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Law Column -

Six months on — SOLAS Container Weight Verification: an update

Rory Macfarlane and Nicole Tsui

It has been six months since SOLAS
VGM regulations (the “Regulations™)
came into force on 1 July 2016. Now
that the ‘grace period’ is over and the
regulations have had time to bed in, the
industry is able to assess the impact of
the Regulations, both to date and going
forward.

Post-implementation findings

Reports suggest that contrary to pre-
implementation fears, the full enforcement
of the Regulations has not caused any
major disruption to liner operations.
Reviews conducted by CargoSmart[1]
have shown that concerns about delays
caused by mandatory reporting of
container mass proved unfounded. The
new SOLAS requirement has not impacted
average vessel arrival delays, berth times
or departure delays. This suggests that
the additional work which shippers,
forwarders, carriers and terminals must do
to comply with the Rules has not disrupted
vessel schedules.

CargoSmart also reviewed port
performance at six ports in different
geographical locations; Jawaharlal Nehru
(Nhava Sheva) and Tanjung Pelepas in
Asia, Rotterdam and Felixtowe in Europe
and Los Angeles and Savannah in North
America. The Review covered March-May
2016 and from July-September 2016; so

before and after the Regulations came into
force. It was found that although vessel
size distribution has remained largely the
same, the overall vessel arrivals at the six
ports analysed by CargoSmart fell from
3,444 in March-May 2016 to 2,834 in the
July-September 2016 period. Whether this
is due to the Regulations or, perhaps more
likely, a reflection of market conditions and
operational hardship is not clear.

The issue that seems to be causing
most difficulty for those involved in the
liner trade is the timely and efficient
communication of the VGM information to
all relevant parties and the accuracy of this
information in certain less well regulated
jurisdictions. In the last few months, we
have seen a number of new attempts to
tackle these ongoing issues.

New opportunities

All those involved in the industry
have their own different systems and
processes. Operational costs at every stage
are significant, ranging from administrative
requirements to weighbridge and new
port charges. The requirements and
additional obligations imposed on shippers,
especially in relation to the transmission
of VGM information to all stakeholders,
sending multiple forms of documentation
(documentary requirements vary from

SEAVIEW 117 Issue Spring, 2017 Journal of the Institute of Seatransport



jurisdiction to jurisdiction) and waiting
for responses prior to the loading of the
containers have opened up a US$4 billion
market for digital platforms and systems
that allows VGM information to be shared
with multiple parties swiftly and effectively.

One entity which has successfully
entered the digital platform market is SOLAS
VGTM, a software platform developed
by Marine Transport International in
partnership with a big data company,
Black Swan. The platform enables shippers
to submit VGM information of multiple
containers to multiple parties directly
through one portal. This allows VGM
information to be shared securely with
carriers, port operators and forwarders at
the same time.

Innovative companies are also
finding ways in which container weighing
procedures can be improved or provided
in more remote areas by introducing
portable container weighing systems. One
such solution is a four-corner hydraulic
jack system, which was launched in
May by engineering firm, Hy-Dynamix,
in collaboration with Dynamic Load
Monitoring (UK) Ltd. (DLM)[2]. Another
approach is that of BISON C-Legs, which
uses self-contained scales that attach to
and lift a laden container just clear of the
chassis to assess the VCM. The software
then transmits the container weight data
via Bluetooth to a smartphone app. This
enables shippers to “accurately weigh
containers on chassis in any location,
without reliance on capital-intensive
weighbridges, cranes and container
handlers, which are not always available
at the right time or in the right place”

[3]. However, those utilising these less
expensive mobile VGM services must
ensure that they are properly certified and
approved by the relevant local jurisdictions.
This is an important point to check as
in some jurisdictions, including Hong
Kong, the local authorities require those
entities providing VGMs to shippers to be

accredited and registered.
Summary

It is of course early days. However the
industry appears to have adapted well to
the new legislation, save for the frustrations
shippers share over what they see as
new dubious charges in connection with
Regulations. Examples include Kuehne +
Nagel’s VGM transmission fees and exports
and logistics and shipping firm Grimaldi
Agency Nigeria’s charge of nearly $71
to weigh 20-foot containers[4]. Shippers’
groups such as the Hong Kong Shippers’
Council have criticized freight forwarders
for imposing administrative charges for
the handling of VGM data, stating that the
keying in of VGM data is too little work
to justify the charges. As for enforcement,
significant fines and penalties imposed on
shippers have not yet been reported. As
always, change has created opportunity
and innovative systems and solutions are
emerging to assist shippers with their VGM
requirements. It remains to be seen what
other major effects the Rules will have and
we will continue to monitor developments
throughout the next six months. Keep
an eye on our Twitter feed for the latest
updates on the SOLAS VGM Regulations
and other Regulatory and Compliance
stories and developments in 2017.
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International Maritime Carriers Limited “IMC”

Founded in 1966, the IMC Group comprises companies with diverse interest worldwide.
The major strategic business interests core to the IMC Group are in industrial supply chain
and logistics solution services, which include shipping operations, ship management, crew
management, newbuilding and consultancy services, marine and offshore engineering and
infrastructure development, oil palm plantations besides investments, lifestyle and real estate
development and a social enterprise.

