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Since the last issue of the Shipping Network, I have
been visiting branches and speaking at branch
dinners both at home and abroad. The enthusiasm
of the branch committees and their active supporters
is clear to see and most infectious and I am in no
doubt that the professionalism of the Institute is
being well managed and promoted at every
opportunity. 

Branch activity, branch promotion and
marketing of the Institute through the branches is
the future of the Institute, but to succeed we must
have keen and enthusiastic Branch Office Bearers
supported by equally keen and enthusiastic
committee members. The branch is the link not only
between members and the Institute, but also the link
between local businesses and shipping interests and
the Institute.

I have said it before; we do not have to look very
far to identify potential new members, whether they
are colleagues, individuals or companies. Over the
last three months, I have spoken at seven branch
dinners. All the dinners have been extremely well

supported and at every occasion the opportunity is
taken to promote the Institute. At the assembled
gatherings there is always a disproportionate ratio
of members to guests, which allows the Chairman
the opportunity to preach to the unconverted who
are generally all involved in the shipping industry. 

I ask that all branches follow up potential
business by pursuing dinner guests and local
contacts. The underlying message conveyed at the
dinners is that the future of shipping lies within the
education and standards of those that work within
the industry and in the fact that the Institute of
Chartered Shipbrokers, as a professional
educational body, can and does meet such needs. 

There is no doubt that the Institute has a good
education syllabus, a good education and training
committee and good tutors, examiners and
assessors. We continue to expand education and are
well aware that we must maintain the relevance of
the syllabus in the ever-changing market in which
we all work. We have recently reintroduced a one-
day course on the Business of Shipping, which has
proved very successful, and will shortly be
introducing two further one-day courses in Liner &
Port Agency Business. We offer a balanced and
broad-based education package and I am firmly of
the opinion that to be capable of making an
informed and educated decision you must be able to
appreciate the wider picture.

As I write this, our students are embarking on the
annual examinations. By the time you read this, the
exams will be but a distant memory. This year we
had some 1,183 students registered worldwide to sit
some 3,000 papers. I can remember foregoing an
Easter Rugby Tour to Cornwall to study for my
exams. The inducement to stay at home and study
was ‘No Pass, No Pay’! I urge employers to support
their employees with course material and study time
and reward them for their successes. 

Continuing with education, the Executive
Council gathered in Colombo in February to attend
the Sri Lanka Branch 10th Annual Awards
Ceremony. This was indeed a magnificent occasion
with some 60 students receiving diplomas,
membership and fellowship certificates and special
prizes, in a ceremony that was well supported by
government ministers and academia. The message of
the importance of regulating the Sri Lankan
Shipping Industry to provide a quality service was
stressed. 

The Sri Lanka Branch is driving this forward
with great enthusiasm and setting the example that
if branches and their political leaders, shipping
professionals, members and shipping businesses can
come together then the Institute will have an
enormous part to play in the professionalism of the
industry and the setting of standards.

The Institute does indeed set high standards. Be
proud of it, tell others about it and by doing so we
will raise standards within the shipping industry and
create a stronger professional body.

Mike Abram
Chairman
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In a rousing speech delivered at the Scottish Branch
dinner in Edinburgh earlier this year, ICS President
Anthony Cooke reminded the industry that it is not
enough to ensure that seafarers are properly qualified.

“Shipping carries 95% of world trade. This is
expanding at twice the rate of world production. It
brings low prices to rich countries and work to
developing nations. The world demands high
professional standards of shipping. Shipping makes
huge efforts to ensure safe ships and well-qualified
seafarers. But is there room for improvement? What
about those on shore?

“The process of moving goods from one side of the
world to another requires many people, both ashore
and afloat, to work together as a team in the transport
chain. The quality of that team will be governed by its
weakest link.”

He acknowledged that many companies have
excellent management development, education and
training programs, but they often stop there, preferring
not to go that extra mile to make themselves a truly
professional firm as opposed to just a business.

“There can be no doubt that the shipping industry
needs professional high standards, both ashore and
afloat. But how can this vision of a fully professional

shipping industry be realised?” he asked. “It is the
companies in the industry who have the power to
make it happen. The people in the industry will be
guided by what their employers want. The Institute is
the means to realise this vision.”

The full version of this address can be found at
www.ics.org.uk.

Taste for testing  
It is very encouraging to report that the number of
candidates taking the ICS examinations continues to
increase year on year. This year, 1,183 candidates sat
examinations in 63 examination centres worldwide.
The results will be posted on www.ics.org.uk on
August 2. This year prizewinners will receive their
prizes at the Drapers’ Hall, London on September 30,
where the principal guest will be Torben Janholt, chief
executive of Lauritzen.

ICS Chairman Mike Abram used the spring meeting
of the Executive in Sri Lanka to announce that funds
from the Institute’s Education Fund had been
allocated for a scholarship scheme for the next three
years.

In a scholarship scheme named in memory of
MHM Ashraff, the late shipping minister, the local
branch will match the contributions made by the
trust fund.

Tapping into Asia
The Council has agreed that although based in
London the Institute needs to tap into the potential
growth of the industry in many of the strategic
concentrations of shipping worldwide, especially in
China and the Indian sub-continent.

The decision was reached after wide-ranging
discussions on agenda item ‘ICS from an
International Perspective’, which representatives of
the Far East branches were invited to the meeting to
discuss. 

Green for go
As part of the Irish Branch’s excellent initiative to
raise professional awareness in the shipping
industry, the Director General gave a presentation
on “Where the ICS fits into shipping’s complex
web”. 

Around 25 managing directors of shipping
companies based in Dublin attended this very early
morning presentation on education.

