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EXAM 

JUS5401 

Spring 2018 

Date:  29 May 2018 

Time: 09:00 – 13:00 

Part I 

The Norwegian company, Car AS, was in the business of exporting second-hand cars from Norway to 

African countries and entered into a voyage charter with the Norwegian shipowner, Ship AS, for a transport 

from Drammen, Norway, to Nigeria. The charter was made in a simplified manner, without the use of 

standard form, and contained amongst other the following: «Carriage of second-hand cars, about 100 

entities. Freight agreed to be NOK 1 mill. lumpsum. Lability for cargo damage to be governed by the 

Norwegian Maritime Code».  

Loading at Drammen took place without any problems and upon completion of loading the Master issued a 

written note: “I confirm having received onboard 100 entities of used cars». Bills of lading were not used 

since the cargo would not be sold én route. 

However - a fire broke out on board the ship about an hour after departure from Drammen. The 

circumstances behind this were: 

During loading it was unusually cold in Drammen - minus 27 degrees Celsius - and problems occured in that 

the pipes supplying freshwater from the ship’s water tanks to sundry domestic use, froze. The people 

onboard considered various ways of resolving it, including the hiring of heating fans from shore, but the 

Master decided to use blow torches (open fire) in order, carefully, to heat the pipes where they appeared 

visibly along the walls of the ship’s holds, a technique which had been successfully used on previous 

occasions in similar weather conditions. This decision was taken by the Master while the ship was still 

loading but the heating work itself was commenced after the ship had left berth.  

The heating functioned well until the mate who performed the work was about to heat the pipes towards 

the tank top (the “floor” of the cargo holds). Here some diesel fuel had leaked from some of the cars, and 

the diesel became ignited. This quickly led to a fire to the adjacent cars. However the fire was relatively 

quickly brought under control by the use of the ships fire extinguishing system, combined with the fact that 

the cargo hold was separated by bulkheads. The ship therefor continued its voyage. Moreover, the problem 

with frozen water pipes turned out to be resolved. 

Upon the ship’s arrival in Nigeria the following was established: Five cars were considered totally destroyed 

and with no market value. In addition Car AS as owner of the cars was imposed a destruction fee by the 

local authorities in the amount of NOK 10.000 per car. The market value in Nigeria per car in undamaged 

condition was NOK 100.000. 
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Five more cars were damaged by smoke and entry of powder from the fire extinguishing system. The loss in 

value was here assessed to NOK 50.000 per car.   

Car AS claimed damages for the total losses as above described. Ship AS denied liability by invoking liability 

exception for fire. Alternatively/ subsidiarily Ship AS claimed that it was in no event liable to pay the 

destruction fees of the cars which were totally destroyed, and it claimed to be protected by limitation rules 

(the weight per car turned out to be 2.000 kg. 1 SDR=10 NOK). 

Q 1: Is Ship AS liable? 

Q 2: Assuming such liability, in what amount is Ship AS liable? 

Part II 

A discussion also arose concerning payment of freight. Car AS claimed to be entitled to pro rata reduction 

of the agreed freight based on the cargo damage which had occurred. Ship AS disagreed. According to Ship 

AS there was no legal basis for any reduction in freight when, as here, lumpsum freight had been agreed.  

Q 3: Is Car AS entitled to a reduction in freight and, if so, in what amount? 

Part III 

The following is only to be answered briefly: 

Q 4: What is the main characteristic(s) of knock-for-knock as a liability system? 
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