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In Sevylor Shipping v Altfadul Company (The Baltic Strait)[1], the English High Court held that an owner was liable to a consignee
bill of lading holder for its full damages claim in respect of a deteriorated cargo of bananas, even though the consignee had
previously been compensated for over half that amount under a previous settlement reached with the intermediate seller. This
outcome seems difficult to reconcile with key principles of English law and, in future disputes, may not apply or may be open to

challenge.

The legal argument in front of the court, and the court’s decision, focussed on highly technical and detailed arguments about the
meaning and effect of the Carriage of Goods by Sea Act 1992 and the application of case law dating back to 1937 (R&W Paul Ltd
v National Steamship Company Ltd (The Harcalo)[2]). The court concluded that the consignee had title to sue, that its claim was
for the full difference between the contract value of the cargo and the actual damaged value of the cargo and that, pursuant to
R&W Paul, it made no difference to the quantum if the consignee had already made partial recovery from the person from
whom it had purchased the goods. The court also seemed to confirm that the precedent case law dictated that the consignee
could recover such sums irrespective of whether it undertook to hold any ‘double recovery’ on trust for its seller. The owner was
found liable to pay the full sum to the consignee without deduction and no credit was given for the amount the consignee had

already recovered from its seller.

A key tenet of the English law approach to damages is that damages should be compensatory, i.e. damages should attempt, as
far as money is able, to put the claimant in the position it would have been in had the contract been properly performed.

Precedent on this principle dates back to the 19th century and it has since been repeated on numerous occasions in the House
of Lords (now the Supreme Court). The decisions in The Baltic Strait and R&W Paul do not appear to consider this principle and

their outcomes seem to offend it because they risk handing the bill of lading holder a windfall.

Therefore, whilst owners faced with claims from bill of lading holders who may have made some recovery from elsewhere are
likely to have The Baltic Strait quoted at them as justification for a full damages claim, that may not be the end of the matter.

Owners still have powerful arguments to reduce any quantum for which they may be liable.
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DISCLAIMER

Watson Farley & Williams is a sector specialist international law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide practical, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated entities. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualification in WFW
Affiliated Entities. A list of members of Watson Farley & Williams LLP and their professional qualifications is open to inspection on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number OC312252. It is authorised and regulated by
the Solicitors Regulation Authority and its members are solicitors or registered foreign lawyers.

The information provided in this publication (the “Information”) is for general and illustrative purposes only and it is not intended to provide advice whether that
advice is financial, legal, accounting, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Information provided is accurate at the time of publication, no representation or warranty, express or implied, is made as to the accuracy, timeliness,
completeness, validity or currency of the Information and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permitted by law, WFW shall not be liable for indirect or consequential loss or damage, including without limitation any loss or damage
whatsoever arising from any use of this publication or the Information.

This publication constitutes attorney advertising.
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