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Charter Party

Read the text below and then do the exercise that follows.

When a shipowner undertakes to carry goods in his ship, the contract of carriage is known 
as the contract of affreightment. In this case, the payment which the shipowner receives 
is the freight and the person for whom the goods are carried is the freighter.

Charter Party is the name given to the contract of affreightment when it refers to the hiring 
of a given ship: the vessel in question is the chartered ship, and the person who hires her 
is the charterer. A ship may be chartered forn a given voyage or for a given period of time, 
so there are two types of charter, voyage charter and time charter.

In a voyage charter, the charterer undertakes to pay the freight, which depends on the 
cargo, and his liability ends there. In this case, the shipowner is the carrier. He engages 
the master and crew, pays their wages and provides for everything the ship may need 
during the voyage.

In a time charter, the master and crew are engaged by the shipowner, but he does not act 
as carrier. The entire cargo-carrying capacity is at the disposal of the charterer, who will 
have to pay the freight for the duration of the charter. In addition, the charter pays for 
additional items such as fuel, port charges, cleaning of holds, dunnage, and ballast. The 
shipowner will provide for such items as wages, provisions, maintenance and repairs.

The Charter Party is a complicated document, and is therefore prepared through the 
intermediary of a ship-broker or charter broker (also called a chartering agent) who 
acts an intermediary between the shipowner and the freighter. For this, he receives a 
commission, called brokerage.

The main clauses in a charter party refer to the voyage, the cargo, the time and the 
freight. 

The voyage clauses of a voyage charter state the names of the port of loading and the port 
of discharge. The cargo clauses describe the nature and quantity of the cargo and how it is 
to be loaded and unloaded.

When the ship has arrived at the port in which the charterer will load or discharge the 
cargo, and is ready to do so, written notice must be given. Then the vessel is said to be an 
“arrived ship” and the “lay-days” agreed on in the charter party begin to count. The lay-
days are the days allowed for loading and unloading operations.

If the charterer has not been able to complete the loading and unloading operations within 
the lay-days allowed under the charter party, he will have to pay a compensation, called 
demurrage to the shipowner. Demurrage is calculated from the moment of expiry of lay-
days up to the time whenloading and discgarge are completed.
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If loading and unloading operations are completed before the expiry of the lay-days 
stipulated in the charter party, the days thus saved are called dispatch days and a 
premium is paid to the charterer, which is called dispatch money. Dispatch money is paid 
only if the charter party contains a provision to that effect, and is calculated on the basis of 
50% of the agreed rate of demurrage.

Freight is the money that is paid to the carrier for the carriage and arrival at destination of 
goods in good condition, ready to be delivered to the consignee. Therefore, no freight is 
due, as a rule, before the completion of carriage. If the goods are delivered in good 
condition, the freight must be paid; if they are lost there is nothing to pay. There are, 
however, a few exceptions to this rule, as explained below.

A fixed amount of money may be agreed upon for the carriage of a given quantity of 
goods. This amount is called lump freight and the whole of it is paid to the carrier even 
when a part of the cargo has been lost through no fault of the ship.

The shipowner often requires a part, or even the whole of the freight to be paid when the 
ship sails, in order to meet his costs.  This is called advance freight. The carrier has a 
right to it even if the ship does not arrive at the destination or the goods do not arrive in 
good condition.

Sometimes the contract makes provision for pro rata freight, that is, for a proportionate 
part of the voyage effected. If, for, example, a ship is disabled during a voyage and cannot 
proceed further, and the cargo-owner agrees to receive the goods at an intermediate port, 
the shipowner has a right to a proportionate freight.

When the consignee fails to take delivery of the goods at the port of destination and the 
cargo-owner does not send the necessary instructions in time, it is up to the ship's captain 
to decide what to do with the cargo. The additional charges that must be paid by the 
cargo-owner in these circumstances are called back freight.

If the charterer has booked space on board a ship but has failed to ship the cargo, the 
carrier has a right to the freight for the unshipped cargo. The sum of money paid in this 
case is called dead freight.

Try to answer the questions below. Then go back to the text above to check.

1. What is freight?
2. What is a charter party?
3. What is the difference between a voyage charter and a time charter?
4. What does a ship-broker do?
5. What is brokerage?
6. What are lay-days?
7. What is demurrage?
8. What are dispatch days?
9. What is dispatch money?
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10.What is lump freight?
11.What is  advance freight?
12.What is pro-rata freight?
13.What is back freight?
14.What is dead freight?


