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INTRODUCTION 

BIMCO is the world’s largest private international shipping association with members who own or 

operate more than 65 per cent of the world’s commercial fleet. Our membership consist mainly of 

shipowners, operators, ship managers, brokers and agents. Our main objective is to assist our members 

in their commercial operations, and our core activity is the documentary work. BIMCO is the world leader 

in developing standard contracts, such as charter parties and bills of lading, and free-standing clauses. 

We believe that in harmonising such standard documentation, global trade will be facilitated in that it 

will be easier for people to do business with each other across the world. Other services that we offer 

include providing quality information and advice in respect of matters relevant to our members’ daily 

operations, and education and training through both live and online courses. 

 

In a market with very high bunker prices, which may represent more than half the annual operating 

costs of a ship, there is an obvious incentive for shipowners to slow down their vessels in order to meet 

a revised arrival time when there is a known delay at the discharge port. Instead of steaming full speed 

ahead, burning maximum amounts of fuel, only to arrive and having to wait around for an available 

berth, parties may agree to implement a virtual arrival system. 

 

The primary benefit for shipowners is reduced bunker costs as a consequence of slowing down their 

vessels. From a charterer’s perspective, the incentive will consist either of lower demurrage costs, or 

savings on bunker costs, depending on if the charter party is on a voyage or time basis. From a port 

operator’s point of view, the main benefit of virtual arrival will lie in having greater control over waiting 

and queuing ships and thereby reducing unnecessary movements in and around the port. At the same 

time, the local air quality will be improved due to fewer emissions. From a more general point of view, 

the environment as whole will gain from slowing down vessels’ speeds since slower speed means less 

emissions. The number of national and international regulations aimed at reducing emissions from 

shipping is constantly increasing. For example, the International Maritime Organization (IMO) requires 

ships to have a Ship Energy Efficiency Management Plan under which owners are encouraged to 

operate their ships at speeds at which the minimum amount of fuel is used, and to coordinate arrival 

times with the availability of loading/discharging berths. 

 

Based on these benefits and incentives virtual arrival may be described as a win-win situation for 

owners, charterers and port operators. But in all situations there are two sides to the story. So what are 

the pitfalls, which commercial and contractual considerations need to be made in order to operate a 

virtual arrival regime successfully? And how will virtual arrival work in different trades? These issues, 

and how BIMCO has developed a contractual tool for implementing virtual arrival by way of standard 

clauses, is what we will be looking at in this presentation. 
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1. COMMERCIAL CONSIDERATIONS 

 

1.1 Virtual Arrival in Different Industry Sectors 

The characteristics of the various trades will have an impact on the extent of how virtual arrival is 

implemented in the various industry sectors. The concept of virtual arrival started in the tanker trade 

when BP took the initiative some years back in order to cut bunker costs. The Oil Companies 

International Marine Forum (OCIMF) then issued a paper on virtual arrival as guidance for implementing 

such a process. OCIMF also approached BIMCO and suggested that clauses were developed as a 

contractual basis for the virtual arrival process. 

 

Why it all began in the tanker trade may be explained by the fact that there are fewer players involved 

in control of the supply chain and ownership of terminals and tank farms, so that communication is 

much more efficient. Loading and discharging operations are also relatively simple, cargoes are not 

usually exposed to the weather and turnaround in ports is less prone to delay. So many of the 

prerequisites already existed in the tanker trade. 

 

In the liner trade where container ships operate at relatively higher speeds than bulkers and tankers, 

high bunker prices have had a huge impact on operating costs. The liner industry has solved this by 

starting to slow steam or even super slow steam their ships. Normally vessels in this trade are time 

chartered so it will be the charterers who pay for the bunkers. Cargo may also be shipped under specific 

bills of lading which gives the owners an express right to slow steam without liability for delay. So in this 

trade there are fewer contractual risks with slow steaming, which is the solution generally adopted as 

opposed to virtual arrival. 

 

The trade with the biggest challenge when it comes to operating a virtual arrival system is the bulk 

trade. However, it can be done and the next presentation we are going to hear is an example of that. 

The Port of Newcastle in Australia has successfully implemented a virtual arrival procedure. The reason 

why implementation of virtual arrival has been slower in the bulk sector may be explained by the fact 

that this trade is more likely to be affected by external factors. Cargoes are diversified and often weather 

sensitive. These factors tend to make delays more frequent and berth availability less predictable, which 

in turn puts a lot of pressure in terms of communication on the various stakeholders involved. It may 

also be the case that shipowners feel that there is not so much to be saved in terms of bunker costs 

and that they lose time in port to carry out maintenance work on the vessel or other in-port activities 

while waiting for berth. Depending also on how the port’s queuing system works, the vessel m ight not 

necessarily be guaranteed its place in the queue even if the ship arrives on the agreed date. But if these 

issues can be overcome, there is no reason why virtual arrival cannot work in the bulk trade as well. 

