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AGENDA

• Loss of hire in practice aim to shed light on 
the process of mitigating risk

o Before the casualty

▪ Introduction to NMIP: Part One and 
Chapter 16

o Lifetime of a casualty:

▪ Roadmap – what to remember?

▪ Process from notification to until
completion of repairs:

- Choice of the yard

- Removal, waiting time

- Repairs, incl. simultaneous works

- Loss of time after completion of repairs

o The settlement of an insurance claim

▪ Adjusting



THE NORDIC PLAN

• The first Plan was issued in 1871 based on a 

draft from an Average Adjuster.

• The Plan is a negotiated document

o presenting a balance between Underwriters 

and Owners

• There are frequent revisions.

• There are commentaries to all clauses available 

online. https://www.nordicplan.org/commentary/



Ch. 5 Settlement of claims

INTRODUCING 

LOSS OF HIRE 

IN NMIP

• LOH based on the NMIP 

o – Requires a short introduction to NMIP.

• NMIP Part 1 General rules

• NMIP Part 2 H&M in brief

• NMIP Part 3, Chapter 16, “home of” 

LOH provisions

THE NORDIC MARINE INSURANCE PLAN
Part 1

- CH. 1 Introductory Provisions
- CH. 2 General Rules

Ch. 3 Owner
- Ch. 7 Mortgagees
- Ch. 8 Third Parties

Ch. 6 Premium

Ch. 4 Insurer
- Ch. 9 Co-insurers



LOH PROVISIONS IN THE PLAN



GENERAL PROVISIONS

• All risks policy, Cl. 2-8, all is covered 
unless excluded

• Burden of proof, Cl. 2-12 
✓ The assured: to prove he suffered a 

loss accidental in nature

✓ The insurer: to prove the loss has been 
caused by an excluded peril

• Incidence of loss, Cl. 2-11

• Notification & limits



TIME IS OF THE ESSENCE

The importance of

timely notification Cl. 3-29

Mind 

the time bars

Cl. 5-23 &

Cl. 16-14



INSURER’S LIABILITY? CL. 16-1

The insurance covers the assured’s loss of income due to the vessel being wholly or
partially deprived of income-earning activity as a consequence of damage to the
vessel

ASSURED’S LOSS OF INCOME

SUBSITUTE 
VESSEL?

LAY UP?

SPOT 
TRADING?



LOH CHAPTER 16-1 

& CHAPTER 12

THE CO RELATION

- Correlation between LOH and H&M 

insurance

- LOH relative to other insurances and 

GA in Cl. 16-16

- Damage and extensions



EXPLICIT COVER EXTENSIONS, CL. 16-1, SUB-CL. 2

a) because the vessel has stranded,

b) because the vessel is prevented by physical obstruction (other than ice) from leaving a 

port or a similar limited area, or

c) as a consequence of measures taken to salvage or remove damaged cargo, or

d) as a consequence of an event that is allowed in general average pursuant to the 2016 

York-Antwerp Rules.



PHYSICAL OBSTRUCTION

26.07.2023

Fire



PHYSICAL OBSTRUCTION

26.07.2023

Fire

8-9.2023 

Scheduled 
docking

13.09.2023

Port closes

19.11.2023 
Traffic reopens

QUESTION:

Is the loss of income from 13.09 until 19.11 recoverable

under LOH policy conditions?



SALVAGE / REMOVAL OF 
DAMAGED CARGO

EVENT ALLOWED IN GENERAL 
AVERAGE

➢ Voyage Vancouver to China;

➢ Heavy weather;

➢ Shifting of cargo of uranium ore

➢ The risk of uranium ore contamination 

➢ Vessel off hire for 133 days



LOH POLICY



COMPENSATION, CL. 16-3

COMPENSATION (Cl. 16-3) = 

LOSS OF TIME (days, hours, minutes, Cl. 16-4)  X DAILY AMOUNT (Cl. 16-5, 16-6)

LIABILITY LIMIT (Cl. 16-1)

Agreed daily 
amount

Deductible

Liability from 
any one casualty

Liability from all casualties during 
the insurance period, Automatic 
reinstatement, Cl. 16-1, sub. Cl. 4

Sum insured = 180 days x 
USD 14.000 



PARTIAL OFF HIRE, CL. 16-4

A period of time during which the assured has only
partially been deprived of income shall be converted
into a corresponding period of total loss of income.

