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A comprehensive coordinated solution

The Nordic Marine Insurance Plan (hereinafter “the Plan”) is not just a set of 
hull conditions. It deals with all standard non-P&I marine and offshore insurances. 
It includes standard rules of the kind often regulated by statute law. It creates a 
coordinated and comprehensive marine insurance regime avoiding gaps in cover or 
unnecessary overlapping. These features and the Plan’s common sense approach to 
administering the contractual relationship are of great benefi t to shipowners, brokers 
and vessel mortgagees.

The result is quite simply a more practical and effi cient system. 

The best standard cover for international shipowners

The Plan starts in the right place. Everything is covered unless specifi cally 
excluded. But the main advantages are found in many practical details. Due to its 
well thought out structure and its assured friendly content, the Plan has become the 
international benchmark for non-P&I insurance conditions. The Plan is used by 
shipowners throughout the Nordic countries and increasingly by those in all other 
major shipowning nations.

The Plan cover is focused on the practical needs of the assured starting with the all 
risks principle. 

Balance through shipowner representation

The Plan is an agreed document drafted by a Committee with strong Nordic 
shipowner participation. Great care has been taken to protect the legitimate 
expectations of assureds that they will not unexpectedly fi nd themselves without 
cover. This also protects the position of brokers and fosters dialogue, rather than 
confrontation, between all the parties. 

The Plan is recognised by all parties as a fair and balanced system for protecting 
shipowners’ interests.

5 REASONS WHY THE CEFOR MARKET 
BELIEVES SO STRONGLY IN THE PLAN
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Clarity and certainty

The Plan is based on the Norwegian Plan from 1996, Version 2010, and 
supported by the Commentary, which clarifi es many issues of interpretation and 
practice. This is an important reason why there have been few disputes concerning the 
interpretation of the Plan text. Most disputes that have arisen have been resolved with 
the help of an offi cial average adjuster or independent legal experts. The Plan is kept 
up to date by a Standing Revision Committee in which Cefor and the Nordic 
shipowners’ associations are represented.

The principles of the Plan are tried and tested solutions which gives greater 
certainty to its users than any other standard system used in the international market.

Claims

The Plan contains provisions about claims designed to support the well 
known Nordic claims handling model. This model is the leading alternative for those 
shipowners who want the active support and cooperation of their insurer in dealing 
with claims.

 The Plan provides a framework for the delivery of a world class claims service.

THIS BROCHURE gives an overview of the Plan structure and the common 
rules. It deals with the cover provided by the various shipowner insurances and it 
describes in greater detail how the claims system of the Plan works. This brochure 
aims to give you enough information to enable you to make a sound choice between 
the various options available to you. 

Judge for yourself!
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 The all risks principle is at the heart of the Plan
The Plan’s hull conditions against marine perils cover all risks 
subject to a few specifi c exceptions. This means that it is the 
insurer who has the burden of proving that an exception applies. 
War insurance and other owners’ products dealt with by the 
Plan are coordinated with the hull conditions (as explained in 
Sections 2 and 4), so that the all risks principle controls the 
working of the entire system.

No warranties
The warranty system has never been a feature of the Plan (nor 
part of Nordic insurance practice). There are only a very limited 
number of cases where cover terminates automatically because 
of an alteration of the risk. 
Section 2

Duties of the assured – no unreasonable pitfalls 
for the assured
An innocent breach of any of the assured’s duties will never 
lead to automatic termination of cover. In some cases, it may give 
the insurer a right to cancel by giving 14 days’ notice. In those 
cases where negligence or gross negligence on the part of the 
assured is relevant, causation between breach and loss is always 
required. 
Section 2

Sums insured
There are separate sums insured for physical loss or damage, 
general average, salvage, sue and labour, and collision liabilities. 
A number of ancillary costs are payable in addition to the sum 
insured. 
Section 2

Mortgagees are automatically co-insured
Mortgagees are automatically co-insured in accordance with the 
terms of Chapter 7. This provides a safety net in the event of 
mishaps in documentation, and can simplify the practical 
administration of the cover. 
Section 2

Constructive total loss and salvage
The rules relating to constructive total loss and salvage facilitate 
co-operation between the parties in a casualty situation. At the 
same time each party is able to make rational decisions to protect 
their interests. The issue of whether the vessel is a constructive 
total loss is determined after salvage, because the insurer is liable 
for salvage in excess of the sum insured for physical loss or damage 
in any event. 
Section 3

General average, salvage, and sue and labour 
payable in full under the hull policy
This avoids the need to also cover excess liabilities under an 
insurance against total loss only. 
Section 3 

No deductible applied to claims for general average, 
salvage, and sue and labour
Section 3 includes an account of how the various types of 
deductible are applied.

Freight at the risk of the owner
Any contribution to general average by an assured shipowner, by 
reason of also being the owner of freight, is covered under the hull 
policy. 
Section 3

Interest is payable on claims
Section 6

Recoveries made from third parties
Recoveries made from third parties are shared between the insurer 
and the assured in proportion to the losses that each has borne. 
In practice, this means that the deductible carried by the assured is 
credited with an appropriate proportion of any recovery. 
Section 6

The cross liability principle is applied in all cases
Unlike other systems, the cross liability principle is applied even 
when one vessel involved in a collision can limit liability. 
Section 3

Payment on account
Insurers are generally obliged to make a payment on account - also 
in cases where there is disagreement as to which of two insurers is 
liable for a loss. 
Section 6

Loss of Hire insurance (LOH)
Loss of time is calculated in days, hours and minutes and not just 
in complete periods of 24 hours.

Slow steaming and partial operation are converted into a 
corresponding period of full loss of time.

There is co-ordination between LOH and hull conditions in 
respect of choice of repair yard so that the assured does not have 
to choose a partial recovery under one policy in order to achieve 
full recovery under the other.

There are clear rules concerning simultaneous repairs.
Section 4

THE MAIN BENEFITS OF THE PLAN
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Professor LL.D. Trine-Lise Wilhelmsen of the Scandinavian Institute of Maritime Law chairs the Standing 
Revision Committee responsible for drafting the Plan.

Our drafting tradition is to form main rules that are as precise as possible, avoiding the use of a multitude of specifi c 
detailed provisions. Brevity and clarity are the most highly prized virtues, even though we may not always achieve them. 
This approach requires that we can build on a well developed theoretical foundation, and we are fortunate in the Nordic 
countries in that we can build on the work done at the University of Oslo from before 1930 and by The Scandinavian 
Institute of Maritime Law since 1963. This long academic tradition has been an essential complement to the practical 
knowledge brought to the Revision Committee by representatives for shipowners, insurers, adjusters and brokers. 

Nothing is more practical than a sound theory.
 
Trine-Lise Wilhelmsen’s ambition is to ensure that the Plan continues at all times to be a balanced and fair insurance 
contract, easy to understand, meeting the needs of the modern shipping community, and to maintain the excellent spirit 
of cooperation between all the stakeholders.

This ambition will ensure that the Plan remains a market leader in adaptability while underlining the importance of 
certainty in a changing world.

INDEPENDENT LEADERSHIP OF THE STANDING 
REVISION COMMITTEE

The Nordic Marine Insurance Plan of 2013 (Based on the Norwegian Marine Insurance Plan of 1996, Version 2010) was 
approved as of 1 October 2012 by all fi ve signatory parties to the Nordic Plan Agreement. 

