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INTRODUCTION

This third report of our analysis of major claims develops further the detalled
analysas published in the two previous editions based upon an increasing
number of claims now available for analysis,

The UK P&l Club is commifted to quality; bath quality in respect of the standards
i which Members adbere in their own operations and also guality of service to
thase Members by the Club and its Managers. This analysis seeks to advance
both these aims:; it is itself a service to the Members who will, by considering
the collective claims experence of their fellow Members, be able to review thair
own exposure to P& daims and consider haw they might best reduce that risk.
Cuality Is, of course, much wider than mere avpidance of P&l claims. yet the
measures necessary (o achiews the latter will inevitably contribute to enhancing
the former.

This report develops the conclusions of the previous bwo reports and, for the first
time, approaches claims from the perspective of the relevant trade ype, e,
tankers, bulk carriers, etc. It continues 1o rellect suggestions received from
Members in response to the previous bwo editions, and the Managers would
welcame Eny comments and proposals from Members as to what further
informaticn of value to them might be cbtained from the substantial data which
the Managers hodd in respect of the claims of almost one guarter al the world's
blue water tonnage.

It is known that a number of Members have incorporated the report into their
internal training programmes. and this is of course welcomed by the Club as a
most obvious and practical utilisation. &s part of the Club service, tha
Managers have prepared a limited number of sets of slides and cverhead
transparencies of the graphs in the report, together with short speaker's moes;
Members who would like a set, erther on loan o for thelr retention, are invted
to contact the Managers' London agents.

STRUCTURE OF THIS REPORT

This year's report is in thoee sections. The overview degcribes the scope and sipe of
the analysis and sets it in the context of the overall daims exparience of the UK
P& Club, The relative impartance of heman error, structural failure and other
Bpitars @re discusied in Section bwo - “Summary of Findings®. The third section
i% divided it four parts, where the clalms arising from each of tanker, bulk
carrier, refrigerated vessel and dry cargo operathons are reviewed separately so
that Memisars who operate such ships can more easily consider how thelr own
experience compares with that of the Chulb, Bulk carrier claims are examined in
particular detal in this report because of the widespread industry concems
about the dilficulties of operating these ships safely, Tankers, dry cargo ships
and recfers together provide a spectrum of operations whech Hllustrates the
different patterns of claims experienced by each.
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1. OVERVIEW

The purpose of the overview is to describe the key factors of the analysis and to
explain the wignificance of the analytical findings in the context of the overall
claims experience of the UK PSI Club, The Club provides protecting and
indemnity cover for ownars or charterars of some 8,000 ships, predominantly
ocean-geing, which together comprise between 20 and 25 per cent of the
world's deepwater fleet. The ships entered in the Club are broadly
representative of the world fleet overall, in terms of tonnage and type of ships,
areas and types of awnership, Aag, class and risk profile.

The analysis is thus capable of being interpreted as reflecting the major claims
experience of the whole industry over the period of review, To Fadilitate study,
the profile of the Club's entered tonnage is wtilised in a number of the tables n
the report. The profile does in Fact change slightly each year as existing ships
get cdder, new ships are entered into the Club, new Members bring new and
olider ships into the Club and some ships are removed from the Clulb, sorapped,
Ewid up o lost at sea, An average profile has therefore been wtilised in the
repart (o provide the necessary measursmant,

THE PERIOD OF REVIEW - POLICY YEARS
FROM 1987 To 1992

The analyses examines the undertying causes of the 1,971 major claims against the
UK P&l Club Members arlsing between 20th February, 1987 and 31st
December, 1992, which had been notified e the Club by that Ltter date and

were capable of analysis,

SIZE OF CLAIM

The claims analysed, described as major claims, are those for which the amount
pakd plus the amount of any outstanding estimate {in sach case net of any
deductibie} together total at least USS 100,000, This is the same threshold as
utilised in the previous two editions of this report, and thus it may be
congidersd that the number of such claims is increasing partly as a result of
inflation. In practice, the effect of inflation over the tmescale al the three
editions is negligible. It will, in future years, be necessary to adjusst for inRation
in orgder to develop certain information regarding trends; the principal benefit
of the analysis, however, which is to address ssues af causation, benefits from
the Inclusion of the largest number of claims possible, The threshold of
5100000 was selected partly because this provides a sufficient number of
claims for statistical purposes, but also because claims in excess of that
amount tend Increasingly to impact upon the wider membership rather than
pust the record of the owher cancerned.
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OVERVIEW

CLAIMS HANDLING FEES

Both paid fees and estimates of any future fees are included in the values, Table 1
shows a proportionate breakdown, by palicy y&ar, of the total amounts
involved. The amounts are divided into paid claims [payments of Members
clamms|, paid fees (fees which have Been paid to surveyors, lawvers or other
experts), and estimates (Cwrrent estimates of the total future payments for each
clairm file, including both the claim amounts and fees). Pald fees make up aboul
nine par cent of the cost of mapor clalms n the older policy years, but rathes
less In the boss developed years - although this propartion will increase as the

claims mature
TABLE | - THE BALANCE BETWEEN CLAIMS, ESTIMATES AND FEES

]

100
4
a
£
2
a
1541

a9

(=

=

=

=

198y 958 1389 1990

B fecs [ tsonates [ P o

| &=



OVERYIEW

TYPES OF CLAIMS

The review takes account of all major claims reported within the risk period
irrespective of the type of liability nvolved. As measured In December 19932,
there were 1,971 such clalms with a gross value of 3989 million, 95 per cent
of these claims are in respect of cargo. personal Injury - including injury o
passengers, Créw members and sievedorss - property damage, pollution and
collision. The few remaining claims relate o wreck removal, fines and
unrecoveratle general average, Table 2 shows the pattern of these claims

analysed by reference to the type of risk concerned

TABLE Z - TYPES OF MAJOR CLAIM
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A

VALUES OF CLAIMS

can be seen from tabke 5, there are a substantial rumber of claims which, while
expeading 5 100,000, are less than 250,000 - almost 60 per cent. & furthar
25 per cent of claims fall in to the next band. The remaining four vadue bands
have a redatively small number of claims in each, although the value of thods
clairms is highly significant in the Club’s overall performance.

TaBLE 3 - VALUES OF MaJor CLAINS
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REINSURANCE

Az Members are aware, the Club, through the Internationad Group of P& Clubs,

protects 1ts funds through the pooling arrangements and the substantial
reinsurance programme placed by the Intermational Group In the commercial
refsurance markets worldwide, For the purpose of the analysis, however, the

ocgeeration of this reinsurance structure |s doregarded, with no allowanoe being

mmi&de for reinsurance recoveries from the Pool or market resnsurers. Conversaly
however, the review ooes not Include any of the payments made by the Club in
respect of the Pool dlaims of the ather 14 Clubys in the International Group

|



COVERVIEW

For some years. the UK Club has been pursuing a policy of raising the paint at
wihich the Pood begins to operate, in order better (o insulate Members of the
LK Cluly from the actions of owners entered elsewhere. From 1987 to 1980
tlaims above 51.2 milken were pooded: in 1990 and 1991 the leved rose (o
S1.6 millign, in 1992 1o 52 million and the level is currently 53 millign. In
furtherance of the Club strategy. It 5 expected that this level will nse to
54 million in Februsary 1996 and £5 million shortly thereafter. Over the six
yvears of the analysis, only 131 claims have exceeded the 1987 pooling
threshold of 51.2 million.-Crer the same period, only 43 claims out of the total
1,971 [ie, 2.2 par cent] exceed 53 million. The impact of thewe claims in ferms
of value, however, is very substantial. since those &3 large claims aocount for
some S360 milllion or 52 per cent of the gross value of major claims,

CaUsES OF VERY HIGH VALUE CLAIMS

There were 94 claims occuring during the risk period coversd by This study which
Individually cost in excess of 1,600,000, Table & shows the frequency
distribution of these %4 claims of very high value analysed by reference o type
of risk. As can be seen, claims from damage to property and cargo claims
contribute to aimost half the number of such incidents, followed by the

consequentces of collision and polluthon incidents

TABLE 4 - TYPES OF VERY HIGH VALUE CLAIMS
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OVEEVIEW

Analysing these wery high value claims by detailed cause, table 5 below indicates
that ship sinkings, groundings and bad cargo handling predominate
Lamparing this table with the equivalent table in the 1992 edition, Members
will note that there has been o significant intrease in the propartion of such
claims attributable to sinking, and a corresponding reduction in claims caused
by grounding and bad handling. Afthough the nember i statstically very small
and therefore liable to fuctuate significantly from year o year, this sharp move
may indicate the growing number of probBlems be ng encountered with
inCreasing age.

