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Mr. Chairman, Ladies and Gentlemen,

first of all, let me express my thanks to the Organisers of this conference for the invitation to join you here in Dublin and the honour and pleasure to participate.

I am thanking you for the possibility to present to you some background information of the German Hull & Machinery Market in general, the claims handling procedure, and the role of the VHT (Verein Hanseatischer Transportversicherer e.V.) in this market in particular.

Similar to many other European coastal countries Germany has developed its own system of marine insurance which has its roots way back in the middle age when the ships of the HANSE were ploughing the waters of Northern Europe. Transporting valuable goods and raw materials was an early requirement of the societies which promised good returns to the merchants although however in those days ships were much more exposed to the mercy of wind and waves. Realising the risks involved in such a venture, systems were developed which made risks accountable and distributed the financial burden of losses on the shoulders of many in case a promising venture ended unexpectedly in a disaster.

In the course of the years, these systems were refined by experience and the early practise to finance shipping ventures through loans which had to be repaid in full plus a heavy share of interest, upon the successful completion of a voyage only, were converted into a system whereby a merchant granted financial cover for certain, described risks against a "premium" which had to be paid in advance – Marine Insurance eventually had emerged. Documents, which are proof of such a development can be traced back in Germany to the middle of the 17th century.

Since those days intricate policy wordings, covering marine risks, have been created by the different national insurance markets and today in Germany marine risks are covered on the basis of the terms of ADS of 1919 (Allgemeine Deutsche Seeversicherungsbedingungen or German General Rules of Marine Insurance) and specifically for H & M the DTV Kasko-klauseln of 1978 (German Marine Insurance Hull clauses) have been developed.

Today, the capacity for marine risks is provided by a number of financially strong, mainly composite insurance companies. In the North German port towns, where the marine insurance know-how is concentrated, also underwriting agents, so-called "Assekuradeure" play a certain role in underwriting business.

Originally founded in the mid 19th century as privately owned insurance companies, backed by the risk capital of private individuals, "Assekuradeure" are underwriting nowadays on behalf of various German or international companies. Legally, this is based on a special Power of Attorney which enables the agent to write business and settle claims on behalf of the companies. Underwriting agents also act as legal representatives towards the "German Insurance Supervisory Agency" for international and EEC companies. This early model of outsourcing proves insofar successful, as the special know-how of the agents in the marine business is used by a number of companies. 

Though the concentration process (common to insurance companies) also resulted in fewer numbers of companies, there is still significant business, specifically ocean hull, handled by the agencies. 

One has further to differentiate between those companies who are prepared to act as the leading underwriter of a policy and those companies who are satisfied with smaller shares and thus are acting as participating underwriters only.

To give you an idea of the size of the hull & machinery market we are dealing with on behalf of underwriters concerned, please see the following numbers as per  June 30th,  2004:

Total number of insured objects:





1.913

Thereof number of insured objects (deep sea going)


1.348

Thereof number of insured objects (inland navigation vessels)
 
   359

Total GT







   10.206.173

As per the same date we had a total of 294 reported incidents for the running year– partly paid and unpaid as yet.

The importance of marine insurance in Germany is, compared with motor, life, or other personal lines classes of business, relatively low. But due to the financial strength of the local direct and re-insurance companies, capacity is, at least for the needs of German assureds, sufficient.

It is indeed pretty difficult to give precise figures on the capacity of the market, but experience has shown that container and passenger vessels of up to US $ 80 – 100 million and building risks of up to US $ 300 million can be covered in the German market. 

The premium level, at least on the hull side, was generally slightly (and sometimes noticeably) higher than on other larger markets like London or Scandinavia. Due to that fact, certain German clients and ship-owners either insured large shares or their total exposure mainly in London. With the hardening of the international markets, a lot of this business however has returned  to Germany.

Besides that, an increasing number of non-German owners start to insure in Germany, as underwriters are becoming more and more receptive to this business. The German market might not have been very attractive in the soft market (at least price-wise), but it shows over the year a greater continuity and less volatility in the premium level than sometimes much cheaper markets do.

As one can see from the figures mentioned so far, the German market in respect of volume and capacity can be graded as a midsize market and is not directly comparable for example with the London market. However, German marine insurer are regarded as reliable business partners who live up to the expectations of their customers. This in my mind is proven by the fact that albeit we as well as other markets see some customers shopping their insurance cover on low level premium-rates in the international market, we still have a number of potential ship-owners who prefer to have their vessels insured in the national market, although traditionally the premium level was and still is higher when compared with the international market.

As any other commercial undertaking insurance has its upsides, namely the reaping of a sound profit, but it has its downsides as well. That is when a venture fails and a claim against the policy is presented.