The signatory parties are:

Cefor – The Nordic Association of Marine Insurers
The Danish Shipowners’ Association
The Finnish Shipowners’ Association
The Norwegian Shipowners’ Association
The Swedish Shipowners’ Association

The language of the Plan and Commentary is English, with translations of the Plan text available in four Nordic languages.

The amendments showing changes from the Norwegian Marine Insurance Plan of 1996, Version 2010 and its 
Commentary are marked in both the printed and web versions of the Plan. The Preface to the 2013 Plan contains a list of 
all the changes made compared to the 2010 Version of the Norwegian Plan: http://www.nordicplan.org/The-Plan/Preface. 
Members of the Standing Revision Committee are also listed here.

The Plan is a set of standard policy conditions and is not therefore mandatory in any way. The Plan is recommended 
as a sound and balanced solution, but it is up to the parties in each case to decide through negotiation the exact terms of 
their specifi c agreement. 

THE NORDIC PLAN 2013
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A long history of cooperation between 
shipowners and insurers
The fi rst Norwegian Marine Insurance Plan was 
issued by Det Norske Veritas in 1871 together with 
a Commentary. The Plan and Commentary have since 
then been renewed several times in order to adapt to 
changing market conditions and developments in 
shipping. 

A long tradition of cooperation exists between ship-
owners and insurers in the respective Nordic countries. 
When market developments sparked discussions on the 
feasibility of a common Nordic Plan, this shared tradition 
formed a sound basis for a process resulting in the 
Nordic Plan of 2013. 

Since 2010, a new formal basis for Nordic cooperation 
has been created in the form of a Plan agreement between 
Cefor on the one hand and the four Nordic shipowners’ 
associations on the other. It defi nes the who, how, what 
and when of the Nordic Plan process. The text of the 
Plan Agreement is available at www.cefor.no/Clauses/
Nordic-Plan-2013/. 

The Plan is unique in being supported by a strong 
institutional framework. 

The Plan process - How the Plan is kept 
up to date
Anyone is welcome to submit comments and suggest 
amendments to the Plan and its Commentary. 
Suggestions may be sent to any of the signatory parties, 
i. e. Cefor or one of the four shipowners’ associations. 

The Plan agreement provides for a three year revision 
cycle. Each round of the revision process starts as soon as 
work on the previous round is completed. Cefor and the 
shipowners’ associations each have their own internal 
working groups who consider the various proposals and 
ideas that have been submitted by their members or by 
outside parties. Consultations and joint meetings are 
held as required, and in some cases joint working groups 
are formed to deal with particular issues. Final proposals 

from each of the parties or from a joint working group 
are then submitted to the Standing Revision Committee 
(SRC). 

Another unique feature of the Plan process towards 2013 
was the involvement of brokers as advisors to the ship-
owners both during their own internal discussions, and 
in the joint working group established for Chapter 18 
(MOUs). Brokers also participated in SRC discussions on 
Chapter 18. 

In addition to representatives from the signatory parties, 
the SRC consists of the Chair and Secretary from 
the Scandinavian Institute of Maritime Law and a 
representative of the Nordic Average Adjusters. Once a 
draft has been agreed by the SRC, it is made available for 
comments before being fi nalised and formally adopted 
as of 1 October of the year prior to its inception.  

The Plan has the full support of Nordic brokers
The Cefor insurance market has the benefi t of a strong 
and varied broking community. Nordic brokers support 
the Plan for four main reasons:
• They believe it provides the best cover.
•  Placing and documentation is easier.
•  The Plan organises the claims process in a transparent 
 and effi cient manner with brokers having a role that is 
 recognised by all parties.
•  Brokers have participated in the process as advisors to 
 the Nordic shipowners.

An international benchmark
Today the Plan is used by major Nordic shipping 
companies. The Plan is also commonly used by 
international owners who insure their vessels in the 
Nordic market, and has become the benchmark against 
which all other standard conditions are measured. The 
Plan’s Loss of Hire conditions are the most widely used 
for this kind of insurance, irrespective of which hull 
conditions apply to the vessel in question.

PROCESS AND STRUCTURE
1



I GENERAL PART II HULL III OTHER SHIPOWNER 
INSURANCES

IV OTHER INSURANCES

1. Introductory provisions 10. General rules relating 
     to the scope of the 
     hull insurance

14. Separate insurances 
     against total loss

17. Special rules for fi shing 
     vessels and small 
     freighters, etc.

2. General rules relating 
   to the scope of the 
   insurance

11. Total loss 15. War risk insurance 18. Insurance of mobile 
     offshore units (MOUs)

3. Duties of the person 
   effecting the insurance 
   and of the assured

12. Damage 16. Loss of hire insurance 19. Builders ‘ risks
     insurance

4. Liability of the insurer 13. Liability of the assured 
     arising from collision 
     or striking

5. Settlement of claims

6. Premium

7. Co-insurance of 
   mortgagees

8. Co-insurance of third 
   parties

9. Relationship between 
   the claims leader and 
   co-insurers

The Plan is divided into 4 parts.

Part I contains common rules for all the insurances dealt with in the Plan.

Parts II - IV deal with insurance covers set out in the table below. 

The general part of the Plan deals with central topics that are common for all insurances – perils insured against, the 
duties of the assured and insurable values and limits for the liability of the insurer. The rest of Part I deals with what 
might be called administrative matters, especially those relating to the claims process. The claims process is dealt with in 
Section 6, while the rest of the rules in Part 1 are dealt with in Section 2 of this brochure.

 The chapters dealing with the specifi c types of insurance defi ne the scope of cover and regulate how the measure of 
indemnity is to be calculated. These are dealt with in Sections 3 to 5 of this brochure.

12
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Consistency is achieved in a number of ways.

Common rules concerning such matters as the duties of the 
assured, identifi cation and the claims process are obviously 
the fi rst essential.

Secondly, there is consistency in relation to certain basic 
principles. With two well-defi ned exceptions, the principle 
of apportionment is applied to all causation issues. It is 
also a principle that the insurer cannot avoid liability by 
pleading that the assured has acted negligently unless the 
negligence relates to a specifi c paragraph in the Plan that 
has been breached.

Thirdly, the Plan regulates a number of claims issues in detail, 
avoiding the need to resort to “practice” or a discussion of 
what is reasonable. This applies to such practical matters 
as apportionment of common expenses in hull insurance 
or of common time in loss of hire (LOH) insurance. The 

solutions adopted for one cover are compatible with those 
adopted in the other and much unnecessary discussion is 
avoided.

Finally, another small example of consistency in the Plan 
is that apart from the standard provisions applicable to war 
insurance, all time limits for cancellation or alteration of the 
insurance by the insurer have been set at 14 days.

Co-ordination between the various types of insurance is 
especially relevant in three areas:
• the scope of cover for each insurance has been carefully 
 drafted to avoid overlapping or unintended gaps,
• the trigger for total loss and LOH is defi ned 
 by reference to the same rules that govern hull insurance,
• the balance between hull and LOH insurance has been 
 specifi cally dealt with so as to protect the position of the 
 assured (see the example in Section 4).