The IMC Group owns and operates a fleet of bulk carriers, chemical/product tankers, offshore
supply vessels, FPSO, Floating Loading Facilities, tugs and barges, logistic distribution center,
warehousing, container terminal, ship repair and offshore yards.

The IMC Group has a major presence in Asia such as China, Hong Kong, Indonesia, Malaysia,
Singapore and Thailand. In China. IMC has office branches in Beijing, Qingdao, Dalian,
Lian Yungang, Nanjing. Suzhou and with controlling office in Shanghai. It also has offices in
Australia, India, Japan, Korea, Myanmar, Philippines, South Africa, UAE, USA and Vietnam.

Contacts:

Room 1705-08, St. George’s Building, 2 Ice House Street, Central, Hong Kong.
Tel 1 (852) 2820-1100

Fax 1 (852) 2596-0050

Email :imcdm@imcgroup.com.hk

&Website » www.imcgroup.info J
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ICSHK Column -

Exploring the World of Shipping as a Young Professional

Vita WANG

This still sounds a little unbelievable
to me, that such distinct opportunity came
just because I attended an examination:
To meet with the Lord Mayor of the City
of London, Lord Mountevans! I will always
remember standing on the stage, receiving
a certificate from him, shaking his hand
and being encouraged affirmatively:

“Congratulations! Well done, young lady!”

The Baltic Exchange Award and the

Institute Prize Giving Ceremony

The Institute of Chartered Shipbrokers
(“ICS”) holds its annual prize giving
ceremony in London to felicitate all the
prize winners in the academic year who
receive the highest marks in individual
subjects of their qualification examinations.
It was indeed a great honour to receive
the Baltic Exchange Award for securing
the highest mark, worldwide, for “Dry
Cargo Chartering” in the ICS Professional

Qualifying Examinations in April 2016.

This year the ICS prize giving
ceremony was held at the invitation of the
Lord Mayor at Mansion House, which is

his official residence and office in London.

It was a great honour to be hosted by the
Lord Mayor, who presented the awards
and congratulated all the prize winners
during the ceremony. Further, this year
ICS organised this traditional award event
in conjunction with the annual meeting
of FONASBA (The Federation of National
Associations of Ship Brokers and Agents).
This gave the young professionals like
me an opportunity to meet with many
experienced and distinguished shipping

professionals.

Thanks to the support and generous
sponsorship from the ICS Hong Kong
Branch, T had a smooth trip to London
and participated in this memorable event
at Mansion House. It is a rare opportunity
for a young professional like me, new to
the shipping industry, to be able to talk to
so many professionals in the industry and
listen to their comprehensive insights. I
also had the pleasure of exchanging views
with other young students from around the
world. Taking this opportunity, I would
like to thank the sponsor of the Award as
well, Mr. Clive Weston, the CFO of The
Baltic Exchange, whose talk with me was

very impressive and inspiring.
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It was out of curiosity and desire to
learn more about shipping that I chose
shipping as my major in college. I did
not expect this to be my career. However,
along the way and through my involvement
with shipping professionals and a gradual
understanding, 1 realized that the shipping
industry offers a most diverse and exciting
career. I learnt to appreciate that during
the pursuit of professional development
and career growth, we cultivate a global
network of co-workers, friends and industry

colleagues.

I highly appreciate all of the support,
which gives me and other young people
great confidence and encouragement
to keep learning and exploring the
world of shipping and contribute to the
development of the shipping industry as a

young professional.

ICS examination is not a competition

but an experience

This was my first time to attend the
ICS Professional Qualifying Examinations,
and to start with, T chose two subjects -
namely, Shipping Business and Dry Cargo
Chartering both of which had a connection
to my daily work. I was not thinking of
treating the examination as a competition
from the first day, but was naturally willing
to take this opportunity to consolidate and
expand upon the basic knowledge acquired

in college, which would hopefully be

useful in my daily assignments. Upholding
such an opinion, I discovered that what
I gained has been much more than I
originally expected. If T had to summarize
my learning and examination experience: I
have learnt two valuable lessons, “Believe
in your potential.” and “Hard work really

does pay off”!

“Believe in your potential.”