While in Dublin, the Director General spent the
morning at the learning institute IMIS. The syllabus
for their certificate reflects the ICS syllabus, which
is very encouraging. 
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Don’t forget
shore-based staff
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A landmark lunch  
Theresa May, shadow Secretary
of State for Transport and the
Environment, kept gathered
guests captivated in her address
at the inaugural Shipping
Lunch, co-hosted by the ICS,
Maritime London and the Baltic
Exchange.

The speech, delivered at
Butcher’s Hall on April 20,
confirmed the Conservative’s
backing of the tonnage tax,

describing it as a “shot in the arm”. 
However, she added that she recognised the “damage” that the

proposals to tax non-domiciles pose and as such the Conservative
Party would not change the tax regime for non-domiciled residents.

International
dimension of the

Institute
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The Christmas Cocktails and Certificate Award
Ceremony held in mid-December drew to a close an
active year for the Hong Kong branch. 

At this function, held at the Foreign
Correspondents Club in the heart of Hong Kong
Island, membership certificates were awarded to new
members in the presence of around 50 other
members and invited guests. 

Keen to continue in this vein, 2004 has so far seen
the branch build upon the developments of 2003
with active involvement in the education of those
involved in the maritime and logistic fields in Hong
Kong as well as providing guidance to students
embarking on the Institute of Chartered Shipbrokers
examinations.

In February, long outstanding committee member
KK Li delivered a short seminar at the Hong Kong
Polytechnic University to the students of the
Department of Logistics focusing on the development
of liner shipping. Several of the branch committee
members are also actively involved in giving evening
lectures in the ‘Ship Chartering and Related Business’
at the City University, leading to the award of a
“Continuing Education Certificate in Sea Transport”,
sponsored by the Vocational Training Council.

Legal implications of ISPS Code 
Hong Kong branch encourages the active
participation and involvement of various companies
to provide relevant presentations to branch members
and guests. 

The legal implications of the International Ship

and Port Facility Security Code was the topic for a
presentation to the Hong Kong Branch in March,
delivered by Martin Heath, Senior Partner of law
firm Clyde & Co.

Mr Heath reminded members that the definition
of port facility includes anchorages, waiting berths
and approaches from seaward, which in the case of
Hong Kong encompasses many areas outside the
main port and container terminals and, most
importantly, it also includes the mid-stream
operations whereby purpose built barges work cargo
alongside ships anchored or secured to buoys.
Approximately 30% of the containers handled in
Hong Kong are worked at mid-stream operations.

The Clyde senior partner then went on to discuss
the obligation for a carrier to exercise due diligence as
per the Hague/Hague-Visby Rules, and, as there have
yet to be any ISPS Code related cases, looked to the
way in which the courts have ruled upon the systems
requirements within the ISM Code and used a
possible future scenario onboard a container ship
involving due diligence with respect to the ISPS Code.
Mr Heath spoke of the various claims that could
materialise as a result of such an incident, and the fact
that the carriers would find themselves fighting a
claim for lack of due diligence in that they failed to
provide a seaworthy vessel due to the failures of the
onboard security system and implementation of that
system.

In concluding this scenario, he proposed the
courts would undoubtedly now be required to look
at the requirements of the ISPS Code when assessing
whether the carrier had exercised due diligence and
whether or not the carrier, or for that matter, the port
operator, should bear a greater responsibility for
what cargo is actually within containers loaded
onboard the vessel.

Hong Kong
goes from

strength to
strength

Around the world news   ICS

Awards dinner tops off a full year 
for branch

Double hulls: the debate continues
After decades of focus on tankers, aimed at reducing the threat of
spills by enforcing double hull legislation, attention has shifted to the
use of double hulls on bulk carriers for reasons of safety and the
survivability of the vessel rather than minimising pollution.

In January 2004, Mr Hans Viig, Senior Vice President of the
Classification Society Det Norske Veritas, gave a presentation to over
50 Hong Kong branch members and guests on the subject of double
hull bulk carriers and ballast water management.

Mr Viig used a series of slides to show how the modern day bulk
carrier is in fact a "delicate" vessel and not the strong sturdy ocean
going workhorse that had for too long been the perception. Risk to
crew on bulk carriers is significantly greater than the risk to crew on
oil tankers with the chance of foundering around 16 times greater.

A closer look at bulk carrier fatalities between 1978-1998 showed
that 45.8% had occurred due to side shell failure, with 9.4% due to a
collision, 18.7% had been due to hatch cover failure with failure of
other deck openings accounting for 3.5%.

Mr Viig then turned his attentions to the impact of thousands of
species of microbes, plants and animals that are transported in ship’s
ballast water. He warned about the dangers of carrying out ballast water
exchange incorrectly, which can lead to undue stresses on the structure
of a ship, and in the worst case the ship can break in two as was the case
with the bulk carrier ‘Flare’, with the loss of 21 crew member.
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The famous “Bibliothek” of the Hotel Elysee in
Hamburg was the venue for the German Branch
annual dinner, where ICS Chairman Mike Abram
was guest-of-honour.

In his speech, Mike Abram stressed the fact that
for young professionals in shipping education is
becoming ever more important as globalisation and
international regulations make the world smaller.

Mike Abram handed over the membership
certificates and congratulated the members newly
elected by Controlling Council. Excellent wine and
food rounded off a very special evening with ample
time left for all to enjoy the company and to
exchange the latest shipping news.

London 
In all, 33 students benefited from the popular exam
revision evening on April 7 held at Ince & Co office
by the London Branch. An enjoyable January “Dogs
Night” in Wimbledon will be followed by another
evening at Walthamstow Stadium on May 18.
Tickets cost £35 including entrance, races
programme and three-course meal for members and
guests.

