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Assignment
The American Institute Hull
Clauses—Collision Liability and
General Provisions

APPROACHING ASSIGNMENT 6 AS A
COURSE LEADER

Here are some ideas you might consider:

1. Give your students their weekly quiz. This week, have the students
exchange their answers with one another (as you told them last week).
It is still a good idea to develop the class consensus answer, but, after
the students have graded the quizzes, ask whether anyone changed his
or her mind about the answer after reading someone else’s answer.
This should help the class to look at the questions from a different
perspective in the future.

2. Are there any students who don’t participate in class discussion?
You may want to call on them and ask them to try answering. If
they’re not prepared for class, knowing that they aren’t invisible
may motivate them to be better prepared next time. And if they’re
just shy about participating, a little gentle encouragement may be all
that’s needed to get them to join in.

3.  This chapter provides a golden opportunity to focus on the impor-
tance of the course guide’s introduction to each chapter. Here,
students are specially told they don’t have to be able to do the
calculations for the Both-to-Blame clause.  So if this is the overrid-
ing question you’re getting, reinforce the importance of reading the
introduction. Remind students that in addition to such helpful
hints, this is where they’ll find:

• information on registration deadlines;

and
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• the Educational Objectives, which tell them what they need to know
from each chapter.

4.  Since students don’t have to perform the mathematical calculations
involved in the Both-to-Blame clause, the exhibit titled “The
Benefits of the Both-to-Blame Provision” simply points out the
effect of the clause.

5.  Application Question 1 in the course guide provides a good review
for the information required by Educational Objectives 1 and 5.
Follow it up by using Application Question 2, to emphasize the
scope of coverage of the contract.

6.  Use the masters that follow to make overhead transparencies or
handouts.
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QUIZ: ASSIGNMENT 6

1. (3 points)

Indicate whether each of the following would be covered under the AIHC collision liability clause.

a.  Insured vessel collides with a tugboat.

b.  Insured vessel collides with a pier.

c.  Insured vessel drifts into a moored barge.

2. (1 point)

Name a circumstance in which a vessel will be “held covered” at the expiration of the policy term.

3. (2 points)

Name two events that can terminate the AIHC policy automatically unless the insurer is informed
and agrees to continue coverage.

4. (2 points)

Describe a situation in which a return of premium will be made.

5. (2 points)

Name one of the three actions required of a vessel owner to avoid suspension of coverage when he
or she is advised of a breach of a trade warranty.
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ANSWERS TO ASSIGNMENT 6 QUIZ

1. a. covered

b. not covered

c. covered (p. 179)

(Allow 1 point for each correct answer.)

2. The vessel will be “held covered” if:

a.  it’s at sea.

b.  it’s in distress.

c.  it’s in a port of refuge or a port of call. (p. 186)

(Allow 1 point for any one of the above.)

3. Coverage may terminate automatically in the event of:

a.  any change in the ownership or flag of the vessel.

b.  placement of the vessel under new management.

c.  chartering or requisition of the vessel on a bareboat basis.

d.  change, cancellation, or withdrawal of the vessel’s classification society or her class therein. (p. 187)

(Allow 1 point for each correct answer, up to a maximum of 2 points.)

4. The insurer will issue a return premium in all the following circumstances:

a.  termination under the Change of Ownership clause.

b.  cancellation by mutual agreement of the insurer and the assured.

c.  lay-up of the vessel. (p. 189)

(Allow 2 points for any one of the above.)

5. To avoid suspension of coverage when a vessel owner is advised of a breach of a trade warranty, the
owner must:

a.  immediately notify the insurer of the breach.

b.  accept any amended terms of coverage required by underwriters.

c.  pay any additional premium required by underwriters. (p. 192)

(Allow 2 points for any one of the above.)



AMIM 121 Course Leader’s Handbook

69
Copyright 2001 Insurance Institute of America

THE AIHC COLLISION
LIABILITY COVERAGE

Coverage
Covers the assured’s liability for damage caused by collision to an-
other vessel and that vessel’s cargo.

Limits
I. A separate amount of insurance equal to the property insurance

on the Insured Vessel

II. Costs incurred (with the underwriters’ permission) to contest the
vessel’s liability

III. Other “damages” the assured becomes liable to pay as a result of
collision with another vessel, including demurrage, general aver-
age, and salvage charges

Exclusions
I. Wreck Removal

II. Property Damage, UNLESS to Other Vessels and Property
Thereon

III. Pollution

IV. Cargo Aboard the Insured Vessel

V. Loss of Life, Personal Injury, or Illness.
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THE BENEFITS OF THE
BOTH-TO-BLAME PROVISION

Each vessel owner recovers from its hull
insurance policy:

I. Full payment for hull damage.

II. The percent of demurrage loss for
which the other colliding vessel was li-
able.

Thus, the assured receives a larger claim
payment than would result under the
“single liability” approach that would
otherwise apply.
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AIHC GENERAL PROVISIONS

Duration of Risk Clause

I. Defines the anticipated policy
period.

II. Provides that the assured will be
“held covered” past the expiration
date if at the time of the expiration:

A. the vessel is at sea,

B. the vessel is in distress, or

C. the vessel is in a port of refuge
or a port of call.
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AIHC GENERAL
PROVISIONS—continued

Change of Ownership Clause
Under the following circumstances, the policy
automatically terminates UNLESS the insurer is
informed of the change and agrees to continue
coverage:

I. Any change in the ownership or flag of the
vessel.

II. Placement of the vessel under new
management.

III. Chartering or requisition of the vessel on a
bareboat basis.

IV. Change, cancellation, or withdrawal of the
vessel’s classification society or her class
therein.
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AIHC GENERAL
PROVISIONS—continued

Return of Premium Clause

I. If policy is terminated under the Change
of Ownership clause, return premium is
based on a pro rata daily net basis.

I. If policy is cancelled by mutual agree-
ment of the insurer and the assured
return is based on pro rata monthly net
basis.

III. If return is due to lay-up of the vessel, re-
turn applies to each period of 30
consecutive days.
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AIHC General Provisions (continued)

The Adventure Clause

Provides that coverage will be restricted if policy
conditions are breached as respects:

I. Cargo
II. Trade
III. Locality
IV. Towage or salvage activities
V. Date of sailing
VI. Loading or discharging cargo at sea

However, no restrictions will apply IF the vessel owner:
I. Upon receiving knowledge of the breach,

IMMEDIATELY notifies underwriters;
II. Accepts any amended terms of coverage required

by underwriters, and
III. Pays any additional premium required by

underwriters.


