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For any underwriter the main contractual obli-
gation is to pay claims and in this respect The 
Swedish Club is no different. For us the actual 
handling of the claim is as important, and in 
fact we believe that it should go hand in hand 
with paying the claim. Having dealt with claims 
for 135 years we have acquired experience and 
expertise which positions us at the very top 
amongst underwriters when it comes to handling 
claims. Through our vast claims experience we 
know how much of owners’ money that can be 
saved by our proactive approach.

In recent times it has, unfortunately, been difficult 
for hull underwriters, or perhaps P&I Clubs for that 
matter, with a professional attitude towards claims 
handling to get paid for the service delivered. It 
seems to be very clear that everything and everyone 
these days are being commoditised to a much larger 
extent than before. Adding value to a business rela-
tionship should come with a price tag, but at present 
the added value is not necessarily paid for. 

Later on in this report we will elaborate on the 
subject of shortage of experienced/competent 
seafarers and on-shore personnel. The problem of 
finding, training and retaining good profession-
als is truly not a problem which only, in isolation, 
concerns the shipowning side of the industry. It is 
equally a problem for underwriters, correspond-
ents, surveyors and others.     

Claims development – predictable 
or not?
Looking back over the year 2007 with our claim 
goggles on, it is safe to say that it is not a very 
pretty sight. It offered, however, plenty of oppor-
tunities for us to enhance our claims experience 
and expertise, but at a price.

What we experienced during 2007 was indeed 
shared by most other major underwriters. Apart 
from the Club’s own losses in the past year, there 
was a number of high profile cases, such as; MSC 
Napoli, WD Fairway, Bourboun Dolphin, Pasha 
Bulker, Sea Diamond, Republica di Genoa, Cosco 
Busan and the Hebei Spirit. 

The past years have displayed, in an undesirable 
manner, that there are simply not enough premi-
ums to cover the cost of claims and 2007 was no 
exception for the Club in this respect. On the P&I 
side the graph below shows the situation.

And for H&M the picture is similar, as can be 
deduced from the graph below:

Naturally, with the benefit of hindsight we can 
explain why the cost of claims has escalated. Of 
more importance, however, is to assess whether 
or not some of the development could have been 
anticipated. Underwriting has traditionally been 
a very reactive industry so far as rating exposure 
is concerned. We have all looked in the rear view 
mirror in order to figure out what kind of view will 
be offered through the windshield for the coming 
years, once we’re willing and able to look ahead. 

Proactive claims handling – 
      a matter of commitment!

 



 

www.swedishclub.com

When you exclude the cost and numbers of navi-
gational claims from our statistics you can see 
that in numbers the overall claims are reduced by 
some 17%, whilst the cost is reduced with some 
50%. This is truly staggering!

Going into detail on claims resulting from naviga-
tional errors, we are amazed and equally worried 
over the increased frequency as well as average 
cost in respect of groundings. The table at the top 
of the next page shows that only during the last 
two years there has been a dramatic increase in 
both cost and frequency. The increase in cost is 
mainly driven by increased steel prices and lack 
of yard availability. The latter of the two reasons 
has introduced an unprecedented inflationary 
effect on the cost of dry-docking as well as the 
costs associated therewith. Finally, and not an 
insignificant effect of the above, one should men-
tion the extended waiting time which has had a 
negative effect on the cost of Loss of Hire claims.

The market as a whole has been very slow in rat-
ing the expected exposure in a correct manner. 
As a result, the whole industry has been relying 
far too much on return on investment to compen-
sate for the shortfall on the technical result. Even 
though history is vital when exposure is to be 
rated, the Club has adopted an approach to rating 
which will be more balanced between what has 
happened, and what is expected to come. 

Merely by taking a look at some decisive indi-
cators relevant in the rating process, such as com-
modity prices, USD depreciation, newbuilding and 
secondhand tonnage prices, cost of spares, and 
the booming freight market, we realise that there 
is a very remote possibility that the cost of claims 
will be stable, or even go down. Most likely, there 
is only one way the cost of claims can go, and 
therefore premiums must go the same way. 

Navigational errors – a statistical 
blip or here to stay?
What is also becoming more and more patent in 
our claims statistics is the increased number of 
severe claims. In respect of P&I close to 60% of 
the aggregated claims cost is derived from cases 
in excess of USD 500,000.