 

1.2 Sharing the Benefits of Virtual Arrival 

Once the parties have agreed to adopt a virtual arrival system, how should they then share the benefits 

or savings that are made? This will be a commercial decision for the parties. The mechanism provided 

in BIMCO’s virtual arrival clause for voyage charters works so that owners are compensated by the 

charterers for the extra number of days used on the voyage at a discounted demurrage rate. The actual 

discount should be negotiated between the parties, however a default figure of 50 per cent of the 

contractual demurrage rate is provided for in the clause. The amount of extra time used on the voyage 

should be agreed by the parties, or if they cannot agree, an independent expert should be appointed. 

Most parties will employ a Weather Analysis Service Provider (WASP) to calculate the vessel’s voyage 

performance and provide supporting reports on the number of extra days used, bunkers saved and 

emissions reduced. This may be an area of potential dispute since the same questions that arise in 
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under-performance claims may also arise here, for example, how much time would the vessel have 

taken to complete the voyage, if it had not adopted a virtual arrival scheme, and how much fuel would 

it have consumed? This is also the reason why the actual bunker savings are not shared between the 

parties under the BIMCO clause. It would simply be very difficult in practice to get parties to agree on a 

formula for calculations. The charterers save on demurrage on arrival at the port, which can be quite a 

substantial sum. Should demurrage nevertheless be incurred after arrival, in case the vessel would still 

have to wait, then the charterer will be liable in the normal way under the contract, but the waiting period 

is likely to be shorter than without virtual arrival. So looking at the overall total cost of transportation, for 

both the owners and charterers, it will be reduced. 

 

2. LEGAL AND CONTRACTUAL CONSIDERATIONS 

What are the legal and contractual considerations that you have to keep in mind when implementing a 

virtual arrival system? A contractual basis is crucial for the parties in order to deal with rights and 

obligations and to avoid disputes at a later stage. 

 

2.1 The Dynamics Between the Parties 

In order to understand the various legal and contractual considerations that has to be made before 

implementing virtual arrival, we first need to look at the different parties involved in the transportation of 

cargo and the different contracts that are in play. Very generally speaking, a vessel will be time 

chartered from a shipowner to the time charterer. The time charterer will then voyage charter the ship 

to another charterer. Of course, different constellations exist and the string of charters for the same 

vessel may be as long as up to around ten different charters. 

 

A time charter party is an agreement for the services of a ship for an agreed period of time – this may 

be for a matter of months or years. Under a time charter the shipowner is under the employment 

instructions of the charterer who pay hire for using the vessel during the period of agreement. It will also 

be the charterer’s obligation to pays for the bunkers. A voyage charter party on the other hand is a 

contract between a shipowner and a charterer to provide the services of a ship for a single voyage to 

carry cargo between agreed loading and discharging ports. Under a voyage charter the charterers have 

absolutely no operational control over the vessel. Delays on the voyage and navigational risks are 

owners’ responsibility, whereas loading and discharging operations are for the charterers’ account. 

 

So far there are only two parties involved. What happens then is that cargo is carried for third parties 

whose contract will be in in the form of bills of lading with the shipowners or disponent shipowners, i.e. 

the time charterers. For virtual arrival to work successfully, a back to back contractual basis has to be 

provided for between all involved parties. 

 

2.2 Shipowners Obligation to Proceed with Reasonable Despatch 

One of the main potential pitfalls for an owner agreeing to virtual arrival is delay claims by charterers 

and other third party cargo interests. At common law, as well as in most other jurisdictions, and under 

most charter parties, the owner will have an obligation to proceed on the voyage with reasonable 

despatch, sometimes referred to as due despatch, or utmost despatch. This means that the vessel 

should proceed on the voyage without reasonable delay and without deviating. This fundamental 

obligation is well established and will apply unless the parties have agreed otherwise. If a vessel 

deliberately slowsteams it will be a breach of this obligation. This is what happened in the recent High 

Court judgment The Pearl C [2012] 2 Lloyd’s Rep. 533. Although this was about slow steaming, the 

discussion about reasonable despatch will be equally relevant to virtual arrival cases. In this case the 
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charterers withheld hire for alleged underperformance, contending that the vessel had failed to proceed 

with utmost despatch as required under the charter party, and that they were entitled to deduct the time 

lost due to slow steaming under the off-hire clause. The performance warranty in the charter party was 

used as a yardstick and compared with the vessel’s actual speed to assess whether the vessel had 

proceeded with utmost despatch. After the Court had established that deliberate slow steaming was the 

only reasonable explanation for the slow performance of the vessel, it held that the owners were in 

breach of their obligation to proceed with reasonable despatch and that the vessel was off-hire. 

