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Insurance

Addressing Hidden Exposures that
Can Sink a Business

Marine Repair and Marine Equipment Installers

By Charlie Pugliese, Chief Underwriting Officer, Ocean Marine

y operating on both land and water, marine repairers and

equipment installers tackle a variety of tasks from general

maintenance and repair, to upgrading and installing state-

of-the-art systems and equipment. Along with these tasks
comes a wide array of maritime risk exposures, both large and small,
which the business owner needs to adequately address.

The tasks of a marine repair technician are challenging enough on
their own, but try to do this work on a vessel at sea or in a shipyard, and
the technician will find that the hazard level rises dramatically — from
making sure that all facets of the systems work together as they should,
to the increased fire risk hot work and welding presents to the safety of
the vessel. As a result, only professional installers with an experienced
maritime background should be considered for such work. Vessel own-
ers and shipyards should be sure to contract only with ship repairers
and installers who have comprehensive insurance that will not only
protect that business, but also provide coverage for the vessel or ship-

yard if the installer is found responsible for any damage. This would
be done by ensuring the repairer or installer has proper and adequate
insurance along with written contractual risk transfer. The exposure for
vessels in their care, custody, and control, along with any other poten-
tial third-party property damage must be addressed.

While most maritime repairers and installers recognize and address
these exposures, good coverage is not always easy to find for potential
high hazard businesses like these. Some insurers shy away from under-
writing these businesses due to the potential high-risk nature of their
work. Others may be willing to insure these maritime service compa-
nies, but may not have the marine expertise to understand, address, and
provide coverage for some of the “hidden” exposures of the business.
By understanding how underwriters assess risk, and by implementing
proper risk control measures, marine businesses will have more op-
tions when it comes to choosing an insurer that has the expertise to
uncover the hidden exposures threatening their business.




The Underwriting Process

An insurer with extensive ocean marine experience will closely ex-
amine risk exposures facing the business and place particular emphasis
on five key criteria:

1. Work Performed

Some companies may choose not to insure repair businesses that un-
dertake welding jobs because the “hot” work carries too much fire risk,
or the technical repairs and installation of critical systems on a ves-
sel may present a great amount of third party property damage expo-
sure. When assessing the work performed, underwriters will examine
a number of factors, including operational procedures, potential for
third party damages, how they document their work, and what safety
programs they employ.

2. Location

On shore, marine repairers and installers may have to be concerned
not only with the vessel on which they are operating, but also with any
surrounding property that could present third party liability exposures.
In water, underwriters will look at where on the vessel the work is be-
ing performed - whether it is a control room, high atop the vessel, or
underwater beneath the vessel - and assess the risk there along with the
potential risk of damaging any adjacent vessels or property.

3. Experience

Experience should always be a critical factor in hiring someone for
any job, and the same holds true when it comes to insuring marine
repair and installation businesses. Underwriters will consider whether
the technicians are skilled and knowledgeable and what level of experi-
ence they have on similar projects. While proper training is key for a
good ship repairer, often the time spent on the job can build his or her
level of expertise and reduce his likelihood of an accident. The experi-
ence will be verified by underwriters reviewing past insurance loss his-
tory. While having losses may not paint a total adverse picture to the
underwriter due to the fortuitous circumstances in any business, the
details of the losses will be a good barometer in determining a comfort
level of experience. Considerable experience in more hazardous ma-
rine repair work like welding or heavy engine or system repair may lead
an underwriter to consider writing a policy for a high-risk business
that otherwise may have been declined.

4. Contractual Issues

When working on someone els€’s vessel, a contract must be involved.
Underwriters will look at not only whether a contract is in place to
manage third party exposures, but how and to whom the repair busi-
ness executes that contract, how they communicate that contract to all
parties involved, and how they incorporate changes to each project into
the contract. Evidence of proper contractual risk transfer will be closely
evaluated. Determining insurance requirements and proper contrac-
tual risk transfer should be addressed prior to signing any contract and
performing any work. Once a contract is signed, it may be difficult to
change. The person signing on behalf of the repairer or installer should
be competent to thoroughly review the contract and make the decision
to sign it. Finally, insurers will look to cover contractual obligations
that pertain only to the operations of their Insured.

5. Product Liability Exposures
The installation of a piece of equipment a ship repairer or installer did
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not manufacture carries its own set of risks. There is a large potential for
vicarious liability on behalf of the repairer or installer even though they
did not manufacture the product. If a ship repairer were to install a new
radar device — manufactured elsewhere — on a vessel, and that device
shorts out and causes damage to the vessel, the installer could be held
liable. They are involved in the process that potentially caused the loss.
An experienced marine underwriter will examine this risk exposure,
verify the ship repairer has the proper controls in place, and determine
what, if any, liability they are exposed to on behalf of the manufacturer.
Repairers and installers should review and address any of this potential
liability before arranging an agreement with any manufacturer.

Risk Control Measures to Shore up a
Ship Repairer’s Business

Marine underwriters understand the nature of risk within the ship
repair business. The ship repairer that demonstrates higher quality op-
erations combined with sound risk control practices and procedures
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Insurance

can differentiate themselves from other similar ship repairers. A few
key areas that can help manage ship repairer exposures, are the follow-
ing:

Risk Transfer. Several key risk transfer tools include: Certificates of
Insurance, Hold Harmless Agreements and Vendor’s Coverage by en-
dorsement. Ship repairers vary greatly with respect how much they
rely upon third parties, therefore, it is important for each business to
carefully review and understand the extent of exposure created by ev-
ery third party relationship and create effective means to control these.
Your risk management team, insurance broker and legal counsel fa-
miliar with contracts and product liability law, should be part of the
review team to identify exposure as well as developing appropriate con-
trol techniques for the business.

Fire Protection. Fire can be a significant exposure for the ship repairer.
If proper controls are not in place, fire losses can be the most destruc-
tive exposure faced by ship repairers; not only endangering lives and
destroying property, but also negatively impacting the repairer’s repu-
tation. Having proper fire control equipment available, adequate au-
tomated suppression systems, when possible, combined with effective
and regular training in fire safety can help to reduce the likelihood and
severity of loss from fire.

Product/Vessel Modifications. In ship repair operations adding or
modifying large pieces of equipment or changing the vessel’s structures
can be a routine occurrence. Modifications to vessel equipment, or
making structural changes that deviate from its original design that
result in bodily injury or property damage could create significant li-
ability for the repairer. It is important that repairers carefully review
manufacturers’ specifications and research any special requirements
that may pertain to marine installations. Additionally, if structural
changes are part of any repair work, appropriate consultation with
qualified marine engineers and/or naval architects may also be help-
ful. The job specifications and details of all work performed, possibly
including photos, should be documented.

Finding the Right Insurer

When looking for a marine insurer, the insurance agent should un-
derstand the ocean marine needs of their client, review and address
their exposures thoroughly, and work with carriers who have extensive
experience in developing proper coverage and risk management solu-
tions for ocean marine policyholders. It is key to find an insurer with
expertise in managing third party risk exposure, coordinating both
marine and on-shore coverage, and using risk control and claim teams
that specialize in ocean marine. Finding the right insurer can mean
added protection - and less risk — for ship repairers, enabling them to
focus on their business and their customers’ needs.
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