Although much has been written regarding the serious bullk carrer casualties, an
analysis of the very high walue claims which have impacted upon the UK Club
snows that tankers still predominate at this high bevel. Members are, however,
reminded that, at this high kevel, the greater cost of tanker claims s taken into
account in appartioning the Club's reinsurance costs fairly acress the
membership

TABLE 5 - CAUSES OF VERY HIGH VALUE CLaMS

Ship mackenery tadure 5%
Shed plate fikae 5%

Bad Fusding 16%

Bl Slcewde 5%

Sank 6%
Dismage prlor bo losding | 1%

Inadequaks holdtank coatings 5% Fire 1 1%

Grounding 16%

All types of ship entered in the Club cccasionally have wery high value claims
Table 6 compares the number of cladms from each type of ship against the
numiber that would randomily be expected fromethat type of ship purely by
wirtue of the number ol similar ships in the Club



TABLE & - TYPES OF SHIF PRODUCING VERY HIGH VALUE CLAIMS
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TREND OF MaJOR CLAIMS

Table T shows the averape valug of majpor claims distributed by podicy years. The
figures indicate the mumber and valee of the daims in each policy year, The
latest year, 1992, % éxcluded because the number and valee of claims notified
to date is st relatively undevetoped, and the average s thus statistically
unreliabie, As can be Seen. the average value of the claims remains steady
argumd 5500000, The redeced number of major daims in 1991 and the early
indications from 1952 [not shown) do give some cause for optimism that
measures taken by Members to reduce claims are meeting with a degree of
success. Given the high average value of major daims, each claim that can be
awcided doss have a significant imipact on the Chulb's overall cost to Members,

TABLE 7 - AVERAGE VALUE OF MAJOR CLAIMS
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MaJOR CLAIMS COMPARED WITH ALL CLAIMS

Despite the great emphasis which the Club rightly places on the 1971 major
claims which ooourred over the six policy wears, it must not be overiooked that
these represent only 1.38 per cent by number of all the claims experientad by
Members and reported to the Club, The reason for the concentration is,
howeyer, evident when the value K considerad - that small number of daims,
Still under 2,000 over Six years, hat contributed 71 per cent of total claims
values on the books of the Club over the period. It is thus evident that
avaidance of major dams has a much more immediate and significant impact
upan the Clul &% 3 whole than any other single action that Members can take,
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TABLE B - COMPARISON OF CLAIME ABONVE AND BELOW 100,000

Arned 5 100K 1, 38% Bajow 51008 282 1%

Below & 00K 2HE3% Above 3 100K 71.79%

Mumbser of claims Value of claims

It is possible to conclude from this and from the previous reports that it is difficul
o predict whether an incident will lead to a mapor claim oF & minor claim. The
Club views the overall picture statistically in this analysis, but from the
perspective of an individual Member, who is unlikely to suffer a major claim
with any significant degree of frequency, the difficult message pointed up by
this fact is that the way to sveid major claims is to concantrate on avoldance af
Claims of any Size. b is for this reason, amongst others, that loss prevention
measures and the consequential pursuit of ever higher standards of operating
quality remain central to the Club's strategy.

PREMIUM

AL Members are gware, the Club rates each Member individuslly by reference o
the owerall pattern of risk which a Member presents to the Club, taking into
account particularly past performance of a Member, together with operational
and other resevant factors, and also the randomness with which certain types of
claim occur. This analysis, however, views the Club's experience from a
statistical perspective, and does not permit any conclusions (o be drawn as bo
the premiurm structures of the Club, the rating applied to any individual o type
of Member, or the Club's total income, which alse meets overheads and
reinsurance costs. Nevertheless, the development of this analysis makes a
significant contribution to the underlying task of keeping premium levels
continually under review 1o ensure that risk is adequately reflected in individual

ratings.
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2. SUMMARY OF ANALYTICAL FINDINGS

2.1 MaIN CAUSES OF CLAIMS

Table & shows the main category of cause of all the major claims as a percentage
of the total number of claims, The main cause is the cause which |5 most
chviously linked to the incident giving rise to the subsequent claim, Wherse
there |s a direct human act or decision taken by an individual which is
immediately causative ol the incident leading to the claim, the claim will be
attributed B0 human efrer even though there will often ba other factors present
withaut wiich the hiiman act would not have resulted in the loss,

TABLE O - MAIN CAUSES OF MAJOR CLAIMS

Oiher 6%

Under imestipation 5% Deck afficer evor 37%

Strmuctural lnbere 12%

Engrsar officer sror &%
Showe error | 3%

Crew eror 15%
Bl gl Pailure 7%

Equipment laiers 9% Pilo error 6%

Human error is nat, of courss, limited to areas of direct action and there can be no
doubt that many af the claims attributed to mechanical and structural (slure
have their real cause in lack of maintenance and proper cade for the fabric and
equipment on board $hips, which is iself attributable to human falling. This
failing may also ootur at the design stage, the construction stage of indesd
during periods of maintenance. It should not however e assumed that the
human errar is one for which culpability mest automatically be attributable; a
sigmificant numiser of clams arise where there has been an ermor of judgrment
made by a responsible and careful individual, Mevertheless, aven in these
cases, there are often factors present such as fathgue, overwork of economic
presiures which help to colour that judgment and may @ themsebes contribute
16 the human mistake

As in previous years, heman error dominates the causés of magor claims and thus
the Cheb continwes B0 encowrage all Memibers to address the human ssues as
much as the structural and mechaniesl factors, although these remain an
important part of the ownership and management of ships. Moreover, with an
increasing numbser of claims mow available to be analysed. it is possible to look
more closely at claims where there is an element of structural fallure,
particudarly in the bulk carfies and tanker trades - these are explored more fully
in the respective parts of Section 3



HumaN ERROR

Thres oul of every five major clams are directly related 1o an error on the part of
one or more individeals engaged in the operation of the Member's ships. The
previous edition of this report made a number of abservations on this subject,
wihich Members have endorsed.

There k& evidence that well-informed and properly trained personnel can be over
confident, careless or even rechiess in responding to commercial pressuras.
There are tempefamental factors suech as fatiges, discombort. boredom. anger,
and stress which make peaple more prone 1o mistakes than might otheryise be
the case,

Pride is an interesting example: most mariners have considerable pride in their
performance, but this can on oocasion lead to a fEilure to seek assistance or
advice with consequential disaster, Perscnal injury claims demonstrate this
most obviously with sallors carrying out single-handedly tasks for which they
should have some hedp, with resultant back strain injuries.

Property damage claims are aften caused by confusion, particularty where a pliot is
involved, The Club's study into pilotage continues (jointly with that of the other
International Group Chls) bul experience mndicates thal thers § Ao substitule
for a proper pilot’s conference with the pilot and master considering together
all likely eventualities and clarifying exactly where responsibility fies at each
stage of any manaeuwvre,

Language problems also have a part to play in contributing to error. These are of
course particularly significant during pilotage operations. Mot anly may the
pitol and master have difficulty understanding one anotiher, but the potential
for misunderstandings betwean officers and crew i$ ever present in mixed
nationality ships and the conseguences are inevitably more serious where there
is litthe or no margin for error, such as in berthing or bunkering.

Fatigue is a continuing cause for concern, with smaller crews and shorter turn
round thmes in harbour, often themselves periods of Intense activity, Fatigue
redy also e an element in explaining unhappy arithmetical mistakes in
calculating stability and other important professional matters,

Az the previows report chserved, human error cannot be eradicated. but there is
no doubt that thoughtful and well designed working environments. sound
procedures, training and standards of good practice help to make such
Incidents less Mkely.

The Club's Inspectors have confirmed that many masters and officers at sea are
unagware of the conseguences of incidents which ghve rige to P&l claims, nat
surprisingly since the subsequent action of seltling such claims is normally
carried oul by owners in conjunction with the Clul, The Clib's Managers
believe that a greater awareness by masters and key officers of the
consequence of these claims will help to enhance a culture of care and

ARALTTICAL FINDIMGS



ANALTTICAL FINDIRGS

cantribute to rising standards. They have accordingly distributed to all
Members 3 video designed to increase the awaraness by seagoing staff of
where claims arise and how avoldable many cialms are; they are also publishing
& new repular lodd prevention newslsiter tarpeted at raising this awareness of
risk. [Members may obtain additional copies ol vided and newsletiers rom the
Managers’ London Agenis],

AGE OF SHIP

A statistical comparison of the age of shigs imvalved in major claims compared with

the ccourrence of human error and the incidence of ship Beilure confirms Lhe
fimdings in previous years of a distinct coincidence in ships betwesn 10 and 1 &
years old - see Table 10, Why this should be so is still not yet dear from the
analysis. There & no doubt that age plays a part in ship fallure but given the
apparent correlation of the risk factors, it seems reasonable to sugpest that the
dificulties of running ships At this high risk age adds Lo the pressures on the
individuals concerned leading in turm (o a greater incadence of human errof,
Albernatively it may be that it is the consequences of human ermor that are
mare serious on ships of this age because of the deteriorating condition of the
ships. Inevitably, however, the correlation, which is now based on the
substantial total sample of 1,971 claims, lends further support to the views of
these wha considér that many human errors would not lead o such significant
claims had the ships involved been maintained (o a higher standard.

