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Morris to
lead Far

East team
for Miller

JOHN Marris, a senior figure
at the Thomas Miller group
which manages n substantial
portiolio of transport mutu-
als, is to take & leading robe in
an aren he has long nartared,
the Far East, writes Jomes
Brewer.

In & challenge he will rel-
ish Mr Marris, now leader of
the management team  of
Thomas Miller Defence, has
been  appainted chairman
and  regional  director af |
Thomas Miller (Asia Pacifie). |

This is ane of three senior
maves aimed at supporting
the managed businesses in
playing to their strengths,
with UK P&l Clab, for in-
stance, being ane of a select
handful of intersctively A
rated muatuals

Standard & Poor's has in-
claded the clab i ita *strong”
category of ratings sinee it
started P& assessments, as-
signing an aatlock of “stable”
which means the rating is
likaly tn he maintained

Non-mutunl  competition
for the insurance allegiance
of shipping and logistios
groups and professionals has
heightened in recent times,
nspecially in the East, and
Thamas Miller managed an-
tities are counting on their
atrong record of service and
industry knowledge to keep
them ahead.

The UK club is the world's
largest insurer of third
party linbilities for oceango-
ingg ships, covering mare than
150m gt of owned and char-
tared ahipping. equivalent to
almost 20% of the world
merchant flaat.

In the same family of ser-
vices, the UK Defence Club
provides cover for legal casts
incurred by shipawners and
charterers in connection with
uninsured losses, embracing
more  than 3,000  ships
amaanting to 100m gt

Transport equipment. lia-
bilities P:nd n.:mpar(_', of
shipping lines, port apera-
tors, freighe forwarders and
athers are coversd by the
Throagh  Transport  Chub,
while  the International
Transport  Intermediartes
Club responds to the profes-
sional indemnity needs aof
1,700 ship agents, shiphrak-
L i =, marine

Why it is high time to reinvent
underwriting’s wobbly wheel

Jonathan Jones
calls for a radical
change to a more
‘hands on’
approach to the

| sector which

actively supports the
shipping industry

AS 18 wall known, to under-
stanid the future we must to 8
certain  degree  understand
the

Marine insurance has a
long histary, which can be
viewed a8 bath jts strength
and its wenknes

It can he mnhu.ng far all
cancerned, whether it be un-
derwriters and their manag-
ers, banks, regalatory mu-
thorities, state and  port
authorities, actoaries, mnng
agencies, 'yers
mayhe especially to mm-y aF
the end users.

Should the business be
less confusing, more straight-
forward? Is there a need for
innovation or maintaining
the status qua?

The magarity, 1 faar, will
side with the status quo,
mainly becanse it is easier.

“Why try and fix an un-
hroken wheel? is often the
cry, mastly ot of either ig-
naranes ar salf-intareat.

The trath, though, is that |
helieve the wheel has never
been unbroken — it merely
wobibles along,

Bafore we move forward,
why are we are at this paint?
A very quick review of the

st is required. Shipping
heing the hazardous business
it b=, it required, and does re-
quire, insuranes, the spread-
ing and sharing of risk, This

nwever, was formu-
Iat»d when the warld was a
very different place

The oldest form of insu-
rance,  general  average,
Points to many of the prabe
lem= we have today.

beginning  af
April. Mr Morris will take up
the newly combined post of
chalrman and reglonal diree-
tor of the group’s Asia Pacific
aperation in Hong

A qualified barrister, his
Ai-year career in shipping
and P& has always
Asin Pacific flaveur.

After several years as in-
house counsel at Furness
Withy, part of Orfent Over-
seas  Holdings, he jained
Thomas Miller in 1967, be.
enming senior director for de-
fonee claims bn 19694

As leader of the Thomas
Miller defence management
team for the past nine years
he has guided a strategy
aimed at increasing Asia Pa-
eifle mem

Meanwhile, Christopher
Brown, regianal directar far
Thomas Miller (Asia Pacific),
ia returning from Hong Kong
to Landon as claims director
fior Themas Miller

He will hava respansibilicy
fior the delivery of elaims ser-
viee and standards to all UK
elub members.

Daniel  Evans,  deputy
manager of Thomas Miller
Dofence, will take over the
present rale of Mr Morris.

Hugn  Wynn-Williams,
ehief executive of Thomas
Miller P&l said:  “These
changes... {arel designed to
refresh and strengthen the
service to all our clients.”

the
greatest ﬁmmc..n risk faced

mmm;h
course, loss of life. Yet these
elements do not farm part of
general average. Logically,
they =haubd

Thi= already points to an
anomaly, Why should a ves-
a0l have at laase three under-
writers, campared with any
other interest | can think of
mach a8 an aeroplan

In the event of :uslunlty

Why would it be 807 To es-
eahlish this we must examine
soma other isswes.

