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Graduate Certificate in Admiralty Law

Marine Insurance Law

Marine Insurance Law is a specialized area of law that deals with the insurance of ships, cargo, and other
marine-related risks. It is a complex and important field that plays a crucial role in the maritime industry.
Understanding key terms and vocabulary in Marine Insurance Law is essential for professionals working in
the maritime sector, including shipowners, insurers, brokers, and lawyers. In this guide, we will explore key
terms and concepts in Marine Insurance Law, providing detailed explanations and examples to help you
grasp the nuances of this field.

1. **Marine Insurance**: Marine insurance is a contract between an insurer and the insured, where the
insurer agrees to indemnify the insured against specified risks related to the marine industry, such as
damage to ships or cargo, or liability for third-party claims. It provides financial protection to the insured in
the event of a loss or damage.

2. **Insurer**: An insurer is the party that provides the insurance coverage in a marine insurance contract.
Insurers can be insurance companies, underwriters, or P&I clubs.

3. **Insured**: The insured is the party that purchases the marine insurance policy and is entitled to receive
the benefits of the insurance coverage in case of a covered loss. The insured can be a shipowner, cargo
owner, or any party with an insurable interest in the marine venture.

4. **Premium**: The premium is the amount paid by the insured to the insurer in exchange for the insurance
coverage. It is the consideration for the risk transfer from the insured to the insurer.

5. **Policy**: The policy is the written contract between the insurer and the insured that outlines the terms
and conditions of the insurance coverage, including the risks covered, exclusions, limits of liability, and
other important provisions.

6. **Insurable Interest**: Insurable interest is a fundamental principle in insurance law that requires the
insured to have a financial stake in the insured property or venture. It ensures that the insured has a
legitimate reason to obtain insurance and prevents speculative insurance.

7. **Uberrimae Fidei**: Uberrimae fidei is a Latin term meaning "utmost good faith." It is a fundamental
principle in marine insurance that requires both parties, the insurer, and the insured, to disclose all material
facts relevant to the insurance contract. Failure to disclose such facts can void the policy.

8. **Perils of the Sea**: Perils of the sea refer to the risks and hazards specific to the marine environment,
such as storms, collisions, piracy, and other dangers that can cause damage or loss to ships and cargo.
Marine insurance typically covers perils of the sea.

9. **Hull Insurance**: Hull insurance is a type of marine insurance that covers physical damage to the ship
itself, including the hull, machinery, and equipment. It protects the shipowner against risks such as
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collisions, grounding, and fire.

10. **Cargo Insurance**: Cargo insurance is a type of marine insurance that covers loss or damage to goods
during transportation by sea. It protects the cargo owner against risks such as theft, damage, and non-
delivery.

11. **Freight Insurance**: Freight insurance is a type of marine insurance that covers the loss of freight
revenue in case of damage or loss to the cargo. It protects the shipowner or carrier against financial losses
resulting from cargo damage.

12. **General Average**: General average is a principle in maritime law that allows for the apportionment of
losses between the shipowner, cargo owners, and other interested parties in cases where sacrifices or
expenses are incurred to save the common venture, such as jettisoning cargo to lighten the ship.

13. **Particular Average**: Particular average is a type of marine insurance that covers partial losses or
damage to the insured property, such as a specific cargo or part of the ship. It differs from general average,
which involves shared losses among all parties.

14. **War Risks Insurance**: War risks insurance is a type of marine insurance that covers risks associated
with war, hostilities, terrorism, and related perils. It provides protection against damage or loss caused by
acts of war or political violence.

15. **P&I Insurance**: Protection and Indemnity (P&I) insurance is a type of marine insurance that covers
third-party liabilities arising from ship operations, such as pollution, collision, or injury to crew or
passengers. It is typically provided by mutual insurance associations known as P&I clubs.

16. **Classification Societies**: Classification societies are organizations that set and maintain standards for
the design, construction, and maintenance of ships. Insurers often rely on classification societies'
certifications to assess the risk profile of ships and determine insurance premiums.

17. **Salvage**: Salvage is the act of rescuing or recovering ships, cargo, or other property from peril at sea.
Salvors who successfully salvage property are entitled to a salvage award, which is typically a percentage of
the value of the property saved.

18. **Average Adjusters**: Average adjusters are professionals who specialize in the calculation and
apportionment of general average and particular average losses in maritime insurance claims. They play a
crucial role in resolving disputes and ensuring fair compensation for all parties involved.