TaBLE 10 - HUMAN ERROR AND AGE OF SHIPS
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AMALTTICAL FINDINGS

It is however noteworthy that claims octur in ships of all ages, whether caused by
ship fallure or human error. Simplistic inking of claims to age as a cause is not
justified by the statistical analysis, Rather, the spread, albeit uneven, confirms
that many of the magor claims arfse from the same kinds of errors that give rise
to smaller claims every day of the week. It is merely some additional factor
particulas to the indisdual circumstances that causes & routine mishap to
develop into a major daim. Assuming that such errors will always be with us, it
is clear that the role of loss prevention must therefors inclede substantial
measures to try and minimise the effect of mishaps as well as seeking to avoid
them aitogether. This indicates that a high quality operator will sesk to place
emphasis on fail-safe systems, positive reporting of incidents - including near
misses - and good contingency planning and practice. He will also utiliss lessong
learned in relation to risk management from other transportation industries
including aircraft and railway systems, and continuously strive to develop
internal measures to improve performance. In pursuit of the Club's
determination that its membership should comprise owners commitied ta high
quality, it is encowraging that the ship mspectors are finding evidence in most
ships of increased measures put in place by shipowners to improve safety and
b ol incidents which cause claims.

QUALITY OF TONNAGE

Age continues to be a significant factor in relation to structursl failure claims,
particularly in ships in excess of ten years old, although it must not be
everipoked that there is a significant numbier of uch elaams in ships undar eight
years old. The number of dlaims available for analysis where structural fallure
has been identified as a main cause is now such that it is possible to analyse
them by reference to the actual age rather than age band. Tabée 11 Indicates
the result comiparing the number of incidents with the average number of ships
entered in the Club ower the period concerned ithe average Club profile). Ships
of 14 years old are conspicucus in their contribution to structural failure claims
but there is further evidence that ships of 15 years to 20 years generally
contribute & dispropartionate number of claims, reflecting the difficulty of
operating these ships to the necessary high standards. Further emperience in
20-22 yewr old ships, albeit based on a smaller numbser of ships of that age in
the clidy, indicate there is a continuing hagvy maintenance burden on those who
aperate older ships, with serious consequences when things go wrong,
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TABLE 11 - AGE AND STAUCTURAL FAILURE LLAIMS
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[he structural failure claims have also been analysed by reference to the years in
which ships were built. Table 12 shows the structurad fallure claims of each
generation of ships - a generation being the ships of which the consiruction was
completed in a particular year. The number af claims on ships of each
generation is then expressed as a percentage of the average number of ships ol
that same generation in the club over the persod 1987 to 1992, It must be
read with some care: for Instance the 1587 generation self is only now Sk
vears old, whereas the 19852 generation passed through the analysis persd
when its ships were between lve and 1én years oid. 1T s however intereshing (o
note that the pattern s nol even, nor is there evidence of a simple trend. The
generations of 1985, 1982, 1980 and 1973 have all performed kess well than
the generations mmediately gither side of them. The 1971 peneration, whach
passed through the analysis perscd when its ships were between 16 and 21
years old, is particularly distinctive - Nine per cent of the ships of that
generation entered in the club have had a major claim related o strucharal

l@ilure during the period under reviow



TABLE 12 - STRUCTURAL FAILURE CLAIMS AMALYSED BY YEAR OF BuiLD
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These findings wnderling the importance of the LUK Club’s continued policy of

maintaining the age requirement for & condition survey of ships offered for
entry into the Club at ten years rather than later |as used to be the casel. In
assessing the guality of those who operate older ships, morecver, particular
emphasis is being placed on ensuring that the prospective owner has both the
capability and the résources to make the necessary imvestment in maEntenance
of the fabric of the ship,

The findings of the LK Club's Analysis corredate closely with those published by the

institute of London Underwriters in their hull casualty statistics. The holl
undenariters too have experienced disproportionately adverse experience from
shigs i the 1519 year old ape band, While it must not be overiooked that
atructural failures are more likely to result in a bull and machinery claim than in
a P&l claim, their own similar experience in this area is undoubtedly of great
siprificance. The fact that the proportion of ships of this age in the world Aest
continues to morease conlirms the need for continued vigilance both by the
Club bn monitoring the quality of its entered tonnage and also by ndividieal
ocwners who face the challenge of operating these ships In conformity with their

commitment ko guality.

structural fallure is a cause of claims i all types of ship entered in the Club. It i5 an

arga where the work of the cassification societies B partscularly important i
supparting cwners with objective, high quality surveys carried aul in timely
fashion, Deterlioration through age is dearly a factor, and the impartance of the
1 0-year swnyey cannat be oversiated.

AMALTTICAL FINDINGS
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The profescionalism of this survey is particularty important, and the Club welcomes

the efforts by the leading class socleties, and i particudar those within the
Internaticnal Assoclation of Classification Socketies (IACS), to ensure that no
ship is certified incorrectly. Preparing a ship for all magor surveys does, of
course, place a significant burden upon the owner If the surveys are to have
manimum benefit, The ship needs to be clean, in port, aot working cargo and
availabde over a period of some days (o a team of surveyors who will inevitably
need support from the ship's officers. A respondsable owner looks to these major
surveys as complementing his own commitment to guality, rather than a
burdensome interference in his trading. The substantial sums of money
imvodved In structural failure claims demonstrate cearly the importance of
maintaining the structure, and proper utllsation of dass surveyors 5 3 most
crucial element. From the Clul's perspective, it i, of course, the owner who s
responsible for maintaining his ship in class, and while class surveyers are not
infallible, it s cwners not class surveyors who have the bunden of maintaining
ships and who are responsible for keeping them in a safe and seaworthy
condition at all times. The Club does, however, continue to monitor the
performance of class sooieties In relation to structural fallure claims with a view
o helping class societies maintain consistency and achbeve the high standards
ol survey nesded.

It is & condition of Club cover that a ship B maintained fully in class; it a ship suflers

an incident giving rise to a claim whilst it is in breach of class conditions, the
Board of Directors of the Club has discretion to refuse to pay the claims,
whether or not directly linked to the breach of class. It has been the practice of
the Board In recent years not to exercise this discretion in the owner's favour in
these cases, regarding a fallure to maintaln the ship in class as a fundamental
failure by the owner to maintain minimum standards of quality necessary for
mutual trust between members, Continesd breach of (lass requirements, or a
failure to rectify shortcomings identified by the Club™ condition surveys will,
moreoyer, cause the Managers to bring the Members éntry in respect of all
ships to the Board's attention, so that the Ba-a:-rd can decide whather the
Member shoubd be excluded from the Clukb,

TYPES OF SHIP WITH STRUCTURAL FAILURE

analysis of the types of ships where major losses have arisen from structural
failure continwes o demonstrate that bulk carriers present the greatest risk
and that concern about this type of ship s well founded. The position is
llustrated In table 15 which shows the number of incidents affecting the
various types of ship entered in the Club, Comparing this table with the
equivalent table in the two previous editions of the report shows a further
deterioratian in the perfarmance of bulk cafrers gensrally, and the pasithon
relation to these ships is considered further in Section 3



TABLE 13 - TYPES OF SHIP WITH STRUCTURAL FAILURE CLAIMS
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Within the generality of structure Railure claims, there are 2 substantial number of
cargo claims which stem from the continuing difficulties experienced in relation
to hatchcovers. While defects in this class arise in ships of all ages, a
disproportionate nuember ooour in snigs bebween 10 and Ll years of age; there
ara also 8 E.IE"IITII.'EII[ niumibes OCCWming between S5 and Y9 years old. This
demonsirates the importance of maintenance of hatichcovers right from the

elart of 3 shap's life

AMALYTICAL FINDINGE
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STRUCTURAL FAILURE AND FLAG STATE PERFORMANCE

Structural failure is an area where flag states also have a statutory duty. Although

this is often related to the work carried out by class societies, it s interesting to
abserve and monitor the performance of flag states, Table 15 shows the
distribution of claims categorised by flag of the ship, as a percentage of the
total nember of claims, and compares this to the Club entry. Flags whare the
ships have had bess than four claims are exciuded, Although it must not be
forgotten that hull underwriters suffer more from structural failure claims than
the P&l Club because of the direct damage to and loss of ships, nevertheless
the liability diaims inwolve substantial sums of money. It is, therefore, relevant
to dentify Aags which appear to have a less than satisfactory capability of
perforrming thetr monitorng function.

It remainsg the case that the mere fact that an owmer chooses a particular Rag does

not give any resson Lo assume that the owner is seeking to lower his own
standards through using a less well-performing flag state. On the other hand,
an owner who i not fully committed to quality and instesd sesking to operate a
sub-standard ship is likely to be attracted by such a Nag, and indeed by & class
sorkery not commitied to performing well. By monitoring thede features through
the major clairms analysls, the club is able to view the choice by an owner af his

18
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flag as one of a number of elements which together may indicate that the ships
pperated by the owner should be brought under closer scruting by the Club in
order to confirm the guality of the owner's operation,

From table 15, it can be seen that the USA, Cyprus and Panama all stand ot

consplcuously as flag states which have substantially more than their fair share
of structural fallure clabms. Whilst there may be Tactors which coniribute to this
imbalance, such as the substantial number of dry cargo ships and balk carmers
which tend to wse Panama for instance as their flag, nevertheless it gives
continuing cause for concern as a patiern which |s being repeated in sucoessive
years, In this context, the public declarations and evidence of action being
taken by the Cypriot government and maritime community o improve the
performance of its flag are greatly to be welcomead

TABLE 15 - STRUCTURAL FAILURE CLAIMS AND FLAG STATES
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LEGAL REGIMES AMD JURISDICTION