Damage to main engine turbocharger

• Vessel sails for 40 days at 50% speed, charterers 
pay only 50% of daily hire

• Agreed daily amount = 20.000/day

• Basis 14/90/90

LOH Policy:

40 days x 50% = 20 days at 100%

Less deductible of 14 days =

6 days x USD 20.000 = USD 120.000



UNREPAIRED DAMAGE – CAN I CLAIM FOR LOH 

COMPENSATION? CL. 16-1

“DIANA” Facts:

• 19.01.2018 Grounding

• 4-5.04.2018 Decision not to repair

• 31.05.2018 MOA of the vessel agreed

• 14.06.2018 Vessel delivered to the new owners

LOH calculated until 06.04.2018



CHANGE OF OWNERSHIP, CL. 16-15 

• LOH claim can not be 

transferred to a new 

owner

• Postponement?

Compensation for loss of 

interest on the sales 

amount + crew wages & 

maintenance



LOSS OF HIRE IN CASE OF…. TOTAL LOSS!  CL. 16-2

• No LOH compensation

• The vessel insured against hull interest 

and freight interest



TOTAL LOSS IN Q&A

14:01 Hi Marlena, it’s John. My vessel is not insured 
against HI and FI, can I claim LOH? 

14:03 Hi Marlena, it’s me again. My vessel meets condemnation (CTL) 
criteria, but I want to repair. Can I claim for LOH?

14:02 Can I get paid for LOH until it’s clear the vessel is TL/meets 
condemnation criteria?

14.04. Hi Andreas, I need your help ASAP. Call me please!



THE DAMAGE HAS OCCURRED, NOW WHAT? ROADMAP

1. Notify!

Without undue delay…. (Cl. 3-29)

But no later than 12 months! (Cl. 5-23) 

2. Survey of damage

By assured and LOH surveyor (Cl. 16-8, ref. 12-10)

3. Choice of the repair yard, Cl. 16-9

4. Removal, waiting time (etc.), Cl. 16-10

5. Repairs

Damage repairs, 16-1; Simultaneous repairs 16-12; Loss of time after completion of repairs 16-13

6. Settlement of claim 

Claims adjustment, Cl. 5-2; Disputes, Cl. 5-5, Binding effect, Cl. 9-9

All covered unless excluded, Cl. 2-8
Burden of proof, Cl. 2-12

Assistance – LOH tools, Cl. 16-11
Payment on account Cl. 5-7

WHY?



CHOICE OF REPAIR YARD, CL. 16-9

• Assured’s choice

• Insurer’s liability limited to the lowest adjusted tender

(…) The repair time for tenders received, converted into monetary expense using the

applicable daily amount

+

Removal time /loss of time after completion of repairs

+

Repair costs not recoverable from H&M insurer, if he chooses a more expensive alternative



CHOICE OF REPAIR YARD, CL. 16-9

YARD A YARD B

Time:

At the yard 19 days 20 days

Removal time 2 days 6 days

Total time: 21 days 26 days

Costs

Yard quotation USD 580.000 USD 490.000

Removal USD 20.000 USD 60.000

Total cost USD 600.000 USD 550.000

LOH: daily amount: USD 15.000



CHOICE OF THE YARD UNDER LOH: TIME CONVERTED INTO 

EXPENSE

LOH: daily amount: USD 15.000

YARD A YARD B

Repair time 19 20

Removal time 2 6

Total time converted into 
monetary expense (x USD 
15.000)

USD 315.000 USD 390.000

Costs not recoverable under 
H&M policy, as yard A is more 
expensive

USD 50.000

Total adjuster LOH tender USD 365.000 USD 390.000
Hi Marlena, not everything goes as planned, 

call me please, J. 

• The claim shall be settled on the basis of the actual time lost.



REMOVAL, CL. 16-10

Removal time is attributable to category of works which necessitate the removal, at the 
time when the removal begins. 

How to allocate the removal time – case studies:

1. The vessel grounds on 01.12.2023 and suffers from the damages that require immediate
repairs at a shipyard. The vessel is removed to the yard on 15.12.2023. Owners use this
opportunity to carry out class survey, originally scheduled for July 2024.

The time for removal is for LOH insurer.

