and part cargo lots 
Unless otherwise provided in the Special Provisions, delivery hereunder shall be given and 
taken in one full cargo lot or a part cargo lot at the Buyer's option but subject always to the 
prior agreement of the Loading Terminal operator. 
5.2 Nomination of Vessel 
5.2.1 Each Vessel shall be nominated in writing by the Buyer to the Seller. Such nomination 
shall specify: 
(a) the name of the Vessel, date built, summer deadweight, length and flag; 
(b) the grade and approximate quantity to be loaded; 
(c) the ETA of the Vessel; 
(d) the destination(s) of the Vessel; 
(e) such other information as may be required by the Loading Terminal operator from time to 
time; 
(f) full written instructions regarding the particulars and destination of the bills of lading and 
such other customary Loading Terminal documentation which may be required by the Buyer; 
(g) details of any cargo on board or to be laden on board if loading a part cargo; and 
(h) confirmation that the Vessel complies with the requirements of Schedule E hereto. 
5.2.2 The nomination shall not be effective unless it is received by the Seller not later than 5 
days prior to the first day of the Laydays. Notwithstanding the foregoing, if the nomination is 
received by the Seller after such 5th day and is accepted by the Seller, it shall be effective but 
the Buyer shall be liable for all costs resulting from any delays in loading the Product under 
the Agreement that are due directly to the failure by the Buyer to nominate in a timely manner 
and any such delays shall not count as time allowed to the Seller for loading or if the Vessel is 
on demurrage, as demurrage. In the event that the Agreement is entered into 5 days or less 
prior to the first day of the Laydays then the nomination must be received, by the Seller, no 
less than 2 days prior to the first day of the Laydays. 
5.3 Substitution of Vessels 
In respect of any nominated Vessel, the Buyer may, or if necessary to perform its obligations 
under the Agreement must, substitute therefore another Vessel provided always that: 5.3.1 
the size of the substitute Vessel and the quantity to be loaded shall not, without the prior 
written consent of the Seller, differ materially from the size of the Vessel previously named 
and the quantity specified in the nomination; 
5.3.2 the Laydays which would have applied in respect of the Vessel originally nominated 
shall apply to the substitute Vessel; and 
5.3.3 the Buyer shall give to the Seller notice in writing of the name and the destination(s) of 
the substitute Vessel as soon as practicably possible but in any event not later than the ETA 
of the substitute Vessel or the ETA of the Vessel originally nominated, whichever is the 
earlier. 
5.4 ETA 
The Buyer or its representative shall notify the Seller or its representative of any change(s) in 
the ETA notified pursuant to Sections 5.2 or 5.3, but the Laydays shall be revised only with 
the Seller's specific written agreement. The giving or withholding of such agreement shall be 
at the absolute discretion of the Seller. 
5.5 Rejection of nominations and Vessels 
5.5.1 The Seller shall give notice accepting or rejecting any Vessel nominated by the Buyer 
within 1 Business Day of receipt of the Buyer’s nomination. 
5.5.2 Notwithstanding anything to the contrary express or implied elsewhere herein, the Seller 
shall have the right: 
(a) to reject any nomination made by the Buyer pursuant to Sections 5.2 or 5.3 on any 
reasonable ground; and/or 
(b) to refuse, on any reasonable ground, to accept for loading any Vessel named pursuant to 
Sections 5.2 or 5.3; and/or 
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(c) to reject the Vessel in question, notwithstanding any prior acceptance of such Vessel 
(whether named in the Special Provisions or nominated or substituted pursuant to Sections 
5.2 or 5.3), on any reasonable ground if such Vessel is involved in any incident or more 
recent information regarding such Vessel becomes available to the Seller which indicates that 
the information relied upon by the Seller in previously accepting the Vessel was materially 
incorrect or incomplete; and/or 
(d) without derogating from any other reasonable grounds that may be available to the 
Seller it shall be a reasonable ground for the Seller to reject or refuse a Vessel pursuant to 
this Section if the Vessel, either at the time of nomination or subsequently at any time up to 
the time of commencement of loading, is not approved by any internal ship vetting system 
operated by the Seller or alternatively is determined by such internal ship vetting system to be 
unacceptable under the Seller’s ship vetting policy. 
5.6 Regulations at the Loading Terminal 
5.6.1 All restrictions at the Loading Terminal with respect to maximum draft, length, 
deadweight, displacement, age, flag and the like, the procedures relevant to health, safety 
and Vessel operations and all applicable governmental, local and port authority regulations 
and any other applicable requirements of whatever nature in force at the Loading Terminal 
shall apply to the Buyer's Vessel (including without limitation the requirements set out in 
Schedule E). Notwithstanding Section 5.6.2, the Buyer shall be deemed to be fully familiar 
with such Loading Terminal requirements and shall nominate a Vessel that can comply with 
such requirements at all times. 
5.6.2 The Seller shall provide all information regarding restrictions at the Loading Terminal 
and such other Loading Terminal requirements that are readily available to it, upon the 
Buyer’s written request. 
5.6.3 Notwithstanding anything to the contrary express or implied in this Section 5 or in 
Sections 6 and 7, if any Vessel nominated by the Buyer does not comply with the foregoing 
provisions or any of them, the Seller or the Seller's supplier may refuse to berth or load the 
Vessel in question. 
5.7 Changes in procedures 
This Section 5 shall be subject to modification, by written notice from the Seller to the Buyer, 
to take account of changes in the nomination and/or other procedures applicable from time to 
time at the Loading Terminal. 
5.8 Liability 
The Seller shall not be liable for the consequences of rejection or delay (including but not 
limited to demurrage) of the Vessel or other restriction suffered in respect of the Vessel by 
virtue of the application of any regulations or other requirements of this Section 5 and/or of 
Schedule E, and the Buyer shall be liable for any costs or damages incurred by the Seller 
arising out of any such rejection of, delay to or restriction of the Vessel. 
6. Arrival of Vessel/ Berthing. 
6.1 Arrival of Vessel 
6.1.1 The Buyer shall arrange for its Vessel to report its ETA to the Loading Terminal, with a 
copy to the Seller, at least 72, 48 and 24 hours prior to its arrival and otherwise in accordance 
with the standard reporting procedure applicable from time to time at the Loading Terminal in 
question. If the Buyer’s Vessel fails, for any reason, to give at least 24 hours’ prior notice of 
arrival at the Loading Terminal, the time allowed to the Seller for loading pursuant to Section 
7.1 shall be extended by a period equal to the delay in giving such 24 hours’ notice, but in any 
case not exceeding an additional 24 hours. 
6.1.2 By no later than 2400 hours (local time) on the last day of the Laydays the Vessel must 
have:  
(a) arrived at the Loading Terminal in question (or the usual waiting place), and be in all 
respects ready to commence loading the Product deliverable hereunder; and 
(b) tendered a valid NOR. 
