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Renewal

Good progress was made last year towards improving the underwriting
result, but the Club is still underwriting at a deficit on a policy year basis.
In these difficult times when investment income cannot be relied upon, it
is more important than ever that the Club should seek to underwrite to
balance. Accordingly, the Board decided that a 15% increase in premiums
is necessary. Deductibles will also be reviewed on a case-by-case basis
as, in many cases, they are still very low. Defence class premiums will
also be increased by 15% and although the deductible percentage will
remain at 25%, the minimum deductible will rise to $7,500 and the
maximum to $50,000. 

The Board was acutely aware of the difficult trading conditions facing
many shipowners, and debated strongly whether the increase in
premiums could be moderated at a time when many shipowners are
facing severely depressed trading. However, the Board felt that the Club
had no option but to underwrite on a prudent basis so as to maintain the
Club’s financial strength. In the light of this it is essential that a firm
approach is taken to renewal this year. 
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The Board noted that the average premium per gross ton in the Standard
Club is well below the International Group average. So is the claims cost
per ton. Of course, a number of factors lead to average numbers, such as
the make-up of the Club’s membership, but nonetheless the figures are
instructive, and demonstrate a good performance by the Club in keeping
both claims and premiums down.

Directors - appointment and retirement

The Board was pleased to welcome Mr J N Das of The Shipping
Corporation of India to the Board. SCI has been a member of the Club 
for many years and we are delighted that the company will again be
represented on the Club Board. 

Javier de Sendagorta retired from the Board after many years’ service
and the Board recorded its gratitude for his great contribution to the
Club’s affairs. He had also been one of the two deputy chairmen, and
Constantine Peraticos was appointed to serve alongside Rod Jones as a
deputy chairman. 

Pool claims

Pool claims are, so far, a little lower in the current year than in the
previous two years, but the northern hemisphere winter is still to come,
so it is premature to 'count our chickens before they are hatched'. In any
event, the Standard Club has the best record on the Pool of any club in
the International Group and has a significant 'credit balance' with the
Pool, having contributed more than $60m towards other clubs' claims
which is more than has been taken out towards our own claims in the
last five years. Of course, pool claims are largely random and it is
possible for this position to reverse. However, in the meantime the Club
has established a significant cushion to absorb pooling liabilities. No
credit for this balance is taken in the Club's accounts but it represents a
hidden strength for the Standard Club within our market.

The idea of the Pool (at least at the primary layer) is that clubs should pay
in what they take out, i.e. should result in a 100% loss ratio over time.
We are very keen to see the Group finalise a review of the pooling
mechanism to ensure a speeding up of the process whereby clubs with
credit or debit balances return towards a 100% loss ratio position within
a reasonable time-frame.

New rules

At a Special General Meeting, also held in Mumbai, the Club’s new
streamlined rules were approved by members, to take effect from 20
February 2009. The new rules, which have been published and explained
to members during the summer, will reduce the number of words
significantly, clarify and modernise the wording, and altogether be a more
user-friendly document. There are likely to be a few additional technical
rule changes to be put before members at a further SGM in January to
take account of changes to the Pooling Agreement which are currently
being discussed within the International Group.

As a result of the new rules, there will also need to be new-style
certificates of entry. As well as reflecting the new rules structure and
numbering, the opportunity has also been taken to modernise and
streamline the format of the certificates.
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connection with the performance or non-performance of this Charter
Party including but not limited to, loss of use, loss of profits, shut-in
or loss of production and cost of insurance.”

The above exclusion clause has been considered by an arbitration
tribunal (see 2002 LMLN 585 17 April 2002). Owners contended that
clause 12(c) was clear in that it excluded liability for consequential losses
and they argued that the type of losses claimed (salvage expenses) were
typical of consequential losses.

The tribunal held that the majority of damages claimed related to the loss
of use of equipment rented by the charterers and of personnel connected
thereto and that they would be excluded by the words “loss of use” in
clause 12(c). 