It is now that the insurer and the insured are in need of a special service. They are in need of specialised people who are able to judge the circumstances of a claim. At a very early stage in history the German market decided to have their own organisation who exactly served their needs in this respect, i.e. providing highly specialised service around marine insurance in general and claims surveying, handling and adjusting in particular.

In Hamburg the "VEREIN HAMBURGER ASSECURADEURE" (VHA) was founded in 1797 and in Bremen the "VEREIN BREMER SEEVERSICHERER e.V. (VBS) was founded in 1818. The primary task for both associations was, as mentioned above, providing highly specialised service around marine insurance in general and claims surveying and handling and adjustment in particular.

Although the structure of the associations membership in Hamburg and Bremen was slightly different, i.e. in Hamburg personnel membership of owners or directors of marine  insurance companies located in Hamburg and owners or managers of “Assekuradeur” firms holding proxies from marine insurance companies (national or international) not located in Hamburg - and in Bremen direct membership of national and international marine insurance companies whether located in Bremen or not. Similar to the procedure in Hamburg those companies being members but not located in Bremen, were represented by “Assekuradeur” firms who held respective proxies of those companies. 

The policy of personnel membership in Hamburg had its roots in history when marine insurance was a wholly privately owned business conducted by private persons who signed policies in their own name and own risk.

Through all disturbances in history the associations were able to maintain a strong membership and consequently have been able to maintain their expertise in the fields of marine insurance, marine technology, naval architecture , seamanship and navigation on a high level of competence and employed it to the mutual benefit of the parties concerned.

Both associations maintained their own office, one located in Hamburg and the other one in Bremen, the historic places where marine insurance is available and handled through a group of specialist firms. Besides the administrative staff both associations employed their own staff surveyors who are by experience recruited from seafaring and shipyard personnel, i.e. master mariners, chief engineers and naval architects. These experts are available on a 24 hour basis and are able to perform all tasks as required by the insurers, essentially this is the surveying and evaluation of all types of damages an insured vessel might suffer. If necessary these experts will travel to the ships at any location of the globe whatever the task may be, be it machinery damage, collision damage or salvage work.

Whether, however, the management together with the leading insurers decides to activate an own staff surveyor or to employ a local agent depends on the merits of each particular case. As all of you will know, similar to Lloyd's the German market maintains a global network of qualified average agents who can be approached for assistance if it becomes necessary. 

In addition to the staff surveyors both associations employed a number of claims-handler and adjuster. As with the experts, most of them are qualified master mariners who are, because of their professional background, ideally suited to communicate with ship-owners and crews. Additional training and experience enabled them to co-ordinated all measures necessary to handle a claim professionally and because of in-depth knowledge of policy terms and their respective interpretation they are qualified and accepted claims adjuster for the industry.

Although claims settling in general is a task reserved to the insurers, especially in Bremen a different method was adopted. In contradiction to the Hamburg market rules, where claims are eventually settled between the insured, the broker and the insurer, although based on the reporting and preparatory work of the association, in Bremen claims are handled from A to Z by the team of the association's employees, in short the service included surveying, reporting and adjusting. No doubt that the leading underwriter and the broker at all times remains fully informed about the development of a claim and it goes without saying that claims where cover under the terms of the policy seems to be doubtful, will be discussed in depth prior to any decision-making. 

The approach of the German market to claims settling has always been and still is a very pragmatic one, be it a dispute with the insured over a p.a. claim or be it collision or salvage cases. Experience tells that in most of the cases acceptable solutions have been found in direct talks and negotiations. However this is not to say that German and international law-firms are bound to go out of business, despite good will and commercial solutions there is still enough room for lawyers to make their living.

As a by-product of claims handling all data concerning ships insured and claims figures whether reserved or actually paid, are accumulated in the electronic data systems of the associations and thus it is only natural that all statistical needs of the insurers can be satisfied, be it statistics for fleet renewals or statistics on type and/or amount of claims, be it statistics in- or exclusive of deductibles, be it statistics for a calendar year or a reporting year, one just has to ask for it and it will be made available to insurers on short notice.

The marine insurance market, as any other active market, is dependent on and influenced by the development of many factors such as history, supply, demand, changes in technology, changes in national and international markets and the strong market forces initiated by competition. Survival in such a volatile environment demands from all players in the market a high level of attention, flexibility and resolve. Marine insurance was and still is experiencing an ever faster development of marine technology. Ships are growing in size, horsepower requirements are reaching levels of which our ancestors did not even dare to dream of and automation is not only developing linear but as it seems by the power of two or even higher. In the Hull & Machinery market this has led to potentially higher risks for insurers which require financial security of a different magnitude as the market was used to in the past.