Obtaining the highest marks and
winning the award was beyond all my
expectations. I can hardly believe it!
Sometimes, I think of a number of reasons
why I really do not deserve it: Like T am
new to the shipping world with only 2
years of working experience; like T am
not a native English speaker and my hand
writing is not good enough, and like I
enjoyed writing in the examination so
much that T wrote down too many ideas
in 3 hours...But truth be told, you must get
into it and experience it, only then you can

know what can be achieved!

You may not have years of working
experience, but you must pay attention to

every detail that you handle.

You may not write beautiful sentences,

but you may have special insights.

You may be not good at writing
skilful answers, but you can explain your

understanding in your way.
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Having said that, we as young people
must thank the industry seniors who
patiently listen to our opinions and create
an inclusive environment for us. There
is no reason why we cannot believe in
ourselves, do our best and try as hard as

we can.

“Hard work really does pay off.”

The examination is not just an
exercise in choosing 5 questions you are
good at and giving your “prepared” standard
answers by rote in 3 hours. It focuses more
on testing one’s understanding of tactical
knowledge and applying it in a dynamic

shipping environment.

The process of review and preparation
is time consuming but it is more interesting
to acquire the knowledge. One simple
question can involve comprehensive
knowledge from various aspects. Textbooks
are only a guide. Students should spend
more time self-reading and exploring
their daily practice. One question can be
answered by 500 standard words or only 50
short words, but can also be explained in
detail by a book of hundreds of thousands

of words as well.

I think this is where the charm of
shipping lies. Shipping is comprehensive
and dynamic, and learning is never ending.
The more we think, the more we get
involved, the more we find we need to
learn ... it is a never-ending circle but, in

the end, we acquire more knowledge.

More preparation, the better it is, but
it will not necessarily translate into the best
result in an examination, one should also
think as to how to streamline and highlight
the knowledge and experience to answer

in a skilful way in the set time.

To assist students in preparing for
the examinations, ICS Hong Kong Branch
organises its Study Group programme
before each examination session through
tutorials and group discussion. Tutors
from ICSHK are experienced professionals
dedicated in various fields in the industry.
This time I attended the sessions of
“Introduction to Shipping & Shipping
Business” by Mr. Y.K. Chan, and “Dry
Cargo Chartering” by Mr. Manson Cheung.
The review sessions did help me a lot
in preparing for the examinations. The
Study Group also provides a platform for
exchanging views with other students and

professionals in the industry.

The most valuable thing I gained
from the examinations was not only the
professional knowledge and examination
skills itself, but the attitude of learning. It
is not a kind of competition, but a process
of learning through curiosity and pursuit of

knowledge.

The spirit of ICS

Prizes are material and awards
come and go. What lasts forever is the
knowledge itself and the attitude to keep
learning. Having said so, the majority of
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young people nowadays are pursuing
quick success. We are keen on obtaining
a variety of certificates and qualifications.
We even treat passing ICS examinations as
a ‘must’ in the shipping world. Sometimes
we are confused. We must know that
ICS can give us not only the honour of
being a member, but also the process of
learning and the spirit to keep learning and

exploring the shipping world.

We, as young people, really appreciate
the patience from the industry, which gives
us opportunities to develop ourselves,
patiently listens to our sometimes immature

opinions and is willing to guide and

encourage us continuously and generously.
Finally, I strongly believe that one can gain

more than what one expects in shipping.

(Ms. Vita Wang has been working in Uni-
Asia Shipping Limited, HK for Ship Owners
since July 2014, assisted in vessel operations
and chartering in the dry bulker sector. She
obtained Master (Eng.) degree of Industrial
Engineering and Logistics Management
in The University of Hong Kong with
distinction in 2014 and ber Bachelor
degree is majored in Shipping Management
at Dalian Maritime Universit).)

Contact :
Honorary Secretary, Hong Kong Branch
Telephone: (852) 2866 1488

E-mail : examination@ics.org.hk
Website

THE INSTITUTE OF CHARTERED SHIPBROKERS

(REPRESENTING SHIPBROKERS, AGENTS AND MANAGERS)
FOUNDED 1911 : INCORPORATED BY ROYAL CHARTER 21 JANUARY 1920/ SUPPLEMENTAL CHARTER 1984

“Setting the highest standards of professional service to the
shipping industry worldwide through education and example”.

Membership Qualifying Examinations are held in Hong Kong every April.
Exemptions from some exams are available.
Distance learning support via text book and
online tutoring is available to students.
Contact the Branch to register as a student.