As far as H&M is concerned the picture is even 
more telling, since 70% of the claims cost is in 
respect of claims in excess of USD 500,000.

In particular those claims related to naviga-
tional errors have a major influence on the claims 
volatility. 



 

Experience and competence –  
an industrial challenge
While on the subject of navigational errors it is vir-
tually impossible not to mention our Maritime Re-
source Management (MRM). This year the Club has 
taken this in-house product of ours and developed 
it one step further. Not only have we updated and 
added training modules, but we have also made the 
training modules available on-line on our web-site. 
This new feature of MRM will certainly facilitate 
an enhanced utilisation of this great product. We 
clearly see an increased awareness of the need for 
owners and management companies to properly 
and regularly train their officers. 
The Club’s MRM license holders have expanded 
rather quickly over the last years, and we are 
rather confident that there are plenty more to 
come. “The alternative would in our view be no 
alternative at all.” For an owner this is probably 
one of the most useful tools to have when trying 
to reduce the number of costly claims.

 

                                   

Obviously there is a correlation between an in-
creased frequency of navigational errors, as well 
as other categories of claims for that matter, and 
the lack of experienced seafarers. 

The really interesting question is what we all 
can do to arrest, and even better, reverse this cur-
rent ominous trend? Even though it is very clear 
that the industry needs to put their money where 
their mouths currently are, it is still a matter of 
fact that not enough is being done.  Ever increas-
ing problems involving shortages in terms of 
competent/experienced seafarers and on-shore 
personnel have been well known to the industry, 
as have the newbuildings in pipeline. 

Even though the industry has been aware of the 
problem for a long time, it appears as if the situa-
tion has not been adequately addressed. One notes 
with interest that the high profile tanker/cruise 
industry is far better off in this respect when 
compared to other shipping segments in general. 
Sadly enough, the only real and obvious reason 
for the difference in quality seems to be higher 
demands from the customers. 

Machinery claims – a combination 
of human error and/or poor quality
The category Machinery is still one of the most 
expensive categories of claims for the Club, which 
is illustrated in the table at the top of the next 
page. Not only are the individual claims becoming 
more and more expensive, but we are also suffer-
ing from a very high frequency.  

Inerestingly enough some claims that statisti-
cally appear under the headings - groundings, 
collisions and contacts - are in fact sometimes the 
result of an engine breakdown.
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When studying the statistics for the medium speed 
engines it is obvious that both the cost, as well as 
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the frequency for crankshaft/con rod damage are 
the true problems. Looking at the Low Speed Main 
Engines the loss statistics are still burdened by a 
large number of costly turbo charger claims.    

Interesting to note is the comparison of average 
claims cost if you break out 2005 and 2006 and 
look at the average claims cost for turbo chargers 
on Low Speed engines and crankshaft/con rod on 
Medium Speed engines. You can see that the aver-
age claims cost, relevant to these types of claims, 
has increased with 26% respectively 36% during 
these years, in comparison with the full period 
1998 – 2006.

As it has been graphically displayed in the Club’s 
Main Engine Damage Study, the medium speed 
engines account for over 40% of the claims cost 
even though they only represent less than 20% of 
the Club’s entries. 

Unfortunately, it is not just on the navigational 
side of the claims statistics where we see an 
impact of reduced experience/competence. This 
situation is also beginning to take its toll on 
machinery claims. It is not uncommon that chief 
engineers and/or first engineers fail to understand 
the relevance of alarms going off in the engine 
room. Equally common is that the engine person-
nel does not know how to properly operate some 
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of the equipment onboard. As a result incorrect 
action or actually no action at all may be the con-
sequence. In this connection we should stress that 
the MRM product, which was mentioned above, 
is as relevant in this respect as it is when purely 
addressing wrongdoings on the bridge.

Along with increased demand for additional 
tonnage in the world we have seen numbers of 
new shipbuilding yards popping up like mush-
rooms around the world. We have also had to 
witness some truly deplorable quality in the 
workmanship on ships leaving some of these 
yards. Along the same lines, there is of course an 
increased demand for spares of various kinds, and 
it is becoming more and more apparent that the 
quality in general is deteriorating. It is quite clear 
that due to extensive waiting times for spares, yard 
capacity etc., owners are becoming more and more 
willing to opt for the second, or even sometimes 
the third, best alternative. Having said this, we are 
by no means criticising owners because it is obvi-
ously a matter of fact that owners have to adapt 
to the prevailing situation. For underwriters the 
situation is exactly the same, and to that end our 
job is, needless to say, to predict and to rate the 
resultant exposure in a commensurate manner. 