A major goal for the drafting process has always been to bring all the standard non-P&I marine 
insurances into a consistent and coordinated whole. For the 2013 Plan it was also a goal to make it 
compatible with the background law of the Nordic countries.

IN THE PLAN, GOOD THEORY AND GOOD PRACTICE SUPPORT EACH OTHER.

1
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The all risks principle is at the heart of the Plan 
A policy against marine perils is an all risks policy subject 
to specifi c exclusions, cf. Cl. 2-8. This means that once 
a casualty has occurred within the policy period, it is the 
insurer who has the burden of proving that an exclusion 
applies. This is the main difference in principle between 
the Plan and other major international conditions. 

There are only four exclusions in Cl. 2-8. They are for 
losses caused by:
• war perils as defi ned in Cl. 2-9,
• acts of states or supranational authorities except those 
 taken for the purpose of preventing damage,
• insolvency, and
• release of nuclear energy etc. as defi ned in the standard 
 RACE clause.

The important points to notice here are:

Piracy. Piracy is covered as a war risk whilst it is a marine 
risk under other standard clauses used internationally. 
Under the Plan, piracy is a risk which is not restricted to 
international waters. The inclusion of piracy as a war risk 
avoids the need to make the diffi cult distinction between 
e.g. piracy and terrorism or the use of weapons of war. 

War perils. Because a marine policy covers all risks other 
than those defi ned as war risks under Cl. 2-9, there are no 
unintended gaps in cover. Bizarre or new causes of loss or 
damage that fall outside the defi nition of war perils will 
be covered by the policy against marine perils, unless they 
fall within one of the other three exclusions in Cl. 2-8. 
However, these have very specifi c and limited application 
in practice. 

Losses caused by states or supranational 
authorities. This exclusion does not apply to actions 
taken for the purpose of preventing loss that would have 
arisen due to a peril insured against. Typical protective 
actions include those to prevent pollution. An example is 
the so called Pollution Hazard Clause in other systems. 
The Plan provision in both marine and war policies 
allows recovery for losses arising from actions taken to 

prevent loss in general, not just pollution damage.
Since war risk coverage under Cl. 2-9 only covers the acts 
of foreign state authorities, the exclusion in Cl. 2-8 means 
that there is no cover under either a marine or war policy 
for losses caused by actions of the vessel’s own fl ag state 
or of the state where the shipowners’ major ownership 
interests are located. This risk is not regarded as insurable, 
and the state in question might be expected to pay 
compensation to the vessel’s owners.

Insolvency. Similarly, loss caused by insolvency is not 
covered and excluded both by Cl. 2-8 and Cl. 2-9. This 
is an obvious restriction in any insurance, which is not 
designed to cover the assured’s own commercial or 
default risks. 

Nuclear perils. Both Cl. 2-8 and Cl. 2-9 contain 
the exclusion for nuclear perils etc. in the form of the 
standard RACE II clause so that there is no cover for 
these perils either. This is a standard form exclusion 
which is attached to all policies against both marine and 
war risks, both on a direct and reinsurance basis. 

The all risks principle in Cl. 2-8 and the defi nition of 
war perils in Cl. 2-9 are the basis for all the specifi c 
insurances dealt with in the Plan. No unintended gaps 
can arise between policies covering marine and war 
perils. But as described above, three types of very specifi c 
perils have been excluded entirely from cover under the 
Plan. In addition there are obvious exclusions that apply 
to specifi c insurances such as the exclusion for the cost of 
repairing or replacing worn out parts in hull insurance.

Insurable values and the limits of 
the liability of the insurer
An agreed insurable value is binding in all cases except 
in the event of the provision of misleading information, 
cf. Cl. 2-3. This principle also applies to Cl. 16-6, LOH 
insurance. Other rules contained in Cl. 2-1 to Cl. 2-7 
deal with the normal principles for under-insurance, 
over-insurance and double insurance.

Cl. 4-18 to Cl. 4-21 deal with the sum insured as a limit 

PART 1;  THE COMMON RULES
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of the liability of the insurer. Under a hull policy there is 
a theoretical limit of three times the sum insured; – one 
for total loss/physical damage, one for costs incurred to 
prevent loss such as general average and salvage, and one 
for collision liability. Furthermore, the following costs are 
payable in addition to the sum insured:
•  the costs of providing security,
•  litigation costs,
•  costs in connection with the settlement of claims, and
•  the costs of preserving the wreck after a total loss.

This principle applies to all the insurances regulated by 
the Plan, although the costs of preserving the wreck are 
only likely to affect the hull insurer. Interest on a claim 
arising under Cl. 5-4 is also payable in addition to the 
sum insured.

An important principle:  The insurer’s liability 
for costs incurred by the assured to prevent loss
A general principle applicable to all Plan insurances is 
that costs incurred to prevent loss that would be covered 
under the insurance are recoverable from the insurer; 
cf. Cl. 4-7 to Cl. 4-12. This principle includes the liability 
of the hull insurer to pay for the vessel’s share of general 
average and salvage.

The principle applies to all costs or expenses reasonably 
incurred whenever a casualty has occurred or is likely 
to occur. The costs involved are not subject to any 
deductible. The costs are payable in full even where the 
vessel’s value is greater than the insured value in the 
policy. This avoids the need to claim any unrecovered 
proportion of general average or similar expenses under 
another separate policy.

What is expected of the assured – balancing 
the interests of the parties
The Plan contains a modern and balanced set of rules 
governing the alteration of risk and the duties of the 
assured. In other systems, these matters are dealt with by 
legislation or case law that has its origins in times past 
when the means of communication and the fl ow of 
information were quite different from what they are today. 
Including these matters in the Plan places them within 
the contractual sphere. This has made it possible to develop 
a modern set of rules that clarifi es what is expected 
of the assured, but do not create any unnecessary pitfalls.

Alteration of risk, Cl. 3-8 – Cl. 3-21
Insurers agree to provide coverage on the basis of the 

information they have received from the assured, 
including such basic matters as the identity of the vessel’s 
owners and managers, its fl ag state and classifi cation 
society. Insurers need some form of protection if these or 
other basic assumptions are changed.

The most effective way to protect the position of the 
insurer is to terminate cover automatically from the time 
of any alteration of risk. The warranty system as laid out 
in the English Marine Insurance Act functions in this 
way: Once a breach of warranty has been established, the 
insurer may reject liability for any loss occurring after 
the breach, even though there is no causal connection 
between the loss and the particular breach in question.

The Plan has never made use of warranties. There are 
only a limited number of cases where cover terminates if 
a particular alteration of risk occurs. These are:
•  Change of ownership.
•  Loss or suspension of the main class.

Other changes such as change of class, fl ag state or 
manager do not automatically terminate cover. The 
practical consequence of these changes is normally that 
the insurer may terminate cover by giving 14 days’ notice.

Duties of the assured
The two most important areas here are:
•  Duties of disclosure during formation of the contract.
•  Duties relating to the safety, maintenance and 
 operation of the vessel.

The Plan has a very fair and balanced way of dealing with 
breaches of the duty of disclosure. In other systems, any 
material misrepresentation or failure to disclose a material 
fact will have the effect of voiding the contract. Under the 
Plan, this sanction is only available to the insurer in the 
case of fraud or if the insurer can show that he would not 
have accepted the risk at all had he known the true facts. 
However, if he would have accepted the risk but subject 
to different terms such as a higher premium, then he may 
only avoid liability where there is a causal connection 
between the loss and the matter that was misrepresented 
or not disclosed. If the assured cannot be blamed for the 
breach of the duty of disclosure, the insurer remains liable 
for all losses but he may cancel the insurance by giving 
14 days’ notice.