: www.ics.org.hk also www.ics.org.uk

FAQ : http://www.ics.org.hk/Examination 9.htm
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Grand Seatrade

2607 Alexandra House,

16-20 Chater Road, Hong Kong
Tel : ( 852) 2526 4294-7

Fax : (852) 2810 6780

Telex : 85146 SETRA HX

E-mail address : gstrade@netvigator.com E I . gstrade@netvigator.com

¥ A K »n 9

Shipping Company Limited

EBPIRIEITE 16-20 57
D ILAE 2607 E

ET5E 0 (852) 2526 4294-7
fEH : (852)28106780
E{E : 85146 SETRA HX

J Rc Hostmost Engineering Ltd

YOKOGAWA

carriage requirement:

Passenger Ship (>=500GT) or Tanker (>=3,000GT):
1 July 2012 (New building)

Cargo Ship (>=10,000GT): 1 July 2013

Cargo Ship (>=3000GT): 1 July 2014 (New Building)
Passenger Ship (>= 500GT):

Before 1 July 2014 (Existing)

Tanker (>=3000GT): Before 1 July 2015 (Existing)

Electronic Chart Display and Information System (ECDIS) Cargo (>=50,000GT): Before 1 July 2016 (Existing)

JRC: Marine Telecom & Navigational Equipment
Yokogawa: Auto Pilot & GyroCompass System  Tel: (852) 2554 9207 Fax: (852) 2554 5152

Cargo (>=2,000GT): Before 1 July 2017 (Existing)
Cargo (>=10,000GT): Before 1 July 2018 (Existing)

Add: 12/F., Yan's Tower,
27 Wong Chuk Hang Road, HK
Email: g01host@hostmost.com.hk
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AA TAIK

V/
AED; AN ADJUSTER’S NOTES ON ACTUAL AND

CONSTRUCTIVE TOTAL LOSS

RHIL

Editor’s Notes: The following notes are
contributed by Richards Hogg Lindley,
Average Adjusters and Marine Claims

Consultants.

Venetico Marine SA v International

General Insurance Co Ltd and Others

THE “IRENE EM” QBD (Comm Ct)
(Andrew Smith J) [2013] EWHC 3644
(Comm) November 2013

This was a first instance trial in
which the underwriters of the “Irene EM”
attempted to defend a claim for an actual
total loss, or alternatively a constructive
total loss following grounding. The factual
matrix of this case brought to light some
interesting points from an adjusting and
case management perspective. What was
particularly apparent was the need to
maintain objectivity, both in external and

internal communications.

The claim:

The claimants, Venetico Marine

SA, who owned the vessel “Irene EM”,

claimed $18 million from the defendant
underwriters on the basis that on 30
October 2009 the vessel suffered damage
caused by an insured event in the Gulf
of Khambhat. Their primary case is that
the vessel grounded fortuitously and the

damage was caused by a peril of the seas.
The claimants contend that the “Irene
EM” was an actual total loss (“ATL”) or a

constructive total loss (“CTL”).

The underwriters’ defence(s) to the

claim:

i)  That the claimants have not proved
how the grounding happened, and
so have not proved that it and the
resulting damage were fortuitous and
that a peril of the seas or any other

insured peril was a cause of them.

ii) That the vessel was not damaged as
a result of any grounding to anything
like the extent that the claimants

alleged.

iii) That the vessel was not an ATL as a

result of the grounding.
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iv) That the vessel could have been
repaired for no more than $12 million,
and so was not a CTL as a result of

the grounding.

(a) Grounding as a peril of the sea

Point 1) was quickly dismissed. It was
held that the grounding itself was a peril
of the sea and therefore there was no need
to show that it was caused by a peril of
the sea. This is a well-established principle
and the judge’s treatment of this ground is

unsurprising.

i) What was the extent of damage?

The underwriters contended that
much of the damage was caused whilst
the vessel was eventually being scrapped,
and that in any event it was not twisted
and hogged to the extent claimed. In this
regard criticisms of both the objectivity and
thoroughness of the underwriters’ surveyors
quickly came to the forefront. Of particular
note in respect of thoroughness the judge

commented at para 33:

“...First, bis inspections were not

detailed and careful: he was unclear about
what he bhad observed on bis different

inspection visits to Alang; and he was

vague about the extent and the location of

damage that he described. Secondly, he
readily drew upon bis experience of dealing
with other vessels in other situations: I
conclude that this coloured his approach

to this case in that he did not distinguish

carvefully and reliably between damage that

he actually had observed and what damage

he would have expected if the vessel had
been grounded. Thirdly, he expressed firm

opinions without proper consideration...”

This highlights the need for experts
to treat each case on its particular merits
and not make assumptions based on
previous experiences too readily. Further,
criticisms were raised in the manner in
which the task of assessing the damage
was approached, namely from the
perspective of trying to build a case for
underwriters. This serves as warning about
the nature that correspondence should be
conducted in, especially in respect of more

contentious matters.