First, | think we need ta
apprecinte fully that in reali-
ty the number of aceangning
vessels in the world is very
small, approximately 50,000
of all types and sizes.

If this number is small the
number of owners is even
smaller, possibly anly one
tenth of the number, while
the number of significant ap-
erators may be only 500,

Marine Insurance today
conatitates less than 1% of
the warlfs inauranes reve-
nues. Marine insurance is no
langer the jewel in the crown
and is alsn generally unprof:
itable — for underwriters
anywa

Lioyd's, after raling the
waves in marine hull and
cargo insaranee, now not anly
has les= than 25% of the
warld's marine hull insu-
ranee placed directly bat ma-
Fine insarance is less than
5% of Lloyd's revenues, and
probably lower if you exchud-
e reinsurance

The phrass “marine syndi-
case” s ulse disappeared,

range” isses which have
surely resnlted from the split
in underwriting interests and
the previously, relatively
amall aperations
which aperated in Lioyd's.

Consider subscription an-
derwriting, created at Lloyd’s
by each individual syndicate
not being financially strong
anough ta take the risk

This is certainly not the
case today. The role of leader
and follower was previously
enshrined. Now all will say
they are leaders, but have
they the skills, especially
with regard to claims?

The affect of subscription

Jones: vision to end dismal

0
peculiar to Lloyd's has Iul to
many strange @ in
today's warld r.vfmnunmrr

For instance, antil very re-
cently underwriters in Lon-
dan never met the assured,
never employed their own
1 and elaims teams
and delegated elaims to third
parties because they did not
have the resources to do
otherwise.

Not in the ssme way a8 my
frienda in Scandinavia and
recently in Hussia. Here the

¥

at least three
Inwyers and surveyars can be
inwalved, but at what coat in
hath time and money? And if
it is & collision. .

Recent history saw the
emergence of the British Em-
ire, the resulting pre-emi-
Lm—urhntwh shipping, the
creation of Lloyd's and ita
own traditions — aften bi-

zarre to mast — the rise of
the City of London and of the
P& elubs.

While for the early and
middbe part of last century
the aystem worked, it has he-
gotten whare we are today.

If the “commercial” inne-
vative underwriters of the
past had not enly the finan-
etal rescurees but alse the
technalagy, especially in com-
munication, available today,
wanahd we be where we are? |
really think nat

Would everyons be better
off? Mayhe not everyene, but
mast, yes.

naw all

part of composite grovp. |
doubt if the innovativations
created by my team and my-
self through our syndicate
JL Jones and Others would
be possibile in today’s L,l'l)‘d'

The whole foundation of
Lloyd's undorwmhu: wnh
handson eddgeahy
risk selection haa m a g—rmr
extent been abdicated to the
salesman

The sharing of risk and of
knowledge by many small in-
dividual syndicates and the
sharing of common services
has to a great extent disap-
peared but has yet i be re-
placed with & new “Lloyd's™
approach. Instead it spams it
s ench for their own.

Now let us review some

wanted as a
course not only ta

t bt to got to krow theie
clients tharaughly.

They have always em-
ployed  highly competent,
dedicated  technical  and
claims tenms, not only to save
costs and ensare “unbissed™
raparting, but to give a prop-
er service tn their clients.

But of course Russin and
Seandinavia still have signif-
icant numbers of clients an
their doorsteps.

Subscriptian underwriting
versus  100%  underwriting
has also led, 1 believe, to an
abdication of responsibility in
underwriting standards and
methods.

If all underwriters took
100r%, surely they would ap-

cycle involves

underwritars playing

their part by better
understanding the clients
and supporting the best
diract underwritars.

proach the business in a very
different manner

Sa you might ask what has
happened with the clubs
when they take 100% of the
risk and with sams invelved
at many maltiples of the hull
ar eargn vahs.

The “dark art™ of P& i= in
fact not as dark as they would
wish ta partray. It has actual-
Iy bacama grey, dus mainky ts
the lack of financial control
and profit becoming in the
main, | believe, a burden and
nat the asistance it should
bee ar ja atated i be

1f P&1, ar more correctly li-
ability insurance, was not
predominantly provided by
the members of the Interna-
tional Group of P&l Clubs
and the “pay to be paid” rule
in particular had not evolved,
but rather a proper policy af
insurance backed by finan-
cinlly strong institutions was
imstilled, 1 doubt whether
provision of letters of under-
taking would exist or if the
meed for bank guarantees
would have arisen, or the

more Tecent cost of certifi-
cates of financial responsibil-
ity or ather similar or future
instraments.
palicy of insurance
backed h_y a strong financial
group would give the proper
comfort required by third
parties as cccurs in all other
areas of insarance. How
much time, effort, blackmail,
would be aviide
If the clubs apsrated aimi-
larly to hull and machinery
underwriters, would they not
have created trading warran-
ties  and exclusions? The
ports which constantly toler-
ate “substandard and cor-
Tapt” practices would face
being astracksed. Thiz surely
would berafit not only the
whole shipping industry hut
the countries where these
]rmso'pfra
Th atic increase in