6.1.3 Once a valid NOR has been tendered pursuant to Section 6.1.2, the Buyer shall be 
obliged to receive delivery of the Product in accordance with Section 6.2.2. 
6.2 Loading 
6.2.1 Unless otherwise agreed in writing by the Seller, the Seller shall not be under any 
obligation to commence loading hereunder prior to 0600 hours (local time) on the first day of 
the Laydays. 
6.2.2 After receipt of the NOR pursuant to Section 6.1.2, the Seller, having regard to the 
requirements of the Loading Terminal, Loading Terminal procedures and the time when the 
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Vessel has complied with the provisions of Section 6.1, shall commence loading as soon as 
reasonably practicable, even if this means that loading is completed outside the Laydays or 
outside any other period specified in the Special Provisions. 
6.3 Berth 
6.3.1 Subject to compliance by the Buyer’s nominated Vessel with all other requirements of 
the Loading Terminal at the time in question, the Seller shall provide or cause to be provided 
free of charge to the Buyer (subject to the provisions of Section 34) a Berth to be indicated by 
the Seller or its representative that the Vessel can safely reach and leave and where it can lie 
and load always safely afloat. 
6.3.2 The Seller shall at all material times and at no expense to the Buyer provide and 
maintain or cause to be provided and maintained, in good working order, all necessary 
flexible hoses, connections, pipelines, tank facilities necessary for the loading of the Buyer’s 
Vessel. 
6.3.3 The Seller shall not be deemed to warrant the safety of any channel, fairway or other 
waterway used in approaching or departing from the Berth designated by the Seller. The 
Seller shall not be liable for any loss, damage, injury or delay to the Buyer’s Vessel resulting 
from the use of such waterways; or any damage to the Buyer’s Vessel caused by other users 
of the waterway. 
6.3.4 Notwithstanding Section 6.3.1 above, if the Berth in question requires the Buyer’s 
Vessel to be loaded from a floating storage facility, lighter or other Vessel by means of ship-
to-ship transfer, such Berth shall be subject to the Buyer’s ship or Loading Terminal vetting 
procedures and the Buyer may, on any reasonable ground and without liability, refuse the use 
of such facility for the purpose of loading its nominated Vessel. Any ship-to-ship or lightering 
operations shall be carried out in accordance with the procedures set out in the ICS/OCIMF 
Ship-to-Ship transfer guides. 
6.4 Vacation of Berth 
The Buyer's Vessel shall vacate the Berth as soon as loading hoses have been disconnected, 
provided that such Vessel’s departure is not delayed awaiting production of Loading Terminal 
documents unless such documents can be delivered to the Vessel at a suitable anchorage or 
where early departure procedure (“EDP”) is applied. If the Vessel fails to vacate the Berth due 
to a cause within the control of the Vessel and/or the Buyer, any loss or damage suffered by 
the Seller, or its supplier, resulting from such failure shall be paid by the Buyer to the Seller. 
For the avoidance of doubt, it is agreed that for the purposes of this Section any technical 
failure or breakdown on the part of the Vessel shall be a cause within the control of the Vessel 
and the Buyer. The Buyer’s liability in such event shall be limited to no more than the excess 
Berth utilisation charge actually incurred by the Seller pursuant to Section 6.5 and/or any 
demurrage suffered by the next Vessel scheduled to load that had been delayed as a direct 
result of such failure and such demurrage having actually been incurred by the Seller. The 
Buyer’s liability for such demurrage shall be limited to no more than the excess time taken by 
the Buyer’s vessel to vacate the Berth. 
6.5 Berth utilisation 
Notwithstanding the provisions of Section 7, if at the Loading Terminal the Seller's supplier or 
any other agency (whether or not an Affiliate of the Seller) imposes on the Seller, in respect of 
the Buyer's Vessel, an excess Berth utilisation charge in accordance with the Loading 
Terminal regulations or a contractually agreed or otherwise established scale for any hours of 
Berth utilisation in excess of a specified period of hours (as such scale may be advised by the 
Seller to the Buyer from time to time), but does not impose such charge directly on the 
Buyer's Vessel itself, such charge shall be for the Buyer's account, except where such excess 
Berth utilisation is caused by the Loading Terminal, the Seller or the Seller’s supplier. 
6.6 Shifting and Lightering 
6.6.1 The Seller shall have the right to shift the Vessel from one Berth to another. All costs, 
including but not limited to damages for delay, shall be for the Seller's account if such shifting 
is for the Seller's purposes and otherwise shall be for the Buyer's account. 
6.6.2 The Seller shall have the option to load the Vessel from lighters subject always to the 
Buyer’s rights under Section 6.3.4, when the cost of such ligtherage (together with any 
additional expense reasonably incurred by the Vessel in respect thereof) shall be for the 
Seller’s account. The Seller shall be obliged to notify the place of lightering to the Vessel 
when NOR is tendered. The place of lightering so notified shall be deemed the Berth for the 
purposes of Sections 6 and 7 and all references therein to the Berth shall be construed 
accordingly. 
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7. Time allowed, delays and demurrage 
7.1 Time allowed 
The time allowed to the Seller for the loading of the quantity of the Product deliverable 
hereunder to each Vessel shall be: 
7.1.1 in the case of Vessels of 15,000 tons summer deadweight or less, 24 running hours; or 
7.1.2 in all other cases, 36 running hours; all days and holidays included unless loading on 
the day or holiday in question is prohibited by law or regulation at the Loading Terminal. 
7.2 Running hours 
7.2.1 Except as otherwise provided in the Special Provisions or in this Section 7.2, provided 
always that the Buyer has complied with Section 6.1, running hours shall commence Berth or 
no Berth either: 
(a) 6 hours after a valid NOR is tendered to the Seller or its representative by the master of 
the Vessel (or the master’s representative) after its arrival at the Loading Terminal, or  
(b) if the Vessel moved directly to the Berth, when the Vessel is securely moored at the Berth, 
whichever is the earlier. 
7.2.2 If NOR is given for the Vessel before the first day of the Laydays, running hours shall 
commence at 0600 hours (local time) on the first day of the Laydays or on commencement of 
loading, whichever is the earlier. If NOR is given for the Vessel after the last day of the 
Laydays and is accepted for loading by the Seller in its sole and absolute discretion, then, 
without prejudice to any of the Seller’s other rights, running hours shall commence only on 
commencement of loading. 
7.2.3 Time shall cease to run upon final disconnection of loading hoses after completion of 
loading of the cargo. However, time shall recommence 2 hours after disconnection of hoses if 
the Vessel is delayed in its departure due to the Seller’s or the Seller’s supplier’s purposes 
and shall continue until the termination of such delay. 