Looking ahead, London Branch members can
look forward to free lunches at the “Marine
Broker”, Leman Street on June 23, September 22
and December 15. A Thames Summer Barbeque is
planned for early July and London Branch annual
dinner dance will be in November — see the branch
website www.icslondon.org.uk for events and
booking details.

Africa
South African Branch Prep weekend, a highlight on
the annual calendar, was held February 27-29. 

This year, 27 students and nine tutors attended
the weekend, which was once again held at
Glengarry Park, a venue situated part way between
Durban and Johannesburg. 

Accommodation in the resort, nestled in the
foothills of the Drakensberg Mountains, is in rustic
thatched bungalows, while the main dining hall is
used for the exam technique briefing, the mock
exam and the tutor feedback session. 

Students and tutors were spoilt with delicious
meals the entire weekend — everyone was a couple
of kilos heavier by the time they left on Sunday after
lunch. Hopefully the knowledge gain is far more
than the weight gain!

Irish
Under the Chairmanship of Vincent Kirby and the
Vice-Chairmanship of John Costigan, the Irish
Branch has begun a program of workshops and
seminars aimed at the continuing professional
education of the Irish branch membership. 

The first one on the subject of Bills of Lading was
given by the eminent lecturer Mr W Packard and

supported by the Bank Of Ireland and the Irish
Maritime Development Office. Then, Director
General Alan Phillips made a presentation to the
senior managers of the liner trades in Dublin. 

The next seminar, which took place in April,
developed the subject of Charter-Parties and Letters
of Credit. The Branch will hold its annual dinner in
Dublin and also will host the second annual golf
outing, which was very well supported on the last
occasion.

Liverpool  
In a four-course feast fit for a Saint, Liverpool
branch held its 40th annual dinner on April 23,
coinciding with Saint George’s Day, the patron saint
of England. 

Top table guests were given red roses to wear,
much to the ‘disgust’ of the Scottish and Irish top
table guests.

Keeping with tradition, the menu was best of
British fayre, with the Baron of beef paraded around
the room before being cut. For those not in the
know, the Baron of beef is a joint of meat consisting
of two sirloins, loins or legs left intact at the
backbone. The story goes that King Henry VIII of
England so liked it that he dubbed it “Sir Loin,
Baron of Beef”.

J o u r n a l  o f  t h e  I n s t i t u t e  o f  C h a r t e r e d  S h i p b r o k e r s

Dining in opulence

Calling all experts
In 1999, the Institute published a small booklet containing the details
of members who either had previous experience of giving expert
evidence in court proceedings, or in Arbitration Hearings, or who were
willing to act in that capacity.

The London Branch is now looking to update this booklet, which
proved to be very useful to solicitors and other case-handlers who
wished to instruct brokers from various maritime disciplines.

The members who appeared in the 1999 edition have all been
contacted and now the task is to establish from the membership as a
whole who else might wish to be included in the next edition. If you
have either acted as an expert in your particular field or if you feel
you would like to be so listed then would you please fax the
undersigned.

We wish to have experts listed representing dry cargo, tankers,
sale & purchase, liner, management and any specialty, such as heavy
lift and reefer.

It may well be that we arrange another Expert Witness Course if
demand warrants it.

Graham Clark, on behalf London Branch (National Chairman
1973/75 & 1983/85), Fax +44 (0) 1342 892800.

Liverpool Chairman Sebastian Gardiner, ICS Chairman Mike Abram and
Irish Branch Chairman Vincent Kirby enjoy the Liverpool branch’s 40th

annual dinner



6
J o u r n a l  o f  t h e  I n s t i t u t e  o f  C h a r t e r e d  S h i p b r o k e r s

Cypriots are no strangers to the Institute — they
have been members for over 50 years. But it was the
evolution of shipping and shipping-related activities
in Cyprus, especially in the shipmanagement sector,

and the subsequent rise in the number of members
residing in Cyprus that prompted the formation of
the Cyprus branch.

The inaugural meeting for its formation took

place on the March 7, 1996, and was attended by 17
members out of 29. Today, eight years later, the
membership has grown to 72, which represents an
annual growth rate well above the target set by the
Institute.

The members are engaged in various facets of
shipping, from shipowning to shipmanagement and
from chartering to agency, trading activities and
other services, including banking services.

The Cyprus Branch Executive Committee consists
of five elected members, who are actively involved in
the shipping industry and who are entrusted to
always look out for the best interests of the branch
and of the Institute. The committee meets at least
monthly to discuss various matters of interest and
organise the activities of the branch, while members
meetings are held quarterly. These latter meetings
provide the opportunity for members to be kept
informed on the latest developments of the Institute,
enhancing members’ knowledge with professional
seminars and lectures.

In Cyprus, the branch provides a focal point
where members can experience a sense of belonging.
It promotes all aspects of the Institute and as a
strong, cohesive group has an influence on local
shipping matters, stimulating local community
interest and trade recognition. ICS Cyprus locally
reinforces the international standard-setting
reputation of the Institute, which in turn strengthens
the feeling of value that members place upon their
qualification.

Most of the companies that Cyprus Branch
members are engaged with are members of the
Cyprus Shipping Council, which is a high profile
representative body of the industry in Cyprus. In
fact, two of our fellows, Nigel Cleave, Managing
Director of Dobson Fleet Management and myself,
are elected members of the Board of Directors of the
CSC. Through the CSC, members and their
companies are represented to national and
international bodies.