2. The vessel suffered minor hull damage during collision on 01.12.2023, class allowed the
vessel to continue trading, however, repairs completed the latest by 01.12.2024. The vessel
started the removal to the yard for the scheduled class renewal survey docking on 15.12.2023.

The time for removal is for the Assured, as repairs could have been postponed.



REMOVAL, CL. 16-10, CONT.

How to allocate the removal time – case studies:

3. During removal for the scheduled docking, the vessel suffers the damages from heavy

weather, that require immediate repairs at a shipyard.

At the time when the removal started, it was owners’ scheduled docking, that necessitated the

removal, therefore the loss of time during the removal is for the Assured’s account.

4. The vessel suffers main engine damages on 01.12.2023, from that date the vessel remains 

off hire.  The ME damages require immediate repairs. On 15.12.2023 the vessel starts removal 

for the scheduled class renewal survey docking .

The removal is necessitated by both categories of work, damage repairs and Owners’ works, 

therefore the loss shall be borne by the Assured and LOH underwriters.

Marlena, what?!!!! BR, John. 



REMOVAL, CL. 16-10, SUB-CL. 2 CONT.

Removal time: 9 days

If carried out separately:

Damage repairs 40 days

Scheduled docking 20 days

Total repairs 60 days

• If removal is necessary for more than one category of repairs

apportionment among each category of work, if carried out separately.

• No apportionment during the deductible period.

LOH Insurer:

9 days removal x 40 days damage repairs = 6 days

60 days of total time

Assured:

9 days removal x 20 days scheduled works = 3 days

60 days of total time



REMOVAL, CL. 16-10, CONT.

• Applicable to surveys, tendering time, tank cleaning, waiting time etc. , Cl. 16-10, sub. Cl. 3

• Applicable to loss of time after completion of repairs, see Cl. 16-13
C
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CASE STUDY!  MV “UNLUCKY”

• Facts:

Policy conditions: NMIP, Part One and Chapter 16

Basis: 14/180/180

Daily amount: USD 30.000

- 01.01.2023 vessel on ballast passage from Dubai to Singapore, aft stern tube bearing 

temperature alarm indicated high temperatures, ME stopped, vessel off hire

- 05.01.2023 tugs connect and towage back to Dubai begins

- 08.01.2023 vessel arrives to Dubai for repairs

- 14.01.2023 investigations confirm the stern tube bearing and the tailshaft requires renewal 

- 15.01.2023 average repairs commence

- 14.06.2023 average repairs completed, the vessel on hire



LOSS OF HIRE CALCULATION

No. Description TOTAL
D H M

Average
D H M

Owners
D H M

1 01.01.23 vessel off hire, deductible period. 14 0 0 14 0 0

2 15.01.23 -14.06.2023 Off-hire after 
deductible.

150 0 0 150 0 0

164 0 0 150 0 0 14 0 0

“CASE” Facts:

• 01.01.2023 – ME stopped

• 14.01.2023 – Deductible period expires

• 15.01.2023 - Repair of vessel commence at repair yard.

• 14.06.2023 - Repairs finalized and sea trials completed.

• Vessel back on hire!

Compensation: 150 days x USD 30.000 = USD 4.500.000 + interest ☺



SIMULTANEOUS REPAIRS, CL. 16-12

• Facts:

- 01.01.2023 vessel on ballast passage from Dubai to Singapore, aft stern tube bearing 

temperature alarm indicated high temperatures, ME stopped

- 05.01.2023 tugs connect and towage to Dubai begins

- 08.01.2023 vessel arrives to Dubai

- 14.01.2023 investigations confirm the stern tube bearing and the tailshaft requires renewal

- 14.01.2023 owners decide to carry out modifications to the vessel’s bow thruster

- 15.01.2023 average repairs and owners’ work commence

- 15.04.2023 owners’ work completed, average repairs continue

- 14.06.2023 average repairs completed, the vessel on hire

If carried out separately: average repairs: 150 days, Owner’s work: 90 days



SIMULTANEOUS REPAIRS, CL. 16-12

• More than one category of works carried out at 

the same time: damage repairs +

o other damage repairs 

o or works:

a) carried out to fulfil classification requirements, or

b) necessary to enable the vessel to meet technical and 

operational safety requirements or perform its contractual 

obligations, or

c) related to the reconstruction of the vessel

• Time common to these works to be apportioned 

(in excess of the deductible period)



LOSS OF HIRE CALCULATION INCL. SIMULTANEOUS REPAIRS

No. Description TOTAL
D H M

Average
D H M

Owners
D H M

1 01.01.23 vessel off hire, deductible period. 14 0 0 14 0 0

2 15.01.23 Simultaneous repairs. 90 0 0 45 0 0 45  0  0

3 15.04. – 14.06. 23 Average repairs continue 60  0  0 60  0  0

164 0 0 105 0 0 59 0 0

“CASE” Facts:

• 01.01.2023 – ME stopped

• 14.01.2023 – Deductible period expires

• 15.01.2023 – Repair of vessel and Owners’ work commence at repair yard.