Loss Prevention activities during the 
year – and a sneak preview for 2008
As always, the Club has been focused on our Loss 
Prevention over the past year. It is very easy in 
retrospect to figure out what went wrong, but it 
is of course more important to adopt measures 
designed to prevent recurrence. 

Reducing the number of claims is more im-
portant in respect of those categories where high 
costs as well as frequency are issues. Therefore the 
Club identified a number of problem areas at the 
beginning of 2007 where additional efforts were 
relevant.

The areas that were looked into more 
closely were: 

Collisions and Contacts. `   
That lead up to our Collision and Contact 
Damage Study. 
Reefer Container Damage, `  which resulted 
in a report.
Personal Injuries - Falling Objects. `   
Report to be finalised.  
Main Engine Damage - Defective Rubber  `
Membranes. 

A Member Alert has been sent out to our 
members in October. 
Cargo Damage - Contamination.  `  
A report is to be concluded. 
Cargo Damage - Cargo Securing,  ` which 
resulted in a report and a new manual.  

If you are interested in the above material, please 
contact us at: swedish.club@swedishclub.com

In addition to the above projects, we have con-
tinued to optimise our loss code statistics enabling 
us to initiate additional relevant projects. We are 
also pleased to advise that the Club’s Main Engine 
Damage Study has been updated. It has proven 
that this product is very useful when addressing 
various issues concerning main engine damage. 

For the year 2008 we will continue to  
focus on two major areas in our Loss  
Prevention activities:

Navigational Errors `  
It is more than obvious that our main 
challenge for the years to come is to 
manage the increased frequency of large 
claims. Very often the underlying cause is 
Navigational Error, and to that end it is a 
“no brainer” for us to continue our work 
already started in this respect. We will pro-
duce enhanced analyses as well as suggest-
ing preventive actions to be implemented.

Main Engine Damage `  
A comprehensive report on this subject 
will be produced during the year. The re-
port will touch upon areas such as: clean-
ing of fuel oil tanks, cylinder lubrication 
and onboard fuel oil treatment.



 

New Flame – Collision with Torm Gertrud at Gibraltar - 12th August

Covered for:   
P ` &I 

H ` &M 

Featuring:
 RDC 4/4ths (P ` &I)
Anti Pollution Measures (SCOPIC) `
Cargo `
Crew Matters `
Wreck Removal `
CTL  `
Crew Repatriation `

Highlighted Claims 

Having replenished 700 MT bunkers at Gibraltar 
and fully laden with scrap metal for Iskenderun, 
Turkey, the NEW FLAME rapidly took water in 
her nos 1&2 holds and was sinking by her bow 
following the collision with the TORM GERTRUD. 
Given the rate of her sinking, the Master gave the 
order for the ship to be immediately abandoned. 
The ship beached by her bow in 25 meters of wa-
ter in way of nos. 1&2 holds with her aft section 
remaining buoyant.

Subsequently the LOF and Scopic was terminated 
due to the fact that ship’s condition deteriorated, 
and therefore the chances of a successful salvage/
cutting operation were significantly reduced and 
could not be guaranteed. Titan Salvage was con-
tracted under a Wreckhire Contract to remove the 
wreck.

www.swedishclub.com
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Kang Zhong – Collision with Sea Bulker at Cotonou, Benin - August 18th 

Covered for:   
P ` &I

Featuring:
RDC 4/4ths `

While the SEA BULKER (a 1997 built, handymax 
bulker) was discharging alongside the quay, the 
KANG ZHONG struck  her port side, puncturing 
the No.3 double bottom ballast tank and No.3 
cargo hold.