Since the aim of our Institute is “setting the
highest standards of professional services to the
shipping industry worldwide through education and
example”, the Cyprus Branch, jointly with the CSC,
promotes training and encourages young people to
study and to take the ICS examinations.

What we, as a branch, consider a real success,
however, is the establishment and promotion of the
Distance Learning Course “Understanding
Shipping” where the response has been more
encouraging than originally anticipated. The course,
which the South African Branch initially developed,
was extensively amended to suit the requirements of
the local shipping community and we are proud to
say that in its fourth year, course participants
continue with undiminished zeal. 

The Cyprus Branch and Cyprus as a whole now
face the new challenge, as of the start of May, of
joining the European Union as a full member. Our
members and our country as a whole are preparing
themselves to sail through uncharted waters. We
have to wait and see how the course holds, but we
are nevertheless ready to face all challenges with
enthusiasm. 

Keeping up
a timely

tradition

Regional focus  Cyprus

Chairman of the ICS Cyprus Branch
Andreas Neophytou looks back at the

beginnings of the branch

“Our membership has grown to
72, which growth represents an

annual rate well above the target
set by the Institute”

Ships berthed at Limassol port
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Maintaining a safe and secure place of work for
seafarers and port workers is crucial, but why is
there the need for so much red tape?

That is the question asked by Andreas
Neophytou, General Manager at Marlow
Navigation, who agrees with the need for the
International Ship and Port Facility Security Code,
but finds it hard to justify the additional officialdom.

“We agree with the need for ISPS, for security
reasons,” he tells Shipping Network. “However,
ISPS for cargo ships is too much paperwork. It all
boils down to locking, gangway watch and patrols
and we believe that this could have been achieved
with much less bureaucracy.”

While he is confident that Marlow is prepared for
the code, he admits that the early deadline of July 1
has caught the industry on the hop. However, there
is little alternative given the political pressure and

security concerns that now plague the maritime
industry.

With the ISPS Code furore gripping companies
throughout the sector it would be easy to forget that
business needs to continue as normal if operators are
to hold their top slots in the shipmanaging market.
To that end, Marlow is searching for eastern
promise.

“Our efforts are focused on our company’s aim to
expand its shipmanagement services to the Far East
Areas,” explains Mr Neophytou. "In this respect we
are targeting a presence in India and Hong Kong in
the short term.”

And closer to home, in the Cyprus market, there
is one important aspect to Marlow that sets it apart
from the rest. The company chooses to focus purely
on third party management status, shunning the
more popular involvement in shipowning activities.
This, points out Mr Neophytou, allows it to avoid
“conflicts of interest”. 

“Our neutrality gives us free rein and the ultimate
flexibility to run our operations in ways that we may
deem necessary and without any external
influences,” he says.

When asked if he believes that the EU
membership of Cyprus will change the shipmanage-
ment market, he specifies that the “attractions” of
Cyprus as a shipmanagement centre will remain
despite Cyprus’ entrance to the European Union
fold, which took place officially on May 1, although
Mr Neophytou is not ruling out any future pressure
on change from the EU.

Having sat the ICS examinations, Mr Neophytou
is clear on the importance of education.

“Education is high priority to Marlow. We
encourage our employees to take various
educational courses and attend training seminars
inland and abroad. Specifically, nearly 40 staff
members have already undertaken the Institute’s
Understanding Shipping course and our aim is for as
many Marlow staff as possible to follow the
Understanding Shipping examinations.

“We also sponsor any person from our staff that
wants to take the ICS courses and exams. Our
company presently employs four members of the
Institute and there are two employees presently
undertaking the ICS qualifying exams.”

The ICS offers Marlow the specialisation it seeks
and the syllabus is customised to the particular needs
of the shipmanagement market, Mr Neophytou
adds. “For our shipmanagement sector, this
thoroughness becomes more important since we
cover all shipping activities in the services we
provide.”

But education alone is never enough and this is
certainly true in an industry that is increasingly
pressurised by regulatory burdens. This is something
that Mr Neophytou has observed over his career,
which has led him to offer the following advice to
new entrants: “Maritime industry requires total
commitment. Any deviation from that may result in
career disappointments.” And with so many hurdles
facing the sector, that commitment will be needed
now more than ever.

J o u r n a l  o f  t h e  I n s t i t u t e  o f  C h a r t e r e d  S h i p b r o k e r s

Cutting
through the

red tape
Let’s reduce the paper mountain says

Marlow Navigation’s General Manager
Andreas Neophytou
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Without doubt, this year’s hot potato for
shipmanagers must be the International Ship and
Port Facility Security Code. As a shipmanager, do
you feel prepared for ISPS? 
“As a company, last year we started to build up a
syllabus for ISPS Code training, which was
successfully undertaken by our very own Hanseatic
Marine Training School and which was approved by
various administrations. We then ‘trained the
trainers’ in our various worldwide agencies so that
all the assigned Ship Security Officers were trained
before joining their vessels.”

So for you, July 1 is a workable deadline?
“Yes, the plans for all our vessels are ready and have
been approved by all the various classification
societies and implementation and external
certification is expected to be finalised by end of
May, ahead of the deadline.”

What about the new Cypriot tax regime? You’ve had
one year operating under the rules — have you
witnessed any change in business?
“The new tax regime has not actually changed the
situation for shipmanagement companies. As you
know, since the change of the tax law in Cyprus in
1999 we have been taxed on the tonnage of the
vessels we manage and do not pay corporation tax.
This has been accepted by the European Union and
will continue unchanged with respect to crew
managed vessels for another three years. The vessels
under technical management where the operator is
in fact the shipmanager has been accepted as a
permanent solution and we are taxed on the tonnage
of the vessels. The service sector on the island, in
particular shipping, will not be affected and the
island remains quite attractive to expatriates.”

