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Introduction 

In the last century the majority of shipowners tended to choose a ship register for their ships merely by considering the convenience to their shipping operations, preferring minimal interference from a flag State. However, following the introduction of more stringent international convention requirements (e.g. ISM Code, ISPS Code, etc.) and Port State Control inspections, shipowners are beginning to realize the importance of an appropriate flag to help them maintain the quality of their ships.  Furthermore, as Shipowners are facing keen competition in the modern shipping business, it is also essential that the flag State assist them in their shipping operation in various aspects.  


In choosing a register, apart from the practicality in meeting a flag’s national requirements, most shipowners will consider the reputation of a flag in respect of its fleet quality, the various charges for ship registration, user-friendliness, the availability of technical support and consular assistance, and other advantages such as trading and tax benefits. Other considerations may also include ease of communication and cooperation with the flag Administration on daily matters, and partnership with the flag State in developing measures/policies to suit the current needs of  shipowners. 
     Few flags can excel in all the aspects mentioned above. To most shipowners, the choice would mainly be based on weighing the pros and cons of the different aspects that can most suit their operational needs. Of these aspects, partnership with the flag State is becoming a more important factor as measures for continual improvements and policies for long-term interest can be developed jointly. In fact, partnership with Shipowners has been valued by the autonomous Hong Kong Shipping Register (HKSR) ever since its establishment and was the main element leading to its re-engineering exercise in 1999.              

Re-engineering of the Hong Kong Shipping Register (HKSR) in 1999

     In the past, Hong Kong was a port of registry for the British flag with a history of over 150 years. To pave way for the smooth transition of sovereignty in 1997, the autonomous HKSR was established in 1990. Due to the political uncertainty leading up to 1997, many shipowners switched their ships’ flag from Hong Kong to other flags prior to 1997. At the end of 1997, the tonnage on the Register reached a record low of about 5.4 million gross tonnage. The Register maintained this level for a couple of years and the situation was considered acute, as the Register appeared to have fallen out of favor by local shipowners despite the fact that the political uncertainty surrounding the transition had cleared. In order to reverse this situation, the HKSR was re-engineered in 1999 in consultation with the local shipping industry. A series of measures were introduced including adjustment of fees and charges, changing the ship survey and quality control system, providing 24-hour registration and supporting services, and carrying out user surveys regularly to identify areas for continual improvements. With the above-mentioned efforts, the HKSR managed to regain the support of local shipowners as well as attracting many major owners in the Greater China Region.  As a result, the register has been able to achieve a growth at a rate of about 20% annually the past seven years. The size of the Hong Kong fleet has increased by almost 5 times since 1999, from 6.4 million gross tonnage to about 32 million gross tons at present. 
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Flag State Quality Control Adopted in 1999

     It is the ultimate responsibility of every flag State to ensure full compliance with all applicable international conventions and national requirements by the ships flying its flag.  Due to the international nature of the shipping business, it is almost impossible for any flag State to conduct all statutory surveys on its ships with its own flag State surveyors.  Invariably most flag States rely on classification societies authorized as recognized organizations (ROs) to conduct surveys on their behalf.  Many responsible flag States carry out their own inspections periodically to ensure the quality of their ships and the performance of the ROs. The HKSR followed this approach prior to the re-engineering in 1999 and 5-yearly flag State inspections were conducted on all its ships concurrently with Safety Equipment Surveys. This approach, however, was considered less than satisfactory to ensure the standard of ships for the following reasons: -

    There was no assurance that the ships were being maintained and operated properly between periodical inspections with the exception of occasional feed back from port State control inspections;

     The scope of the flag State inspections were too narrow. The focus was almost solely on the ship’s condition without much consideration to the performance of other players such as ROs or the management company;

     The flag State inspections were scheduled rather rigidly and were not very convenient to both the flag State surveyor and the shipowner, and at times were very costly to the shipowner who had to bear the cost.

        Apart from the above-mentioned drawbacks, there were also problems with manpower
        resources for the 5-yearly inspections. 

When looking for a more liberal and comprehensive approach for flag State control, it was realized that the performance of all stakeholders for ensuring quality control over the Register ships had to be taken into account.  These key players included the RO, the management company and the crew on board. After thorough consideration, it was decided that the Register resources would be better utilized in taking up an overall monitoring role concerning all aspects and stakeholders affecting the quality of Hong Kong registered ships.  
         Based on the above concept, the Flag State Quality Control (FSQC) was introduced in 1999.  Essential features of the Register’s  FSQC system are as follows:-


    The quality of the surveys and audits carried out by the ROs is continuously

         monitored through careful vetting of all survey and audit reports, frequent 

         participation in DOC audits, and when practicable, SMC audits, feedbacks from

         FSQC inspections and audits carried out by our own surveyors, and evaluation of 

         port State control records for vessels. 

         Similarly, quality control over the companies managing Hong Kong registered ships

         is exercised through participation in DOC audits, feedback from port State control 

         and FSQC inspections, vetting of survey and audit reports submitted by the ROs.
         FSQC inspection by our own surveyors is carried out on Hong Kong registered ships
         on a selective basis. Criteria for selection of ships for FSQC inspections includes 

         assessment of the performance of the company, port State control record of the ship, 

         age and type of the ship, time since previous FSQC inspection of the same

         company ship, survey and audit reports, and casualty and incident records of ships 

         managed by the company. All the costs incurred by the FSQC inspection are borne 
         by the Hong Kong Marine Department as the flag Administration. 

         All FSQC inspections are followed up with in depth discussions with the company 

         and the RO concerned.  If the FSQC inspection indicates deficiencies in the 

         technical management of the ship, a FSQC audit (similar to DOC audit) of the 

         company is carried out and immediate improvements are sought in cooperation with

         the concerned RO and the senior management of the company.