• 15.04.2023 – Owner’s work completed

• 14.06.2023 – Repairs finalized and sea trials completed.

Compensation: 105 days x USD 30.000 = USD 3.150.000 + interest ☺



CAN WE NOW STOP PAYING? 16-13

“YES”: The main rule is that the insurers is not liable for loss of time after completion of repairs.

However, there are (as most times) exceptions as illustrated below:

a) until the vessel can resume employment under the contract that was in force at the time of the casualty,
b) until the vessel employed in liner trade that follows a fixed route or operates in a defined geographical area can resume its activity,
c) while the vessel sails to the first port of loading under a contract that was entered into with binding effect prior to the casualty,
d) until passenger vessels can resume their activity, limited to fourteen days. 



LOSS OF TIME AFTER COMPLETION OF REPAIRS, CL. 16-13 

OR…. REALLY?!

• Line with 98 days rotation

• 14/120/120 at USD 36.170 per day

• Due to the incident, the normal line 
rotation was cancelled

• LOH covered 50 days waiting time to 
re-enter the line, USD 1.8 mill

+ interest ☺



CASE STUDY!

• Facts:

Policy conditions: NMIP, Part One and Chapter 16

Basis: 14/180/180

Daily amount: USD 30.000

- 01.01.2023 vessel on ballast passage from Dubai to Singapore, aft stern tube bearing 
temperature alarm indicated high temperatures, ME stopped

- 05.01.2023 tugs connect and towage to Dubai begins

- 08.01.2023 vessel arrives to Dubai

- 14.01.2023 investigations confirm the stern tube bearing and the tailshaft requires renewal 

- 15.01.2023 average repairs commence

- 14.06.2023 average repairs completed, the vessel on hire

If carried out separately, average repairs would have lasted 150 days

Marlena, this is bad and 
expensive, we will loose CP. Can
we think outside the box? John. 



ALTERNATIVE SCENARIO!

• The average repairs recoverable under H&M cost USD 500.000 (new tailshaft +
sea freight) and take 150 days.

• A more expensive shaft can be produced much faster and can be transported by
the airfreight to Dubai. The corresponding costs amount to USD 1.200.000, the
balance of USD 700.000 is not recoverable from H&M insurer.

• The above repairs can be completed in 100 days instead of 150 days, i.e. LOH
insurer saves 50 days.

Can this alternative repair plan be recoverable under the LOH policy 
conditions? 



EXTRA COSTS INCURRED TO AVERT OR MINIMIZE THE LOSS, CL. 16-11

The insurer shall be liable for extra costs incurred in connection with temporary repairs and in 

connection with extraordinary measures taken in order to avert or minimise loss covered by the 

insurance, insofar as such extra costs are not recoverable under the hull insurance in effect. 

(…) The liability for such costs is limited to the amount the insurer would have had to pay if the 

measures had not been taken.

Costs not recoverable from H&M insurer: USD 700.000

Time saved: From 150 days to 100 days, i.e. 50 days saved

Daily amount under LOH policy: USD 30.000

LOH exposure for 50 days saved: USD 1.500.000

Additional costs of repairs of USD 700.000 are fully recoverable under LOH, as this 

method of repairs limits LOH exposure.



TA DAM!!!!! AND HOW TO SETTLE IT?



ADJUSTMENT – HOW DOES IT LOOK LIKE IN PRACTICE?



ADJUSTMENT – HOW DOES IT LOOK LIKE IN PRACTICE?



ADJUSTMENT – HOW DOES IT LOOK LIKE IN PRACTICE?



THANK YOU!

Hi Andreas & Marlena, I have some follow up questions, would you be available for a call? BR, John

John, ALWAYS, feel free 
to reach out anytime!!!! 
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