Tabde 16 identifies the countries where more than 10 inckdents giving rise to major

claims occurred. The table sets owt the number and value of the clalms i esch
country, showing the percentage of each. In terms of number of claims, the
Linited States continues to dominate the major claims aifecting the Club, This
is, of course, partly a factor of the sheer size of the United SLates” soonamy and
the fack that it represents the bulk of a continent, whereas smalber countries
with more limated trade would not be expected to be so conspicuows, Secondly,
it also reflects the high number of personal injury daims brought in the USA,
The USA s a jurisdiction which not only gives substantial rights to individweats,
but throwgh its contingency fee legal system and a jury-based award process,
encourages claimants In many cases of dublous merit. The Club works on behal!
of owners in this position to ensure to the greatest possible sxtent tal owners
ars nol disadvantaged by a system which encourages in individuals an
expeciation that “somebody else will pay”, Analysing the value of claims,
significance is attached Lo the points on table 16 where the proportionate
nurmber and value diverge. Italy, a relativefy small nation, has a very high
number of claims and, perhaps of even greater concern, claims which have a
significantly higher average value than the norm. Spain, South Korea and Africa
also stand out. as do one of two other individual countries,

g



AmaLaTital FINDINGS

TABLE 16 - ANALYSIS OF COUNTRIES
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Looked at on a rdre regional basis, tabde 17 demonstrates that there 18 no region

which is predominantly safer or less likely to give rise to high value claims than
anather region, Africa demonstrates a region where the value of claims is
noticeaby higher than the norm. This represents significant operational risk for
members who trade o Africa, partly due to the difficulties frequentiy
expenanced with legal regimes of varying quality

TABLE 17 - REGIONS OF INCIDENT

=

Aursiralasia Asia Euraps M America Co5 America Africa

H turiner of ciams [ Vatee of claimm
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2.2 PERSOMAL INJURY CLAIMS

Almaost one-third of the major claims dealt with by the Club arise from personal

Injury, where claims aré made by crew, stevedores of passengers. Such claims
anse across ships of all types. and the vast majority relats to crew injuries. This
15 shawn in tabie 18,

TaBLE 18 - PERSONAL INJURIES
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These claims can be more difficult to quantify, because of the long period oftén

involved between the incident giving rise to the injury and the final settlement
of a claim, when the consequences of that injury have been fully evaliated. The
types of accedent from which these claims arose are shawn in table 19, Ships
and falls are by far the most common cause of accidents both in terms of
number [45 per cent of claims notifled) and value [36 per cent of the sums pald
] in this category. These claims are costly, and it is difficult for an owner @
avosd lRability. Ensuring proper footwear is worn, and mast rigorous abtention
to ensuring absence of oil and grease from decks is Important if sweh injuries
are to be avolded or a proper defence against @ claim is 1o e successhully
mounted. Mearly 20 per cent of major incidents arise where individuals are
struck by falling obpects. Apart from the obvious need to ensure that proper
hard hats are both issued and worn by seamen working cargo, the finding
umderlings the need for a real commitment to safe working practices on board
ships. despite all the many strains and stresses imposed vpon ships during
intense periods of activity in ports.

ARKLYTICAL FRuDIMNGE
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TABLE 19 - PERSOMNAL INJURY CLAIMS - TYPES OF ACCIDENTS

Eligry. ang 2als

Seruck by falling clject
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Bewrres and explosion
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Passenger claims can also be expensive refle:tn'u; the conseguential losses 1o

Injured passengers. who tend 0 be drawn rom high eaming classes of people

The averape ape of crumse passengery (4 falling and this @ tern will lesd Lo

higher value claims as plaintiffs become younger

Whilst all ships that carry

passEngers necesiarily place a high profile on passenger safety, the

ponsequences of accidents in this case are so sipnificant in financial terms (as

well a5 to the reputation of the carréer] that there can be no redaxation from a

Coammebment 0o total presvenison of aookoenis

]
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PERSONAL INJURY CLAIMS - AGE OF SHIPS

An analysis of the age of ships in which injuries to personnal occurred shows a

%
30
5
20
15

different pattérn from that chserved sarlier in relation to structural Failure
claims (table 20, Contrasting the cccurrence of incidents with the age profile of
all ships entered in the Club, maore claims occur on ships aged 5 to 9 years and
over 25 yaars than one would expect from the entry profile, Given the reduced
levels of manning in more modern ships, this fact is particularly disturbing, and
polnts o the need for personal safety to be high on the priorithes of owners of
ships of all ages. The disproportionate experience in ships of over 25 vears of
age it attributable to the high average age of passenger cruise ships. coupled
with the earnings factor mentioned abowe,

O y18 S0k iy 1014 yrs 1515 yrs 20-2% yrs I5+ yr%
Age of ship
m— Wumiber of personal infry daims == Club profila
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MOST COMMON CREW INJURIES

Table 21 shows which sort of injury has been most common. OF the 259 oew

Injurees analysed In this way, back inuries dominate the Club's experiences in
number although the average value of the claims is relatively moderate. Tha
highest value claims relate to those sad cases where a person suffers maitiple
Infuries or death, of which there have been 100 over the slx years of the
analysis, It should be noted. however, that even knee or leg injuries can
thermselves give rise to magor claims of over 5 100000 in certain circumstances

TABLE 21 - CREW INJUBRIES

Number value AnTaps uhlue
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CAUSES OF PERSONAL INJURY CLAIMS

Cwver ane-third of injury claims arise directly trom errors by the crewmen
themsehves - see table 22, OF significance alse are “no-nelp daems, whech are
those where a ssaman has Sought 1o carry oul & [ask where ke shoukd have had
assistance either from another individual or from some mechanical device
Thesa claims, tvpically causing back injurigs, are significant in terms of the

overall costs of major injury claims

TABLE 22 - CAUSES OF CREW INJURY CLAIMS
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PLACE OF INJURY

Orwer 40 per cent of mapor personal injury claims follow accidents on the weather

decks of ships. This i neardy thrae limes greater than those afising from
INCAIEn(s in the engine regem, which in turn is more dangerous than the holds of
ships. Expensive accidents also occur in cabins, gallevs and other places on
poard. This all indicates the absolute necessity for an owerall Lafely palicy
addressing all issues of safety on board, Including salety in places where
seamen rélax and where their own concentration on salery issues s Ekely to be

at ity kwest

TABLE 23 - LOCATION OF CREW INJURIES

50

Wi BT el o= ] Cabin Trminrs chinh
Engiiag room bikFewa Calay e

- Mumber of chaims - Valaw off ¢lary

There are a number of mobile oll rigs and supply vessals entered in the Club, and

these hive a different pattern of crew Injury redating to their task. In these units
there are @ much smaller number of inpuries, but the drill Toor & clearly the
mst dangerous place. >upply boatl inpuries, however, are significant in terms of
poth number and Ccost, reflecting the inberent danpers within the ol production
and exploration industry

18



TABLE 24 - LOCATION OF CREW INJURIES - RIGS AND SUPPLY YESSELS

v il M Supply boat BOLE Rl Pipe rack
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2.3 PROPERTY DAMAGE CLAIMS

Human error, whether by crew, shore personnel or pllot, accounts lor over 20 per
cent of property damage clasms, Pilot error is the subject of a separate ongoing
study in which all International Group Clulbs are comining to try and ensure
pilotage standards worldwide are consistent and high. The causes are

summiarised m table X5
TABLE 25 - PROPERTY DAMAGE CLAIMS - MAIN CAUSE

Other &
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All ypes of ship cause progerty damage claims, but s can be seen from table 26,
tankers and Bulk carriers contribuie significantly to the Aumiber of such claims
The incidents of progerlty damage claims for these two Lypes of ships is
analysed in mare detail in Saction 3 of this report

TABLE 26 - PROPERTY DAMAGE CLAINS - TYPE OF SHIP
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2.4 POLLUTION CLAIMS

OfF the major padlution claims, 114 claims tetalling 5132 million have baen
analysed. Pollution claims are increasingly expensve, and the average valwe af
these claims is over S1 million 2ach. Although there is in these Mgures a
distortion caused by one particularly large claim, the underiying trend
continees to be adverse, and pallution remaings one of the mast expensive

consequences of incidents
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POLLUTION CLAIMS - CAUSES
The causes of pollution clasms fall nto four distinet calegores:

o Direct human erros, during bunkering operations or causing coliskons or
groundings, account lor around half of the total number of claims and three-
gquarters of the value, Human errar 15 clearly the miost significant factor kn
causing costly podlution claims

@ Tankers account for around half the total claims, and juest over two-thirds of
their value. This is not surprising given the patential for exténdne pollution
damage caused when the cargo is lost or spilt It is also significant, however,
that hall the total number of podlution claims arose from incidents involyving
ahips not carrylng oll cargo

e Bunker oll spills during bunkering. collisions ete. aocount fior just over one-third
of the total nurnber of clabms and over two-fifths of the value of all those claims
- ships of all types in the age band 10-14 years present a disproportionately
higher risk than their number in the Club would cthensise suggest.

& Shell plate failure continues to account for a significant numbers of clakms
[@round one-fifth) and a similar amount of vlue

Table 37 shows the percentage number of claims attribuiable to the type ol ship
and compares this to the Clul entry. The number of bulk carrier claims, as a
proportion of all claims, continues to increase in this area as in others, and
these are ships that are not carrying oil as 3 main product. It reinforoes the
impartance of polluthon awarensss on non-oil carrying ships, and the partoular
need for anti-pollution measures 1o be rigorously appled when bunkering.