Ultimately the judge decided in favour
of the claimants due to the diligent and
thorough approach taken by their surveyors
and engineers which was reflected in the
evidence. Paragraphs 33-37 encapsulate
the manner in which the defendant’s
evidence was treated on the whole and the
basis for the inferences drawn later in the

judgement.
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iii) Was the vessel an ATL?

The claimants pleaded that the “Irene
EM” was an ATL because she became
a dead ship, in that she could not be
operated or restored to an operational
condition and therefore she had ceased to
be a thing of the kind insured. This was
argued on the basis that (a) the vessel
could not legally be moved except to
be scrapped, or alternatively(b) that she
could not physically be moved for repairs
because the damage was of such an extent
that any voyage, even under tow, was
impossible without the vessel breaking
up. The judge found that this was not the
case and the she would endure a voyage

under tow, albeit a restricted one.

With regards to (a), this argument
was based on the premise that, even if
the vessel could be towed to Mumbai
(the closest suitable port for temporary
repairs), she would not be able to enter
without paying bribes to officials there.
This was primarily based on a number of
internal e-mail exchanges between the
underwriters’ and their surveyors. Smith
J took a dim view of this and the below
e-mails bear repeating in full as they
highlight the dangers of engaging in this

type of correspondence:

On 15 February 2010 xxxxx sent
an email to xxxxx offering to “do a cost
guesstimate ” for the vessel being towed to
Mumbai, and observing “but the bribes at
Mumbai will be difficult!”.

On 5 May 2010 xxxxXX wrote to
xxxxx that Mumbai dry docks could
accommodate the vessel, explaining that
“Harbour Master and Dry Dock Supdt have
confirmed the possibility. We need to give
them a confirmation along with their perks
to confirm the same at the earliest”.

Ultimately the claim for an ATL failed
on various grounds, however the entire
section is instructive in respect of the
rigorous test that needs to be passed in
order to succeed in a claim for an ATL (see
paras. 398-403).

iv) Was the vessel a CTL, and what
was the cost of repair?

The defence’s points ii) &iv) (above)
were problematic, and both sides proffered
various witnesses of both fact and expert
opinion. The judge’s task was to review the
reports and cross examination provided by
all the surveyors and, more importantly, the

context in which they were made.

This point boils down to the cost
and manner of repairs, and whether this

would exceed the insured value on the

H&M policy of US$12m. The claimants’
suggested, based on a quote from COSCO
repair yard that the repair cost was in the
region of US$28m,whilst the underwriters’

surveyor suggested an estimate of US$5m.

Smith J undertakes a fairly forensic
review of the various costs involved from

para 437. However in summary the judge
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erred in favour of the claimants because

they provided a full quotation from a

reputable yard that could stand up to

scrutiny. On the other hand, underwriters
simply used a ‘back of an envelope’ figure
to support their claim that the vessel was
not a CTL, which the surveyor struggled to

justify under cross-examination.

Based on both the extent of damage
and the cost of repairs the judge found that
the vessel was a CTL. The claim succeeded
and the underwriters were ordered to
pay an aggregated total of US$18m, in
respect of the H&M (US$12m), Increased
Value (US$3m) and Anticipated Cost of
Replacement (US$3m) policies.

Points to note:

e  Both shipowners and underwriters
must ensure that they maintain
objectivity in both internal and
external communications in order
to show that they are diligently

managing their claim.

e As discussed above (point ii) experts
should consider each case on its
particular merits, even if they have

experienced a similar case before.

e  Claims for CTL, especially ones that
are not clear cut, must be supported
and defended with substantive
documentation. The estimates must be
as reflective as possible of the actual

cost of repairing the vessel.

Connect Shipping Inc and Machrimar

Management SA v The Swedish Club

and others

“The MV Renos” QBD (Comm Ct)

(Knowles J) [2016]

This was a first instance trial in
which the underwriters of the “Renos”
attempted to defend a claim by the assured
for constructive total loss of the vessel
following significant damage caused by a
fire in the engine room in Suez in August
2012. Notice of abandonment was tendered
in February 2013. From an adjusting
perspective, it raises some interesting
points concerning which costs should be
included in the assessment of a claim for
constructive total loss. We also take the
opportunity to note some of the differences
in approach to claims for CTLs between the

conditions commonly used in the market.

The claim

The issue concerned the level of
indemnity due to the assured. The assured
argued that they were entitled to be
indemnified for a constructive total loss.
Insurers contended that the assured was
entitled to be indemnified on a partial
loss basis. The vessel was insured for
US$12,000,000 on a hull policy, subject
to ITC — Hulls 1/10/83 and US$3,000,000

under an increased value policy.
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Underwriter’s defences

1))

2)

SEAVIEW 117 Issue Spring, 2017 Journal of the Institute of Seatransport

Had the assured elected not to
abandon the vessel to insurers by

delaying notice of abandonment.

