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Assignment 9

Here are some ideas you might consider:

1. If you gave the midterm exam at your last class meeting, be
prepared to return the graded papers to your students tonight.
Some suggestions for reviewing the exam were included in the
introduction to last week’s assignment notes. Try to limit the exam
review to one-half hour so that you will have sufficient time to
cover this week’s assignment (and any parts of Assignment 8 that
you didn’t get to last week).

2. Give the quiz for Assignment 9. Although some students may
groan because they’re still hurting from the midterm, they’re
probably the ones who need the practice the most.

3. To help students meet Educational Objective 6, an overhead
master has been included listing the various blue-water vessels.
You can display this as an overhead or hand out copies and ask
students to name the special hazards to which each type of vessel
is exposed.

4. Use the masters that follow to make overhead transparencies or
handouts.

Hull and P&I Underwriting

APPROACHING ASSIGNMENT 9 AS A
COURSE LEADER
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ASSIGNMENT 9—QUIZ

1. (2 points)

When underwriting a cruise ship, what are two factors that underwriters should investigate to
determine the risk posed by fire?

2. (2 points)

Describe the difference between tramp and liner service.

3. (2 points)

Define “load line,” and explain the significance of this term.

4. (4 points)

When insuring an older vessel, what hazard could a higher than justified agreed value encourage?
How could an underwriter avoid accepting such a value?
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ANSWERS TO ASSIGNMENT 9 QUIZ

1. Any two of the following:

a.  Age of the vessel (to ascertain if in conformance with modern fire regulations)

b.  Inflammability of vessel’s interior

c.  Existence and condition of fire detection and suppression systems

d.  The existence of fireproof bulkheads

e. Ability of the crew to communicate with each other and with passengers

f. Ability of crew to fight a fire  (p. 74)

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

2. A tramp is a vessel employed on individually scheduled voyages under charters, while a liner is
engaged in regular advertised service between designated ports. (p. 54)

(Allow up to 2 points based on your assessment of the answer.)

3. A load line is a line, marked on the side of a ship, that indicates the maximum depth to which the
ship can be legally loaded. The load lines help prevent loss of life and property.  (pp. 49-50)

(Allow up to 2 points, based on your assessment of the answer.)

4. Accepting too high an agreed value for an older vessel might encourage moral hazard. An under-
writer might:

a.  Obtain a physical survey of the vessel;

b.  Inquire into the recent earnings or charter position of the vessel;

c.  Obtain a financial report on the assured;

d.  Check if any plans have been made for the scrapping of the vessel or for lay-up for lack of employ-
ment. (p. 59)

(Allow 2 points for the first part of the question and 2 points for any one of answers a-d for the
second part.)
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GENERAL UNDERWRITING
CONSIDERATIONS

I. The vessel

A.  Size of the vessel

•  Volume Measurements

Gross tonnage measures the vessel’s enclosed spaces.

Gross tonnage equals:

Vessel’s enclosed space (in cubic feet1) ÷ 100

Net tonnage measures the vessel’s cargo capacity and
does not include non-cargo carrying spaces.

•  Weight Measurements

Loaded displacement is the weight of the vessel when sub-
merged by the weight of stores, fuel, and cargo to her
summer load line.

Light displacement is the weight of the vessel without
stores, fuel, or cargo.

Deadweight tonnage is the difference between loaded
and light displacement.

•  Linear Measurements

Length and width

Draft is the depth of the vessel below the water.

Freeboard is the distance between the waterline and the
vessel’s freeboard deck.

1Changed to cubic meters in 1994.
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GENERAL UNDERWRITING
CONDITIONS (continued)

B.  AGE AND CONDITION

C.  VESSEL’S TRADE

•  Cargoes carried

•  Ports visited

•  Routes taken

•  Number of voyages

D.  OWNER AND CREW

•  Moral Hazard

•  Morale Hazard

•  Liner or Tramp

•  Quality of Crew

E. TERMS OF COVERAGE

F. LOSS HISTORY AND PRICING

G. VALUATION OF HULL

H. PORT RISKS



Exhibit 9-1 (from text)
Load Line Markings for Oceangoing Vessels
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TYPES OF BLUE-WATER VESSELS

I. GENERAL CARGO VESSELS

•  Carry all types of break-bulk cargoes

•  Equipped with cargo loading and discharge equipment such as booms
and cranes

II. DRY-BULK VESSELS

•  Carry bulk cargoes such as grain, coal, and iron ore

•  Many carry self-unloading gear

III. TANKERS

•  VLCC have a range from 100,000 to 400,000 deadweight tons, and
ULCC have a capacity of over 400,000 deadweight tons.

•  Parcel tankers carry anywhere from 2,000 to 40,000 deadweight tons
of liquid cargoes, using elaborate piping systems to carry various
products at the same time.

IV. ORE/BULK/OIL VESSELS

•  Can carry both dry-bulk cargoes and oil

V. LIQUEFIED GAS VESSELS

•  Used to ship liquefied natural and petroleum gases

VI. CONTAINERSHIPS

VII. BARGE-CARRYING VESSELS

VIII. RO-RO VESSELS

IX. PASSENGER CRUISE SHIPS
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CLASS EXERCISE

Hazards to Which Blue-Water Vessels Are Exposed

Identify the hazard(s) to which the following blue water vessels are exposed.

I. Dry-bulk vessels

II. Liquefied gas vessels

III. Parcel tankers

IV. General cargo vessels

V. VLCCs and ULCCs

VI. Containerships

VII.  Ro-Ro vessels
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CLASS EXERCISE: COURSE LEADER’S ANSWERS

HAZARDS TO WHICH BLUE WATER VESSELS ARE EXPOSED

I. DRY-BULK VESSELS

Age of vessels; corrosion of structure and steel plating caused by certain cargoes; stress to corroded
hulls from high-speed loading and unloading; inadequate inspections by surveyors; poor vessel
design; and human element problems such as “hands-off” management style and inexperienced
officers and shifting of cargo.

II. LIQUEFIED GAS VESSELS

Liquefied petroleum gas may explode; cargo may be so cold that, if any spills it can fracture the
vessel’s hull plating.

III. PARCEL TANKERS

Damage to their complex systems of piping, valves, and pumps for loading and unloading.

Contamination of cargoes.

IV. GENERAL CARGO VESSELS

Machinery damage; loss to the vessel from boom collapse; conditions in primitive ports.

Shifting of cargo; improper stowage or handling; improper ventilation causing sweat damage;
collapse of pallets.

V. VLCCs and ULCCs

Potential grounding and collision because of their deep draft and great mass; damage to their
complex systems of piping, valves and pumps for loading and unloading; fire and explosion poten-
tial.

Environmental damage and cleanup costs.

VI. CONTAINERSHIPS

Loss of above deck containers.

VII. RO-RO VESSELS

Improper securing of cargo doors.

Improper securing of vehicles.
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AMERICAN INSTITUTE TRADE
WARRANTIES

 I.Geographical Prohibitions

• East Coast of Canada, St. Lawrence River,
and Great Lakes

•  Greenland

•  Alaska Coast

•  Baltic Sea

•  Arctic

•  North Pacific

•  Antarctic

II. Cargo Prohibition—Indian Coal
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AMERICAN INSTITUTE GREAT LAKES
HULL CLAUSES

I. Trading Warranty

II. Season of Navigation

III. Duration of Risk