TABLE 27 - POLLUTION - TYPE OF SHIP

#
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Table I8 showd the percentage number and value of claims attributable to the size
af ship expressed in tonnage ranges. The table also shows the distribution af
ships in each tonnage range for the Club as 3 whole and the average value of
claims within each range

Pollution Irom ships in the wanage ranges of 0-30.000 grt accounts for over half
the value, The higher percentage of the value of claims arising from ships
axceading 100,000 grt is due in part W0 the one distorting claim referred to
earlier: it is. howeyver, evident that ships & the 30,000 o 100,000 grt range
cost the Club significantly more than their profile indcates s likety.

TABLE 28 - POLLUTION - SITE OF SHIP
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Age, too is cearly a factor; table 29 categorises by age the claims of all types of
ghips, Including tankers, and expresses this as a percentage of the total
number of podiution claims contrasted with the Club entry, Ships in the 15 to
19 year age bracket are significantly more costly in terms of pollution claims
as swch ships are with other types of loss. Even now ships are not immune,
however, with some seven per cent of claims being caused by pollution fradm
ships wnder five years old

e



TABLE 29 - POLLUTION - AGE OF SHIP
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POLLUTION CLAIMS - OPERATIONS INVOLVED

Folluthen claims ooour in a number of defferent ways. Bunkering, collision, valve
failure and shell plate failure aach contribute 12 per cant of the total numbers of
claims, For the 14 bunkering claims analysed, the total bill excesded
£20 million, giving an average of 51.5 million per claim. While this is distorted
by one large bunkering claim, it nevertheless illustrates that any ship of any
type can present the Club with a major pollution daim, and, as previously
observed, underlines the nead for a strong [0ss préeventon policy on board 1o
mamimiss rEks during bunkenng, including doulde checking tanks/gauges and

clear communications bebween the ship and the supplier of the bunkers

AMALYTICAL FiNOINGS



AMALYTICAL FINDINGS

TABLE 30 - POLLUTION CLAIMS - DETAILED CAUSE
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CAUSES OF POLLUTION CLAIMS

Errors committed by deck oficers account for 36 per cent of podlutson Claims,
compared with only six per cent by engine raom SLalT and six per cent by oresw
Unsurprisingly. bamkering claims tend to fall within the |atier two calegories,
whereas the deck officer errors lead to the collisions and gromndings. Structural
failure did, howewer, pay a significant part in these diasms a5 the main cause of
1 in 5 pollutkon claims, emphasising the need for owners both o pay close
attention to the physical condition of ships, and akso to fadilitate thorough and
timely class sureeys

TABLE 31 - POLLUTION CLAIMS - MAIN CAUSE
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2.5 COLLISION CLAIMS

Codlisions giving rise o maior dms Can occur anywhers, as shown by @able 33
Almost 1 in S ococurs in open waker, | in 3 in coastal waters, 1 in 5 in harbours
or anchorages and 1 in 7 in separation rones, It can be seen, therelore, that
owerall collision claims are as likely 19 occur in open water as in lotathons where
thare i more obvious risk, Thig unremitting vigilance s reguired by masters
and officers on watch wherever ships are, and there must be continuing
adherence to the internaticnal regulations for the prevention of collisions at
sea, The figures also remmind the mariner that over-reliance on radar and lack of
early and clear alterations of course to mvoid a cofision situation are two key
elements of bassc marine safety. Officers should be encouraged to refresh
themsehves regularly on the regulations. up-to-date copies of which should
always be readily avallable to them

TABLE 32 - COLLISIONS - LOCATION

Saparabon rome 11% Al anchorage 1%
Other 1%

Rivericanal 15%

Opems water | 5%

Coavial waters 57%
It Barteast 14%

Tabde 55 shows the statws of the “other” ship e, the ship which was not entered In
the Club and with which the entered ship collided. Berthing incidents are,
perhaps, understandable, although the importance of a good working
relationship between pilot, master and [ugs can avold most expensive claims.
A5 many a5 sixteen per cent of “other” ships were at anchor; this reflects the
inherent difficulties of mancewvring ships in confined spaces and reinforces the
importance of the pilab'master refationship. a clear plan and avoldance of over-
reliance on radar.

14
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Apprasching anchorage 1%

TABLE 33 - COLLISIONS - OTHER SHIP S5TATUS

Berthing 1%
Frshing 17%

Leading anchorage 1%
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TYPES OF COLLISION

'CHZIESII'IE: situatons continue to dominate the experence of collisions. with 2 in 5

claims ansing In this way, Nine per cent involve an overtaking scenario,
which indicates rube of the road difficulties: 1 in & involves one of the two

ships being stationary

TIME OF COLLISION

Collisions are niot evenly distributed through the day, Ten per cent oocur in one

hour between 0500 hours and Q6:00 hours locad time and altopether over
40 per ¢ent actur during the morming watch. While this may relate to the
activithes traditionally carried out during that watch, including entering hasbour
when there is a full bridge complement including a palot, it S nevertheless
wiorthy of further study. It does, howeser, reinforce the message that this watch,
which freguently coincides with a change of tempo in a ship's activity, is a watch
where 4 more experienced officer might well be SDProprane on ooCason

Ag noted in previows editions of this report, many collisions ooowr in @ood weather

and good visibility. Table 54 shows this, analysing the visibility and sea state at
the time of the collision. This ooourrence again indicates that complacency is a
factor in human error, and that collisions are not cawsed by overwhealming
forces of nature, The 38 per cent of collisions that occur in poor visibility
sugpest that there i room for improvemant i the utilisation of navigational
A0S Sch as radar, bt i 5 also important be that these should not be seen as
replacing basic marine practices such as keeping a good look out and
proceeding at a safe speed
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TABLE 34 - COLLISIONS - VISIBILITY AND SEA STATE
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AGE OF SHIPS IN COLLISIONS

Tabde 35 shows the age of ships imvalved in collisions a5 a percentage of the total
number and walue of claims and compares this to the Club entry. Ships of all
ages Decome involved in collisions., although there ks 8 shghtly higher numiber of
newer ships colliding than the number in the Club would suggest is likely, Some
15 per cent of claims are, moreover, caused by ships less than five years old
perhaps indicating the greater sirains on the smaller numbers of officers found

n nEwer ships

TABLE 35 - COLLISIONS - AGE OF SHIP
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TYPES OF SHIF IN COLLISION

Table 36 illustrates the types of ships involved as a percentage aof the total number

Involved |In collisicn claims, comparing this to the Club entry. As in other
categories of claim, bulk carriers and tankers again apgear to have a higher
fumber af incidents than their Club profile would predict, whereas dry cargo
ships perform better. This may be a reflection of the size of ships, bearing in
mind that dry cango ships are often (but not all.-ua.:.-s.i cmaller and mara
manoeuvrable than budk carmeers and tankers

TABLE 36 - COLLISIONS - TYPE OF SHIP
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Z.6 OVERaALL PosiTion

The analysis of these claims continees to point up the overall consequences of

tisman ermor, coupded with increasing concerns regarding age. The solution 10
these problems is not going to be easy, but it i hoped that this analysis will
contribute o wnaderpinning further research both By this Associatesn and in
resgarch establishments o identily possible measures for prevention. For its
wn part, the Club has alss sought to deselop publications targeted towards
raising awareness al sea of the consequences of human error and its 1995 video
“Counting the Cost” is specifically aimed to assist in this important objective
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3. ANALYSIS OF SHIP TYPES

Within the overall positson outlined In Section 2, there are a number of distinct
variations in the experience of the various different types of ship entered in
the club when anatysed by trade category - L. tankers, bulk carriers, dry cango
ships, reefers etc. & number of the differences have been mentioned in
Saction 2: in this section, specific features of each of the main trade
types are analysed in greater detall in order to allow Members to consider
their own axperiences with the variows trade types against the experence of
the Club as a whaole
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3.1 - TANKER CLAIMS

Some 304 of the 1,971 clxims analysed involved tankers. The main causes of
these claims are shown in table 37, Claims caused by deck afficers amnd pilol
error dominate in terms of averape value, each costing around 51,6 million
Structural failure and mechanical filure claims, significantly fewer in number
also have a lower average value The picture 15 further evidence of the
importance of the human factor in safe operatson of tankers, and a reminder of
the severe linandial consequences of human ermor

TABLE 37 - TANKER CLAIMS - MAIN CAUSES
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TYPES OF RISK

Table 38 se0s oul the [ypes of risk mnvolved In fanker clams Pollistion is the most
expensive, but cargo claims account for a greater number of major claims,
closely followed by personal imjurses. Over 5ix years, there have each year been
around ten such major claims for each of those two categories [Le. argo and
personal injury) compared with eight pollution claims and property damage
clabms. An expensive category of claim is wreck removal, although fortunately

thera have onky been two sech claims in the LSt Six years

TABLE 3B - TANKER CLAIMS - TYPES OF CLAIM

] Averages value
([10¢] &G

s
A

A
L L.
1.5

Ba
a0
&0 5
]

L |
0.5
a L —— - J . 0

Carges Fines Injury son crew Property  Linrecoverable GA CIker
Calision Injury Crew Palhiticn Tinage Wrick Risnoval