19. **Underwriting**: Underwriting is the process by which insurers assess the risks associated with insuring
a particular marine venture and determine the terms and conditions of the insurance coverage, including
the premium and coverage limits.

20. **Reinsurance**: Reinsurance is a practice in which insurers transfer a portion of their risks to other
insurers or reinsurers to reduce their exposure to large losses. Reinsurance helps insurers manage their risk
portfolios more effectively.

Read online: https://certificates.uksm.org.uk/guides/2932219/marine-
insurance-law

London School of Planning and Management · 25 Jun 2026



G U I D E

21. **Marine Insurance Act**: The Marine Insurance Act is a piece of legislation that governs marine
insurance contracts in many jurisdictions. It sets out the rights and obligations of the parties, the principles
of marine insurance, and the rules for interpreting insurance policies.

22. **Lloyd's of London**: Lloyd's of London is a well-known insurance market where underwriters, brokers,
and insurers come together to provide a wide range of insurance products, including marine insurance.
Lloyd's is known for its expertise in complex and specialized risks.

23. **Institute Cargo Clauses**: The Institute Cargo Clauses are standard insurance clauses developed by the
Institute of London Underwriters (ILU) that set out the terms and conditions of cargo insurance policies.
They provide a common framework for insurers and insured parties.

24. **Yacht Insurance**: Yacht insurance is a specialized type of marine insurance that covers pleasure boats,
yachts, and other recreational vessels. It provides protection against risks such as damage, theft, liability,
and personal injury.

25. **Marine Surveyor**: A marine surveyor is a professional who inspects ships, cargo, and other marine
property to assess their condition, value, and compliance with safety standards. Surveyors play a crucial role
in risk assessment and claims handling in marine insurance.

26. **Maritime Law**: Maritime law, also known as admiralty law, is a body of law that governs maritime
activities, including shipping, navigation, marine insurance, salvage, and maritime commerce. It is an
important legal framework for the maritime industry.

27. **Warranty**: A warranty in marine insurance is a promise or guarantee made by the insured to the
insurer regarding a specific fact or condition. Breach of a warranty can lead to the policy being voided or
coverage denied.

28. **Subrogation**: Subrogation is a legal principle that allows an insurer, after paying a claim on behalf of
the insured, to step into the shoes of the insured and pursue a claim against a third party responsible for
the loss. It helps insurers recover their losses.

29. **Time Policy**: A time policy is a type of marine insurance policy that provides coverage for a specific
period, such as a voyage or a fixed term. It is commonly used for short-term marine ventures.

30. **Voyage Policy**: A voyage policy is a type of marine insurance policy that provides coverage for a
specific voyage or journey, from the departure to the arrival of the ship at its destination. It is suitable for
one-off trips or cargo shipments.

31. **Reinstatement Clause**: A reinstatement clause in marine insurance allows the insurer to reinstate the
policy coverage after a loss or claim has been settled, provided that the insured pays an additional
premium. It ensures continuous coverage for the insured.

32. **Barratry**: Barratry is a legal term that refers to acts of fraud or misconduct committed by the ship's
master or crew, such as embezzlement, theft, or intentional damage to the ship. Marine insurance policies
may cover losses resulting from barratry.
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33. **Lay-Up Warranty**: A lay-up warranty is a provision in a marine insurance policy that allows the
insured to lay up or temporarily suspend the operation of the insured vessel due to seasonal factors, market
conditions, or maintenance requirements. It can result in reduced premiums.

34. **Loss of Hire Insurance**: Loss of hire insurance is a type of marine insurance that covers loss of income
or revenue resulting from the ship's inability to operate due to damage or repairs. It provides financial
protection to shipowners against business interruption.

35. **Collision Liability**: Collision liability is the legal responsibility of a shipowner for damage caused by a
collision with another vessel or object. Marine insurance policies may include collision liability coverage to
protect the insured against such risks.

36. **Sue and Labor Clause**: A sue and labor clause in marine insurance policies requires the insured to
take reasonable steps to minimize or prevent a loss, such as conducting repairs, salvage operations, or other
measures. The insurer may reimburse the insured for these expenses.

37. **Constructive Total Loss**: A constructive total loss occurs when the insured property is damaged to
such an extent that it is no longer economically viable to repair it. In marine insurance, a constructive total
loss may result in the insured receiving the full sum insured.