The judge quickly dismissed this point,
considering that at no stage between
the casualty and provision of notice of
abandonment (NOA) did the assured
behave in a way that amounted to an
election not to abandon the vessel to
insurers. He also did not consider that
the passage of time between the date
of the casualty and provision of NOA
in this case amounted to an implied

election not to abandon the vessel.

Was NOA given too late?

The judge considered that in
circumstances where the assured
had received conflicting information
from experienced sources regarding
the estimated repair costs, obtaining
reliable information was difficult
and took time. In the context of the
statutory requirement (s.62(3) Marine
Insurance Act 1906) that the assured
use reasonable diligence after the
receipt of reliable information of the
loss, the judge considered that the
amount of time between the casualty
and provision of NOA, during which
time further enquiries were made, in

this case was reasonable.

3)

Which costs rank towards the CTL
calculation?

In accordance with s.60(2)(ii) of the
MIA, in order to establish whether a
vessel is a CTL, the estimated costs
of repairing the damage to the ship
caused by a peril insured against
are compared with the value of the
ship when repaired. Clause 19 of the
policy conditions provides that in
ascertaining a CTL the insured value is
taken as the repaired value.

Insurers argued that the question of a
CTL is to be assessed at the time when
a NOA is tendered. However, the
owner will take account of the cost
of future salvage operations, and it is
only once he has made this calculation
and elects to treat the vessel as a CTL,
that NOA is given. The judge advised
that nothing within s.60 of the MIA or
the policy conditions provided that
the costs of recovery / repair should
be limited to those costs incurred after
the NOA. The insurers contended
that owner’s position would lead to
an over indemnity because those
costs incurred during the period
between the casualty and tendering
NOA would rank towards a CTL and
in addition the assured would claim
those same costs as sue and labour.
However the judge reiterated that the
CTL calculation is used to determine
the cost of repairing the vessel.
Whether or not the assured is entitled
to recover sue and labour expenses
is a separate matter for the policy of
insurance.
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Insurers also argued that SCOPIC

liability is not a ‘cost of repair’ for the
purposes of assessing a CTL under
$.60(2)(ii). They considered that this
is supported by the fact that P&I
insurers pay the SCOPIC element of a
salvage award, avoiding an otherwise
significant environmental damage
liability. Insurers considered that only
costs covered by the policy ought
to be ranked. However, the judge
advised that this is not the provision
under s.060 (2)(iD). He considered that
SCOPIC is an indivisible part of an
item which the balance, underwriters
agree, did form part of the cost of
repair. Accordingly he found that
ship’s proportion of the salvage award
inclusive of SCOPIC ranked towards
the CTL.

The judge also considered that
in calculating those costs ranking
towards a CTL, a “suitable allowance
for uncertainty is to be properly
made”. The judge considered that
the wide range of estimates provided
highlighted the fact that precision
was difficult. He recommended a
contingency of 10% be added to the
estimated repair costs for the purpose
of determining whether the vessel was
a CTL.

Conclusion
The judge held that the assured was

entitled to provide NOA, that this was
effective when it was provided and that

the vessel was a CTL on the facts. Insurers
were liable to pay the insured value
under the hull policy (US$12,000,000), the
increased value policy (US$3,000,000) and
sue and labour costs in addition.

Adjusting observations

In this case the vessel was insured on
ITC-Hulls (1/10/83). It is worth noting the
differences in approach to claims for CTL
depending upon the policy provisions to
which the claim is subject.

Under the American hull conditions,
it is specifically provided that expenses
incurred prior to giving NOA, and which
will be claimed under the sue and labour
provision, cannot also be ranked in
determining whether there is a CTL. If
those costs are used to rank towards a CTL,
then they cannot be claimed in addition as
sue and labour.