Clause 12(c) Supplytime 89 has therefore received a less restrictive
interpretation than other consequential loss exclusion clauses addressed
above. Notwithstanding this arbitration decision in my view, in light of the
above discussed line of cases, there remains a good chance that a
court/tribunal could decide that Clause 12(c) does not operate to exclude
recovery of damages in respect of loss of use, loss of profits, production,
shut in or cost of insurance if it could be said that in the particular
circumstances of the contract those losses were “direct” or that the
losses could be said to have naturally resulted from the particular breach. 

In my opinion any party seeking to rely on Clause 12 (c) should be
forewarned. If the parties wish to exclude recovery for all loss of profits,
production insurance costs etc, including all such losses which could
possibly be termed a “direct” loss of profits, then this needs to be clearly
stated and the above clause amended to reflect this intention by inclusion
of the word “direct” loss. 

In British Sugar plc v NEI Power Projects (1998) 87 BLR 42 CA faulty
power station equipment supplied by the defendant led to increased
production costs and loss of profits for the claimant. It was held that in
the particular circumstances of that contract those losses beyond the
normal loss did not fall within an exclusion of liability for “consequential”
loss and were recoverable as direct losses. 

In Watford Electronics Ltd v Sanderson [2001] BLR 143 the Court
expressly equated the exclusion of liability for “indirect” or
“consequential” losses with the exclusion of liability for losses falling
within the second rule in Hadley v Baxendale. 

Application to Offshore contracts

Under English law, therefore, use of the wording “consequential losses”
alone in an exclusion clause in an offshore contract may be insufficient to
protect an owner from costly claims for loss of profit, production or
business interruption. Nevertheless the main hiring contracts (TUGHIRE,
TOWCON and SUPPLYTIME 89 (and revised 05)) and the Heavycon 08
contract each have consequential loss provisions which purport to protect
the parties from claims for “consequential losses” specifically. 

Specific Clauses

(i) 12(c) Supplytime 89

Turning to examine the specific relevant exclusion clauses, Clause 12 (c)
of the Supplytime 89 form provides:

“Consequential Damages: Neither party shall be liable to the other for and
each party hereby agrees to protect, defend and indemnify the other
against any consequential damages whatsoever arising out of or in
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- deck run off
- bilge water discharge
- grey water discharge
- boiler blow down
- chain locker discharge
- fire main discharge
- stern tube oily water discharge
- grey water mixed with sewage
- refrigeration and air condensate discharge
- seawater cooling discharge
- biofouling prevention
- exhaust-gas scrubber
- controllable pitch propeller hydraulic fluid

For full list of discharge types see under categories:
http://www.epa.gov/npdes/pubs/vessel_commercial_permit.pdf

Some effluent categories comply with existing MARPOL requirements.
Most do not.

VGP are not required for;

- Vessels operating beyond 3 mile territorial limit
- Sewage (blackwater) 
- Grey water from vessels operating within Great Lakes.

Inspections, Monitoring, Reporting and Record Keeping as from 
19 December 2008

Inspections:

• Conduct routine visual inspections of all areas addressed by the 
VGP including:

-  cargo holds
-  deck areas
-  machinery storage areas
-  boiler areas
to ensure that these are clear of garbage, exposed raw materials, oil
or visible pollutants.

• Once weekly visual inspection of:

-  decks and cargo areas where chemicals, oils or dry cargo, mixed
or used.

-  confirmation that monitoring, training, and inspections are logged
as per VGP.

• Watch keepers should include visual monitoring for water around and
astern of the vessel.

• Attention paid to deck run off water, ballast and bilge water.

• At least every 3 months a sample of the discharge stream of the bilge
water and/or grey water that are not usually visible is to be inspected
for signs of visible pollutants.

Routine Vessel Inspection Documentation

Each routine inspection is to be documented in the Official Log Book
(OLB) or other documentation referred to in the regulations.     