And regarding European Union membership, how
has that affected the shipmanagement market in
Cyprus, if at all?

“I believe that the market for the shipmanagement
industry has not been affected and will not be on
account of the Cyprus accession to European union
for the reasons that I have outlined above. The
taxation aspect of companies and personnel and the
expected future expansion of the Cyprus flag, on
account of the greater utilisation, give a lot of extra
support to the shipmanagement industry market.
Cyprus is and will remain the biggest centre of third
party managed fleet internationally.”

Clearly, ISPS and EU membership will make the
next few months very interesting for the Cypriot
market. So, what are your plans for Hanseatic
Shipping in the next 6-12 months? 
“Hanseatic’s plans for the coming months or year
for that matter are not any different from what we
have been doing for the last 32 years of operation.
We want to continue to offer the highest quality
service at a reasonable operating cost to owners,
continue our efforts in training and in upgrading our
seamen — the key issue to the operation of vessels.
We also want to continue to explore new areas for
marketing our business and finally explore new
areas of recruiting.”

So expansion is on the cards?
“The company will continue to grow organically —
a result of the successful ship operations anticipated
by the owner clients of our company. The number of
vessels under full and part management is 213 with
approximately 15 more expected to join within this
year.”

Turning to education, what importance does
Hanseatic Shipping place on training and learning?
“We consider that the value of education, whether
internal under training and induction courses or
external, is immeasurable. We have always valued
ICS qualified personnel for their professionalism and
the extent of knowledge they have. Also, we have
always been supportive of the ICS courses and have
encouraged a number of our personnel to study and
take the Institute exams. We will certainly continue
to do so in the future too.”

So you have sat the exams yourself?
“I have not sat the exams myself. To be honest, time
never did allow it and, in past years, I chose to
concentrate in the sphere of my own qualifications. I
am a fellow of the Association of Chartered Certified
Accountants as I previously had the responsibility of
the financial control of the organisation before
becoming Managing Director.”

If sounds like education is the important, but what
about experience?
“My advice to those that have an academic
background, is that a professional qualification will
allow them to further their education and gain
experience. If this qualification is not in accountancy
then it has to be the ICS professional qualification. I
value the syllabus extremely highly, as it provides the
foundation for a solid career in the industry.”

Managing 
the risk

Andreas Droussiotis, Managing Director
of Columbia Shipmanagement, talks to
Carly Fields about the road ahead for

Cyprus shipmanagers
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Over the last six months, the Cyprus Shipping
Council has concentrated its efforts in Cyprus
completing European Union harmonisation success-
fully, the shipping chapter being effectively “closed”
in May 2001, and safety and the revised state aid
guidelines to maritime transport (“tonnage” tax)
receiving much prominence.

On the international front, the council has also
concentrated on the effective implementation of the
International Ship and Port Facility Security Code,
among other issues of an international character.

The council has actively monitored harmonisa-
tion with the EU acquis in terms of both safety and
taxation for shipping. On the former, Loyola De
Palacio, Commissioner for Transport and Energy,

has openly praised the Cyprus Maritime
Administration for its efforts “to bring its shipping
register to the highest possible standard”,
mentioning also, that Cyprus is on the “right track”. 

The council is confident that Cyprus’ taxation
system for shipping is not only in line with current
EU practice, but remains attractive having
maintained its competitive character. It is not to be
forgotten that the European Commission
appreciates the competitive pressure shipowners face
in international shipping and has recognised the
necessity for fiscal measures in support of EU
shipowners, and also shipmanagers, who follow
good practice and maintain quality standards. 

Moreover, the revised EU Guidelines on State Aid
for Maritime Transport, recently released this year,
are particularly encouraging for Cyprus’ case,
having extended fiscal measures (taxation schemes)
traditionally applied to shipowners, to take into
consideration the shipmanagement sector for the
first time. The inclusion is of particular importance
to Cyprus, where third party shipmanagement ranks
higher than any other location in the world. Cyprus’
Merchant Shipping (Fees and Taxing Provisions)
Law of 1992 as amended, can therefore be seen to
comply with the new EU Guidelines and policy for
state aid to maritime transport.

Moving on to developments not only of a local
nature, but also of concern to the international
shipping community — the ISPS Code, with a
deadline for implementation of 1 July 2004, has
certainly been one of the council’s working
priorities. The CSC set up an Ad-Hoc Security
Working Group in January 2003 to consider the
implementation by its member companies as well as
the Cyprus flag, the intent being for members-
companies to exchange information and views on
the implementation of the code and provide the
Cyprus Maritime Administration with the
industry’s views. The Working Group has proved to
be very beneficial.

Singing from
the same

hymn sheet
Michael Papadopoulos

highlights the current focus of the
Cyprus Shipping Council 

ICS   Regional focus

CSC Secretariat: L to R: Michael Papadopoulos, Alexandros Josephides, Lefki Panayiotidou, Thomas Kazakos, Amalia Kyriakou, Ben Casey, Panayiotis Hannas, Annita Demetriou



With an intricate network of waterways and rivers,
it is hard to believe that the United Kingdom has let
its once-loved inland waterways slip into obscurity.
But slip it has, and the reversal of this decline has
become the modus operandi for newly-created Sea
and Water, an organisation promoting the benefits of
these alternatives transportation routes.

Shipping Minister David Jamieson officially
launched Sea and Water in July, with the eminent
Professor James McConville at the helm. Mike
Elsom, previously of the Baltic Exchange, joined in
November to manage the organisation.