dram
deductibles applied by bull

unigue eradlo-to-grave 1MO
mumber, would it not make
mense for seafurers to have, in
addition to their national ref-
erences, a unique IMO num-
ber to assist in tracking
frandulent documents and
for underwritsrs to Teeog-
mise competent masters and
rthrn"

eflecting an a recent arti-
\h im Lloyid's List (December
n the relevance of po
wardings) by Sam lgnaraki, |
do not believe that an in-
crease in the number of indi-
vidual clauses is of benefit to
underwriters or their clients

Russin rrrl elsewhers, ]
it becomes far too confusing
far all and is likely ta hanefit
anly our friends in the legal
prafession.

But I do appreciate his
goal of trying to meve the
business away from  being

and rwriter
in the early IGDM saw an in-
eradihle roduction in the fre-
quency af claims, even if not
in the overall cost.

However, liability is differ-
ent, 58 the majority of PRI
elnims are below $20,000.The
absurdly low levels of deduct-
ibles affered do little to pro-
mata safety and good ship op-
erathin but ensure constant
publicity for the elub,

The approach of marine
underwriters to the quality,
experience and  individual
track record of those operat-
ing vessals is surely strange.
In all other areas of insu-
Tance it is e haman
srror is responsible for mare
than B0% of all accidents.

While I am aware the prac-
tice of pre-employment medi-
cals is now creeping into ma-
Tine insurance, which should
be applauded. | believe “c
mareinl® underwriting waoukd
have made this compulsary
for all some time ago.

Now that each vessel has a.

purely 7

Where does the futare He®
In dedicatad profeashonal ma-
rine insurance companies of-
fering @ anesstop  policy,
which will not just be “inno-
wative® but revoluthonkss ma-
rine insurance into A *mod-
ern” proactive and special-
ised business, which will be
of benefit to all

Shipping  urgently re
quires finaneinlly strang, pro-
fossional underwriting which
actively supports the indus-
try and i taken seriously by
all invalved.

This means the underwrit-
era having fall and detailed

owlodge of the risks in-
valved, knowing and respeet-
ing their clients, influencing
crew selection. actively re-
warding quality,
contributing to risk manage-
ment and safety at wen with
the aim to create an all en-
compassing service.

If you nre happy and pre-
pared to insure the ship, why
not all of it — the physical as-

The ‘dark art’ of P& has actually become grey mainly due to the lack of financial control

pacts of damage to the strae-
ture, to the cargo it is carry-
ing and the ensuing liabil-
ities? Elsewhere in the insu-
ranee workd it is called s com-
prehensive policy

ith the moves being im-

atter of time unti clubs fol
Tow the lend set by Mr Ignar-
aki's new company and dem-

utualise — of course the
managers will make poten-
tinlly significant fortunes —
buat ultimately it is in the bes
interest of shipping in today's
warld.

Ench operation heing po-
ficed by mot unly the normal
fineametal disciplines by which
all companies exist but also
by the diseiplines impased by
their reinsuring underwrit-
ers who in today's warld ns-
sist in spreading the risk.

My vision is to see reinsu-
rance anderwriters playing
their part by better under-
standing their ellents and
supporting direct underwrit-
ers who have invested in
skilled  and  professional
reams and by so deing glving
extra checks and halances.

With this the present un-
renlistic  number
underwriters in
will b reduesd,
staggering

of  hull
particular
as will the

numbaer of

ors will become licensed and
adjusters will be divaetly am-
played by underwriters or
shipawners us part of the re-
spective claims teams.

The IMO and regulatars
will take seriously and fully
involve insurers, which will
result in additional legisla-
tion not being required,

Classifieation will bacame
akandmdlud mui respected.
n, though more
imited, will see & different
st uf vahues and standards,

Ships will heenma safor,
crews will bacome respacted
and the sens cleaner.

Or maybe | am dreaming!
donathon Jones is o direc
of JLd Meritime, Greece,

Underwriters hit by side-effect of the newbuilding boom

MARI: hull underwriters
aTe  heenming  incrensingly
frustrated over a claims fac-
tor that is outside their con-
tral or influence

It is the alarming rise that
haz taken place in shiprepair
ensts as the shrinking num-
ber of yards undertaking this
work can name their price.

It has heen obvious for
same time that the depletion
in the ranks of repaivers
stams fram the hoom in new-
building and this shows na
sign of abating.

Bince the beginning of this
year, the columns of Lloyd's
List have recorded a bost of
mewhuilding orders.

