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A Study on Basic Interpretation of the Hull Insurance Clauses of

the People's Insurance Company of China

Ma Yangiu* - Park Yong-Sub**

2 o

it ohpe] - el B tlEo] hEg Rl WAL oS w1
of &\ UaREE w9 gurslA] o] Fo] A1 vk :Lg];_ ol ¢} &t oqg] ;Jﬂg}
LS A SO A OB T ALK
4‘4'51 BT R DB ARCIRES 2 AR RSB O ST P i B K

shcshi=d] QlojA] ol - figish EE 7}113}_

RE bR et e 2SS 74 A L\‘ﬁ’\ i) IR S Aleskad) OMOL
Ha ghekste] K G ol A5 hile) (Rbsdrasel (RbaU el whel 1986 Uri Al
(b 2 RN gy off disho] fig ol m}a} HS sl o wak 19834 ”w;[gilf»\
sl F RIS bR g e v wsle] st

Crhl ALC RS 2 Gl ST G, S R e 1R e s A Y9l

g U

(1) BEHE
BARRe] F R RS R R ol T

(2) BE=HM

vl 7k« o) g s atgstar ok

« AR, s et Abg

o Ghan el shar s AbR Ehat g



1134 BEEFARR KB ROCE B218

(3) $ERpEA

BEolA TAST s AL BN BRETIAT Al ot BEER
3 2 WHEEC o FIERHEAT 28T

(4) Wi

o] fUAS WIEMS) Sl ek R ABL e EPolT 1Y gEL
ohin, (RIgEHYS] MILSE Thad)

(5) 1RBRHARS

R AiRIRS) RIBHM dald FAS T vk MRS iR
2 1do §IRaT Ytk o ZPoIAE WS MED BN WS ohIE A
ol chalel 22 st gleh

(6) #7

2 e A FEoE HiEsty ded, AAe RGOS ABRY, 5 REE
7} #iRbeEe BES AR HET dLolx, EAE RiEHHS ERA R 10
A faleEE e Zoln, e REBEGS ERE 7 e REN WY 78S F

I .

(7) REE#2 BREE

MRS RIBRMTo] AT & BWERE AASHA otJsty, BHhex: AFd
A op gttt

HRRERCl distel= (REgRAyel WRHIWIARTY MLLskAY EE Mol FEEsh
e 7399 BHEEed dE 78s T Ao

(8) ®HIRMEE S| ¥

WRREE HREEY BMER, BEBLE R AAREES 1760 BEE £ S
o] it




oAb okt et A 1135

(9) ABAA

el M= (REE &7 RERBERANS] fEHol "—H3}°1 ABARE Sk &L
AESE ool WERISH Bifibe &ell distel BLHS ) HES BT 1S rde

I gl

(10) KMEMEDt w1E

R A R BRITIAEL BT el ohSE RN, JTEi ol ek BT
YAl whii ik 5ol st} zZhzk 3pAeta o)

(1) #Fel Bx

fibar 4 ob weftba &7F ¥ fol Al flilrt AS HEITE A sk (s
et Rt sheh= RS o ik

AR N AT N T QI i [ E O (4 Gt ] |1 g e s e R )
Eotol Ul TR AN RER R, & 19068 UL H?\LMLJ 4 PR
batds Fr AN (bR, ol wheh AN S mivEsto R B BitRe] ko)
ifftstodob sheba A ZbEICh Rk 1990 of -WTEA[&J;%’H@M&HM;J of i+ hufy
B a1, 1995K1 el o AGCACRIEY (Y8, o) A - Wi rEIly] wEol 1986 el i
¥ bary e M2 LR THEES dfe] Basit)

1. Purpose of Study

The marine insurance provisions, Chapter 12 Article 216 to Article 256, have been
legislated as @ part of the Maritime Code of the People’s Republic of China
(hereinafter called the MCC) which came into force on July 1, 1993, The Insurance
Law of the People’s Republic of China (hereinafter called the ILC) has been
promulgated and came into force on October 1. 1995, in which property insurance
provisions have been legislated as an important part.

The People’s Insurance Company of China (hereinafter called the PICC) is the
biggest insurance company in China. In Chinese marine insurance market, the PICC
Clauses are still the main clauses used by the other insurance companies in China.

So this study aims to make basic interpretation of the rules of the PICC Clauses in
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comparison with the Institute Time Clauses Hulls 1983 (hereinafter called the ITC).

Even if the PICC Clauses are used as an agreement of contract of hull insurance
in the Chinese marine insurance market, the formatting of the PICC policy is
different from the ITC-Hull policy. However, the PICC Clauses are interpreted and
applied according to the same principles as the ITC, that is to say, the PICC
Clauses must be clarified with the basic principles mainly adopted from the English
marine insurance law and practice.