Annual Comprehensive Vessel Inspection     

Annual inspections conducted by a qualified person, this can include 
the master or superintendent.                    
Scope of inspection to include but not limited to:          

- Vessel hull for attached survey organisms, flaking antifouling paint,
exposed TBT surfaces        

- Ballast water tanks                
- Bilges, pumps, OWS sensors             
- Lubrication seals, hydraulic leaks         
- Visible pollution control measures operational   
- Confirmation that inspection and record keeping is being carried out                             

Annual inspection can be combined with a quarterly inspection.    
Non-conformities must be rectified.                 

Drydock Inspections

A drydock report must be available to the EPA or USCG on request. 

This report must include:

-  Confirmation chain locker cleared of sediments and organisms 
-  Hull inspected and cleaned of growth and organisms      
-  Antifouling hull coatings applied and maintained, and not

containing banned substances
-  Cathodic protection systems cleaned
-  Pollution control equipment operational      

Record Keeping

Refer to VGP regulations. All vessels covered by the VGP must keep
written records on board.                         

• Vessel information
• Voyage logs
• Documented effluent violations
• Corrective actions
• Routine inspections and findings
• Annual inspections and findings
• Analytical results of monitoring conducted
• Maintenance and discharge logs including:           

-  bilge water discharges               
-  painting application                
-  chain locker and tank inspections         
-  CPP/Stern tube maintenance             
-  grey water discharges               

       



9

• Operators can chose how these records are maintained and they must
be available to EPA or USCG.                    

• Records must be maintained for 3 years.            

Ballast Tank Records

For vessels entering or navigating in US waters the following records
must be maintained:                               

• Total ballast water information, capacity, volume.      

• Ballast water management. Ballast management plans.     

• Information as to ballast water to be discharged into US waters
including: origins of water, temperature, location, volumes.                                

-  Ballast water exchange details.                
-  Discharge of sediment.                   

Reporting Of Non-Conformities

Once a year all instances of non compliance must be reported to the
regional offices listed.                          

Cruise Ship Requirements 

Vessels authorised to carry passengers have additional effluent 
limits imposed.                     

These are also additional requirements for:                

-  monitoring requirements                    
-  training of personnel                    
-  maintenance                          

BARGES (hopper, chemical, tank, crane, dry bulk barges)          

There are requirements for:                        

-  additional effluent limits                  
-  supplemental inspection requirements             

Oil Tankers

-  inert gas systems; the effluent from IG scrubbers may be 
discharged                    

-  deck scuppers must be plugged when loading/unloading 
additional inspection requirements after loading/unloading                    

-  training requirements 

The regulations also give guidance for research vessels and rescue vessels.  

Vessels employing experimental ballast water treatment systems have

specific requirements.  

Recommendations

Most mature Safety Management Systems (SMS) will only require 
minor adjustments to comply with the VGP regulations. The interim
regulations should be used as preparation for the NOI and adjustments
to shipboard procedures.

1) Ensure EPA/NPDES - Vessel General Permit for discharges incidental to
the normal operation of commercial vessels is reviewed.

2) Download a copy of the NOI and determine which discharges 
are applicable.

3) Review existing sampling, monitoring, and record keeping procedures.
These will include: OLB, SMS requirements. Planned maintenance
system records, oil record book, ballast management place records.

4) Determine existing hull coatings and records and certificates.

5) Ensure drydock specifications include cleaning of chain lockers, cable,
and ballast tanks.

6) Keep drydock records as per the VGP.

7) Devise maintenance records to include the VGP effluent requirements.

8) Review masters/ vessel inspection requirements and record keeping.

9) Advise vessels of the impending requirements.

Additional Information

Please refer to the Standard Club website www.standard-club.com for
further details. There is also further information available on the EPA and
USCG websites below: 

http://www.epa.gov/npdes/vessels

http://www.epa.gov/npdes/pubs/vessel_overview.pdf

http://www.epa.gov/npdes/pubs/vessel_commercial_permit.pdf

       