Many yards capable of
bathy building and repairing
ships have pulled down the
shutters on the latter activi-
ty, while some “pure” repair
yards have managed to
switch to construction.

Higher stee] prices and ris-
ing labaur ensts have pxReer-

Statistics soon to be released by IUMI are expected to show an alarming increase in partial losses, which means a big jump in the
need for shiprepair. But marine underwriters are caught between a rock and a hard place, writes Denzil Stuart

bated the problem for insur-
. Steel accounts for 1075
20% of a total repair cost
However, underwriters re-
port that the annusl repairs
survey carried out by the Sal-
vage Ansociation shows that
hoth steel and labour ensts
are fairly static just now in
WL AFRRS,

Richard Tomlin, marine
underwriter at Llayd's insur-
er Atrium and a member of
the London market’s Joint
Hull Committee, points out
that the Marpal regulations
affecting double-hull tankers
are als affecting dry dock
avnilability.

Lack of availnble repair ca-
pacity may lead to extended
affhire pericds, and the re-
sulting deterioration in lass
records should in theory see

n

owners facing unwelcome in-
Cresses in insurance pricing
and tighter conditions. It 18 &
lang-term problem.

Unfortunatel; Mr
lin, such sensible think-
ing i largely over-ridden by
market forees

“The hall market |= seill
flat where premium rates are
concerned, amd there has
been an inflax of new capaci-
ty leading, in some cases, to
naive competition,” he says.

In a well timed exercise,
Gard groap of Norway has
done the marine insurance
market, as well as shipown-
ers, a favour by gathering in-
formation from ull the impar-
tant repair corners of the
waorld, The findings are var-
fed but the message is clear
— there are big difficulties

getting ships, eapectally the
larger  types, into repair
docks.

A good example is cited by
Gard involving a very lnrge
erude carrier that grounded
Last duly and was only docked
o replace 2,400 tonnes of bat-
tom plating in late October.
The hire rate was $90,000 &

Generally speaking, repair
yard prices have risen by be-
tween 25% and S0% in the
pnnl twa or thres
Alsm, dhue to the high new-
building rate for vessels and
rigs, repair yards aften can-
not. recruit sufficient subtable
manpower.
In Earope, Gard faund,
prices and dry dock availabil-
ity have remained stable in

nsurance and P&l is edited by James Brewer

recent years in Germany. In
narthern Eurape, prices nt
Pulish yards have inereased
appraximately 10 to 20% in
twe years. In addition, yard
users meay face difficalties be-
eanpe of lack of suitable man-

power

Apparently Palish yard
workers regularly migrate ta
Scandinavin and elsewhere
in search of better wages. As
a result, Scandinavian yards
have kept their prices ut
much the same level for the
past few years. Danksh yards

ave shart times and
will usnally have free space
within weeks.

In the Middle East, in
Dubai and Bahrain, steel
prices increased from $3-§4
par kg to abaut $5 lnst year.

Qatar is building a new re-

pair yard with two graving
docks which shoald be ready
within two years, bue this fa-
cility is aimed mainly at serv-
ing the high number of gas
earriers being built.

T et and southenst Asin,
vig building and eonversiens
ta flaating production storage
and offloading units have
tied up mast of the capacity of
Singapare yards for the Texe
three to four years, bat there
are some free slots for repairs
thiz year. The price of steel s
about

Steel prices in Japan have
remained stable for the last
few years at $5-87 but yards
are very busy with newbulld-
inga and there ks little inter-
et in hig stoal Fopaira.

Naow that Hyundni Mipa
has shifted its repair busi.

ness ta Vietnam there are no
facilities for large vessels in
Karen.

Steel prices range from
$120 to 3330 r kg in
China, but manpower prices
in smme categories have |
creased by more chan 1004
in the past two years

China is facing enmpati-
tiem from Thailand and India
for repnir wark, which push-
es prices down and provides
customers with alternatives.
Chinese yurds are reported to
have overbooked their short-
term repair capacity

If Chinese yards know the
awner i n & “sueeze” prices
are drastically inereasad, al-
though always kept below
prices autside Ching.

In Curagac in the Caribbe-
an all docks are full until the

second quarter of 2007, But
all i not boat, says Ciard,

Market forees are still
warking arl provided thers
is flexibility on time and
place the chances of getting
an acceptuble uffer increase.

In this situation there b
not & great deal that under-
writers can do exespt rely on
the advice and technical
know-how of experienced, in-
dependent surveyors whe not
only mssess the damage or
steel replacement following a
casualty but also negotiate
with repairers

Shipa continue to be driv-
&n hard, in many cases to #x-
tremes, and minor repairs
which can lend to bigger
problems later, as well s
surveys. are deferred.

A= much as the casaalties
themselves, underwriters
must Factor ints their pricing
the apiralling cost of repairs
But it seeme as though that s
mot happening at present.