38. **Salvage Agreement**: A salvage agreement is a contract between the salvor and the owner of the
property being salvaged, outlining the terms and conditions of the salvage operation, including the salvage
award, payment terms, and liabilities.

39. **Bottomry and Respondentia**: Bottomry and respondentia are ancient maritime contracts that allow
shipowners to borrow money using the ship or cargo as security. Bottomry is a loan secured by the ship
itself, while respondentia is a loan secured by the cargo.

40. **Piracy Clause**: A piracy clause in marine insurance policies provides coverage for losses resulting
from acts of piracy, hijacking, or ransom demands. It protects insured parties against the risks associated
with piracy in high-risk areas.

41. **Loss Ratio**: The loss ratio is a key performance indicator used by insurers to assess the profitability of
their underwriting activities. It is calculated as the ratio of incurred losses to earned premiums and helps
insurers manage their risk exposure.

42. **Claims Handling**: Claims handling is the process by which insurers receive, evaluate, and settle claims
made by the insured parties. Effective claims handling is essential for maintaining customer satisfaction and
ensuring timely resolution of insurance disputes.

43. **Average Clause**: An average clause in marine insurance policies specifies how losses are to be
apportioned in cases of underinsurance. It ensures that the insured receives a proportionate settlement
based on the actual value of the insured property.

44. **Underwater Inspection**: Underwater inspection is a method used by marine surveyors to assess the
condition of ships' hulls, propellers, and other underwater structures. It helps identify damage, corrosion, or
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other issues that may affect the insurability of the vessel.

45. **Salvage Arbitration**: Salvage arbitration is a process by which disputes between salvors, shipowners,
and other interested parties in salvage operations are resolved through arbitration. It provides a forum for
settling complex salvage claims outside of the court system.

46. **Lien**: A lien is a legal right granted to a creditor to retain possession of the debtor's property until a
debt is repaid. In marine insurance, a salvage lien may be placed on the salvaged property to secure
payment for the salvage services provided.

47. **Time Bar**: A time bar in marine insurance refers to the time limit within which a claim must be
submitted to the insurer after a loss or damage occurs. Failure to comply with the time bar may result in the
claim being denied or reduced.

48. **Wear and Tear Exclusion**: Wear and tear exclusion is a provision in marine insurance policies that
excludes coverage for damage resulting from normal wear and tear, gradual deterioration, or inherent vice
of the insured property. It helps insurers manage risks associated with aging assets.

49. **Arrest of Ship**: The arrest of a ship is a legal process by which a creditor obtains a court order to
detain the ship until a debt owed by the shipowner is settled. Ship arrests are common in maritime disputes
involving unpaid bills or claims.

50. **Loss Prevention**: Loss prevention is a risk management strategy aimed at reducing the likelihood of
losses or damage to insured property. Insurers may offer loss prevention services to help insured parties
mitigate risks and improve safety practices.

51. **Hague-Visby Rules**: The Hague-Visby Rules are an international treaty that sets out the rights and
responsibilities of carriers, shippers, and cargo owners in maritime transportation. They establish standards
for bills of lading, cargo liability, and other aspects of maritime commerce.

52. **Limitation of Liability**: Limitation of liability is a legal principle that restricts the amount of damages
that a shipowner or carrier can be held liable for in case of a maritime incident. It helps protect shipowners
from excessive financial exposure in the event of a major loss.

53. **Pollution Liability**: Pollution liability is the legal responsibility of shipowners, operators, and carriers
for damage caused by pollution of the marine environment, such as oil spills or hazardous substance
releases. Marine insurance policies may include pollution liability coverage.

54. **Marine Warranty Surveyor**: A marine warranty surveyor is a specialist who assesses the risks
associated with marine operations, such as heavy lifts, towage, or offshore installations, to ensure
compliance with insurance requirements and safety standards.

55. **Lloyd's Open Form**: Lloyd's Open Form (LOF) is a standard salvage contract used in the maritime
industry to govern salvage operations. It provides a framework for salvors and shipowners to negotiate
terms and conditions for the salvage services.
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56. **Free of Particular Average (FPA)**: Free of Particular Average (FPA) is a marine insurance clause that
provides coverage only for total losses, such as losses caused by sinking, fire, or stranding. It excludes
coverage for partial losses or partial damage to the insured property.