In an industry that is often misunderstood, Mr
Elsom knows he faces an uphill battle to shift the
decades of rot that have led to the UK’s roads
becoming more congested.

“The argument is that 96% of our imports and
exports go by sea, so what an earth are we doing
promoting it! Yes, that’s true, but there are probably
things we can do that will be a bit more clever,” he
says. “There are also arguments that 70% of
containers that come into the UK come into the
southern ports, but 80% of those then go on a truck
and head up to Birmingham or north of
Birmingham.

“We’ve got some 600 ports around this country
and probably only 100 that handle commercial
goods, but we’re not using them to the extent that
we should and there’s an argument for increasing the
feeder services and using other ports.

“The UK attitude is that we don’t need to
promote shortsea shipping as everything comes in
and out by sea. That’s a point of view, but I think we
can go further than that and we can use our coastal
shipping and inland waterways much more.”

Up in Nottingham, Mining company Lafarge
Aggregates has set a positive example to follow. The
company mines aggregates in a quarry near
Nottingham and transports them to Wakefield, a 70
mile journey, for the buildings industry. The
company has made the switch from lorries to barges,
using the River Trent to transport the goods. Lafarge
claims to have taken 25,000 lorries off the road each
year by doing this. 

“That echoes what we’re saying,” says Mr Elsom.
“We’re not saying that water is the answer on its

own because I don’t think it will be. On most supply
chains you have a road or a rail leg. What we’re
saying is that we’d like to make those legs shorter
and make the sea legs longer.”

Lafarge was assisted by a government Freight
Facilities Grant, a little publicised form of funding
available for capital expenditure. However, the
government is looking to expand FFGs to cover
operations as well, a proposal that is expected to
shortly be agreed by the commission. Sea and Water
is planning to host a seminar or workshop on
funding schemes, which is scheduled to take place in
June to provide guidance on all the funding
available.

On the operational front, the organisations’s
advisory board reads like a who’s who of shipping,
with big hitters such as Ft Everard & Son Chairman
Michael Everard CBE and the Institute’s own
Director Alan Philips.

“It’s very important to us to be an industry-led
and industry steered organisation. We’re really lucky
that Bo Lerenius, ABP, said that he would be our
President. Then, we have the two committees, twelve
members on each, all of whom are from throughout
the industry. We already have organisations that
represent carriers, ports, brokers, but there’s never
been an organisation that has representatives from
all the sectors.”

The two-pronged push for this unique
organisation came from the shortsea and inland
waterways industries and the government.

“The inland waterways said they wanted an
umbrella organisation, but similarly, the shortsea
industry said ‘look we have 15 members states, 14 of
these have an organisation dedicated to promoting
shortsea shipping, and we haven’t got one’.

“The other push came from government as they
were finding it impossible to consult the waterways
industry.” He also points out that the Institute of
Chartered Shipbrokers did a lot of the groundwork
for the creation of Sea and Water.

There will, of course, be eyes rolling at the
thought of yet another organisation in the shipping
industry, but Mr Elsom counters the argument that
there are too many organisations and not enough
action.

“Yes, we are another organisation that wants to
be a membership organisation. We’re sponsored so
we can keep our membership fees low and we like to
cast our net as wide as possible. But, yes we have to
prove that we add value or we simply won’t be here
in three years time. To get people to shift from road
to water is a long-term aim and is going to take a
while. We can’t say within one year of operating
‘look what we’ve done’.”

In the short term, he plans to promote members’
interests to government and to bring together the
disjointed waterway industry. Mr Elsom has already
crossed one major hurdle with the creation of this
organisation, proof enough that the long-overdue
revival of the UK’s inland waterways is firmly in
motion.

Mike Elsom is the Managing Director of Sea and
Water and can be contacted on +44 (0) 20 7928
9090 or info@seaandwater.org.
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Harnessing 
Britain’s 

waterways
Sea and Water’s Mike Elsom puts the

case for the UK’s water freight industry
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There was a time when, as a
shipowner, you’d look to your
bank to provide you with an
operating account, handle
your receipts and payments,
and stump up the occasional
loan to purchase a new ship.
The good news is that you
still can. The better news is
there’s a lot more you can ask
for if you know who to ask.

The most obvious field in
which most financiers and
their customers have
developed increasing levels of
sophistication is in the area of
treasury and risk
management. It would be rare
now for any institution to
offer a ship finance loan
without a corresponding
interest rate swap line to
hedge against future
fluctuations in rates, together
with advice and products to assist in managing
currency exposures. 

Also useful is a liquidity management strategy to
avoid your surplus cash just being placed in a plain
vanilla deposit account. Ideally, it should be
deployed across a range of low-risk products,
including collective investments such as liquidity
funds trading in short-term AAA-rated paper. This
can maximise your returns without compromising
your security.

You may also find that your bank can provide
other risk management products. These might
include marine insurance services covering not just
hull & machinery and protection & indemnity
insurance but also a wide range of policies such as
Timecharter Default Insurance in case your charterer
gives up the ghost, or Storm Insurance to
compensate you if your profits are blown away!

Having mitigated the risks on your existing
business, you now need to be thinking forward,

planning your next move and a longer-term strategy.
Why pay for research reports when much of the
information that you need can be provided at the
expense of your bankers? This should typically
include global and regional economic analysis, as
well as industry-specific and country-specific
reports. 

A bank with a strong research capability in your
industry can save you a lot of time and money - so
that you can afford to pay for exclusive research
focused on real opportunities (which certain banks
can also provide). This may identify other companies
suitable for acquisition, or new initiatives in different
sectors or geographic regions to expand your
business organically. Your bank may even offer a full
range of shipbroking services to buy and sell ships on
your behalf, commission newbuildings direct with
the world's best shipyards, and arrange spot and
term charter employment. 