7.2.4 Any delay arising out of or in connection with any of the following situations shall not be 
counted or included in calculating the time taken by the Seller to load the shipment or the time 
in respect of which the Seller is liable for demurrage (whether or not the Vessel is already on 
demurrage): 
(a) awaiting tide, tugs, pilot, daylight, ice, moderation of weather or sea state prior to berthing; 
(b) awaiting immigration, customs or pratique; 
(c) on an inward passage until the Vessel is securely moored at the Berth; 
(d) preparing for and handling or shifting of ballast, bilges, slops or other substances or 
bunkering unless concurrent with cargo operations; 
(e) restrictions imposed by the owner, charterer or master of the Vessel; 
(f) any breakdown of the Vessel's equipment or failure to comply with the requirements of the 
Loading Terminal with respect to equipment aboard; 
(g) cleaning and inspection of the Vessel's cargo tanks; 
(h) time spent complying with any of the regulations and other requirements referred to in 
Section 5; 
(i) any other delay attributable to the Vessel, the Buyer or agents of the Buyer; or 
(j) any onboard strike, lockout, stoppage or restraint of labour by members of the crew. 
7.3 Delays 
In the event of any delay of any kind or from any cause whatsoever whether in connection 
with the scheduling of the Vessel's turn to load (including any change in such scheduling), 
provision of a Berth for the Vessel, berthing or loading of the Vessel or otherwise howsoever 
without limitation, and provided always that the Vessel is eventually loaded pursuant to 
Section 6.2.2, any rights of the Buyer against the Seller, however the same may arise and 
whether or not arising under the Agreement, shall be limited in all circumstances whatsoever 
to a claim for the payment of demurrage, and the Buyer shall not be entitled to complain 
directly or indirectly of any delay except for the purpose of founding a claim to such 
demurrage. 
7.4 Demurrage 
7.4.1 If the shipment is not loaded within the time allowed in accordance with Section 7.1, the 
time so allowed shall be extended by the excess time but (subject always to Section 5.2.2 and 
6.1.1) the Seller shall pay to the Buyer demurrage, in the same currency as is prescribed for 
payment for the Product delivered under the Agreement, in respect of the excess time at the 
appropriate rate per day (or pro rata for part of a day) as hereinafter specified. The Seller's 
liability for demurrage shall be absolute and not be subject to the provisions of Section 37, but 
in the event of delay directly attributable to fire or explosion or the breakdown or failure of 
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equipment, plant or machinery at the Loading Terminal (not resulting from want of due 
diligence by the Seller), act of war, civil commotion, or arrest or restraint of princes, rulers or 
peoples, the rate of demurrage shall be reduced by one half for the period of such delay. 
7.4.2 The appropriate rate of demurrage shall be either: 
(a) the rate, if any, specified in the Special Provisions; or 
(b) the applicable single voyage charter party rate; or 
(c) where there is no single voyage charter party rate or, in the Seller’s sole opinion the single 
voyage charter party rate is not representative of the market rate, the market rate current on 
the date running hours commence as aforesaid for a Vessel of the size and type used for a 
single voyage charter from the Loading Terminal to the Discharge Port. If the parties fail to 
agree within 30 days upon such rate, then at the request of either party, such rate shall be 
determined by The London Tanker Brokers Panel Ltd. (or its successors in title), whose 
decision thereon shall be final and binding and whose costs shall be paid for by the applicant; 
7.4.3 Any demurrage claim must be notified to the Seller in writing within 45 days of the date 
of disconnection of loading hoses, with full supporting documentation (including, but not 
exclusively, the time computation, NOR, Vessel’s port log, statement of facts and, where 
applicable, evidence of the charter party rate), together with any other documentation that the 
Seller may reasonably require. Any such documentation not then available shall be provided 
to the Seller within 180 days of the disconnection of loading hoses. If the Buyer fails to give 
such notice or provide such documentation within the above respective time limits, then the 
Buyer’s claim shall be deemed to have been waived and any liability of the Seller for 
demurrage shall be extinguished. 
7.4.4 Notwithstanding the provisions of this Section 7 or the charter party (where the Special 
Provisions specify that laytime and demurrage shall be determined in accordance with the 
charter party terms and conditions), the Buyer shall not be entitled to recover demurrage from 
the Seller except to the extent that the Seller is able to recover and does recover such 
demurrage from the Seller’s supplier and the Seller shall not be obliged to pay any amounts in 
excess thereof. 
7.4.5 The Seller may only rely on Section 7.4.4 if, and to the extent that: 
(a) the Seller’s acquisition terms with Seller’s supplier include laytime and demurrage 
provisions so as to allow the recovery of demurrage on terms that are no worse than the 
Loading Terminal's usual terms; and 
(b) the Seller has exercised reasonable endeavours to recover from the Seller’s supplier any 
demurrage for which the Buyer has presented a claim. 
7.5 Part cargo lots 
If the delivery hereunder is co-loaded with the Product being delivered to the Buyer by 
another supplier at the same Berth, the Seller shall only be liable for that proportion of the 
demurrage equal to the ratio of the volume delivered by the Seller to the total volume loaded 
onto the Vessel at that Berth. 
 
 
PART TWO – CFR/CIF /DES deliveries 
 
8. Delivery 
8.1 CFR & CIF deliveries 
The Product shall be delivered by the Seller to the Buyer, in bulk at the Loading Terminal and 
shipped by the Seller CFR or CIF (as applicable) to the agreed Discharge Port(s). 
8.2 DES deliveries 
The Product shall be delivered by the Seller to the Buyer, in bulk DES at the Discharge 
Port(s). 
9. Measurement and sampling, independent inspection and certification 
9.1 CFR & CIF deliveries 
9.1.1 Measurement and sampling 
The quantity and quality of the Product delivered under the Agreement shall be determined by 
measurement, sampling and testing in accordance with the standard practice at the Loading 
Terminal at the time of shipment. Notwithstanding the provisions of Section 9.1.2, the 
certificates of quantity and quality (or such other equivalent documents as may be issued at 
the Loading Terminal) for the Product comprising the shipment issued in accordance with 
such standard practice shall, except in cases of manifest error or fraud, be conclusive and 
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binding on both parties for invoicing purposes but without prejudice to the rights of either party 
to make any claim pursuant to Section 31. 
9.1.2 Independent inspection 
(a) Either party may appoint a mutually acceptable independent inspector at the Loading 
Terminal, subject to any necessary prior agreement of the Loading Terminal operator having 
been obtained. Such appointment shall be notified in writing to the other party. 
Unless otherwise provided for in the Special Provisions, all charges in respect thereof shall be 
shared equally between the parties and the inspector's report shall be made available to both 
parties. 
(b) In addition to the independent inspector appointed pursuant to Section 9.1.2(a) or should 
the parties fail to mutually agree upon an independent inspector, either party may, at its own 
expense, appoint a representative at the Loading Terminal, subject to any necessary prior 
agreement of the Loading Terminal operator. 