57. **Sue and Labour Charges**: Sue and labour charges are expenses incurred by the insured to minimize
or prevent a loss to the insured property, such as repairs, salvage operations, or other emergency measures.
Insurers may reimburse the insured for sue and labour charges.

58. **Piracy and Armed Robbery Clause**: A piracy and armed robbery clause in marine insurance policies
provides coverage for losses resulting from acts of piracy, armed robbery, or other criminal activities at sea.
It protects insured parties against risks in high-risk areas.

59. **Inherent Vice**: Inherent vice is a term used in marine insurance to describe the natural characteristics
or properties of the insured property that may lead to its own deterioration, decay, or damage. Marine
insurance policies may exclude coverage for losses due to inherent vice.

60. **Marine Warranty Survey**: A marine warranty survey is an inspection conducted by a marine surveyor
to assess the seaworthiness, safety, and compliance of a vessel or marine operation with insurance
requirements and industry standards.

61. **Bunker Clause**: A bunker clause in marine insurance policies provides coverage for losses resulting
from damage or contamination of the ship's fuel supply, known as bunkers. It protects insured parties
against risks related to fuel quality or supply chain disruptions.

62. **Surveyor's Report**: A surveyor's report is a document prepared by a marine surveyor that details the
findings, observations, and recommendations from an inspection or survey of ships, cargo, or other marine
property. It provides valuable information for underwriters and claims handlers.

63. **Yacht Club Insurance**: Yacht club insurance is a specialized type of marine insurance that covers
liability, property damage, and other risks associated with yacht club operations, events, and facilities. It
provides protection for yacht clubs against legal claims and financial losses.

64. **Maritime Lien**: A maritime lien is a legal right granted to creditors, such as salvage operators or ship
repairers, to claim a security interest in the ship or cargo for unpaid debts. Maritime liens take priority over
other claims in maritime disputes.

65. **Legal Expenses Insurance**: Legal expenses insurance is a type of marine insurance that covers the
cost of legal representation and litigation in case of disputes or claims arising from marine insurance
policies. It provides financial protection for insured parties in legal proceedings.

66. **Underinsurance**: Underinsurance occurs when the insured property is valued at less than its actual
replacement cost, resulting in inadequate coverage in case of a loss. Underinsurance can lead to disputes
over claims settlements and financial losses for insured parties.

67. **Cancellation Clause**: A cancellation clause in marine insurance policies allows the insurer to
terminate the policy before its expiry date under specified conditions, such as non-payment of premiums or
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breach of policy terms. It provides flexibility for insurers to manage their risk exposures.

68. **Marine Insurance Broker**: A marine insurance broker is a professional who acts as an intermediary
between insured parties and insurers to arrange marine insurance coverage. Brokers help clients assess their
insurance needs, select appropriate policies, and negotiate terms with insurers.

69. **Retrocession**: Retrocession is a reinsurance practice in which reinsurers transfer a portion of their
risks to other reinsurers to further spread their exposure. Retrocession helps reinsurers manage large losses
and diversify their risk portfolios.

70. **Lay-Up Insurance**: Lay-up insurance is a type of marine insurance that provides coverage for ships or
vessels that are laid up or temporarily inactive due to seasonal factors, market conditions, or maintenance
requirements. It protects shipowners against risks during lay-up periods.

71. **Yacht Charter Insurance**: Yacht charter insurance is a specialized type of marine insurance that covers
liability, damage, and other risks associated with chartering yachts or pleasure boats. It provides protection
for yacht owners, charterers, and operators during charter activities.

72. **Maritime Labour Convention (MLC)**: The Maritime Labour Convention is an international treaty that
sets out minimum standards for seafarers' working and living conditions on board ships. It aims to protect
seafarers' rights, health, and safety in the maritime industry.

73. **Demurrage Insurance**: Demurrage insurance is a type of marine insurance that covers additional
costs incurred by the shipowner or charterer due to delays in loading or unloading cargo at ports. It
provides financial protection against demurrage charges and delays.

74. **Excess of Loss Reinsurance**: Excess of loss reinsurance is a type of reinsurance that provides coverage
for losses exceeding a specified threshold, known as the retention limit. It helps primary insurers protect
against catastrophic losses and manage their risk exposures.

75. **Wreck Removal Clause**: A wreck removal clause in marine insurance policies provides coverage for
the costs of removing a sunken or stranded ship from navigable waters to prevent hazards to navigation
and the environment. It protects insured parties against liabilities for wreck removal.

76. **
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