Average valug [Sm]

&



ARALYSIS aF SHIF TYPES

TONNAGE FACTOR

The sirpe ol tankars invalved in major claims has besn analysed in table 29 Tha

majority of daims occur in the 10,000 to 100,000 grt range. broadiy i line

with the Chub tanker profile. These claims are also the more expensive claims

Claims by tankers of over 100000 grt are also more frequent than the

number of such tankers in the Club would justify, and the vadue of such claims

is very high

TABLE 39 - TAMKER CLAIMS - TONMAGE
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AGE

An analysis of the chaims by age is St out i table 50, The number of daims is

sulficient to alew an analysss of mdividual years, and, interestingly, the Club

prafile broadly follows this pattern, with deviations mainly around the 15 year

point. While this i part of the band analysed in Section 2 of 11 1o 15 years,

lustrates that it 15 not all ships withen that band that are likely to suffer, but

instead there are particular ages at which ships are more prome (o be involved

In claims. The value of claims shown in this graph is distorted by two

particularly large claims affecting ships aged 13 and 18, but it can be seen

that value does nol fallow Club profile and even ships under one year old have

an adverse experience

I



AMALYSIS OF SHIP TYFES

TABLE 40 - TANEER CLAIMS - AGE
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FROPERTY DAMAGE BY TANKERS

Tankers are nol wsually manoeuvrable ships and the property damage clims

ilustrate the difficulties experienced by masters. 49 incidents gave rise to
major claims, of which 15 were caused by deck officer error and 16 imeohed
pilat erres - almost bwa-thirds of such incddents. The valee of the daims caused
by these 531 mistakes excesded 550 million. This experience indicates the
importance of unremilling wvigilande in appoinbng deck officers and seaking to
minimise the risks mherent in pllobmasier relationships.
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TABLE 41 - TANKER CLAIMS - PROPERTY DAMAGE - MAIN CAUSE

Averape value
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These property damage clalms were predominantly related to damage to berths
and terminal equipment as lllustraied in tabie 42, The category “sulbsea is als:
linked o terrminals, generally relating 1o underwaler Bquipment associated with

termingd aperations

TABLE 42 - TANKER CLAIMS - PROFERTY DAMAGED
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ANALYSIS OF SHIF TePES

COUNTRY OF INCIDENT

It is ivteresting Lo nofe thal the propery damage causad by tankers s widespread
Table &3 iMustrates this. Only 13 countries have experenced Dwo of more
claims,. and these range widely through the mdustrial and non-industrial nations
of the world, including both exporters and importers. As noted in the general
section of this report, African claims are individually significantly more
EXpENSVE than the norm, excesding even the United States in the average cost
albeit from a smaller number of incidents. This dgamm perhaps refiects tha
altraction 1o less sophisticated natkons of taking advantage ol property damage
to improve Facilities, a rend which has been remarked upon in previous
editions, It emphasises the importance of sound operating procsdures in every

port. not just those (such as the LISA) which are well known for kigher risks

TABLE 43 - TANKER CLAIMS - PROPERTY DAMAGE - COUNTRY

Average value
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AMALYEIE OF SHIF TYPES

CAUSES OF POLLUTIOM

Although it is the pollution fllowing the groundings of tankers that makes the
headlines, It is interesting to note that, of 52 tanker pollution claims, 11 were
caused by valve failure and 11 by shell plate failure, eight by wrong valye
manipulation and five by pipe tailure. Only frve were caused by groundings and
five by collisions, and there was only one bunkering incident. This experience
indicates the continued importance of planning for accidents of all types and

ensuring =afe operating procedures

TABLE 44 - TANKER POLLUTION CLAIMS - OPERATIONS INVOLYED
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AMALYEIE OF SHIF TYPES

3.2 - BULKE CARRIERS

Bulk carriers ware involved in 407 major claims tatalling 5180 million,
representing 21 per cent of the total number of major claims and 18 per cent
of thetir walus,

Table 45 shows that bulk carrier claims stem mainly from cargo damage
accounting for some S68 million over the period of six years. While property
collision and pollution claims are individually more expensive on average. it is
the sheer number of cargo claims [190) which gives rise to the most concern

TABLE 45 - BULE CABRIERS - TYPES OF CLAIM
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The peographical distributhon of claims from bulk carriers broadly follows the
pattern for all ships (see Section 3 of this report] with the Linited States
dominant. Otherwise claims are widely spread

TABLE 46 - BULE CABRIER CLAIMS - COUNTRY OF INCIDENT
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BMALTEIS OF SHir TYPES

An analyis of the jurisdiction af the claims shows 335 per cent were subject o US
law and 29 per cent to UK Law, This demonsirates the importance of these
legal systems, and underfines the importance of a good understanding of those
laws in drafting and amending charterparty agreaments. Of the 87 daims with
us Jursghction analysed in table 4T, Louksiana is CONSHCUOUS with 18 claams,
perhaps reflecting the prominence of Mew Orleans as one of the country's
busiesi ports. 1T I8 however inferesting (o node that 12 of the 18 claims in
Lowssizgna are for personal inuries, comprising seven claims by dock workers

and five by crew members, This is by any standard dispropartionate

TABLE 4T - BULK CARRIER CLAIMS SUBRJECT TO US JURISDICTION
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CAUSES OF BULK CARRIER CLAIMS

A5 shown in Table &8, human errar IS the main cause, with a farly even divioe
between shore personnel error and mistakes by those on board, The pattemn
for bulk carmiers is different from that in Table 9 for all ships: 16 per cent ol
bulk carrier claims are attributable to ship failure, compared with an average
across all ship types of 11 par cent. It Is thus chear that, for bulk carriers,
structural integrity s of particular importance il losses are [0 be reduced.

TaBLE 48 - BULK CARRIER CLAIMS - MaIN CAUSE
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CLASS FACTORS

Of the 138 ship fallure daims (structural, mechanical or equipment failure). 33
were considered over the six year period to be specifically class related,
inwalving shell plate failure or Serious hatch cover defecis. Although
classification societies can be criticised on Gecasion, the Club regards the
shipowner as responsible for the condition of his vessel, and owners who are
lax In this area can not expect the Club’s board of directors to waive breaches
af the class rule, OF the ships involved in the 3% claims where class was
considered in guestion, eight had their last special survey in Firaeus and fve in

Kashima; ten Rew the Panamanian Mlag and seven that of Cyprus
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AGE AND SIZE

Ape appears to be a consistent factor in clalms arising from bulk carrier structural
Failures, with ships between 14 and 21 years of age accounting for 67 per cent
of such clasms.

TABLE 49 - BuLk CaeriER CLAIMS - AGE OF SHIP
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Bulk carriers of betwesn 13,000 and 15,000 grt account for over 22 per cent of

the number of major claims from bulk carriers. yet ships of this tonnage
constitute only 14 per cent of the bulk carriers in the Club. Of the 31 incidents
in this category, over one third involved ships between 15 and 17 years old,
and the main causes are divided equally between human emor and ship faibure
There were 46 claims related to cargo damage, 30 o property damage.
Looking at a slightly wider tonnage band, over half of all bulk carrier property
damage claims involwed ships of beoween 135,000 and 17.000 grt. All these
factors taken together suggest that it may be the trading pattern of the smaller
bulk carriers, with shorter voyages and maore berthing, discharging and loading
pperations per year that results in a higher propensity to be caught up in 8
major claim inchdent, rather than any more Smplitic measure such as mere
age. It underfines the need for professionalism in the routine operation and
management of such ships, particularly when enbering port and working carga.

i+



AMALYEIS OF SHIF TYPES

TABLE 50 - BULK CARRIER CARGO CLAIMS - TONMNAGE ANALYSIS
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Mevertheless there |5 a correlation between age and sbructural Failure, most
relevant at the 14 wear point, although directly linked to less than half the
claims, There Is therefore a particular need for a strong emphasis on
monltoring the strectural condition of ships around this time. An interesting
detail of these claims from 14 year old ships s that 39 out of the 43 occurrad
im the 1990 and 1991 policy years [Le. on ships built in 197607 7], whereas b

might have been expected that there would have been a more even Sprasd

BuLK CARRIER CARGD CLAIMS

The 190 cargo casms were valued at 5678 million, representing &7 per cent ol

the totad numiser of bulk carrier claams and 38 per cent of the valee

e



AMALLYSIS OF SHIP TYPES

TYPES OF CARGO AFFECTED

Table 51 shows that the cargo category mast often imoalved in major claims is dry
bulk, accounting for T2 of the 150 claims - costing 528 millicn or nearty 50 per
cent of the total value of all bulk carrier claims,

TABLE 51- BULK CARRIER CARGO CLAIMS
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DrY BULK CARGOES

Analysang carpoes in greater detail, the following products are most sgnificant

TABLE 52 - BULK CARRIERS - DRY BULK CARGOES

Sumbervalue AsErage vilkas
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The three mast significant cargoes are grains, soya beans and ore. OF the 14 grain
cargoes giving rise to major claims, eight were damaged by water; of these
water entersd i four CASes b’g,' hatch coved Tallure, Two E']. pape falhire, ans tl:.- a
leaking double bottem and one by condensation. It can be seen that ship
failure has plaved a significant role in these expensive claims