We saw some insurance companies leaving this market sector and we saw others joining forces through mergers in order to meet the market demands and to provide the necessary capacity. Because of highly sophisticated navigational equipment and automation and a changing safety culture on board ships marine claims seem to happen in smaller numbers today but the experience is, that claims, if they happen, tend to be huge, costly and complicated. 

Realising such a development and foreseeing a changing environment for marine insurance the board of directors of both associations thought about measures which would enable the traditional associations, i.e. VHA and VBS to upkeep the quality services and meet the new demands of the market at the same time.

As you all might know, Hamburg and Bremen are both independent hanseatic cities and states of the Federal Republic of Germany and as such there was a tendency to work together where necessary but at the same time to keep a distance in order not to interfere into the other association's field of activity. Boundaries of such a nature, which are fed by prejudice, are difficult to overcome. So it is no surprise that it took time, open minds, market pressure and pragmatic people who eventually decided to merge VEREIN HAMBURGER ASSCURADEURE (VHA) with VEREIN BREMER SEEVERSICHERER e.V. (VBS) and to found a new, joint association the 

VEREIN HANSEATISCHER TRANS-PORTVERSICHERER e.V. (VHT),

in English: “Association of Hanseatic Marine Underwriters”.

As you will have noted the names of the cities, Hamburg and Bremen, have been abandoned, and their common hanseatic roots have been given priority in the name of the new association.

In November 2000 negotiations with all the authorities concerned came to an successful end and the new association was registered in the city of Hamburg and the city of Bremen. The unconventional double registry has to be regarded as a tribute to the 200 years of successful existence of each association in its own market-place. On the date of registration the consolidated membership of the new association consisted of 120 corporate and personal members. By now the new association is operating for nearly 4 years and I am glad to state that is has received full support and acceptance of insurers and shipowners alike. The new concept of combining the existing nautical, technical and administrative know-how and expertise has proven to be successful. Both offices, the one in Hamburg as well as the one in Bremen were maintained under one combined management, now approach the market with even greater strength and more flexibility and thus are able to respond to the market need even more comprehensively. Joining forces plus sensible and meaningful rationalisation in selected areas has put the new association into a new position and on a sound commercial basis which will safeguard a continuing quality service for the years to come. 

As said earlier, the core business of the VHT is handling and adjusting hull & machinery claims for and on behalf of the insurers concerned. In the process of doing so we get involved in marine accidents at a very early stage. Since we are providing a 24 hour, 7 days a week and 365 days a year service to our customers we are always at the ready when a call for help arrives. Here is no hard rule as to who will contact us first, this very much depends of the particular circumstances of a claim. During normal office hours we are mostly contacted through the responsible broker, after office hours ship-owners and their staff very often decide to use a shortcut and contact us directly. Once we are involved our internal organisation takes over. The measures to be then taken depend very much on the nature of the claim and the geographic locality where it happened. The leading insurer will certainly be informed with no delay. Subject to the foreseeable magnitude of the claim this will be done as well after office hours. Should for whatever reasons this not be possible, we have the benefit of being trusted to a wide extent and any ad hoc measure which will be sparked off by us will be backed by the insurers afterwards. This however is not the rule but the exception, close and detailed information of all parties concerned is a basic requirement followed by us. 

As explained earlier VHT employs its own staff surveyors which cover the most essential marine professions, i.e. master mariners, ship engineers and naval architects. Again subject to the foreseeable magnitude of the claim and the geographic locality where it happened we, that is the management of the VHT despatch either our own surveyors or employ local ones through our worldwide net of average agents. Certainly the leading insurer is consulted, especially when it comes to international cost extensive assignments. The selection process certainly pays attention to locality, special expertise required and last but not least the costs. Subject to the circumstances and other implications we might as well opt for a combined set of surveyors in the early phase of  a claim, i.e. local and staff surveyor in the beginning and local only later on when for example extensive repairs have to be monitored at a foreign shipyard. As far as instructions to surveyors are concerned, these will be given by the VHT management when required and may vary subject to the type of claim.  Generally foreign surveyors are guided by the appointed local average agent who in turn is guided by detailed instructions handed out to him in the course of his appointment.

If the assistance of a lawyer is required he will be appointed for and on behalf of owners and underwriters and necessary instructions will be formulated by VHT management, however after close consultation with the respective parties concerned. Should the owner elect to appoint his own lawyer and the leading insurer does not ratify the appointment, he certainly is free to do so, respective costs however may end up on his own account.

Generally lawyers are selected based on the actual requirements of a case, certainly does locality, speciality, expertise and cost play a decisive role in the process, although I will not rule out that personal experience with certain personalities in the market come into play as well. Therefore it is possible that each party to the claim handling has its own preferences and consensus has to be reached. For us in VHT it is of importance not to loose control over a claim and to be and remain an integral part of all procedures which will allow us to provide a best possible service to the owner and the underwriters.