When it comes to the assured’s duties in respect of the 
operation of the vessel, a balance is achieved by the rule 
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that the insurer may only reject liability for losses that 
have been caused by a breach of one of the assured’s 
duties. The starting point is that the insurer is only free 
from liability if loss has been caused by a breach of duty 
that is grossly negligent. The major exception to this 
starting point is the rule that the insurer is not liable for 
loss caused by a negligent breach by the assured of a safety 
regulation, cf. Cl. 3-22. As it became increasingly 
diffi cult over the years to draw the exact boundaries of the 
concept of unseaworthiness, focus is now on the specifi c 
obligations that are imposed by class or fl ag state. These 
rules form the foundation of the industry’s safety system. 
Under the Plan, the insurer’s right to reject liability is 
limited to cases of negligence of the assured in failing to 
comply with these specifi c core obligations.

Cl. 3-36 subparagraph 1 makes it clear that the insurer 
may not invoke fault or negligence of the ship’s master or 
the crew in connection with their service as seafarers. 
The general rule is that the acts of the assured are those 
of persons who have actual or delegated authority 
concerning matters of material signifi cance for the 
insurance. In practical terms, this will normally be the 
most senior levels of the assured’s organisation or the 
vessel’s managers.

Administrative matters - rules to ensure that 
the insurance relationship functions smoothly 
in practice
While it is natural to focus on content and the rights and 
duties of the parties in relation to each other, it is also 
important that the contract functions in a practical 
business context. Practical issues arise both at the placing 
stage and in respect of claims handling. Claims matters 
are dealt with in Section 6.

Premium
Chapter 6 contains general rules about payment of premium 
such as the right of the insurer to cancel the insurance in 
the event of non-payment of premium – 14 days’ notice – 
and return of premium if the insurance period is reduced 
or during periods of lay-up. 

Mortgagees are automatically co-insured
Mortgagees are automatically co-insured in accordance 
with the rules in Chapter 7. The insurer must have 
received notice of the mortgage in order for the mortgagee 
to obtain the benefi t of the detailed rules in Cl. 7-2 to 
Cl. 7-4. The main rule in Cl. 7-1 provides a safety net for 
mortgagees in the event of any failure in documentation. 

Notice to the insurer at any time before payment for a 
total loss to the assured will be suffi cient to prevent the 
insurer from making any payment until the interest of the 
mortgagee has been satisfi ed. 

In accordance with international practice, the basic rule in 
Cl. 7-1 is that the mortgagee as co-assured has the same 
rights as the principal assured. The rules as to identifi cation 
in Chapter 3 also apply to the mortgagee so that any fault 
of the assured that allows the insurer to deny cover will 
also affect the mortgagee.

The rules in Cl. 7-2 to Cl. 7-4 regulate four 
important issues:
• The insurer must give at least 14 days’ notice to the 
 mortgagee before amendment or cancellation of the 
 insurance can take effect as against the mortgagee.
• In the event of total loss, the interests of the mortgagee 
 take priority so that the mortgagee’s interests must be 
 settled before the principal assured gets any money.
• Settlement of claims other than those for total loss may 
 be made without the consent of the mortgagee, 
 provided the money is used to restore a damaged vessel 
 or settle a third party claim. In other cases, settlements 
 of claims are subject to the consent of the mortgagee.
• The insurer’s right of set off for unpaid premiums or 
 other claims against the assured is limited to claims in 
 respect of the relevant vessel which have arisen within 
 the last two years, cf. Cl. 7-4.

The provisions of Chapter 7 are often supplemented or 
modifi ed by specifi c loss payable clauses and notices of 
assignment. Lawyers with an Anglo-Saxon legal back-
ground often fail to appreciate that the Plan’s system 
makes it unnecessary to have any assignment of shipowners 
insurances in the vessel in favour of the mortgagee, as the 
mortgagee’s interest is protected. This mechanism and the 
rules regarding payment of claims in excess of 5% of the 
assured value (or a fi gure specifi cally agreed) make it 
unnecessary to institute a costly and bureaucratic system 
of documentation to protect the interests of the mortgagee.
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Hull insurance “on full conditions” is written on 
the basis of Chapters 10 -13
Cl. 10-4 to Cl. 10-8 of the Plan specifi es alternative levels 
of cover. The most commonly used is Cl. 10-4 Insurance 
“on full conditions” which covers:
• Physical damage to the vessel whether it be in the 
 form of total loss or particular average.
• Collision liability as defi ned in Chapter 13, which 
 covers four/fourths of the vessel’s liability arising from 
 collision with any other vessel or from contact with any 
 fi xed or fl oating object.
• General average, salvage, and sue and labour expenses 
 in accordance with Cl. 4-8 to Cl.  4-12.

Under the Plan there are separate sums insured for physical 
damage and for general average, salvage, and sue and 
labour, cf. Cl. 4-19. There is also a separate limit for 
collision liability as defi ned in Chapter 13. Thus, in theory, 
the insurer can be liable for three times the sum insured.

As explained under Section 2 above, hull insurance 
against marine perils is based on the all risks principle. 
The four general exclusions that apply to all marine 
polices under the Plan are also explained in Section 2. 
For hull insurance the only additional exclusions are:
• Cl. 10-3 Damage arising from the ordinary use of the 
 vessel.
• Cl. 12-3 Ordinary wear and tear, corrosion etc. 
 NB: Only primary damage is excluded.
• Cl. 12-5 Damage due to lack of maintenance, 
 contamination of boiler water etc.
 
Basic cover for errors in design and similar causes 
(latent defects)
The all risks principle makes it easier to regulate this 
often diffi cult area of hull insurance. Since all damage to 
any part of the insured object is covered unless caused by 
an excluded peril, it is unnecessary to specifi cally state 
that losses caused by error in design, faulty material or 
similar causes are expressly covered. Such cover follows 
from the basic principle since these causes are not 
excluded. An additional bonus is that it is unnecessary 
to use the unfortunate phrase “latent defect”.

The purpose of Cl. 12-4 is therefore to make it clear that 
the basic cover for damage to parts as a consequence of 
an error in design or faulty material is restricted to those 
parts that have been approved by the vessel’s classifi cation 
society. This is achieved by the simple technique of 
excluding all such losses except where the part in question 
has been approved by class. It should be noted that the 
restriction in Cl. 12-4 only applies to the damage to the 
part itself, and not to consequential damage to other parts 
of the vessel. 

Cover for liability arising from collision and 
striking (4/4 cover)
Many collisions do not give rise to P&I liabilities but 
almost always require attendance by hull insurers due to 
damage to the vessel. Hence, it does not make sense to 
insure one fourth of collision/striking liabilities with the 
vessel’s P&I club. A further argument in favour of having 
collision liability covered 100% by the hull insurer is that 
since nearly all collisions involve blame on both sides, the 
hull insurer has a direct interest in the fi nal settlement 
with the other vessel.