Under the English conditions this
is not the case, the reasoning being that
if the assured has a claim for a CTL then
he effectively loses his ship, for which
he should receive the insured value.
If he has incurred additional expenses
in attempting to save the ship then he
should be reimbursed in full for those in
addition, otherwise he has not been fully
indemnified. It is therefore beneficial to
an assured where they are not insured
under ITC-Hulls, in cases where costs are
expected to be incurred beyond the date of
NOA,to tender NOA as soon as reasonably
possible.
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Under the Nordic Plan (Cl. 11-3),
the ‘condemnation’ (or CTL) calculation is
made after the ship is salvaged. Salvage
costs do not rank towards the costs of
repair in establishing whether the vessel
is condemned. Whether the vessel is a
CTL (or condemned) under the Plan, is
based upon a ‘discretionary assessment of
the future expenses that will be incurred
in connection with complete repairs of the
ship’. The assessment is based upon the
ship as at the place and in the condition
when the assured makes his request
for a condemnation. Accordingly, costs
which have already been incurred are
not taken into consideration. However
all foreseeable future costs are taken into
account (excepting salvage costs). Under
the Plan, the costs have to reach only 80%
of the insured value or repaired value,
if this is higher, in order to demonstrate
a CTL. However, only damage which is
covered by the hull insurance shall be
taken into account in the assessment. This
was an argument raised by insurers in
this case on the SCOPIC point, but which
the judge considered had no basis in the
context of ITC conditions or under the
MIA. Interestingly under the Nordic Plan,
there is also provision to take into account
in calculating a CTL, all unrepaired damage
which has been notified to the insurer and
which they have had opportunity to survey,
which occurred within 3 years preceding
the date of the casualty.

The case serves as a useful reminder
that an insurer’s exposure can potentially
amount to a maximum of the insured value

of the vessel as a CTL, plus sue and labour
costs in addition (also up to the insured
value).

Readers can now go to the LinkedIn
page https://www linkedin.com/company/

richards-hogg-lindley-rhl-?trk to review this

and look at other articles as well.

(Richards Hogg Lindley: Average Adjusters
and Marine Claims Consultants)
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Are Maritime Students Ready For The Competitive Job Market?
Students’ Perspective On Maritime Programs

Yui-yip Lau and Adolf K.Y. Ng

Currently, the maritime industry is
one of the four core economic pillars of
Hong Kong. According to 2013 Policy
Addlress: Marine Department of the HKSAR
Government, The Hong Kong Special
Administrative Region (hereafter referred to
as “HKSAR”) Government highlighted the
importance of education and trainings of

programmes in the maritime industry. Due
to an increasing number of enrolments in
maritime programs, various local tertiary
institutions offer maritime programmes
at different levels ranging from advanced
certificates to doctoral degrees in Hong
Kong. A summary of Hong Kong major
maritime programmes are listed in Table 1.

Table 1: Hong Kong Major Maritime Programmes

Institution | Certificate | Diploma | Associate | Bachelor | Master | Doctoral
Degree Degree | Degree | Degree
HKPU 1 1 1 2
SCOPE 1
CITYU 1
HKSTLA
HKSU
HKUSPACE 2
IE
HKUSPACE 1
VTC 1
MSTI 27 1

Keys: CITYU - City University of
Hong Kong; HKPU — The Hong Kong
Polytechnic University; HKSTLA -
Hong Kong Sea Transport and Logistics
Association; HKSU — Hong Kong Seamen’s
Union; MSTI — Maritime Services Training
Institute; SCOPE — School of Continuing
and Professional Education of the City

University of Hong Kong; HKUSPACE —
School of Professional and Continuing
Education of the University of Hong Kong;
HKUSPACE IE - School of Professional and
Continuing Education of the University of
Hong Kong — International College; VIC —

Vocational Training Council.
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Source: Various universities and institutions

However, most of them appear to
have a lack of depth and width in terms
of course design and scope of area. On
the one hand, existing maritime education
programs mostly focus on concepts and
theories. A few programmes are of a more
practical nature, notably in dangerous
cargo handling, shipping operations,
terminal and port operations, intermodal
transport operations, chartering practice,
import/export trading practices, marine
navigation and meteorology, etc. It is
crucial to have a balance between practical
and theoretical knowledge in designing
new maritime programmes. On the other
hand, most of the education programs and
training courses are dominated by supply
chain management and logistics operations.
In this sense, maritime management and
operations are seriously ignored in the

programme scope of area.

The dynamic global environment
leads to a rise in research and professional
knowledge. It is unavoidable that the
maritime industry is required to transform
from a traditionally largely unskilled, labour
intensive industry to a capital-intensive,
sophisticated one. In turn, an increasing
number of tertiary institutions offering
under- and postgraduate maritime programs
have fundamentally shifted from a highly
practical, hands-on approach to draw

attention to business and analytical skills. In

order to advance our understanding of this
issue, we carried out a questionnaire survey
using Likert scale to collect data from
148 undergraduate and 43 postgraduate
students whose have pursued maritime
programs in several universities and
institutions in Hong Kong. The objectives
were to comprehend the students’ profiles,
expectations, and motivations of maritime
programs, search for the process of
professionalization within the maritime
industry and offer various strategies and
constructive recommendations to improve
existing maritime programs. The findings
also provide useful insight to anywhere
around the world that are offering/plan to

offer maritime courses and programs.