OF the nine soya bean cargoes, four were damaged by water; of these water
antered in one case by hatch cover failure, two by condensation and one after a
grounding. One claim is still under Inwesmgation

Of the seven are cargoes, two were bauxite, three irdn ore, one lead concentrate
and ane Zind CONRCENIrate, 5Six out of the Seven incidents were due 1o hip
fadlure, three out of the seven invalving total loss by snking, The cargoes where

the vessel sank were im all cases iron ore

Type Pl e Value Ayerage value
Laraing 14 £2.25 milllion £ 160,000
Soya Bean | £2.36 milllion £ 260,000

Ore 7 L8 65 million £ 1,24 millipn

I
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STEEL

Claims arising from the carriage of stewl are particularky evident, with 44 major
clalms (512 millllon) In the six year period. Ship failure is the most prominent
cause accounting for 24 of the dlaims compared with human errer (11 claims)
Hatch cover failures are the most requent accounting for 16 of the claims
valued at approximately $4 million (see Table 53], The USA accounts lor
around 50 per cent of the steel claims by numbear with the majority of the
claims accurring in Houston, The UK Club will accordingly e monitoring even
mare chosely claims in 1h;'s. part. and also considering whather lurther measures
can be recommended to assist owners to ensure hatch covers aré in an
adequate condition prior to loading steel. Owners are also referred to the
Club's pubdlication “Carefully to Carry” where a large section is devoted to the

carriage af steel

TABLE 53 - BULE CARRIESS - STEEL CARGOES
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BAGGED CARGO

There were 21 claims in respact of bageed bulk cargo over the sis year period,
walued at 57 million. Whilst the numbsers are comparatively low it is disturbing
b0 See claims in respect of such Types of cargs, more commaonly assoCiaied with
shortage claims than damages. creeping into the major claim category, The
predominant type of cargo is rice. accounting for 50 per cent of the claims, and
the most common discharge ports were in YWest Africa, underiining the inherent
risks in trading 1o this area

15



AnaLvaid oF SHik TVPES

Loan AMD DISCHARGE PORTS

Of the cowntries of loading of bulk carpoes generally, the U5A predominates
accounting for some 25 of the 1590 daims, but Brazil, Thailand and Belgium
also stand out significantly, OF discharge ports, Houston is related to the
largest number [see steel paragraph abowe], with a rate nearly bwice that of
other maged ports where claims arise such as Ravenna and Rottendasm

CONTRIBUTORY CAUSES OF CARGO CLAIMS

The physical cause contributing to the cargo dlaims 15 medost often wsler, dooounting
for some 73 claims valued at 522 million, OF these wet damage claims, 31
were dee (o hatch cover problems, condensation accounts for eaght, shell plate
failyre seven, and damage prior to loading five. 13 of the 31 hatch coved

profdems occurred on Cyprus Nagged ships; given this experience, the moves
by that country to tighten up its supervisory flag state function are clearly

tmiety.

TaBLE 54 - BULK CARRIERS - WET DAMAGE TO CARGO
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AMALTEIS OF SHIP TYPES

it is also evident that the annuval rate of claims associated with hatch cover
problems has increased since 1987, a fact that may be related to the overadl
ageing of the world bulk carriar fleet. Given the seriows conseguences of water
ingress in both economic and safety terms, it is perhaps useful to recall the
responsibilities carried by Nag states under the “International Convention on
Load Lines | 9667, a cormvention inteénded (o ensure a weather-gight ship;

“The means of secunng weather bightness shall be fo the satisfoclich af the
administration. The arfongements shall ensure that the bightress car be
maintained in any seq conditions and for this purpose tests for Hghtness
shall be required at the inltiod survey and may be required at periodical
surveys and at aanual inspections ar af more frequeat intervals.”
(Regutabion [6 Section &)

“‘Weather Light means thed in any Seq conditions waler will aod penetnahe

into the ship,” [Reguiation 5 section 1.2]

The other most significant contributory cause is bad stowage. where the cargoes
mast freguently affected are timber, steel, bagged bulk and containers. Timber
claims wswally arcse from the cargo breaking loose and the vessel suffering
serious stability problems. The most costly claims in this category imolved bad
stowape of containers. Other contributory Factors of significance are shown in
Table 55

TaBLE 55 - BuLk CaRRIER CaARGD CLAIMS - CONTRIBUTORY CAUSES
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AHALYSIS OF SHIP TYPES

BuLK CARRIER PROPERTY CLAIMS

Bulk carries were invalved in 49 claims for property damage, valued at 528
million, regresenting 12 per cent of total number of bulk carrier daims and
contributing 16 per cent to the total value

Bulk carriers along with tankers cause most of the Association's property Claims
Analysad I:I!r age it is 5-9 year old bulk carriers which are most conspicuous
[Table 56). This does not follow the Llub average for all types of wessels which
|'|i.E_|I|IE|1I". the 10-146& year age group as most often invalved in property

dismage claims

TABLE 58 - BULK CaRRIER PROPERTY DAMAGE CLAIMS - AGE BANDS
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W

The main cause of these claims & human ermor by persons other than ship's crew -
with pilot error a factor m 21 out of the 50 property damage claims. This s a
higher imvolvement proportionately than found in other types of ship, anothsar
indicator of the extent to which bulk carriers are worked hard, Tugs were a

tactor in 14 of the dalms: of these seven involved insufficient tugs

12



TABLE 57 - BULKE CARRIER PROPERTY DAMAGE CLAINS - MAIN CAUSE
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BuLk CARRIER COLLISION CLAIMS

There were 41 claims totalling $27.1 million arising from collsons, representing
10 per cent of the total number of bulk carrier claims and 15 per cent of the
walve. Banded by size, ships in the range 14,000 to 17.000 grt were most

commonly involved. Banded by age, 5 to 9 year ola vessels have a

disprogartionate number of colilsions (FTable S8) underlining the manning

mplications and continuing pressures on ofcers of modern ships

TABLE 58 - BULK CARRIER COLLISIONS - AGE BANDS
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AMALTSES OF SHIF TYRFES

BULKE CARRIER POLLUTION CLAIMS

Bulk carriers were invalved in 17 major pollution claims valued together at

530.2 million; these represented only four per cent of total number of bulk
carrier claims but 17 per cent of the total value. This substantial walue is
distorted by one particularly expensive claim in California which cost
516 milfion, This arose frem spélage of between 20 and 50 tonnes of fuel of
during bunkering, and ilustrates the environmental risks faced by all owners
Setting this one claim aside, however, the average of the remaining 16 daims is
almast 51 milllon, underfining the need for sound procedures and practices
together with unrelenting vigilance during bunkering, It is also of interest that
during the period 1987-89 there were only one or bvo inddeénts each year,
whereas in the latter half of the period analysed the norm is fowr or five,

SUMMARY OF BULK CARRIER CLAIMS

Badk carriers feature across the spectrum of the types of claim, which arise most

often from hatch cover failures, bad stowage and berth damage. Age and the
structural consequences of age are Factors but by no means the only important
contribwtors - human error till causes most claims. 13,000 to 15,000 grt
ships are most often involved in major claims, rather than larger vesseds. The
USA and Houston in particular feature as a location where claims arise,
inclicating the importance of close llaison between members trading there and
the Club [with its US correspondent Transport Mutual Services) if these claims
are to be minimésed. This would benefit the clul as a whole as well as assisting
thosa bemibers most directhy invohved,
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3.3 REFRIGERATED CARGO SHIPS (REEFERS)

Refrigerated cargo ships (reefers] have accounted for 103 major claims, valued
together at 5395 million, that is five per cent by number and only four per cent
by value af the magor claams analysed. Although this is a relatively small trading
category in the overall Club membership, it is capable of producing a significant
total of claims parsosarly becawse of the temperature sensitive nature of 1ts
cargo. It also serves as a usaful illustration of trade types other than those
considered in greater detail elsewhere in Section 3 of this report,

The largest calegory of claims comprises 68 cases related to cargo, tolalling
526.5 million. There are also 15 personal injury claims. valued together at
545 milion. Although these are evenly divided between stevedore and crew
injury, the former category are valued at 5335 millicn, reflecting the difficult
position of owners defending claims by shore-based personnel in the

jurisdiction of the plaintifTs country

TABLE 59 - REEFER SHIPS - TYPES OF CLAIM
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It Is possible that the reduction In reefer cresws has changed the appreciation af
safety standards and the ability to respond efectively to an accident. [t is for
nstance regrettably common o see regfer ships in port without guard rails
#rected arcund hatch squares. The need o maintain a careful focus on safety
despite reduced resources on board 15 ever present. and reduced manning may
increase the need for clearer safety procedures and working practices than has
hitherto been the case, particularly covering perksds in port when personnel
other than ship's crew are active on board
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RATE OF CLAIM

With the exceglion of the 1990 policy year, there has been a relatively steady 10

ta 15 large clamms per year from reefers. The 1991 year, although anly Still
developing as claims are still being notified or negotiated, has already had
19 cases which it is estimated will cost the Club 55.3 million, Of these. claims
caused by carrying the cargo at an incorrect temperature are expected to
exceed 32 milion.