Standard P&I rules cover liabilities arising out of collision 
or striking to the extent that these are not covered by the 
vessel’s hull insurance. The borderline between hull and 
P&I is therefore determined by the rules in the hull 
policy which exclude certain types of liability from the 
hull cover. The most important liabilities excluded under 
the hull insurance pursuant to Cl. 13-1, subparagraph 
2, and therefore covered under the P&I insurance are 
liability:
• for personal injuries whether on board the insured 
 vessel or anywhere else,
• for damage to the insured vessel’s cargo,
• for pollution and environmental damage,
• for removal of the wreck of the insured ship. 

Compensation for unrepaired damage
Subparagraphs 1 and 2 of Cl. 12-2 allow the assured to 
claim for unrepaired damage at the expiry of the policy. 
This is the same rule that applies in other major systems 
of hull insurance.

HULL INSURANCE

3



The threshold for claiming a Constructive 
Total Loss (CTL)
The rules concerning CTL (or “Condemnation” as it is 
referred to in Cl. 11-3 of the Plan), differ from those in 
other major systems in a number of respects. The most 
noticeable difference is that salvage costs are not taken 
into account when deciding whether the vessel is a CTL. 
This is because the CTL evaluation takes place only after 
the vessel has been brought to a place of safety. Once 
the vessel is at a place of safety, it is simply a question of 
calculating whether the costs of repair and other essential 
costs such as those of removal exceed 80% of the hull 
value or 80% of the market value, whichever is the higher. 
Under Cl. 11-3 all unrepaired damage reported to the 
insurer during the three years prior to the casualty shall be 
taken into account.

Prior to the vessel being brought to safety, the parties 
can of course agree at any time that there is no point in 
attempting to salvage her, leaving any wreck removal 
problem to be dealt with by the P&I insurer. 

The Plan does not operate a system of notice of 
abandonment in the same way as e.g. the English Marine 
Insurance Act. The assured has a duty to minimise loss in 
the event of a casualty, but in practice salvage operations 
are conducted in close cooperation with the claims leader. 
If the assured does not believe that further attempts at 
salvage are worthwhile, he can serve for a period of up 
to six months. If the insurer does not believe that further 
attempts are worthwhile, he may protect himself from 
future liabilities by paying the sum insured under the 
policy. The assured will then have received the benefi t of 
the policy, but will retain ownership of the vessel so that 
he may continue salvage attempts if he believes that it is 
worthwhile to do so.

This system is an excellent example of the thinking that 
underlies the Plan. The parties are put in a position 
where they can cooperate because they know exactly what 
they can expect from each other. At the same time, if they 
fail to reach agreement, each party is given the chance to 
back their judgement by appropriate action in a way that 
is fair and reasonable in relation to the other party. 

Expenses incurred to speed up repairs
The Plan’s hull conditions are unique in recognizing the 
need to provide a certain level of cover for costs incurred 
in order to prevent or reduce loss of time during repairs.

An insured owner would obviously take into account the 
vessel’s current earnings when evaluating various repair 
options or whether to incur extra costs to reduce repair 
time. This fact is taken into account by means of the 
so-called “20% rule”. To avoid discussions about the 
vessel’s current earnings, it is assumed the vessel is 
earning 20% per annum of the agreed hull value. This in 
turn gives a notional fi gure for the vessel’s daily earnings 
(e.g. hull value USD 50 million multiplied by 0.20 equals 
USD 10 million divided by 365 days per annum equals 
USD 27,397 as notional earning per day). Such notional 
daily earning can be used when evaluating the time and 
cost of alternative repair yards or other repair options such 
as temporary repairs or extraordinary costs to speed up 
completion of repairs.

The relevant paragraphs are:
• Cl. 12-7 Temporary repairs.
• Cl. 12-8 Costs incurred to speed up repairs.
• Cl. 12-9 Choice of repair yard.

Under Cl. 12-11, time lost while waiting for tenders in 
excess of 10 days is also compensated in accordance with 
the 20% rule.

Deductibles under the H&M policy
The Plan provides rules for different types of deductibles 
and deals with the relationship between them. However, 
it does not specify the money amount of any particular 
deductible since this is a matter for negotiation between 
the parties in each case. The parties may of course also 
agree combined deductibles or other solutions which they 
deem commercially attractive to them.

Cl. 12-18 applies to the standard deductible that is 
always agreed for particular average claims. Heavy 
weather damage or ice damage occurring on a voyage 
from one port to another is regarded as one casualty.

The deductible shall not be applied to:
• Costs in connection with claims settlement.
• Measures to avert or minimise loss, including general 
 average.

Cl. 12-16 deals with machinery damage deductibles. 
Where such a deductible has been agreed, it applies in 
addition to the standard deductible in Cl. 12-18. This 
deductible applies to damage to the vessel’s machinery 
and accessories, and to pipelines and electrical cables 
outside the machinery. A comprehensive list of parts 
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subject to machinery deduction can be found in the Plan’s 
Commentary.

No deduction shall apply if the damage is caused by:
• Collision or striking.
• Grounding or the engine room being fl ooded.
• Fire/explosion originating from outside the engine 
room.

Cl. 12-15 deals with damage due to striking against or 
contact with ice.

The deduction does not apply to collision with icebergs in 
open sea.

The ice deductible must be agreed in the policy. The 
amount is deducted in addition to any other deductible 
that might apply.

Cl. 13-4 provides for a separate deductible for third party 
liability in respect of collision and striking. If the same 
occurrence leads to both damage to own ship and a third 
party liability claim, the Cl. 12-18 deductible applies to 
the claim related to damage to the insured vessel and the 
Cl. 13-4 deductible applies to the third party liability 
claim.

This deductible shall not be applied to:
• Litigation costs.
• Costs in connection with claims settlement.
• Measures to avert or minimise loss.

Cl. 12-18 and Cl. 13-4 are sometimes combined into only 
one deductible.

Trading areas
The trading areas are defi ned in an appendix to the Plan. 
Attached to the Plan are maps illustrating the ordinary 
trading areas, the conditional trading areas and the 
excluded trading areas.

Insured vessels are free to sail within the so-called 
ordinary trading areas. The vessel may also continue to 
sail into a conditional trading area, provided that the 
assured give prior notice. Entry into these areas is subject 
to an additional premium or other conditions to be agreed 
with the insurer. If a vessel sails into a conditional area 
without prior notice, the insurer may deduct one fourth 
– maximum USD 200,000 – from the gross claim for 
damage that occurs while the vessel is in the conditional 
area. The assured must also pay additional premium and 
adhere to any other conditions the insurer is entitled to 
impose on the assured.

As the name suggests, an insured vessel does not have 
cover once it enters into an excluded area unless the 
insurer has given prior consent. However, cover is 
reinstated as soon as the vessel leaves the excluded area 
and the rule does not apply if the Master entered the area 
unintentionally. The sanctions for breaches of trading areas 
do not apply if the vessel enters the area for the purpose of 
saving life or salvaging property during the voyage.

3
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Chapter 14 Total loss insurances
Chapter 14 contains rules for two types of total loss 
insurance. In the Plan, these are referred to as interest 
insurances; respectively hull interest and freight interest 
insurance. In other systems, this kind of total loss 
insurance is often referred to as increased value (IV) 
insurance.