(c) Notwithstanding the provisions of Sections 9.1.2(a) and 9.1.2(b), if an independent 
inspector has already been appointed by the Seller or any third party in respect of the 
shipment prior to the nomination of such shipment by the Seller to the Buyer pursuant to 
Section 14 or if such inspection has already been carried out, then both parties shall be 
bound by the results of such measurement of quantity, sampling and analysis thereof as 
carried out by such independent inspector, provided always the certificates of quantity and 
quality (or such other equivalent documents as may be issued at the Loading Terminal) of the 
Product comprising the shipment are issued in accordance with Section 9.1.1 above. 
9.1.3 Place of Certification 
Should it not be customary practice at the Loading Terminal at the time of shipment for 
measurement and sampling pursuant to Section 9.1.1 to take place at the Vessel’s manifold 
immediately prior to loading, or should the parties agree otherwise, then it is a condition of the 
Agreement that the Seller shall be obliged to provide the same quantity and quality of the 
Product at the Vessel’s permanent hose connection as set out in the certificates of quantity 
and quality so issued. 
9.2 DES deliveries 
9.2.1. The quantity and quality of the Product delivered under the Agreement shall be 
determined by measurement, sampling and testing carried out at the Discharge Port at the 
time of discharge by an independent inspector jointly agreed upon by the Buyer and Seller. All 
charges of the independent inspector shall be shared equally between the parties and the 
inspector’s certificates of quality and quantity shall be made available to both parties. The 
Buyer shall ensure that the independent inspector shall have full access to the facilities at the 
Discharge Port necessary to enable the inspector to perform his duties. 
9.2.2. The independent inspector shall for the purpose of determining the quality of the 
Product carry out or witness tests on a composite sample of the Product taken by the 
inspector or in his presence from the Vessel’s tanks at the Discharge Port immediately prior to 
commencement of discharge and in accordance with the test method(s) referred to in the 
specification of the Product set out in the Special Provisions, or, where no test method is set 
out, in accordance with the most current API and ASTM Measurement Standards at the time 
of delivery. 
9.2.3. The independent inspector shall for the purpose of determining the quantity of the 
Product proceed as follows: 
(a) where the Product is delivered from the Seller's Vessel directly into static shore tanks (that 
is shore tanks to or from which no Product is being pumped other than the Product being 
delivered hereunder) the gross quantity of the Product so delivered shall be determined by 
the independent inspector by reference to Discharge Port meter measurements taken or 
witnessed by the independent inspector in accordance with API MPMS Chapter 5. 
Meters shall be proved prior to discharge by or in the presence of the independent inspector 
in accordance with API MPMS Chapter 4. Where metering facilities are not available, or 
where in the opinion of the independent inspector the meters did not perform in accordance 
with API MPMS Chapter 5, or where the meters were not proven prior to discharge in 
accordance with API MPMS Chapter 4, the gross quantity of the Product delivered hereunder 
shall be determined by reference to shore tank gauging taken or witnessed by the 
independent inspector in accordance with API MPMS Chapter 3; or 
(b) where the Product is delivered from the Seller's Vessel directly into active shore tanks 
(that is shore tanks where Product is being pumped out of the tank during the discharge of the 
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Product hereunder) and where no correctly functioning or proven Discharge Port meters are 
available in accordance with Section 9.2.3(a), the gross quantity of the Product delivered 
hereunder shall be determined by the independent inspector by reference to the Vessel’s 
discharged figures as adjusted by its Vessel Experience Factor (“VEF”) in accordance with 
VEF Addendum to API MPMS Chapter 17.1. 
9.3 CFR Outturn and CIF Outturn deliveries 
For the purpose of determining the compliance of the Product with the quantity and quality 
provisions of the Special Provisions, quality shall be determined at the Loading Terminal 
pursuant to Section 9.1, and quantity measurement shall be carried out at the Discharge Port 
pursuant to Section 9.2. 
9.4 Part cargo lots delivered CFR or CIF 
Where delivery is made as an unsegregated part cargo lot to the Buyer and a third party, the 
quantity determined in accordance with the foregoing shall be adjusted so that, following 
completion of discharge of the relevant part cargo lots, the Buyer and such third party shall 
each be allocated a percentage of the total loaded quantity equal to that percentage of the 
total outturn quantity (determined at each Discharge Port in accordance with the provisions of 
Section 9.2.3 above) which was discharged at its Discharge Port. The costs of such 
independent inspection shall be shared equally between the parties for their respective 
Discharge Ports and the inspector's report shall be made available to all parties. 
10. Risk and Property 
10.1 CFR and CIF deliveries 
10.1.1 Notwithstanding any right of the Seller to retain the documents referred to in Section 
35 until payment, the risk and property in the Product delivered under the Agreement shall 
pass to the Buyer as the Product passes the Vessel's permanent hose connection at the 
Loading Terminal. 
10.1.2 In the case of delivery as a part cargo lot where the Product deliverable hereunder is 
not identifiable or ascertainable on board the Seller’s Vessel separately from Product destined 
for receivers other than the Buyer, risk and property in the Product shall pass in accordance 
with Section 10.1.1 and the Buyer shall be an owner in common of the bulk with the other 
receivers, each owning a proportion of the bulk represented by their respective bills of lading 
to the total quantity recorded on all the bills of lading issued in respect of the bulk. 
10.1.3 If the Vessel has commenced or completed loading prior to being nominated to the 
Buyer pursuant to Section 14, then notwithstanding any right of the Seller to retain the 
documents referred to in Section 35 until payment, the risk in the Product delivered under the 
Agreement shall be deemed to have passed to the Buyer as the Product passed the Vessel’s 
permanent hose connection at the Loading Terminal and property in the Product shall pass 
immediately upon receipt by the Seller of the Buyer’s acceptance of such nomination. 
10.2 DES deliveries 
The risk and property in the Product delivered under the Agreement shall pass to the Buyer 
as the Product passes the Vessel's permanent hose connection at the Discharge Port. 
11. Laydays and Indicative Discharge Dates 
11.1 Where Laydays are specified in the Special Provisions, they shall be the day or range of 
days in which Seller’s nominated Vessel must tender a valid NOR at the Loading Terminal 
and loading shall commence as soon as reasonably practicable, even if this means loading is 
effected or completed outside the Laydays or outside any other period specified in the Special 
Provisions. 
11.2 Where Laydays are specified in the Special Provisions pursuant to Section 11.1, if the 
Seller also expressly or implicitly provides the Buyer with a date or range of dates within 
which a nominated Vessel shall arrive at the Discharge Port these shall be indicative only, 
made by the Seller as an honest assessment without guarantee. The Seller shall not assume 
any responsibility for the delivery of the Product at the Discharge Port within such arrival date 
range. The commencement of laytime shall be as set out in Section 16.2.1 below, except 
where it is specified in the Special Provisions that the arrival date range is to be used for 
demurrage purposes in which case, Section 16.4 shall apply. 