 

What can owners do then to avoid being in breach of their legal and contractual obligations and thereby 

avoiding such claims? BIMCO’s virtual arrival clause for voyage charters expressly deals with this issue, 

both in the relationship between owners and charterers, and between owners and other third party 

cargo interests, such as bill of lading holders. If this clause is incorporated into the charter party, the 

charterers may request owners to adjust the vessel’s speed to meet their required time of arrival at 

destination without the owners being in breach of the due despatch obligation. In order to protect owners 

against third party claims for breach of the due despatch obligation, charterers are further required to 

ensure that the virtual arrival clause is incorporated into the bills of lading issued under the charter party. 

However, the incorporation of the clause into bills of lading may not always be sufficient to protect 

owners from third party claims. There may be mandatory national laws requiring the carrier to proceed 

with reasonable despatch, which a clause in a bill of lading would not be able to override. Shipowners 

that have incorporated the BIMCO clause are protected by an indemnity provision requiring the 

charterers to indemnify the owners for liabilities arising from claims for breach of the obligation to 

proceed with reasonable despatch. 

 

For time charters, owners’ obligation to proceed with utmost despatch may be amended by a contractual 

provision, such as BIMCO’s Slow Steaming Clause, to give charterers’ control over speed. Where this 

is agreed, it follows that, as between owner and time charterer, matters of reasonable despatch and 

delay are not an issue. Similarly to the virtual arrival clause, the slow steaming clause also covers the 

relationship between the shipowner and third party bill of lading holders. 

 

2.3 Laytime and Demurrage 

The other possible area of dispute if agreeing to virtual arrival is the one relating to the laytime and 

demurrage provisions found in most voyage charters. Laytime is the time agreed for loading and 

discharging which is included in the freight paid by the charterers. Demurrage is an agreed amount 

payable by the charterers to the owner in respect of delay to the vessel once the laytime has expired. 

There is often a lot of money at stake here and that means that this is an area of frequent disputes. In 

order for owners to start the laytime clock the vessel must have arrived at the agreed destination, be 

ready in all respects and the owners must tender a valid notice of readiness to the charterers. Whether 

a vessel can be considered an arrived ship or not depends on the terms of the charter party. If the 

charter party specifies a certain berth then the vessel must have reached that berth in order for the 

laytime to start. If the charter party just names a port then the vessel is arrived if it is within the port, at 

the immediate and effective disposition of the charterers. If the parties intend to adopt a virtual arrival 

system where the owners should be able to tender a valid notice of readiness so as to start laytime 

before the vessel is an arrived ship, clear wording to that effect is essential. BIMCO has developed a 

set of Laytime Definitions for Charter Parties (2013) to explain the meaning of laytime and demurrage 

terms used in contracts. For example, if it is a berth charter, the term “whether in berth or not” can be 

used to entitle owners to tender a valid notice of readiness once the vessel reaches any usual waiting 

place at the port if the designated loading or discharging berth is not available on arrival. Similarly, the 

term “whether in port or not” will entitle owners to tender a valid notice of readiness in order to start 

laytime to run from any recognised waiting place off the port if the usual waiting place at the Port is not 

available on arrival. The consequence if the owners fail to provide the charterers with a valid notice of 

readiness is that laytime will never start, and as a consequence not demurrage either. That would mean 
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that the owners would be paying for the waiting and loading time when in fact it should have been for 

the charterers’ account. 

 

CONCLUSION 

Virtual arrival is about reducing inefficiencies in the shipping industry. It is an opportunity to save fuel 

and costs, reduce emissions and enhance port safety. But there are a lot of considerations to be made 

for virtual arrival to work successfully, ranging from commercial to legal and contractual issues. 

Establishing a contractual basis for the procedure is crucial to avoid claims and disputes, in particular 

when it comes to the reasonable despatch obligation and valid notice of readiness. Communication 

between all involved stakeholders such as the owners, charterers, receivers and ports is also 

fundamental. If these challenges can be overcome virtual arrival will be an attractive option for involved 

parties and the BIMCO clauses would give a solid foundation to operate from. 

 