Hull interest insurance covers an agreed amount in the 
event that the vessel becomes a total loss as defi ned in 
Chapter 11 plus excess collision liability; that is collision 
liability that exceeds the separate sum insured for 
collision liability under the hull and machinery policy. 
Excess liability for general average is not covered because 
this is covered in full under the H&M policy. Freight 
interest insurance only covers an agreed amount in the 
event of a total loss. Both these insurances are 
independent insurances written separately from the 
vessel’s H&M insurance.

Relationship between hull and total loss 
insurances – the 25% rule
Under the Plan the amount of total loss insurance that 
can be taken out is 25% (hull interest) +25% (freight 
interest) of the insurable value under the hull policy. 
This limitation is found both in the hull policy itself, 
Cl. 10-12, and in Chapter 14, cf. Cl. 14-4. The traditional 
thinking behind this distribution of the total amount 
insured among the various types of insurance is that the 
hull and the hull interest policies should as a minimum 
be equal to the vessel’s market value. The freight interest 
policy should be used to cover the owner’s additional 
interest in the income that the lost vessel would have 
earned in the period between the casualty and the time 
when a replacement vessel can be put into service. 
These covers are frequently conditions of any loan and 
are specifi ed by the mortgagee. Ordinary LOH insurance 
does not apply in the event of a total loss. The Plan 
recognises that exceptional situations can exist where 
a vessel is operating under very favourable contractual 
terms so that the owner’s interest in the vessel’s earnings 
is greater than 25% of the hull value. In such cases it is 
possible to take out further total loss insurance but on 

an open basis, which provides that the assured will be 
compensated to the extent that the actual loss of earnings 
resulting from the total loss exceeds the amount recover-
able under the freight interest insurance. The exact method 
of calculating the assured’s loss of earnings must of course 
be agreed beforehand between the parties.

Chapter 15 War risks
Chapter 15 provides a separate and comprehensive war 
risk insurance package. Nordic insurers offer insurance 
against war perils as defi ned in Cl. 2-9 of the Plan; 
complementary to the marine risks defi ned in Cl. 2-8. 
There are no gaps between the two sets of cover since 
Cl. 2-8 excludes only those war risks that are referred to 
in Cl. 2-9.

Unlike some other standard conditions, the Plan places 
piracy within the war risk policy. This avoids the diffi cult 
task of drawing a distinction between piracy and other 
interventions by organisations and individuals (e.g. 
terrorists) who unlawfully intervene against the insured 
vessel. All such interventions are covered by the war 
policy. However, there is other criminal activity carried 
out from land that necessitates a distinction between 
piracy at sea and the scope of cover under a war risk 
insurance policy which applies close to ports. The latter 
peril would be covered as a marine peril pursuant to the 
all risk principle. This distinction is elaborated upon in 
the Commentary. 

The war risk insurance in Chapter 15 covers war risks 
relating to hull insurance, hull interest/freight interest 
and loss of hire as specifi ed in the relevant chapters of the 
Plan. In addition, owner’s liability (P&I) and occupational 
injuries are covered, cf. Cl. 15-2. As a practical matter, 
it should be noted that separate sums insured should be 
agreed and specifi ed for each of these interests.

Certain perils are also excluded from the war risk 
insurance by reference to the so-called RACE II Clause 
which is now commonly applied in all segments of the 
insurance and reinsurance markets. Loss caused by 
nuclear weapons or weapons that result in release of 

OTHER INSURANCES FOR 
OCEAN-GOING SHIPS
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nuclear energy is excluded. The same applies to loss 
caused by any chemical, biological, bio-chemical or 
electromagnetic weapon, and to requisition for ownership 
or use by a state power.

Cl. 15-20 makes it clear that the war cover provided by 
Chapter 15 is seamless in relation to the war exclusion 
clauses used by the International Group of P&I Clubs. 
Cl. 15-22 makes it clear that the cover provided by 
P&I clubs is always subsidiary to the war cover provided 
by Chapter 15. This is important in relation to piracy 
which is a war peril under the Plan but a marine peril 
under the International Group’s P&I cover. This means 
that piracy-related losses will be covered by the Chapter 
15 insurer.

Chapter 16 Loss of hire insurance
LOH insurance covers loss of a vessel’s income arising as 
a consequence of physical damage to the vessel (except in 
the case of total loss). Under Cl. 16-1, the damage must 
give rise to a claim under the conditions of the Plan, 
irrespective of course of any deductible. LOH is a separate 
insurance independent of any hull policy so that the 
question of whether the damage is recoverable under the 
vessel’s actual hull policy is in principle irrelevant. 
However, the Plan allows for the possibility that the 
trigger for cover can be defi ned by reference either to the 
vessel’s actual hull policy or another specifi ed set of hull 
clauses.

It is today common practice to use LOH insurance to 
cover a vessel’s loss of income irrespective of the nature of 
the vessel’s employment. This is possible because LOH 
insurance covers an agreed daily indemnity for each day 
that the vessel is unable to earn income. The cover is 
subject to an agreed number of deductible days and 
subject to a limit expressed as a number of days. It is 
common practice to specify the daily indemnity as a fi xed 
or “assessed” amount. This practice is strictly not necessary, 
as Cl. 16-6 expressly presumes that the daily amount is 
“assessed”. Pursuant to Cl. 2-3, such assessed daily 
indemnity is binding on the insurer in all cases except 
where the assured has given misleading information 
relevant to the assessment.

A unique feature of the Plan is that it provides loss of hire 
cover also in four cases even if the vessel has not suffered 
physical damage: cover will apply due to stranding, 
obstruction, cargo removal, and general average according 
to the 1994 York-Antwerp Rules. The Commentary 

clarifi es that mere capture by pirates does not trigger any 
LOH cover. Those shipowners who need such cover must 
take out a separate insurance available in the market.

Unlike other LOH conditions, the Plan requires the time 
lost to be calculated and compensated for in days, hours 
and minutes and has provisions for converting periods of 
partial operation such as slow steaming into a period of 
time fully lost.

Another important advantage of Chapter 16 is the rule 
stated in Cl. 16-9 which coordinates LOH and hull 
insurance in relation to choice of repair yard.

Finally, it should be noted that in accordance with Part I 
of the Plan, the assured is entitled under Cl. 5-4 to 
interest on claims as from one month after the expiry of 
the compensation period. In practice, payments on 
account are often made if the vessel is off-hire for a 
lengthy period.

Co-ordination between hull and LOH 
– the rule in Cl. 16-9
A confl ict may arise between the interests of hull and 
LOH insurers concerning the choice between various 
repair options. The liability of the hull insurer is in 
principle limited to the cheapest repair option – often the 
longest in time, while the LOH insurer’s expectation is 
that the assured should choose the shortest repair option 
– often the most expensive. It would obviously be wrong 
to place the assured in a position where it was necessary to 
choose an option that resulted in a lack of cover under one 
or the other policy. Hull cover under the Plan allows an 
assured to choose a more expensive repair option in order 
to save time if the extra cost is within the 20% rule. This 
possibility is refl ected in Cl. 16-9. The assured will obtain 
full cover under his LOH policy provided he has used the 
means available under the hull policy to recover the costs 
of speeding up repairs.

However, it should be noted that if the ship is insured on 
hull conditions other than those of the Plan, compensation 
under the Loss of Hire insurance will be limited to the 
loss of time under the tender that would have resulted in 
the least loss of time plus half of any additional loss of 
time that may occur. 