Our key findings can be summarized
as follows. First, the motivation of
both under- and postgraduate students
in enrolling their respective maritime
programs is primarily driven by
occupational/practical considerations. The
under- and postgraduate students have
aspirations to work in the maritime sector.
Hence, the design of maritime programs
does not only require alignment with the
initial expectations of both under- and
postgraduate students, but also needs to
establish a smooth study pathway from
maritime undergraduate to postgraduate
programmes. We have illustrated multiple
study pathways for maritime programme

students in Figure 1.
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Figure 1: Multiple Study Pathways for Maritime Programme Students

Master Degree (2.5 years)

Bachelor Degree (2 years)

Associate Degree (2 years)

Bachelor Degree (4 years)

Hong Kong Diploma of Secondary Education Examination graduates /

Yi Jin Diploma graduates

For the degree choice considerations,
a ‘good program’ is defined as a program
that can (1) increase students’ professional
competence and skills; (2) provide updated
information on the maritime industry; and
(3) have well-qualified teachers to deliver
courses to students effectively. For family
background, few family members of the
under- and postgraduate students work in
the shipping or other sectors within the
maritime industry. We can conclude that,
in Hong Kong, family members are not a
key factor in providing most updated or
the first hand relevant maritime program
information. Compared with undergraduate
students, more postgraduate students are
now working in the maritime industry.
Their prime contact parties, including

supervisors, former teachers, logistics
associations and colleagues can provide
them with past valuable experience
and share precious maritime program
information with them in pursuing such
maritime programs. Apart from this, peer
group influence is a driving force to
motivate postgraduate students to pursue
the maritime programs. Furthermore, the
emergence of information technology is
a ‘must’ for students to access real time
maritime program information in the
digital era. For annual family income,
many students, both undergraduate and
postgraduate, originate from low-income
families. Because of financial necessities,
they require to take up employment,
mainly part time, during their studies. Well
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below 40% of the postgraduate students
have been awarded scholarships from
external parties or universities or tertiary
institutions. To deal with this situation, the
logistics associations and the government
should take the initiatives to open up
scholarships and studentships to motivate
qualified students to pursue maritime
programs.

Furthermore, most under-graduate
students and postgraduate students prefer
to work in the maritime industry after
graduation. Since most of the world’s
commodities (i.e., by value and tonnages)
are carried by container shipping, and
unsurprisingly, the container sector
poses awareness of both maritime
programs and media. It is not surprising
that postgraduate students mention that
the container sector is their ideal work
in the maritime industry. To fulfill the
demands of the maritime industry, tertiary
institutions should consider allocating more
container shipping subjects to the maritime
programs, say, liner trade, logistics and
multimodal transportation, shipping
law and shipping practice. For Hong
Kong, given its immediate geographical
proximity to China, as well as the close
economic ties between them, maritime
logistics development in Hong Kong and
China will significantly affect each other.
Nevertheless, our survey results indicate
that half of the undergraduate students
do not possess fundamental knowledge
about the Chinese maritime industry. In
the near future, tertiary institutions should
think about including subjects relevant to
‘Greater Chinese elements’ into both under-
and postgraduate curricula of maritime
programs, and what is more, tertiary

institutions can invite guest speakers to
deliver a series of workshops, public
lectures, seminars and presentations about
the Chinese maritime industry. It definitely
enhances students to obtain more updated
and comprehensive information about the
Chinese maritime industry and current and
future development.

Finally, under- and postgraduate
students express that their maritime
programs are too academic or theoretically-
oriented, for example, putting too
much focus on theoretical operations
management. From the students’
perspective, well-qualified instructors
should focus on enhancing students’
understanding of the maritime industry
and demonstrate the diversity in innovative
teaching approaches so as to convey
relevant academic knowledge, professional,
and practical skills to students. This is
something that, according to our survey
findings, some maritime programs struggle
to achieve. To address this, we suggest that
institutions and instructors should put more
attention on building up or expanding
their networks with the maritime industry.
In return, the maritime industry can offer
different levels of benefit to both institutions
and students, pertaining to scholarships,
training opportunities, mentorship, summer
placements, internship programs, site
visits, and knowledge-exchange seminars.
Additionally, the tertiary institutions should
invite more diversified stakeholders from
the maritime industry, including current
employers, potential employers, logistics
associations, alumni to advise on the
maritime programs. Moreover, they should
provide more detailed guidance on the
design of maritime programs which can
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equip students with the necessary skills
to become competitive in the job market.
Also, the tertiary institutions should invite RT IV
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international practice”

from the appropriate study workload. In
this sense, students are able to graduate
smoothly and acquire good academic www.crump-co.com.hk
results.
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