11.3 Where there are no Laydays specified in the Special Provisions and the Seller expressly 
or implicitly provides the Buyer with a date or range of dates within which a nominated Vessel 
shall arrive at the Discharge Port, then Seller shall not be in breach of and shall be deemed to 
have fulfilled its obligation(s) with regard to any delivery providing the loading and carriage of 
the relevant cargo is on terms (including, with regard to the place of loading, the time of 
loading, and the expected /customary voyage time) consistent with the arrival at the 
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Discharge Port, on the agreed date or range of dates, safe navigation and weather permitting. 
The commencement of laytime shall be as set out in Section 16.4 below. 
12. Insurance 
12.1 CFR deliveries 
The responsibility for securing insurance, whether against marine or other risks, shall rest 
wholly with the Buyer. 
12.2 CIF deliveries 
12.2.1 The Seller undertakes to procure and pay for insurance against marine risks to the full 
value of the shipment hereunder plus 10%. Such insurance, which shall operate from the time 
risk passes pursuant to Section 10.1.1 at the Loading Terminal until the Product passes the 
Vessel’s permanent hose connection at the Discharge Port, shall be in accordance with the 
provisions of a Marine Cargo Insurance Policy subject to Institute Cargo Clauses (A), and the 
benefit thereof shall accrue to the Buyer upon the passing of risk in the shipment as provided 
for in the Agreement. 
12.2.2 The Seller undertakes to procure insurance against war, strikes, riots and civil 
commotions risks in respect of the delivery of the Product hereunder. Such insurance shall be 
subject to Institute War Clauses (Cargo) and Institute Strikes Clauses (Cargo) current on the 
date of sailing of the Vessel and the actual premium payable at the current London Market 
rate for the voyage to be performed ruling on the said date shall be charged to and be 
recoverable from the Buyer by the Seller as an addition to the purchase price and such 
addition shall then form part of such purchase price. 
12.2.3 If requested by the Buyer, the Seller shall provide Buyer with the original certificate of 
insurance or insurance company’s cover note. 
12.3 DES deliveries 
The responsibility for securing insurance, whether against marine or other risks, shall rest 
wholly with the Seller. 
12.4 Additional Vessel insurance, etc. 
12.4.1 In all cases, if and for so long as the voyage to the Discharge Port, or any seas 
through which the Vessel has to travel in performance of the Agreement incurs, for the Seller 
pursuant to the terms of the relevant charter party, additional costs or charges including 
insurance or war risk insurance premium for the Vessel's hull and machinery, protection and 
indemnity or cargo insurances; crew bonuses and the provision of security services for the 
Vessel, or any or all of them, then any and all costs of such additional insurance and/or 
additional premium and/or other expenses shall be paid by the Buyer to the Seller in addition 
to the price payable pursuant to the Agreement. 
12.4.2 The Seller reserves the right to refuse at any time: 
(a) to direct any Vessel to undertake or to complete the voyage to the Discharge Port if such 
Vessel is required in the performance of the Agreement: 
(i) to transit or to proceed to or to remain in waters so that the Vessel concerned would be 
involved in a breach of any Institute Warranties (if applicable) or, in the Seller’s opinion, to risk 
its safety or to risk ice damage; or 
(ii) to transit or to proceed to or to remain in waters where there is war (de facto or de jure) or 
threat thereof; 
(b) prior to the commencement of loading to direct any Vessel to undertake the voyage to the 
intended Discharge Port if such Vessel is required in the performance of the terms of the 
Agreement to transit waters which, in the Seller's reasonably held opinion, would involve 
abnormal delay; or 
(c) to undertake any activity in furtherance of the voyage which in the opinion of the Vessel’s 
Master could place the Vessel, its cargo or crew at risk. 
12.4.3 If the Seller agrees to direct a Vessel to undertake or to complete the voyage as 
referred to in Section 12.4.2, the Buyer undertakes to reimburse the Seller, in addition to the 
price payable under the Agreement, for costs incurred by the Seller in respect of any 
additional insurance premium (including those referred to in Section 12.2) and any other sums 
that the Seller may be required to pay to the Vessel's owner including but not limited to any 
sums in respect of any amounts deductible under such owners' insurance and any other costs 
and/or expenses incurred by the Seller. 
13. Charter Party conditions 
13.1 This Section shall only apply in the case of delivery CFR or CIF. 
13.2 Subject always to any provisions for payment and documents pursuant to Sections 35, 
the Seller may arrange shipment under bills of lading, which incorporate charter party 
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conditions normally in use for Vessels. Without prejudice to the generality of the foregoing, 
such conditions shall be deemed to include: 
13.2.1 the provision that the shipment shall be pumped out of the Vessel at the Vessel's 
expense; 
13.2.2 the provision that if, at any time after loading but before commencement of discharge: 
(a) importation of the Product comprising the shipment at the port at which discharge was to 
have taken place is prohibited under the laws of the country in which such Product was 
produced, or by regulations, rules, directives or guidelines applied by the government of that 
country or any relevant agency thereof; and/or 
(b) the country, state, territory or region at which discharge was to have taken place becomes 
a Restricted Jurisdiction (as defined in Section 33.2); the shipment shall be discharged at an 
alternative safe port nominated by the Buyer which is not subject to any such prohibition and 
which is acceptable to the Seller (which acceptance shall not be unreasonably withheld). 
13.3 If any prohibition referred to in Section 13.2.2 becomes applicable, such alternative port 
shall be deemed to be the Discharge Port stipulated under the Agreement for the shipment in 
question and all extra expenses (if any) involved in the Vessel’s reaching such alternative 
Discharge Port and/or in the discharge of the shipment thereat shall be for the Buyer's 
account. 
13.4 Where the Buyer, by written instruction, specifically requests that the Seller discharge a 
quantity of Product either: 
(a) without bills of lading being available for presentation to the Vessel’s master at the 
Discharge Port and/or 
(b) at a Discharge Port other than that named in the bill of lading and/or 
(c) that is different from the bill of lading quantity and the Seller discharges the Product in 
accordance with such Buyer’s written instructions, then the Buyer shall indemnify and hold the 
Seller harmless against any liability, loss or damage (including legal costs as between 
attorney or solicitor and client as associated expenses) which the Seller may sustain by 
reason of delivering the Product in accordance with the Buyer’s instructions. This Section 
shall not be included in the scope of Section 38.1. 