An example

Assumptions: Our vessel has hull insurance with an 
insured value of $18,250,000.
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Under the 20% rule the notional daily earnings of the 
vessel for the purpose of applying Cl. 12-12 and similar 
paragraphs in the Plan is 20% of $18,250,000 divided by 
365 = $10,000.

However, our vessel has a favourable charterparty so the 
daily indemnity agreed under the LOH policy is $15,000.

Under Cl. 12-12 of the Plan, the hull insurer is bound 
to cover the cost of repairs at Yard B even though repairs 
there are more expensive than at Yard C. This is because 
the difference in the value of the time to be used 
– $750,000 – $450,000 = $300,000 is greater than the 
extra cost of repair at B = $200,000.

A prudent uninsured owner with a vessel earning $10,000 
per day would also choose Yard B as being the solution 
which gives the best economic result.

The end result under Cl. 16-9 is that the LOH insurer 
must cover the loss of time incurred at Yard B even 
though this is greater than at Yard A because if the 
assured were to repair at Yard A he would not be able to 
claim the full cost of repairs from the hull insurer. 
NB: The LOH insurer is paying $15,000 per day and 

will in accordance with Cl. 16-11 be willing to pay up  
$15,000 per day to save further time. It would not make 
sense for the LOH insurer to pay the extra cost of repairs 
at Yard A compared to Yard B because this would save 
15 days at a cost of an extra $600,000.

CONCLUSION:

The rule in Cl. 16-9 ensures that the assured will 
always be able to choose a solution that gives full 
recovery under both his hull and LOH policies. 
Coordination between the two types of insurance 
makes it easier to fi nd and agree on the best 
possible solution. The system as a whole promotes 
constructive cooperation and dialogue between 
the parties.

REPAIR YARD A B C

Cost of repair and 
removal

$1.8m $1.2m $1.0m

Time including removal 30 days 45 days 75 days

Value of time under 20% 
rule in Cl. 12-12

$300,000 $450,000 $750,000

Adjusted cost $2.1m $1.65m $1.75m

4

The repair options:
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Chapter 18 Insurance of MOUs 
Owners of MOUs also benefi t from the many practical 
solutions described in the general rules under Part 1 of 
the Plan. All other relevant clauses in Chapters 10 to 
14 and Chapter 16 are incorporated and appropriately 
amended in Chapter 18 to meet the special terminology 
and realities applicable to MOUs. Whereas the Chapter 
18 clauses in the Norwegian Plan of 1996 were drafted 
for insurance of offshore drilling rigs, the Nordic Plan 
clauses are drafted for insurance of any type of mobile 
offshore units, whether drilling, production or 
construction vessels or units.

Examples of some of the most important substantive 
features to cater for these special needs are:
• The sum insured is presumed to be an assessed 
 insurable value, Cl. 18-1 (a), sub-clause 1.
• Separate sums insured may be agreed for the fl oating 
 unit and the subsea equipment installed at an 
 offshore location, Cl. 18-1 (a), sub-clauses 2 - 4. 
• Recovery of costs of preventive measures is capped at 
 USD 500,000,000, Cl. 18-1 (g).
• Collision liability covered as part of the hull 
 insurance is extended to comprise also liability for 
 damage to or loss of fi xed installations on the 
 Continental Shelf, but the collision liability cover is 
 capped at USD 500,000,000 or 50 % of the sum 
 insured, whichever is the higher, Cl. 18-37.
• The LOH cover during simultaneous works 
 is extended, allowing the owner of the MOU to 
 carry out class work etc. simultaneously with casualty 
 work without any deduction of the compensation 
 under the LOH insurance if the relevant 
 owner’s work could have been carried out without any 
 loss of income if carried out separately. On the other 
 hand, if the MOU is taken out of service for carrying 
 out class work etc., casualty damage discovered 
 during the period when the MOU is not earning 
 hire due to scheduled work, shall be repaired 
 simultaneously without any compensation under 
 the LOH insurance unless the off-hire period 
 is extended by the casualty work, Cl. 18-54.

In sum, the amendments to Chapter 18 make the Plan 
easier to understand and more to the point for the MOU 
owners. The involvement of brokers in drafting this 
Chapter has contributed greatly to this achievement.

Chapter 17 Fishing and coastal vessels
Chapter 17 of the Plan contains the relevant clauses for 
insurance of fi shing and coastal vessels which in many 
respects differ from the conditions offered for insurance 
of oceangoing vessels. Under hull insurance the standard 
cover is a limited machinery cover (Cl. 17-13), but owners 
may choose the extended machinery cover in Cl. 17-18. 
An up-to-date liability cover is also available under 
Chapter 17. For owners of fi shing vessels there are covers 
for catch and equipment, nets and seines in the sea, and 
(the best of all) a LOH cover specially adapted to fi shing 
vessels. 

Chapter 19 Builders’ risks insurance
The Plan’s builders’ risks insurance is a modern all risk 
insurance covering marine perils, strikes and lock-outs. 
The cover is adapted to how yards build and repair ships 
today. In addition to the common rules dealt with in the 
general Part 1 of the Plan and applicable to all insurances, 
Chapter 19 contains the additional custom-made clauses 
for builders’ risks insurance. 

Some pertinent features are:
• Co-insurance of the buyer, Cl. 19-3.
• Escalation of the sum insured within a 10% margin, 
 Cl. 19-7.
• A liability cover which includes liability for bunker oil 
 pollution and damage to the environment, Cl. 19-20. 
• A supplementary cover for towage and removal of the 
 subject matter insured with requirements for surveys to 
 be carried out in advance by warranty surveyors 
 approved by the insurer. Conditions for towage or 
 removal set by the warranty surveyor constitute safety 
 regulations that must be complied with during towage 
 and removal, Cl. 19-27.
• Four other supplementary covers to cater for the 
 builder’s special needs, including daily penalties and 
 loss of interest in the event of late delivery.
• A supplementary cover for war risks.

MOBILE OFFSHORE UNITS (MOUs) 
AND OTHER INSURANCES
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CLAIMS
The Nordic claims handling model
Historically, Nordic hull insurers, both mutual and 
commercial, have always delivered a very hands-on and 
supportive claims service, backed by extensive in-house 
maritime expertise including in-house adjusting and a 
worldwide network of independent surveyors and technical 
experts. This system has its origins from a time when 
all hull and LOH business in the Nordic countries was 
done on a direct basis. Today, most marine business in 
the Nordic countries is done via brokers, but the original 
Nordic claims handling model has continued to fl ourish 
and expand internationally. Handling major casualties has 
become more and more demanding due to the increasing 
size and technical complexity of modern vessels, the 
greater involvement of coastal state authorities and of the 
media. Nordic marine insurers believe fi rmly that it is now 
more essential than ever to have the resources to play a 
proactive role in handling claims.

The Plan refl ects the Nordic claims model in a number 
of respects, which can be illustrated by the table on 
page 30 showing the various stages (value chain) of the 
claims handling process. In order for the system to work 
in practice, it is necessary for one of the participating 
insurers to act as claims leader.  A long Nordic tradition 
has guided the development of the claims leader function. 
Chapter 9 of the Plan codifi es the most important issues, 
see further below.