        Port State control deficiencies and detentions are taken very seriously as they usually

        indicate a weakness in the company’s technical management of ships.  Every port

        State control inspection deficiency and detention is thoroughly investigated and may 

        be followed by an FSQC inspection of the ship, which in turn may also lead to an

        FSQC audit of the company.

        Consultative committee meetings and technical seminars are organized regularly in

        cooperation with the local shipping industry.  Discussions and experience sharing are
        carried out with respect to maintaining or improving quality of ships, avoidance of 

        port State control detentions, training of seafarers, as well as new developments in
        IMO, ILO and other relevant bodies in connection with ship standards and operational 
        requirements. 

        A comprehensive computerized database is maintained on each ship, company and 

        RO.  It captures results of all FSQC inspections and audits, port State control

        records, survey records and other relevant details.  This database forms the backbone

        of selection criteria for FSQC inspections and audits.

        More attention is paid to older ships, ships changing ROs, ships having higher target
        factor value under port State control regimes, and certain types of ships such as

        general cargo ships which tend to draw greater attention.

Pre Registration Quality Control Adopted in 2003 

          The number of ocean-going ships on the HKSR soared from 174 in 1999 to 547 in 2003. It was anticipated that a large number of ships would join the HKSR in the years to follow. To maintain the quality of a fast growing fleet, it was of paramount importance not to allow substandard ships to join the Register. Ships joining the Register should, at the time of entry, meet all safety and pollution prevention standards promulgated by IMO. The FSQC system was designed to monitor the quality of ships already on the Register but was not adequate to detect sub-standard ships from entering the Register. Therefore, a Pre-registration Quality Control (PRQC) system was required to screen the quality of ships applying for registration in Hong Kong. 

         The Registration Ordinance provides power to refuse registration if the ship does not meet all international requirements relating to safety, risk of pollution and crew welfare, however the quality of the vessels joining the Register could not be afirmatively ascertained without a Hong Kong Register surveyor inspecting the ship. On the other hand it was deemed impractical or not user-friendly to inspect every ship prior to registration. The advent of EQUASIS, and publications of port state control results on the internet by port State Control regimes, fortunately provide us with a reasonably reliable indication of the quality of most ships without having to physically inspect them.  EQUASIS data in addition provides a fairly good indication of the standards maintained by the company responsible for the technical management of the listed ships.  Our Pre-registration Quality Control (PRQC) system was then designed based mainly on these sources of information.

        On receiving notice that a ship has applied to join the Hong Kong Shipping Register,  a search through various sources for information about the ship, including port State control records, EQUASIS and classification society survey records is carried out. The quality of the ship will then be assessed taking into account the following factors:-

i. Age of the vessel

ii. Ship type

iii. Number of PSC detentions in the past three years

iv. Number of PSC deficiencies and the deficiency ratio (i.e. average number of deficiencies per PSC inspection) in the past three years

v. Existing flag

vi. Existing classification society

vii. Accident/incident record of the ship

         Points will be allocated for each factor in accordance with an established criteria, which will give a fair indication of the quality of the ship. The higher the points, the more suspect is the ship’s quality. The system is more or less in line with the Target Factor system recently adopted by the Tokyo MOU.  
         Upholding the quality standards of a ship is primarily the responsibility of the vessel’s  technical management.  It is therefore even more important to assess the quality of the managing company in compliance with the ISM Code.  For a management company new to the Register, pending participation in the DOC audit, an indication of the quality standards of the company can also be obtained from the Port State Control inspection record of the ships managed by the company. This information is readily available on the EQUASIS website.

         Two yard sticks are used for initial assessment of companies under the PRQC system viz., detention ratio and deficiency ratio over a 3 year period.  Taking into account a company’s performance in port State control under Paris and Tokyo MOUs, a well managed company should not exceed a detention ratio of 10% over a 3 year period i.e. 1 detention for every 10 ships managed by the company over any 3 year period.  As for deficiency ratio, the average numbers of deficiencies per PSC inspection under the Tokyo MOU were as follow during the past 5 years:-

Year
Total Inspections
Total Deficiencies
Average Deficiencies per Inspection

1999
14921
50136
3.4

2000
16034
58435
3.6

2001
17379
69578
4

2002
19588
75210
3.8

2003
20124
84119
4.2

         From the above statistics, it was considered fair to conclude that a company with an average ratio of more than 4 deficiencies per PSC inspection may be operating a fleet of suspected quality. While it was acknowledged that PSC inspections in different regions might not be uniform in standards, and also the EQUASIS database is not 100% reliable and tends to be out of date by a few months, the average figure nevertheless provides a fair indication of the quality of technical management of the concerned companies.

          Both the ship and company quality indicators are used in deciding whether a PRQC inspection is required for a ship intending to join the Register. If the ship is found not of acceptable standards, we will exercise the power under our Registration Ordinance to refuse registration.  
          The FSQC and the PRQC system are kept under continuous review.  Refinements are made from time to time as more experience is gained. With the FSQC and the PRQC system implemented, the quality of the Hong Kong fleet has been well maintained since 1999, as illustrated by the detention records shown below:  

HONG KONG REGISTERED SHIPS – DETENTION RECORDS

Year
Tokyo MoU
Paris MoU
USCG


No. of Detentions
Detention

%
No. of Detentions
Detention

%
No. of Detentions
Detention

%

1999
5
1.85
5
5
1
0.83

2000
8
1.98
6
4.8
3
1.44

2001
10
1.99
5
3.18
3
1.76

2002
11
1.69
5
2.59
2
0.94

2003
17
1.95
9
3.31
0
0

2004
13
1.12
9
2.74
4
0.73

2005
21
1.76
15
3.71
0
0

                                                              ……………Cont’d
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