Before the collision, the KANG ZHONG  had 
been manoeuvring in the vicinity with a pilot on 
board. She passed the breakwater inbound at 5.6 
knots and stopped the main engine at 0925 hrs. 
Slow astern was requested, but the main engine 

would not restart; full astern was requested and 
port and starboard anchors were dropped, but to 
no effect.  While the KANG ZHONG was rela-
tively unscathed, the SEA BULKER was delayed at 
Benin, due to the need for temporary repairs, and 
also because the two receivers of the rice in No.3 
hold (over 3,000 MT of which was damaged by 
sea water ingress), arrested the ship,  contributing 
to a very slow discharge.

www.swedishclub.com
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Hanjin Gothenburg – Collision with CHANG TONG at Dalian – 
15th September

Covered for:  
P ` &I 
H ` &M
LoH `

Featuring:
Oil Pollution `
RDC (H ` &M)
Wreck Removal `
Particular Average `
LoH `

The HANJIN GOTHENBURG sailed from Xin-
gang, China en route for Kwangyang, Korea. Late 
evening, the vessel collided with the port side of 
the bulk carrier CHANG TONG in way of hold 
No.4 forward of the accommodation; collision an-
gle about 45 degrees leading forward. The CHANG 
TONG was in ballast. At the time of the collision, 
the HANJIN GOTHENBURG was proceeding at full 

ahead making some 25 knots through the water 
and penetrated the CHANG TONG to her cen-
treline. The two vessels became interlocked.

Salvage operations followed. The two inter-
locked vessels were successfully towed to the 
anchorage area off Yantai. A few days later, with 
a passing typhoon the two vessels separated and 
the CHANG TONG broke into two pieces. 
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Maersk Neuchatel - Grounding off Tema, Ghana - 20th July 

Covered for:   
H ` &M

Featuring:
Particular Average `
Salvage `
General Average `
LoH `

The MAERSK NEUCHATEL grounded when ap-
proaching the port of Tema in Ghana. Two re-
floating attempts failed and it was thereafter 
decided to engage professional salvors. A LOF was 
agreed with Svitzer. Svitzer made another refloat-
ing attempt which failed and mobilized the supply 
vessel SEABULK COOT which arrived at Tema 8th 

August. The salvors discharged containers from 
the MAERSK NEUCHATEL, using her own cranes, 
to an anchor handler with a DP system, and then 
on to the SEABULK COOT for shuttling the cargo 
to the port of Tema. The refloating was concluded 
at spring tide on 31st August.
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Yun Tong Hai - Grounding while departing Maracaibo – 28th February   
     
Covered for:  

H ` &M

Featuring:
Particular Average `
Refloating/Salvage `
Recourse Action `
LoH `

The YUN TONG HAI went aground on February 
28th in the estuary channel whilst departing Ma-
racaibo, Venezuela. The vessel had loaded a full 
cargo of 53,212 MT coal. The ship was eventually 
successfully re-floated in the early morning hours 
of March 8th. 

The vessel departed Venezuela with part cargo 
on March 12th. A claim against the time charter-
ers will be pursued on the basis that the port was 
unsafe.
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Nicolas Delmas - Main engine breakdown, towage – 14th June 

Covered for:   
H ` &M

Featuring:
Particular Average `
LoH `  

The NICOLAS DELMAS suffered a main engine 
bearing failure at the south of Ushant (off Brest). 
The initial investigation revealed severe problems 
with several bearings and consequently no fur-
ther operation of the main engine was possible. 
The vessel was towed to Brest. A thorough inves-
tigation by the engine manufacturer commenced 

shortly after the arrival at Brest. The investigations 
revealed major damage to all bearings and journals 
of the main engine. The cause of damage was con-
taminated lubricating oil as a consequence of water 
on the tanktop entering the main engine sump tank 
through defective rubber membranes connecting 
the crank case with the sump tank. .
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Head Office
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Visiting address: Gullbergs Strandgata 6, 411 04 Göteborg
Postal address: P.O Box 171 SE-401 22 Göteborg, Sweden
Tel: +46 31 638 400, Fax: +46 31 156 711
E-mail: swedish.club@swedishclub.com  ...
Greece
5th Floor, Akti Miaouli 87,  
185 38 Piraeus, Greece
Tel: +30 211 120 8400, Fax: +30 210 452 5957
E-mail: mail.piraeus@swedishclub.com

Hong Kong
Suite 6306, Central Plaza, 18 Harbour Road,  
Wanchai, Hong Kong
Tel: +852 2598 6238, Fax: +852 2845 9203
E-mail: mail.hongkong@swedishclub.com

Japan
Suzuyo Hamamatsucho Building 5f, 2-1-16 Kaigan, Minato-Ku, 
Tokyo 105-0022, Japan
Tel: +81 3 5442 5466, Fax: +81 3 5442 5922
E-mail: mail.tokyo@swedishclub.com
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