13.5 Where the Buyer, by written instruction to the Seller, requests that the Vessel: 
(a) co-mingle different grades of cargo belonging to the Buyer; 
(b) otherwise breach the Vessel’s natural segregation; 
(c) dope the cargo by introducing additives after loading; 
(d) add dye to the cargo after loading; 
(e) perform on board blending of the cargo; 
(f) carry additives/dye in drums on deck; 
(g) carry out such other cargo operation as the Buyer may reasonably require. and always 
providing the Vessel is capable of performing such operations and that such operations are 
within the scope of the charter party conditions, then the Buyer shall indemnify and hold the 
Seller harmless against any liability, loss, damage, delay or expense which the Seller may 
sustain by reason of complying with the Buyer’s request. The indemnity given by the Buyer to 
the Seller shall be no less in scope than the indemnity required by the Vessel owner to 
comply with the Buyer’s request. This Section shall not be included in the scope of Section 
38.1. 
13.6 Without prejudice to the Buyer’s obligations under Section 16, the Seller undertakes in 
all cases to settle freight and demurrage due to the ship owners. 
14. Nomination of Vessels. 
14.1 Full and part cargo lots 
Unless otherwise provided in the Special Provisions, delivery hereunder shall be given and 
taken in one full cargo lot or a part cargo lot at the Seller's option. 
14.2 Nomination  
The Vessel shall be nominated in writing by the Seller to the Buyer either (1) on or about the 
time the Agreement is entered into between the parties, or (2) at least 5 days prior to the first 
day of the Loading Terminal Laydays, whichever is the later. Such nomination shall specify: 
(a) the name of the Vessel, date built, summer deadweight, length and flag; 
(b) the grade and approximate quantity to be loaded (or the bill of lading quantity, if known); 
(c) the Loading Terminal Laydays (or the bill of lading date, if known) and the ETA at the 
Discharge Port; 
(d) such other information as maybe required by the Discharge Port operator from time to 
time; 
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(e) details of any other cargo on board or to be laden on board if delivery is of a part cargo; 
(f) in the case of any sales afloat, DES or any variation thereof whereby the Product has been 
or will be laden onboard (which shall include storage, and any intervening transhipment as 
well as by way of carriage) more than one Vessel the Seller shall provide the name of each 
such Vessel, date built and flag; and 
(g) confirmation that the Vessel complies with the requirements of Schedule E hereto. 
The Seller undertakes to inform the Buyer of any changes to the ETA advised pursuant to 
Section 
14.2(c) as soon as practicable after receipt thereof from its supplier or the Vessels’ owner or 
agent and, where applicable, such information as shall be necessary so as to establish the 
time and place of the passing of property pursuant to Section 10.1. 
14.3 Buyer’s nomination 
The Buyer shall, within 1 Business Day or such other period as may be specified in the 
Special Provisions after receipt of the Seller's nomination made pursuant to Section 14.2, 
notify the Seller of: 
14.3.1 the final Discharge Port, if not already specified in the Special Provisions, when the 
Seller’s approval thereto shall be required in writing within 1 Business Day thereafter, such 
approval not to be unreasonably withheld. No change to the final Discharge Port so 
nominated or specified shall be made without the Seller's prior written acceptance which shall 
not be unreasonably withheld and subject always to the provisions of Section 14.8; 
14.3.2 if the Special Provisions provide a range within which a Discharge Port or ports may be 
nominated, the Seller’s approval to each port shall be required in writing within 1 Business 
Day after any valid nomination, such approval not to be unreasonably withheld; and 
14.3.3 in the case of CFR or CIF delivery, full written instructions regarding the particulars and 
destination of the bills of lading and such other customary Loading Terminal documentation 
which may be required by the Buyer (and, for the avoidance of doubt, the Buyer shall be liable 
for all costs resulting from any delays in loading the Product hereunder due to failure by the 
Buyer to supply such information in a timely manner). The Seller shall have the right to issue 
its own instructions if such instructions are not so provided by the Buyer. All costs (including 
but not limited to demurrage) arising directly out of any failure by the Buyer to comply with the 
foregoing shall be for the Buyer’s account. 
14.4 Substitution of Vessels 
In respect of any nominated Vessel, the Seller may, or if necessary to perform its obligations 
under the Agreement must, substitute therefore another Vessel provided always that: 
14.4.1 the size of the substitute Vessel and the quantity to be loaded shall not, without the 
prior written consent of the Buyer, differ materially from the size of the Vessel previously 
named and the quantity specified in the nomination; And 14.4.2 the Seller shall give to the 
Buyer notice in writing of the name of the substitute Vessel not less than 3 clear days before: 
(a) in the case of CFR or CIF delivery, the last day of the Loading Terminal Laydays of the 
substitute Vessel or the last day of the Loading Terminal Laydays of the Vessel originally 
nominated, whichever is the earlier, provided always that such substitution shall not be 
allowed after commencement of loading of the Vessel originally nominated unless otherwise 
specifically agreed between the parties; or 
(b) in the case of DES delivery, the ETA of the substitute Vessel or the ETA of the Vessel 
originally nominated, whichever is the earlier. 
14.5 Acceptance of Vessels 
14.5.1 The Buyer shall give notice accepting or rejecting any Vessel nominated by the Seller 
within 1 Business Day of receipt of the Seller’s nomination. 
14.5.2 Notwithstanding anything to the contrary express or implied elsewhere, the Buyer shall 
have the right (which right may only be exercised prior to the passing of risk and property 
hereunder) to refuse, on any reasonable ground, to accept any Vessel named pursuant to 
Sections 14.2 or 14.4. The Buyer shall not be liable for any loss or damage, direct or indirect, 
which the Seller may suffer as a result of the Buyer exercising such right. 
14.5.3 Notwithstanding any prior acceptance of a Vessel (whether named in the Special 
Provisions or nominated or substituted pursuant to Sections 14.2 or 14.4), the Buyer shall 
have the right (which right may only be exercised prior to the passing of risk and property 
hereunder) to reject the Vessel in question on any reasonable ground if such Vessel is 
involved in any incident or more recent information regarding such Vessel becomes available 
to the Buyer which indicates that the information relied upon by the Buyer in previously 
accepting the Vessel was materially incorrect or incomplete. 
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14.5.4 In the case of CFR or CIF delivery, if the facilities at the Loading Terminal in question 
require the Seller’s Vessel to be loaded from a floating storage facility, lighter or other Vessel 
by means of ship-to-ship transfer, such Berth shall be subject to the Buyer’s ship or Loading 
Terminal vetting procedures and the Buyer may, on any reasonable ground and without 
liability, refuse the use of such facility for the purpose of loading the nominated Vessel. 
14.5.5 Without derogating from any other reasonable grounds that may be available to the 
Buyer, it shall be a reasonable ground for the Buyer to reject or refuse a Vessel pursuant to 
this Section if the Vessel either at the time of nomination or subsequently at any time up to 
the time of loading is not approved by any internal ship vetting system operated by the Buyer 
or alternatively is determined by such internal ship vetting system to be unacceptable under 
the Buyer’s ship vetting policy and/or does not comply with the Buyer’s port clearance 
requirements. 