Turn the page to see the table “Notice Of Casualty”.

The role of the claims leader
The claims leader has overall responsibility for the proper 
functioning of the whole claims process. It is the skill, 
expertise and professionalism of the claims leader that 
ultimately guarantees that the assured receives the benefi t of 
the product that he has paid for. To ensure that the claims 
leader has the necessary authority to carry out its function, 
the Plan has provisions dealing with four key areas:
• Emergency response.
• Repairs.
• Disputes with third parties.
• The adjustment.

Decisions made by the claims leader in connection with 
salvage are binding on the co-insurers (Cl. 9-5), and this 
power must extend to other decisions relating to an acute 
situation. The same applies to decisions concerning 
removal and repairs, Cl. 9-6. Issues in relation to third 
parties can either involve the provision of security for 
claims made by third parties or involve the exercise of 
a right of recourse against a third party who has caused 
the loss covered by the policy. The claims leader has the 
power to make decisions on behalf of the co-insurers in 
respect of legal proceedings, cf. Cl. 9-8 and Cl. 5-9 to 
Cl. 5-11.

Unless otherwise agreed, the claims leader is responsible 
for issuing the adjustment. This is binding on co-insurers 
provided that it is in accordance with the insurance 
conditions, see Cl. 9-9. Where the adjustment is drawn up 
by an average adjuster, it will be submitted to the claims 
leader for approval and the same principal will apply.

Role of the broker in claims handling
The typical broker product includes fi rst-class claims 
expertise. The broker’s function is to support the assured 
with expert knowledge about claims procedures and how 
the Plan should be interpreted and applied. In diffi cult 
claims they can play an essential role in clarifying issues 
and points of view. The broker has the responsibility to 
check the adjustment and thereafter to collect the money 
due from the following underwriters.

Interest on claims
According to Cl. 5-4 of the Plan, the assured may claim 
interest as from one month after the date on which notice 
of the casualty was sent to the insurer. This provision is 
most relevant in the case of total loss, and ensures that the 
assured is protected in those cases where it may take time 
to establish whether the vessel is in fact a total loss. It also 
provides an incentive for insurers to avoid delay in making 
a fi nal settlement.

The more normal case is that the insurer has to refund 
the assured’s disbursements. In such cases interest accrues 
from the date of the disbursement. This rule also provides 6



an incentive for insurers to make reasonable payments on 
account. In loss of hire cases, interest accrues from one 
month after expiry of the period for which the insurer is 
liable.

The rate of interest is six month CIBOR/NIBOR/
STIBOR + 2% for insurance contracts in which the sum 
insured is stated in the applicable Danish, Norwegian 
or Swedish currency. If the sum insured is in another 
currency, the rate of interest is six month LIBOR for the 
currency in question + 2%. The LIBOR fi gure that is to 

be applied is determined as at 1 January of the year the 
insurance contract comes into effect at the average rate for 
the last two months of the preceding year.

Every January Cefor calculates the rates of interest for the 
most commonly used currencies and posts them on the 
Association’s website: www.cefor.no.

Subrogation
Where loss that is covered by the insurance has been 
caused by a third party, the insurer, once the claim has 
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been paid, is entitled to take over any claim the assured 
might have against that third party. This makes it 
necessary for the parties to cooperate in any recovery 
action in accordance with Cl. 5-13 to Cl. 5-18. Additionally, 
it is necessary to have rules that regulate how any amount 
that is recovered is to be distributed. Here the Plan adopts 
principles that are favourable to the assured. Cl. 5-13 
subparagraph 2 provides that the assured shall always 
participate in any recovery to the extent that he has 
carried any part of the loss himself. In practical terms, this 
means that the deductible under a hull policy is credited 
with a proportionate part of any recovery. In other 
systems, recoveries are used to cover the insurer’s payment 
fi rst. Cl. 5-13 also provides that recoveries are to be 
apportioned where the liability of the third party is 
calculated on a higher basis than the liability of the 
insurer.  

Another important point is that apportionment of 
recoveries between insurer and assured is always using the 
cross liabilities principle, even if the liability of one party 
is limited in the settlement between the assured and the 
third party. This is essential to make sure that recoveries 
are fairly distributed; especially where recoveries are made 
for different types of loss such as damage to the vessel 
and loss of income. In other systems, the single liability 
principle is applied between the insurer and the assured 
whenever one party in the third party settlement can 
limit liability. This will lead to unfortunate results for the 
assured.

Nordic adjusters
In the Nordic countries, the position of average adjuster is 
an offi cial title protected by statute.  A number of experts 
working in the Nordic marine insurance community 
have passed offi cial adjusting examinations, and the term 
adjuster or senior adjuster is also used as a job title within 
insurance or broking organisations. However, any 
reference to average adjusters in the Plan text refers 
solely to the offi cially appointed or independent average 
adjusters.  

Cl. 5-5 of the Plan states that the assured may require 
that any adjustment drawn up by the insurer be submitted 
to a Nordic Average Adjuster. In practice, the parties will 
often agree to submit diffi cult issues to an offi cial Average 
Adjuster or agree that he or she should take over 
responsibility for the adjustment. Diffi cult legal issues 
are sometimes submitted to a recognised expert such 
as a professor of insurance or maritime law. These 

mechanisms are good alternative dispute resolutions and 
part of the reason why there have been so few court or 
arbitration cases involving the application of the Plan.

Law and jurisdiction and the resolution of disputes
Jurisdiction and choice of law is dealt with in Cl. 1-4.

The starting point is that if a dispute is to be brought 
before the courts, the assured must commence proceedings 
against the claims leader in the court of the place where 
the head offi ce of the claims leader is situated. 

Following underwriters can also be sued in this venue, but 
there is nothing in Cl. 1-4 that prevents the assured from 
suing individual following underwriters in some other 
court. Where the claims leader is a Nordic insurer, the law 
of the court in question applies. In the case of a Nordic 
claims leader, Cl. 1-4 is thus an exclusive law and 
jurisdiction provision.

Where the head offi ce of the claims leader is located 
outside the Nordic countries, proceedings must be 
commenced at the venue of the claims leader. However, 
Cl. 1-4 subparagraph 2 provides that Norwegian law is 
to apply. This has been adopted as the default position 
because the Plan has been developed in the context of 
Norwegian marine insurance law. 

Since freedom of contract applies to these issues as in 
most other matters concerning international marine 
insurance, it is possible for the parties to agree other 
arrangements in writing, cf. Cl. 1-4 subparagraph 4.

 It is common to include an arbitration clause and/or a 
requirement that the parties submit to mediation. In some 
cases when the Plan is used for international business, the 
insurance may be made subject to a non-Nordic jurisdiction 
and the law of that jurisdiction. In such cases it is sensible 
to make it clear that the Plan itself is to be interpreted in 
the light of the Commentary and Nordic marine insurance 
practice, while the law of the chosen jurisdiction will 
govern all other matters such as formation of contract or 
the position of agents. 

6



m
ar

ke
tin

gs
.n

o 
  3

55
2/

20
12

The Nordic Association of Marine Insurers

Hansteens gate 2  –  Box 2550 Solli, NO-0202 Oslo, Norway

Tel: +47 23 08 65 50  –  cefor@cefor.no

www.cefor.no
www.nordicplan.org


