






An FFA broker was negotiating a Panamax contract 
for December. The negotiations were slightly 
unusual in that they took place in December, once 
the month had already started. The principal had 
done relatively few FFA transactions and initially 
agreed to sell a contract with a settlement period 
for the remaining part of the month; however, 

during negotiations he was informed that the 
settlement rate could be calculated over the whole 

month (including the period that already passed) and 
he changed his requirement to include the full month. 

At this stage the broker had to leave the office to travel 
on business and handed the deal over to a colleague. His 

replacement failed to appreciate the change in the principal’s 
requirement and sold the FFA contract with the original 20 day 

settlement period. The market moved against the principal and the 
amount he had to pay out on the contract was greater because of the 

broker’s error. The Club indemnified the broker.

A bunker broker received an order from a ship operator for a stem of fuel oil and marine diesel oil. 
The operator provided the specifications and quoted the bunker clause from the relevant charterparty 
which stated, “Bunkers to be supplied only by the international oil majors (i.e. Exxon, BP, Shell, 
Chevron, Mobil, Texaco or their merger successors)”. Unfortunately, the broker had failed to read the 
bunker clause properly, obtained a good price from a large international oil supplier and provided the 
quote to the operator. The operator asked whether the supplier was a “major” – the broker checked 
with the physical suppliers who confirmed that they were a “major supplier of oil worldwide”.

The day before the ship was due to lift the bunkers it became clear that the supplier was not a major 
as defined by the charterparty clause. The booking was cancelled and a new booking made from 
a recognised oil major. Unfortunately the market had moved against the operator since the original 
booking and the replacement booking cost him USD 25,000 more, which he claimed from the broker.

A foul up on paper

Venezuela, in common with many countries, has regulations to protect 
domestic shipping. Foreign flagged ships can obtain a permit when there 
is no local tonnage capable of performing the required service within 
Venezuelan waters. The permit is usually given for 30/60/90 days. When 
the service is complete, customs formalities must be finalised before the 
vessel leaves for international waters.

A foreign flagged ship was operating between two ports in Venezuela under 
such a temporary admission permit. The ship’s agent, a member of ITIC, failed 
to request the Customs Authorities to carry out the necessary formalities. The 
agent mistakenly assumed that the ship was going to do another local voyage. 
In fact, the charterers had ordered the vessel to Port Everglades. In order for 
the Customs Authorities to carry out the necessary formalities the vessel was 
obliged to return to port. If they had not done so, the ship would be at risk of 
arrest and her owner liable for a fine upon her return.

A claim was made against the ship agent for the lost time and additional 
bunkers consumed. The claim was settled for USD 36,000.

A bank appointed a surveyor member of ITIC to confirm 
the value of a vessel under construction and to certify 
that additional funds could be drawn down during the 
construction period. The bank confirmed that the role of the 
surveyor was not to monitor the standard or quality control 
of the ship’s construction nor its conformity with design.

Defects were found in the ship after construction and the 
owners sued the ship builder, the surveyor attending to the 
quality control of the build and also ITIC’s member who 
was only acting on behalf of the bank. Legal proceedings 
against all the parties took two and a half years to conclude. 
In order to finalise this matter, the club agreed to contribute 
EUR 35,000 towards the total settlement of over EUR 
300,000 which was negotiated at mediation. A further EUR 
30,000 was incurred in legal costs. 

This is an unfortunate example of where a surveyor can end 
up contributing to a settlement even though his instructions 
and responsibilities were clear from the very beginning.
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In July 2008, the Managers of ITIC will be moving their offices to:
90 Fenchurch Street, London, EC3M 4ST. Telephone numbers and email 
addresses will remain the same. We will advise you of the exact date of the 
move nearer to the time.