CAUSES OF REEFER CLAIMS

Ax chown in Table &0, human error is a factor im 52 per cent of claims, which

together are valued at around 515 million, In this category, shore person emor
includes & faslure by the office of either charterers or owness 1o communcate
porTect temperature requirements o the master, which has resulied in seriouws
claims - in one case costing 53 million. It is usually the responsibility of
shipowners to provide the master with sufficient instructions to enable him to
carry and deliver the cargo zafely, even If no instructions or inadeguate
iformation is recefved by the owner from shipgers or charterers,

TABLE 60 - REEFER SHIFPS - MaIM CAUSE OF CLAIMS
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AHALYSIS OF SHIP TYPES

Bad stowage atcounts for claims valued at 3355 million; the specialist nature of
reefer operations requires thorough instructions and training in the
management and contral of cargo, including careful stowage to meet
temperature and ventilation reguirements.

lable 61 analyses reefer cargo daims by reference to the type of incident leading
to the damage. The overall ship quadity factor includes 11 claims relating 1o
redrageration equipment [ailure, tolalling $7.1 million. These claims arose partly
pecause of a lack of understanding of recent technological advances in
refrigeration techniques and partly a5 a result of lack of maintenance - and in
some Ccases both, There are signs that the increasing practice of operating
reafer ships without a specialist reefer engineer is leading to increased loss and
damage to cargo; the position is exacerbated considerably i the chief engineer
and his second engineer are not experanced in such vessals

fable 61 - REEFER SHIPS - DETAILED CAUSE OF CARGDO CLAIMS
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ANALTHIS OF SHIF TFPLS

Heefer ship claims are analysed by age in Table 62, The refatively poor record of

thips in the five to ning year age band is disproportionate; these ships
compeise only 20 per cent of the Club's reefer feet, but were involved In 28
per cent of the resfer claims by number and 27 per cent by value, By contrast,
ships over 20 years old contribute only 15 per cent of claims and seven per
cent af the value of all such claims. This pattern, including the experience of the
wery neéw ships in the nought to four year old band, lends further support to the
need (o endure the $hig's stalf fully understand and are capabde of maintaiming

the technodogy on board

TABLE 62 - REEFER SHIFS - AGE BANDS
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AMALYEIS OF SHIP TYPES

3.4 DRY CARGO CLAIMS

Diry cargo ships, which make up one-third of the Club's entries, werg imolved in
about 20 per cent of the major clabms, The maln causes of these claims, more
than half of which resulted from human erroe, are shown in Table 63 below
A paint worth noting is the number of claims caused by errors on the part o
shore personnel, which 5 higher than In the case of most other types of ship;
95 per cent of such claims relate o carge, many a result of poor handfing or
fallure properly to secure the stow,. but about one in alght the result of
deliberate fraud or 1_’r|.e|'-t The human edlement is also present in the structural
fallure claims, more than half being dee to failure af hatch covers, the
refmander being caused by shell plate failures and pipe filures,

TABLE 63 - DRY CARGO SHIPS - MAIN CAUSES OF CLAIMS

Srructural Tallars 13% Shore ermor 16%

Equmprreert faiture | 0%

Mechanical Tailure 5%
OfMficer error 15%

Linder vasrigation T%
Oaher 10%
Enpreer officer arral |

& Crew srror B%
Pt arrar 5%

Deck officer error constitutes the single most significant cause, and the
consequences of those errors are sat out in Table 64%. One-third of such
incidents invodved errors in the manoeuvring o nasigatson al the ship fresulting
in property damage. collision or groundingl, while more than 40 per cent
invalved mistakes specifically in the stowage and care of the cargo, mchuding on
oocasions Failure 1o entily damage caused to cargoes before they had even
reached the custody of the carrier



AMALYEIS OF SHEP TYPES

TABLE 64 - DRY CARGO SHIPS - DECK OFFICER ERROR

Cags dbmaged by

Colision damage o other ships 21% poor stowage 2%

Dock damage 11%

Carpo danmaged By |impeopsy
Polluiion ©'% ventiakion T

Carga damaged in codlision
Injury 5% = or groanding 10%

hisr 1 0%
Or Presrspmesnt cango damage
i ienified 5%

Table &5 shows claims distributed by type of risk involved

Of the relatively few collision claims, it is worth recording that, as is found in all
types of ships, about two-thirds arose from incidents in good o fair visibility, in
wind speeds of force three o kess, in slight or calm seas, with the master on the
bridge, while underway at proper spesd. Half oocurred by day and half by night,
but anly Six per cent happened between noon and 20:00 hours local tme

By far the most numerowes claims on these ships are in respect of cargo and these
are also the most expensive in the aggregate. Taken individually, howewer, the
average value of a major cargo claim on these ships was only about $250,000
compared with an average value of about 5500000 for proparty damage
claims and aboul 53 million for wreck removal claims. The relatively low
averape value of carps dasms may reflect the (a0 that more than BS per cent
of the claims arose on small ships of less than 12,000 gre

TABLE 65 - DRY CARGD SHIPS - TYPES OF RISK

Numbservalue Averape value
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AMALYSIS OF SHIF TYFES

Table b6 below shows property damage claims analysad by kosCarhon of logss, More
than 70 per cent of these incidents occurred in @ood visildlity, in the absence of
Srong tides or winds, and without assistance fmom ugs. ABOUT one-third were
the result of pilot error, About two-thirds occurred while berthing or
unberthing: the average cost of berth damage claims was ST00L000. The most
expensive individual property claims involving dry cargo ships were those of an
emironmental nature, imeolyving alleged damage to corad and o fish farms.

TABLE 66 - DAY CARGO SHIPS - TYFE OF PROFPERTY DAMAGED

q
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g Doiphin Fish fzm OHfshors Terminal
LT B LHTERT

- Murmber of claims - Walue of daims

The main cauwse of cargo claims is shown in Table &7 below, the single most
significant factor being arror on the part of shore personnel. Although, as noted
above, some of these losses result from deliberate fraud or theft, most arise
from poor guality stevedoring, or poor standards of care while cargo is in shore
terminats, or in the custody of land carriers whibe moving under a through ball
of lading. Loss préevention in thit area réquires aducation of shore based
personnel, care in choosing sub-contractors and i preserving and exerdising,
wheneyver possible, rights of récourse against them

The cargo claims were almost equally divided amongst those involving ships on
time charter, those involving ships on voyage charter, and those whera the ship
was not chartered. The statistical significance of thés is not known because the
distribution of these features amongst dry cargo ships in the Club as a whole is
not known,



AKALYSES OF SHIP TYPES

TABLE 67 - DRY CARGO SHIPS - MalN CAUSE OF CARGO CLAIMS

Structural tafkene 2%

Shore aror 25%

Equesmesit Failure 10%

Mechanical failure 6% Deck officer enmor 21%

Under investigation 8%
Cither E% Crew error 1%

The types of cargo most frequently invohed are shown in Table 68. Cars, paper

and timber all show dispropartionately high values compared with the numbers
of such claims, but in each case this B batause the Niguras have besn inflaied
by a single very costly accident; interestingly, in all three cases the pockdent was

a grounding.

Dry bulk and steel products claims are more numerous, and although there were
simillar numbers of each, the average value of the former [5400, 000) was twice
that of the latter [S200,000). Many of the dry bulk claims were cawsed by
contamination; for this class of cargo and this type of damage the average

chaim value i ST00,000; it is therefore well worth Taking exira care o ensure

that cargo separation is properly planned and is weldl executed. The remainder
of dry bulk claims, and maost of the steel clasms, are in respect of wet damage,
in both cases costing on average $200.000 per incident, Claims in respect of
general cargo are mostly for physical damage such as that caused by creshing,

bending, and breakage.

On dry cargo ships, most major shortage daims are the result of theft or fraud

iwodving containerised cargo. In one nstance, drums of sand were substituted
for fishing reels; i another, gectoghcal examination of rocks substituted for a
miachinery cargo enabled the transshipment port at which the switch was made

1o be identified

13



TABLE 68 - DRY CARGO SHIFS - CARGO TYPE

ARALYSES OF SHIP TYPES
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Last year's analysss of claims on dry cargo vessels identified ships aged 10 12 14

years a5 bringing significantly more major claims to the Club than thesr entry

would justify, Table &9 below shows a similar pattern this year

TABLE 69 - DaY CARGO SHIPS - AGE BaNDS

1]

Uk yrs 59 yry

Mumbser of claim

1001 & g

e [T & ]

1519 yrs

20-24 yrs

Possible rizk factor

15 = yrs



AMALYSIS OF SHIF TYPES

Im Table 70, the distribution by age band of claims caused by ship failure is

compared with that for claims caused by human ermor. The overall pattern is
largely unchanged from that seen in last year's analysis, with both types of
claim peaking In ships aged 10-14& wears. and declining a little in the 15-19
year band. However, for the 1991 and 1992 policy years the percentage of
dlaims involving ships aged 10-14 years has declined, while that for the 1519
year age band has increased, and this has not been accompanied by any
increase in the number of daims due to ship fallere rather than human enror.
This trend. which reflects the ageing aof the world fleet, underlines the key role
af the human factor in the causation of 055 on ships of any age.

TABLE 70 - DAY CARGO SHIPS - HUMAN ERROR AND SHIF FAILURE

SNumber
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