2. Method and Scope of Study

The study of the PICC Clauses shall be carried out with the analysis of the
PICC Clauses clause by clause and also with the comparison with the ITC where
necessary. The PICC Clauses are reproduced in full as Appendix 3, but each clause
is quoted in boldfaced type prior to its explanation.

The PICC Clauses shall be interpreted on the basis of the principles of the MCC
and the ILC and also on the basis of the principles and cases of the English law
and practice.

The detail scope of the study is limited upto the concept and construction of the
PICC Clauses and agreement elements of marine insurance contract, special clauses
and legal effect of the contract.

3. Construction of the PICC Clauses

The PICC Clauses have only 11 clauses and the ITC consist of 26 clauses,
whereas the former have some clauses corresponding to the ITC, but in different
order. The corresponding relations between them are shown in the following table.

4. Main Contents of the PICC Clauses

4.1 Scope of Cover

In the PICC Clauses there are only two hull insurance kinds: Total Loss Cover
and All Risks Cover.
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ITC PICC ]
Navigation Shipping (Clause 4)
Continuation Period of Insurance (Clause 5.1)

DBreach of Warranty

Termination (Clause 6.3)

Termination

Termination (Clause 6.2)

Assignment

(No corresponding clause)

Perils

Scope of Cover (Clause 1.1)

Pollution Hazard

Scope of Cover (Clause 1.1.7.5)

3/4ths Collision Liability

Scope of Cover (Clause 1.2.1)

Sistership

Claim and Indemnity (Clause 10.6)

Notice of Claim and Tender

Dty of Insured (Clause 81) & Tender (Clause 9) !

General Average and Salvage

T

Scope of Cover (Clause 1.2.2)

Deductible

Deductible (Clause 3)

Duty of Assured (Sue and Labour?

[ty of Irsred (Uase 81 & Sape o Gover (Qare 1230

1 New for Old

Claim and Indemnity (Clause 10.3.1)

Bottom Treatment

Claim and Indemnity (Clause 10.3.2)

Wages and Maintenance

(No corresponding clause)

Agency Commission " Claim and Indemnity (Clause
Unrepaired Damage (No corresponding clause)
Constructive Total Loss Claim and Indemnity (Clause 10.2.3)

Freight Waiver

(No corresponding clause)

disbursements Warranty

(No corresponding clause)

Retums for Lay-up and Cancellation

Premium and Returmns (Clause 7.1)

War Exclusion

(No corresponding clause)

Strikes Exclusion

(No corresponding clause)

Malicious Acts Exclusion

(No corresponding clause)

Nuclear Exclusion

—

(No corresponding clause)

4.7.1 Total Loss Cover

As far as Total Loss Cover is concerned. the PICC Clauses have total loss only.
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Perils covered by Total Loss Cover are divided into two groups: perils being
subject to the exercise of due diligence in the operation of the ship on the part of
the assured, owners or managers, as the case may be; and perils not subject to

due diligence. The cover is similar to that of Clause 6 of the ITC.

4.1.2 All Risks Cover

All risks cover means that the insurer is liable for either a total loss or a partial
loss of or damage to the insured vessel, including collision liability, general average,
salvage, salvage charges and sue and labour.

The PICC Clauses divide All Risks Cover into three parts:

1) collision liabilities (Clause 1.2.1);

2) general average and salvage (Clause 1.2.2);

3) sue and labour (Clause 1.2.3).

4.1.2.1 Collision Liabilities

The PICC Clauses in Clause 1.2.1 stipulates that "This insurance covers legal
liabilities of the Insured as a consequence of the insured vessel coming into
collision or contact with any other vessel, or any object, fixed, floating or
otherwise”. And it also stipulates that "The Insurer’s liability (including legal costs)
under this clause shall be in addition to his lability under the other provisions of
this insurance, but shall not exceed the insured amount of the vessel hereby
insured in respect of each separate occurrence”.

When the insured vessel comes into contact with an object, this principle also
applies, that is to say, the insurer not only covers the contact with the vessels, but

also covers the contact with any fixed or floating object.

4.1.2.2 General Average and Salvage

This insurance covers the insured vessel’s proportion of general average, salvage
or salvage charges, but in case of general average sacrifice of the vessel, the
Insured may recover fully for such loss without first obtaining contributions from
other parties.
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Clause 1.222 of the PICC Clauses stipulates that "General average shall be
adjusted in accordance with the relative contract and/or governing law and practice.
However, where the contract of affreightment or carriage does not so provide, the
adjustment shall be according to the Beijing Adjustment Rules or similar provisions

or other rules”.

4.1.2.3 Sue and Labour

The PICC Clauses stipulate that sue and labour charges shall be paid by the
insurer in addition to the indemnification to be paid with regard to the subject
matter insured and the extent of the insurer's liability is limited to the insured

amount.