14.6 Regulations at the Loading Terminal and/or Discharge Port 
14.6.1 All restrictions at the Loading Terminal and at the Discharge Port with respect to 
maximum draft, length, deadweight, displacement, age, flag and the like, the procedures 
relevant to health, safety and Vessel operations and all applicable governmental, local and 
port authority regulations, and any other applicable requirements of whatever nature and 
howsoever communicated in force at the Loading Terminal and at the Discharge Port 
(including without limitation the requirements set out in Schedule E) shall apply to the Seller's 
Vessel. 
14.6.2 The Buyer shall provide all information regarding restrictions at the Discharge Port and 
such other Discharge Port requirements that are readily available to it, upon the Seller’s 
written request. 
14.6.3 Notwithstanding anything to the contrary express or implied in this Section 14 or in 
Sections 15 and 16, if the Vessel nominated by the Seller does not comply with the foregoing 
provisions or any of them, the Buyer or the Buyer's customer may refuse to berth or discharge 
the Vessel in question. 
14.7 Pumping 
The Seller warrants that the Vessel will discharge its full cargo within 24 hours (or pro-rata in 
the case of a part cargo) or will maintain 100 PSI at the ship's rail, provided shore facilities 
permit discharge within such time or at such pressure. Time lost as a result of the Vessel 
being unable to discharge the cargo as stated above shall not count as Laytime or time on 
demurrage. 
14.8 Alternative or Range of Discharge Port(s) 
Where the Buyer exercises any Discharge Port options in accordance with the Special 
Provisions or Section 14.3.1 and available to the Seller under the terms of the relevant 
charterparty: 
14.8.1 unless otherwise provided for in the Special Provisions, the price stated in the Special 
Provisions shall be adjusted by the freight differential calculated in accordance with such 
charter party terms or, if the Vessel has not been voyage chartered, such rate as shall be 
mutually agreed between the parties in respect of such Discharge Port, provided always that 
any delays arising out of such failure to agree shall be for the Buyer's account; and 
14.8.2 the Buyer shall be liable for any additional costs incurred by the Seller, including but 
not limited to deviation costs and costs in respect of any additional bunker consumption. 
14.9 Loaded details (CFR and CIF deliveries) 
As soon as possible after the loading has been completed, the Seller shall notify the Buyer of 
the actual quantity loaded and the latest ETA of the Vessel at the Discharge Port. 
15. Arrival of Vessel, Berth, discharge, ETA’s. 
15.1 Arrival of Vessel 
The Seller shall arrange for its Vessel to report its ETA to the Discharge Port, with a copy to 
the Buyer, at least 72, 48 and 24 hours prior to its arrival and otherwise in accordance with 
the standard reporting procedure applicable from time to time at the Discharge Port in 
question. 
15.2 Berth 
15.2.1 Subject to compliance by the Seller’s nominated Vessel with all other requirements of 
the Discharge Terminal at the time in question, the Buyer shall provide or cause to be 
provided free of charge to the Seller (subject to the provisions of Section 34) a Berth to be 
indicated by the Buyer or its representative at which the Vessel can when fully laden safely 
reach and leave and where it can lie and discharge always safely afloat. 
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15.2.2 The Buyer shall at all material times and at no expense to the Seller provide and 
maintain or cause to be provided and maintained, in good working order, all necessary 
flexible hoses, connections, pipelines, tank facilities necessary for the discharging of the 
Seller’s Vessel. 
15.2.3 The Buyer shall not be deemed to warrant the safety of any channel, fairway or other 
waterway used in approaching or departing from the Berth designated by the Buyer. The 
Buyer shall not be liable for any loss, damage, injury or delay to Seller’s Vessel resulting from 
the use of such waterways; or any damage to the Seller’s Vessel caused by other users of the 
waterway. 
15.2.4 Notwithstanding the Buyer’s obligations under 15.2.1, where the Buyer has purchased 
the Product on board a named Vessel, the Seller represents to the Buyer and warrants that 
the named Vessel can berth and discharge the contractual quantity of Product at the 
Discharge Port regardless of whether the contractual quantity is a whole or part cargo and 
irrespective of the port scheduling of the Vessel. Failure to comply with this term shall entitle 
the Buyer to refuse to berth the named Vessel. Any costs incurred by the Seller in providing a 
substitute Vessel, or lightering and/or transhipping the Product at the Discharge Port including 
demurrage shall be for the account of the Seller. 
15.3 Discharge 
The Buyer shall arrange for each Vessel to be discharged as expeditiously as possible. 
15.4 Shifting 
The Buyer shall have the right to shift the Vessel from one Berth to another. All costs, 
including but not limited to damages for delay, shall be for the Buyer's account if such shifting 
is for the Buyer’s purposes and otherwise shall be for the Seller’s account. 
15.5 Lightering and Transhipment 
15.5.1 Vessels shall not be compelled to lighter at the Discharge Port, but if any lightering 
shall be undertaken at the request of the Buyer the expense thereof shall be for the Buyer's 
account and all time expended in connection with such lightering shall count as running hours 
for the purposes of calculating the liability for demurrage under the provisions of Section 16. 
(a) Any lightering operations shall be carried out in accordance with the procedures set out in 
the ICS/OCIMF Ship-to-Ship transfer guides. The lightering Vessel shall be subject to the 
Seller's prior acceptance, which shall not be unreasonably withheld. 
(b) Any ship-to-ship transfer (transhipment) operations shall be carried out in accordance with 
the procedures set out in the ICS/OCIMF Ship-to-Ship transfer guides. The receiving Vessel 
shall be subject to the Seller's prior acceptance, which shall not be unreasonably withheld. 
(c) Except in relation to any ship-to-ship transfer carried out at the request of and for the 
purposes of the Seller, any ship-to-ship transfer operation shall only be carried out with the 
Seller’s express consent and shall only be carried out outside port limits and at the Buyer’s 
sole risk and the Buyer shall be liable to the Seller in respect of all time spent in excess of 
permitted running hours calculated at the relevant demurrage rate notwithstanding the Vessel 
is outside port limits, and for all and any losses, costs, damages and proceedings arising 
therefrom and shall indemnify the Seller in respect thereof. This Section shall not be included 
in the scope of Section 38.1. 
15.5.2 All time used for any lightering operation (excluding any time consumed for the 
purposes set out in Section 16.2.4) shall be counted or included in calculating the time taken 
by the Buyer to discharge the Vessel or the time in respect of which the Buyer is liable for 
demurrage. Any additional steaming and/or waiting time used solely for the purposes of any 
lightering operation shall count as Laytime or, if the Vessel is on demurrage, as demurrage. 