No doubt, cost consciousness does always play an important role in the claim handling process, and thus average agents, external surveyors, lawyers are closely monitored and if need arises we will certainly intervene.

Once the first preliminary survey report on a claim is at hand the VHT will make a first estimate in respect to the necessary claim reserve. This estimate is made on the basis of its best ability and knowledge and includes considerations on costs and fees. In the course of the development of the claim this first estimate is subject to adjustment if new and better information becomes available. 

Now - Loss adjustment, who is taking care of this final step of a claim in the German H+M market ?

Well, there do exist slight differences in handling this topic between the Bremen and the Hamburg market place. You will probably ask why is that so ? The answer somehow lies in history and tradition. Bremen for example always was and still is a ASSEKURADEUR (Insurance Agent) dominated market, whereas Hamburg was and is a company dominated market. The Insurance Agents located in Bremen have already a long time ago invented a sort of rationalizing called nowadays “outsourcing”. Jointly with the companies they are representing, they decided to pool the necessary qualification inside the association (nowadays VHT) and leave the complete task, i.e. surveying, reporting, handling and adjusting, to them. It has however to be mentioned that especially the adjusting part is performed in close cooperation with the Insurance Agents, who actually play the role of an leading underwriter or with the leading underwriter directly. Once an adjustment is complete and accepted the broker will collect the individual shares from all participating underwriters and pay the claim to the owner.

In Hamburg however the “outsourcing” does not reach that far. The main task of the VHT in Hamburg is surveying, reporting and handling of the claims. All claim related costs are scrutinized in detail and are eventually certified. The cost-wise certified claim then is passed on to the leading insurer and the broker who then actually settle the claim (or not) with the owners. If there are calls for payments on account, these will be dealt with by VHT and respective recommendations will then be given to the insurance agent or leading underwriter as the case may be. All told this might look like a unique way of handling claims compared with procedures in other markets as far as I am aware of, but experience tells- it works to the satisfaction of the market.

Another question asked was: What liaison  (if any) is there between the leading insurer and the P&I Club ?

Generally speaking the answer is “No, there is no liaison in the course of handling H+M claims.” You might know that the German H+M Policy covers 4/4th RDC  and a P&I Club will not be involved, for example in collision cases. We do however come across each other in indemnity and salvage cases.

The brokers role in the claims handling process can be described as an adviser to his customer, he will be kept fully informed on the development of a claim and if need be, he will act as an intermediate between his customer, the VHT and the leading underwriter and eventually he will be collecting the approved claim from all of the participating underwriters and make arrangements for payment to the ship-owner.

Part of the German H+M policy is that the insurers will have to issue guarantees in collision and salvage cases to prevent the customers vessel to be delayed by arrest procedures. In most of the cases a LoU of the leading underwriter serves the purpose, in rare cases even bank guarantees have to be arranged. All the necessary preparatory work is part of the VHT service.

The type and scope of service provided to the market is governed by the policy conditions, market rules and the associations statues. The idea and the aim of the system is to have claims handling centralised to an extent that necessary major tasks are not duplicated but that all parties involved will stay informed on the current status of a claim, and last but not least that costs will stay under control.

For the sake of completeness I will give you a short description of the major line of services provided by the VHT, as there is:

· Risk analysis and loss prevention as required,

· Giving advise to insurer and owners regarding steps and preventive measures to be taken in case of damages,

· Damage surveys to all types of vessels and machinery, construction parts, piers and other harbour constructional fittings,

· When required by the circumstances of the case: Immediate dispatch of VHT-experts to the site of the accident,

· Preparation of independent valuation –certificates, survey and/or expert reports and tenders,

· Negotiations with shipyards, workshops, manufacturers of machinery and other interested parties,

· Supervising repairs and respective costs,

· Certification of repair costs 

· Issuance of a claim adjustment

· Nautical and technical preparation  and approval of all types of ocean going tows,

· Early advise and supervision for special transports,

· Assistance in marine emergencies and salvage cases and negotiations with salvage and towing companies,

· Recoveries on behalf of clients.

Since the statues of the VHT restrict our services to our membership only and we have found that our services are deemed valuable to a variety of other interests, however not being members of the association, we have founded a separate company, namely the VHT Service GmbH. This new company, being a legally separate entity, is fully capable of providing marine services as may be required by any third party. This separate company is operated by the same management and staff and hopefully will prove to be helpful in soft times of our ever cyclical market.

Ladies and gentlemen I hope I have been able to give you , if only a brief, but a better understanding and deeper insight into the German marine insurance market in general and the role of the VHT in this market in particular.

I thank you very much for your kind attention.

Capt. P. Zahalka

General Manager

Verein Hanseatischer Transportversicherer e.V.

Hamburg - Bremen

20. September 2004
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