As your company grows, you may wish to
diversify your sources of funding, bearing in mind

the particular activities you
are developing. There is a
plethora of choices, including:
• syndicated finance to
harness the balance sheet
power of several banks;
• bond markets to access
funding from institutional
investors;
• export credit agency
guarantees to reduce costs by
enhancing credit risk;
• structured finance, such as
leasing, to improve tax
efficiency;
• islamic finance, which may
be available depending on the
underlying business.

You will also need a bank
that has hands-on experience
in the countries and territories
where you will be doing
business, that can make local
introductions, and sort out

the local banking needs for your business and your
staff you wish to relocate there. The bank should
even be able to advise on local etiquette, which may
save you from chewing your way through endless
plates of fried eels.

And when the strategy is fully rolled out, you will
expect your bank to understand your business in
detail and have the tools and distribution capability
to launch an Initial Private Offering of your
company. 

Finally, when that has been swimmingly
successful too, have a quiet word with your private
banker to ensure that you are investing your own
money wisely.

Gone are the days of traditional ship finance!

Simon Deefholts is the Director, Shipping
Transport & Logistics in the Investment Banking and
Markets section of HSBC. He can be contacted on
simondeefholts@hsbc.com or +44 (0)20 7991 2863
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On July 1 2004, the International Ship and Port
Facility Security Code will come into force,
presenting agents, brokers and shipping companies
alike with a new challenge. 

The code, adopted by 40 members of the
International Maritime Organisation in 2003.
contains detailed security requirements for shipping
companies and ports, all of which will have an
impact upon agents.

The objectives of this code are to establish an
international framework involving co-operation
between governments, agencies, local adminis-
trations and the shipping and port facilities, to detect
security threats and take preventative measures in
ports and ships involved in international trade. In
doing so, each of the respective parties involved will
be assigned responsibilities for ensuring maritime
security and ensuring there is early collection and
exchange of security related information.

This code applies to all passengerships,
cargoships of 500 gross tonnage and above and
mobile offshore drilling units. Port facilities serving
these ships on international voyages will also come
under the guidance of the code.

The impact that the implementation of, and
compliance with the code will have on the
operations within the industry is significant and
should not be underestimated. For example,
shipping companies will be required to develop,
document, test and gain third party certification for
the security measures they have on each ship. As
defined in the code, at least one designated company
security officer will be required, as well as individual
ship security officers, who between them will be
responsible for all aspects of ship security and the
necessary liaison with port authorities and
governments.

Implementing the code will have a significant
impact upon the day-to-day operations of a shipping
company. The code sets out detailed prescriptive
requirements that raise issues and questions for
shipping companies, many with hidden long-term
benefits.

These increases in security measures are likely to
bring about increased costs. Whether this will be
passed on to the agents and brokers, and
subsequently the end user, remains to be seen.
However, with the current shipping economy being
strong and demand for services high, one would
expect this situation to materialise.

If this is the case then agents must ensure their
promotional literature highlights the increased

security levels that have raised the costs. However,
agents must be careful not to keep altering their price
brackets as shipping companies adjust to
accommodate the increased security measures.
Thorough consideration must be given to changes in
shipping costs before pricing strategies are changed.
A failure to do so could result in agents losing
customers.

The factors that will have the greatest impact
upon the costs incurred by shipping companies
include the operational management or knowledge
systems, which monitor the cargo being carried on
behalf of customers. These systems will be crucial
and managers must assess whether the current
system provides the detail they need. While this can
be seen as an additional administrative burden,
improved information may assist in invoicing
customers earlier and hence improve working
capital.

Another question centres on whether the existing
systems and processes are adequate in monitoring
and assessing the security of ships. Some
requirements of the code may already be carried out,
albeit not documented or tested in the manner
required by the code. Therefore consideration and
potential modification of existing systems is
essential.
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Leave no stone unturned
ISPS challenges will affect everyone in the shipping chain, including brokers and
agents, warns KPMG’s Tony Cates
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Each ship must carry a ship security plan
approved by the local shipping administration,
highlighting the procedures involved during times of
heightened security alerts. The plan should at the
very least, address all of the following:
• measures designed to prevent weapons,

dangerous substances and devices intended for
use against persona, ships or ports;

• identification of restricted areas and measures for
protection of unauthorised access to them;

• measures to prevent unauthorised access to the
ship;

• procedures for responding to security threats
• procedures for responding to any security

instructions that contracting governments may
give at security level three (the highest level of
security);

• procedures for auditing the security activities;
• procedures for reporting security incidents.

Internal audit resources will therefore, become
increasingly important. It is fundamental that
internal audit resources are reviewed to ensure the
testing and subsequent reporting of the security
procedures are in place. Records of a variety of

activities from the ship security plan will need to be
kept on board for a period of time specified by the
local shipping administration. These include security
threats and incidents, breaches of security, internal
audit and reviews of security activities and
communications relating to the direct security of the
ship.

The implementation of the code stresses the
importance of companies throughout the shipping
supply chain, to be able to cope with change. The
changeable political and environmental
environment is resulting in the need for companies
who operate on a global level to become
increasingly flexible. 

The shipping industry is one that has had to
regularly adapt to change, whether caused by
political, legislative or technological developments
and the companies that are successful today are
those that have coped best and indeed have thrived
on change. Changes in the business environment
should not be viewed as a hindrance, instead they
should be considered by companies as a chance to
differentiate themselves from their competitors. In
a market such as shipping, where the product is

akin to a commodity, differentiation is a positive
selling point.