15.5.3 Except in relation to any lightering carried out at the request of and for the purposes of 
the Seller, any lightering operation carried out shall be at the Buyer’s risk and the Buyer shall 
be liable to the Seller in respect of any losses, costs, damages and proceedings arising 
therefrom and shall indemnify the Seller in respect thereof. This Section shall not be included 
in the scope of Section 38.1. 
15.5.4 In relation to any dispute as to quantity when lightering or ship-to-ship transfers have 
been undertaken the first laden Vessel’s figures (not being a lightering Vessel or a receiving 
Vessel) shall prevail, subject always to the provisions of Section 31.2. 
16. Time allowed, delays and demurrage 
16.1 Time allowed 
The time allowed to the Buyer for the discharge of the quantity of the Product deliverable by 
each Vessel hereunder shall be: 
16.1.1 in the case of discharge of a full cargo lot: 
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(a) in the case of Vessels of 15,000 tons summer deadweight or less, 24 running hours; or 
(b) in all other cases, 36 running hours; and 
16.1.2 in the case of discharge of a part cargo lot, that proportion of 24 or 36 running hours, 
as the case may be, which the quantity of the Product in the shipment, plus 5 percent, bears 
to the total quantity of Product loaded on the Vessel at the Loading Terminal(s); all days and 
holidays included unless discharging on the day or holiday in question is prohibited by law or 
regulation at the Discharge Port. 
16.2 Running hours 
16.2.1 Running hours shall commence Berth or no Berth either: 
(a) 6 hours after a valid NOR is tendered to the Buyer or their representative by the master of 
the Vessel (or the master’s representative) after its arrival at the Discharge Port or 
(b) if the Vessel moves directly to the Berth, when the Vessel is securely moored at the Berth, 
whichever is the earlier. 
16.2.2 Time shall cease to run upon final disconnection of discharging hoses after completion 
of discharge of the cargo. However, time shall recommence 2 hours after disconnection of 
hoses if the Vessel is delayed in its departure due to the Buyer’s or the Buyer’s receiver’s 
purposes and shall continue until the termination of such delay. 
16.2.3 Such valid NOR may be tendered at any time after the vessel has arrived within the 
customary anchorage or waiting place of the Discharge Port or, if the Vessel moves directly to 
the Berth, when the Vessel is securely moored at the Berth. 
16.2.4 Any delay arising out of or in connection with any of the following situations shall not 
be counted or included in calculating the time taken by the Buyer to discharge the shipment or 
the time in respect of which the Buyer is liable for demurrage (whether or not the Vessel is 
already on demurrage): 
a) awaiting tide, tugs, pilot, daylight, ice, moderation of weather or sea state prior to berthing: 
b) awaiting immigration, customs or pratique; 
c) on an inward passage until the Vessel is securely moored at the Berth; 
d) preparing for and handling or shifting of ballast, bilges, slops or other substances or 
bunkering unless concurrent with cargo operations; 
e) restrictions imposed by the owner, charterer or master of the Vessel; 
f) any breakdown of the Vessel's equipment or failure to comply with the requirements of the 
Discharge Port with respect to equipment aboard; 
g) time spent complying with any of the regulations and other requirements referred to in 
Section 14.6; 
h) any other delay attributable to the Vessel, the Seller or agents of the Seller; or 
i) any onboard strike, lockout, stoppage or restraint of labour by members of the crew. 
16.3 Demurrage 
16.3.1 If the shipment is not discharged within the time allowed in accordance with Section 
16.1, the Buyer shall pay to the Seller demurrage, in the same currency as is prescribed for 
payment of the Product delivered under the Agreement, in respect of the excess time at the 
appropriate rate per day (or pro rata for part of a day) as hereinafter specified, always 
provided that, if by reason of her own deficiencies the Vessel cannot maintain an average 
pumping rate as specified in Section 14.7 from the time of commencing pumping, any 
additional time used solely by reason of such deficiencies shall be deducted in calculating the 
time (if any) in respect of which the Buyer is liable for demurrage as herein provided. The 
Buyer's liability for demurrage shall be absolute and not subject to the provisions of Section 
37, but in the event of delay directly attributable to fire or explosion or the breakdown or 
failure of equipment, plant or machinery at the Discharge Port (not resulting from want of due 
diligence by the Buyer), act of war, civil commotion, or arrest or restraint of princes, rulers or 
peoples, the rate of demurrage shall be reduced by one half for the period of such delay. 
16.3.2 The appropriate rate of demurrage shall be either: 
(a) the rate, if any, specified in the Special Provisions; or 
(b) the applicable single voyage charter party rate; Or  
(c) where there is no single voyage charter party rate or, in the Buyer’s sole opinion the single 
voyage charter party rate established is not representative of the market rate, the market rate 
current on the date running hours commence as aforesaid for a Vessel of the size and type 
used for a single voyage charter from the Loading Terminal to the Discharge Port. If the 
parties fail to agree within 30 days upon such rate, then at the request of either party, such 
rate shall be determined by The London Tanker Brokers Panel Ltd. (or its successors in title), 
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whose decision thereon shall be final and binding and whose costs shall be paid for by the 
applicant. 
16.3.3 Any demurrage claim must be notified to the Buyer in writing within 90 days of the date 
of disconnection of discharging hoses, with full supporting documentation (including, but not 
exclusively, the time computation, NOR, Vessel’s port log, statement of facts and, where 
applicable, evidence of charter party rate), together with any other documentation that the 
Buyer may reasonably require. Any such documentation not then available shall be provided 
to the Buyer within 180 days of the disconnection of discharging hoses. If the Seller fails to 
give such notice or provide such documentation within the above respective time limits, then 
the Seller’s claim shall be deemed to have been waived and any liability of the Buyer for 
demurrage shall be extinguished. 
16.4 Time allowed and damages for delay under Indicative Discharge Date Contracts 
16.4.1 Should the Vessel arrive at the Discharge Port such that running hours pursuant to 
Section 16.2.1 above commences at a time within the Indicative Discharge Date range given 
by the Seller then the time allowed and damages for delay shall be computed in all respects 
in accordance with Section 16. 
16.4.2 Should the Vessel arrive at the Discharge Port such that running hours pursuant to 
Section 16.2.1 above would commence at a time prior to the Indicative Discharge Date range 
given by the Seller, then notwithstanding Section 16.3, time shall not count against the Buyer 
whether as time allowed for discharge or as demurrage until 00.01 hours (local time) on the 
first day of the Indicative Discharge Date range or on commencement of discharge, whichever 
is earlier. 
16.4.3 Should the Vessel arrive at the Discharge Port after the last day of the Indicative 
Discharge Date range given by the Seller, then Section 16.2.1 shall be modified to the extent 
that running hours shall commence Berth or no Berth 36 hours after NOR is tendered or on 
commencement of discharge, whichever is the earlier. Save as aforesaid, Section 16 shall 
apply in full. 
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