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WHAT IS  THE  SEA CARGO CHARTER?

The Sea Cargo Charter was officially launched on the 7 October 2020, supported by some of the world’s largest bulk cargo

owners, namely ADM, Anglo American, Bunge, Cargill, COFCO Interna�onal, Dow, Equinor, Gunvor, Klaveness Combina�on

Carriers, Louis Dreyfus Company, Norden, Occidental, Ørsted, Shell, Torvald Klaveness, Total and Trafigura; addi�onal charterers

such as Eagle Bulk Shipping and Nova Marine Carriers have since become signatories, with more charterers expected to join

them in the near future.

The purpose of the Sea Cargo Charter is to establish a framework for assessing and

disclosing the climate alignment of chartering ac�vi�es in the bulk sector and is

consistent with the policies and ambi�ons of the Interna�onal Mari�me

Organisa�on (“IMO”), including its ambi�on for greenhouse gas (“GHG”) emissions

to peak as soon as possible and to reduce shipping’s total annual GHG emissions by

at least 50% by 2050¹. In addi�on to this, it is it is intended that the Sea Cargo

Charter provides support to a number of other sustainable ini�a�ves including the

UN’s Sustainable Development Goals, the Global Logis�cs Emissions Council (GLEC)

Framework, the Carbon Disclosure Project and the Energy Transi�ons Commission to

name but a few.

Signatories are to apply the Sea Cargo Charter to all of their bulk chartering ac�vi�es

that involve:

1. on �me and voyage charters, including contracts of affreightment and parcelling, with a mechanism to allocate emissions
from backhaul and ballast voyages;

2. voyages carried out by dry bulk carriers, chemical tankers, oil (crude and product) tankers and liquefied gas carriers; and

3. a vessel or vessels of at least 5,000 gross tonnage which are engaged in interna�onal trade.

BROADENING THE SCOPE
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" The  f o c u s  o f  t h e
Po s e i don  Pr i n c i p l e s
i s  on  c l ima t e
a l i gnmen t  i n  a s s e t
f i nan ce  whe rea s  t h e
f o cu s  o f  t h e  S ea
Ca rgo  Cha r t e r  i s  o n
c l ima t e  a l i g nmen t  i n
t h e  ope ra t i o na l
s pa ce . "

However, it is intended that the Sea Cargo Charter will have a wider scope, with it being envisioned to also apply to par�es

contrac�ng for the sale and purchase of commodi�es where their counterpar�es at some point in the contractual chain are

expected to become charterers. Examples cited in the technical guidance to the Sea Cargo Charter include FOB sellers and DAP

buyers². It is expected that on becoming a signatory to the Sea Cargo Charter, such a party will use its best endeavours to ensure

that their counterpar�es will comply with the Sea Cargo Charter.

FOUR PR INCIPLES  TO COMPLY  WITH

The Sea Cargo Charter is comprised of four principles, which are to be complied with by signatories:

1. Assessment of climate alignment: Signatories are required on an annual basis to
calculate GHG emission intensity and total GHG emissions of their chartering
ac�vi�es and assess their climate alignment by reference to established
decarbonisa�on trajectories;

2. Accountability: Signatories will exclusively use only those data types, data
sources and service providers set out in the technical guidance to the Sea Cargo
Charter for the purposes of assessing their climate alignment. This is to ensure
that there is a homogenous, unbiased benchmark for signatories to follow in
respect of the verifica�on mechanisms used under the Sea Cargo Charter;

3. Enforcement: Signatories agree to work with owners, disponent owners and
business partners to collect and process informa�on necessary to determine
carbon intensity and total GHG emissions and assess climate alignment.
Signatories will achieve this through the inclusion of the Sea Cargo Charter Clause
in their charterpar�es³ for all new chartering ac�vi�es finalised a�er a party becomes a signatory to the Sea Cargo Charter;
and

4. Transparency: Signatories are to publicly acknowledge that they are signatories to the Sea Cargo Charter and agree to publish
the results of the climate alignment of their chartering ac�vi�es on an annual basis in line with the technical guidance to the
Sea Cargo Charter. This will consist of repor�ng the climate alignment of its chartering ac�vi�es on an annual basis to the
Secretariat of the Sea Cargo Charter as well as publishing such climate alignment in its relevant ins�tu�onal reports.

WHEN DOES A S IGNATORY’S  OBL IGAT ION TO ASSESS  COMMENCE?

The requirement for a party to assess the climate alignment of its chartering ac�vi�es takes effect in the following calendar year

a�er the calendar year in which that party become a signatory to the Sea Cargo Charter.

SEA CARGO CHARTER  AND THE POSE IDON PR INCIPLES

Whilst it is clear that the Sea Cargo Charter shares a number of similari�es with the Poseidon Principles there is an obvious

dis�nc�on to be made between the two; the focus of the Poseidon Principles is on climate alignment in asset finance whereas

the focus of the Sea Cargo Charter is on climate alignment in the opera�onal space.
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The alignment of the Sea Cargo Charter with the Poseidon Principles is no coincidence; both are ul�mately part of a larger

framework to achieve decarbonisa�on goals and, more widely, deliver on sustainable shipping.

[1] IMO (2018). Resolu�on MEPC.304 (72) (adopted on 13 April 2018), Ini�al IMO strategy on reduc�on of GHG emissions from

ships, IMO doc MEPC 72/17/Add. 1, Annex 11.

[2] h�ps://www.seacargocharter.org/wp-content/uploads/2020/10/Sea-Cargo-Charter_Summary-of-requirements-and-

implica�ons.pdf

[3] The form of this clause can be found at: h�ps://www.seacargocharter.org/wp-content/uploads/2020/10/Sea-Cargo-Charter-

Clause.pdf
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DISCLAIMER

Watson Farley & Williams is a sector specialist interna�onal 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 prac�cal, 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 en��es. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualifica�on in WFW
Affiliated En��es. A list of members of Watson Farley & Williams LLP and their professional qualifica�ons is open to inspec�on 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 Regula�on Authority and its members are solicitors or registered foreign lawyers.

The informa�on provided in this publica�on (the “Informa�on”) is for general and illustra�ve purposes only and it is not intended to provide advice whether that
advice is financial, legal, accoun�ng, 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 Informa�on provided is accurate at the �me of publica�on, no representa�on or warranty, express or implied, is made as to the accuracy, �meliness,
completeness, validity or currency of the Informa�on and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permi�ed by law, WFW shall not be liable for indirect or consequen�al loss or damage, including without limita�on any loss or damage
whatsoever arising from any use of this publica�on or the Informa�on.

This publica�on cons�tutes a�orney adver�sing.
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