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Marine Insurance: A Trader's Guide

Actual Total Loss (ATL) — The complete physical destruction of the insured cargo, its disappearance beyond recovery, or damage so severe that it is no longer recognisable as the thing insured.

Average — In marine insurance, any loss or damage to the subject matter insured. Not to be confused with the everyday meaning of the word. Hence particular average (partial loss affecting one interest) and general average (shared loss across all interests in a common maritime adventure).

Average Adjuster — A specialist professional who prepares the general average adjustment: calculating the total sacrifice and expenditure, valuing the contributing interests, and apportioning the contribution among all parties.

Cargo Interest — Any party with a financial interest in the safe arrival of the cargo, including the shipper, the consignee, the bank holding a documentary credit, and any intermediate trader who holds title during the voyage.

Certificate of Insurance — A document issued under an open cover certifying that a specific shipment is covered by the policy. The certificate is the document presented under a documentary credit to prove that insurance has been arranged.

Clause (A) / (B) / (C) — The three standard forms of the Institute Cargo Clauses, providing progressively broader coverage. Clause (A) is the broadest; Clause (C) the narrowest.

Constructive Total Loss (CTL) — A situation where the cargo is not physically destroyed but is reasonably abandoned to the insurer because the cost of recovery and repair would exceed the insured value. The insured may give notice of abandonment and claim a total loss.

General Average (GA) — A principle of maritime law by which any extraordinary sacrifice or expenditure intentionally and reasonably made for the common safety of ship and cargo is shared proportionally among all the interests involved. Governed by the York-Antwerp Rules.

General Average Bond — A guarantee provided by the cargo owner (or their insurer) to the shipowner, undertaking to pay the cargo's proportionate contribution to the general average fund when it is finally adjusted.

Hague-Visby Rules — The international convention governing the liability of sea carriers for loss or damage to cargo. Incorporated into Australian law by the Carriage of Goods by Sea Act 1991 (Cth). Sets limits on carrier liability per package and per kilogram.

IATA — International Air Transport Association. The body that regulates conditions of carriage, safety standards, and the Dangerous Goods Regulations for international air freight.

IMDG Code — International Maritime Dangerous Goods Code. The international regulations governing the transport of dangerous goods by sea, specifying classification, packaging, labelling, stowage, and documentation requirements.

Inherent Vice — The tendency of certain goods to deteriorate or damage themselves by their own natural properties, without any external cause. Excluded from all marine cargo insurance policies.

Institute Cargo Clauses — The standard form marine cargo insurance clauses developed by the Institute of London Underwriters (now the International Underwriting Association). The current editions are the 2009 revisions of Clauses (A), (B), and (C).

Institute Strikes Clauses — Optional additional clauses that extend a marine cargo policy to cover losses caused by strikers, locked-out workmen, riots, civil commotions, and acts of terrorism. Purchased separately from the main policy.

Institute War Clauses — Optional additional clauses that extend a marine cargo policy to cover losses caused by war, civil war, piracy, capture, seizure, and derelict weapons of war. Purchased separately from the main policy.

Insurable Interest — The legal requirement that the insured must stand to suffer a genuine financial loss if the insured property is lost or damaged. A person without insurable interest cannot validly insure the property.

Jettison — The deliberate throwing overboard of cargo to lighten a vessel in danger. The classic example of a general average act.

Lloyd's of London — The world's leading insurance marketplace, tracing its origins to Edward Lloyd's coffee house in the City of London in the late seventeenth century. Lloyd's is a market of underwriting syndicates, not a single insurer.

Loss Adjuster — An independent specialist appointed by the insurer to investigate a claim, assess the cause and extent of the loss, and recommend the amount payable.

Montreal Convention — The international convention governing the liability of air carriers for loss or damage to cargo. Caps carrier liability at approximately 22 Special Drawing Rights per kilogram.

Open Cover — A standing marine insurance arrangement that automatically covers all shipments falling within agreed parameters (cargo type, route, maximum sum insured) as they are declared by the insured.

Particular Average — A partial loss of the insured cargo that is borne solely by the owner of the damaged goods, without contribution from other cargo interests. Covered under Clauses (A) and (B), and under Clause (C) only if caused by a specifically named peril.

Port of Refuge — A port at which a vessel puts in, other than its intended destination, because of damage, breakdown, or other emergency. Costs incurred at a port of refuge may give rise to a general average claim.

Premium — The price paid by the insured to the insurer for the insurance coverage. In marine cargo insurance, typically expressed as a percentage of the insured value of the cargo.

Reefer — A refrigerated container or vessel, used for the transport of temperature-sensitive cargo including fresh produce, frozen goods, and pharmaceuticals.

SDR — Special Drawing Rights. The unit of account used by the International Monetary Fund, and the basis for calculating carrier liability limits under the Hague-Visby Rules and the Montreal Convention. The SDR value in Australian dollars fluctuates with exchange rates.

Sue and Labour — The duty of the insured to take all reasonable steps to avert or minimise a loss, and to protect the insured cargo from further damage following an insured peril. Reasonable costs incurred in discharging this duty are recoverable under the policy in addition to the main claim.

Subrogation — The right of the insurer, having paid a claim, to stand in the shoes of the insured and pursue any third party who caused or contributed to the loss. The insured must not do anything to prejudice the insurer's subrogation rights.

Uberrima Fides — Latin: utmost good faith. The foundational principle of insurance law requiring both the insured and the insurer to
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