4.2 Exclusions

The excluded losses stipulated in the PICC Clauses are as follows:

(1) unseaworthiness including not being properly manned, equipped or loaded,
provided that the Insured knew, or should have known, of such unseaworthiness
when the vessel was sent to sea.

(2) negligence or intentional act of the Insured and his representative.

(3) ordinary wear and tear, corrosion, rottenness or insufficient upkeep, or defect
in material which the Insured should have discovered with due diligence, or
replacement of or repair to anv part in unsound condition as mentioned above.

(4) nisks covered and excluded in the Hull War and Strikes Clauses of this
Company.

Literally, the excluded clauses are more effective than the included clauses, but

the burden of proof lies on the insurer.

4.3 Deductible

Deductible is an amount or percentage specified in the policy which must be
exceeded before a claim is payable. According to Clause 3.1 of the PICC Clauses,
deductible does not apply to collision liability, salvage & general average and sue &

labour, it only applies to particular average.
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4.4 Shipping

The PICC Clauses do not cover loss, damage, liability and expense caused under
the following circumstances:

(1) towage or salvage service undertaken by the insured vessel;

(2) cargo loading or discharging operation at sea from or into another vessel (not
being a harbour or inshore craft) including whilst approaching, lying alongside and
leaving;

(3) the insured vessel sailing with an intention of being broken up or sold for
breaking up.

4.5 Period of Insurance

This clause restricts time policies to not more than 12 months. Cover will attach
and terminate at the time and date stated in the policy.

The PICC Clauses provide that in some cases if the assured gives notice to the
insurer before the policy expires, cover continues automatically, until the ship
arrives at the destination intended at the time the policy was due to expire. The
additional premium paid for the continuation is pro rata daily premium. In case of a
total loss of the vessel during such period of extension, an additional six months
premium shall be paid to the insurer. The additional six months premium includes
the additional pro rata daily premium paid for the continuation.

4.6 Termination

The PICC Clauses stipulate three circumstances where the insurance terminates
automatically as follows:

(1) in the event of payment for total loss of the insured vessel, which is a
unique provision in the PICC Clauses;

(2) at the time of any change of the Classification Society of the insured vessel,
change of, cancellation or withdrawal of her class therein, change in the ownership
or flag, assignment or transfer to new management, charter on a bareboat basis,
requisition for title or use of the vessel;

(3) in case of any breach of warranty as to cargo, voyage, trading limit, towage,
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salvage services or date of sailing which is the same as Clause 3 of the ITC.

4.7 Premium and Returns

Regarding premium and returns, the PICC Clauses are more beneficial to the
insured. If the insurance is terminated, premium shall be returned pro rata dailv net
for the uncommenced dayvs. But the ITC stipulate to return premium pro rata

monthly (Clause 22.1.1).

4.8 Duty of Assured

The PICC Clauses restrict that the insured shall give notice to the insurer within
48 hours upon receipt of advice of anv accident or loss to the insured vessel, and if
the vessel 1s abroad, to the insurer’s nearest agent immediately.

In accordance with Clause 10.1 of the ITC, it is expected that such notice will be
given with reasonable diligence as soon as the assured is aware of the accident,
but a recasonable amount of time will be allowed for the assured to verify the

reliability of the information.

4.9 Tenders

Invitations to tender must be sent to repair firms and no tender must be
accepted without the insurer’s approval.
4.10 Claim and Indemnity

This clause stipulates the time limit for claims and the measure of indemnity as
to total loss and partial loss. As to claim time limitation, the PICC stipulates to be

two vears, counting from the dav on which the peril insured against occurred.

411 Treatment of Disputes

In China, when any dispute occurs between the insurer and the assured and it is
necessary to submit to arbitration or take legal action, such arbitration or legal

action shall be carried out at the place where the defendant is domiciled. This
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clause will preserve the benefit of the defendant.

5. Conclusion

Through a rough study of the PICC Clauses I think that the Chinese laws should
supplement some provisions based upon the MIA 1906 and the ITC so as to fit in
with the needs of the development of the international ocean shipping. As
conclusion this thesis has pointed out the following main differences between the
PICC Clauses and the ITC:

(1) The PICC Clauses cover 4/4ths collision lability, but the ITC cover 3/4ths
collision liability.

(2) The coverage of collision liability in the PICC Clauses includes contact with
any object, fixed, floating or otherwise. However the ITC do not.

(3) According to the PICC Clauses, deductible only applies to partial loss;
However in the ITC it also applies to collision liability, salvage, general average
and sue and labour.

(4) As to claim time limitation, the PICC Clauses stipulate to be two years, but
the ITC have no such stipulation.

(5) The PICC Clauses provide that, where a dispute happens, arbitration or legal
action is carried out at the place where the defendant is domiciled. But the ITC is
subject to English law and practice.
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