For the shipping industry, the introduction of
the ISPS code presents a significant change to the
operating environment and the key in gaining
benefit from change centres around how well
managed it is. Companies should not lose sight of
the fact that the ongoing business needs to be
maintained, and the existence of a separate project
team will help to ensure that the rest of the
business maintains this focus. As a result, specific
project teams should be put in place to develop
strategies for implementing the code and for
ongoing measurement of progress. Such a project
team needs to have buy-in from senior
management and be accountable for the implemen-
tation of the programme. 

The key focus of an ISPS project needs to be on
implementation of the changes to systems and
processes to ensure that the detailed requirements
of the code are met. However, other considerations
of the project team should include:
• corporate governance — while the implemen-

tation of the ISPS code will provide additional
physical assurance over operational activities of
shipping companies, this should not be the
detriment of the existing internal controls that
are relied upon. For example, companies need
to ensure that there is sufficient internal audit
resource in place to service both ISPS and
existing internal control assurance
requirements;

• human resources — to the extent that systems
and processes will change, companies will need
to ensure that there is sufficient and appropriate
communication of and training for, these
changes;

• cost — the aim of the project needs to be to
implement the ISPS code in order to ensure the
service to the customer is enhanced while
delivering compliance with the additional
requirements in the most cost-efficient manner.
A failure to implement the code could result in

shipping companies seeing their trade options
severely restricted as some ports and jurisdictions
begin to put into force the regulations listed in the
code. This could arguably result in agents having
to deal with an elite group of shipping companies
who are abiding by the code and therefore have
access to all ports. 

Until the code comes into force, however, we
will not know the true impact. It is likely that some
jurisdictions and ports will enforce the code more
rigidly than others but until June 30 2004, this
cannot be truly established. Whatever the outcome,
it is imperative to prepare your business for the
changes. 

Tony Cates is global head of shipping at
professional services firm KPMG and has experience
advising companies across a broad range of
industries, including shipping, on acquisitions,
disposals, debt and equity fund raising and
flotations. Contact him on +44 (0) 20 7311 6366 or
on antony.cates@kpmg.co.uk.
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instead they should be considered by
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themselves from their competitors”
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It is a waiting game now for the students of Maritime
Education & Training Ltd as they second-guess their
ICS examination results. 

With the evening classes now over and the
examinations taken, the lecturers are back at their day
jobs and the summer holidays beckon. However, come
August 2, 2004, all eyes will turn to the ICS website
where the results will be posted.

The METL term ended in March after 24 weeks of
study covering 264 classes. Congratulations must go to
the many students who attended each and every week,
battling the London transport system, the pressures of
work and bad weather.

Term ended with a bang when Martin Stopford,
Managing Director of Clarksons Research, delivered
his lecture, certainly one of the highlights of the year,
to the students.

Dr Stopford enthralled the 40 plus class, including
London-based TutorShip students, with his lecture on
his views on the tanker, dry cargo and container
markets, which was simply entitled Shipping Markets.
And the students were not the only ones paying
attention that evening, as sitting at the back of the class
was the Chief Executive of the Baltic Exchange, Jeremy
Penn. Afterwards, Mr Penn commented: “It was
impressive to see so many young people attending a
high-powered lecture after doing a full day’s work.
Martin Stopford is of course unique in the shipping
market so it was good to see such a turnout. At the
Baltic Exchange we are enthusiastic about the ICS
examinations and their role in the industry.”

Cecile Chevallier, Operations Assistant in the
tanker/LNG division at Mitsui OSK Bulk Shipping

Europe, added: “The lecture delivered by Dr Stopford
was very instructive for all the students preparing for
the ICS examinations, it covered the main shipping
markets with the latest trends and forecasts. He gave
plenty of examples which made the lecture lively and
easy to understand, I will certainly remember the
comparison of shipping with the game of poker —
simple rules but a lot of permutations and
probabilities!” 

PREP — the final throw of the revision dice
Warwick University welcomed its annual ICS PREP
attendees in March for a weekend of last-minute
revision and networking. A high turnout included
many of the METL students along with nearly 70
students from all parts of world. 

The weekend not only provided first class tuition
but gave the students the opportunity to form
friendships which will serve them well throughout
their shipping careers. 

METL student Alexis Marcq, a trainee in the Dry
Cargo Panamax division at Clarksons, reflected:
“Examination preparation is never going to be the first
choice for a weekend and this is particularly true of
exam preparation in Coventry. This was where a
group of 70 odd ICS trainees found themselves for a
few days of intense revision, networking and general
good times. 

“Somewhat surprisingly, I had a bloody good time
and it was a perfect environment to get to know some
of the youth in the shipping industry. The quality of the
teaching was very good, all of the lecturers having had
professional experience in the shipping world and we
were given some very useful pointers. There is no
doubt that the weekend was invaluable in helping us to
prepare for the fast approaching exams.”

Keeping a poker face
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METL’s Rita Barnish reflects on the end
for this year’s ICS hopefuls 

Back on the roller coaster
Looking ahead, the 2004/2005 METL evening classes will commence
in September 2004 preparing students for the ICS examinations in
April 2005. For further information on enrolling please email
admin@metl.info.

Stopford engaged students and professionals alike in his METL lecture
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A common misconception among some chartering
brokers is that the sale and purchase broker has a
relatively easy life. How difficult, they ask, can it be
to conclude just a few deals a year as an S&P
broker, when others have the constant pressure of
the next fixture? They are also quick to point out
the amount of time the S&P broker may spend
travelling to visit clients while they stay close to
their desks. 

While it would be easy to dismiss this as sour
grapes, I am sure that most of them would
probably be prepared to admit that they don’t
understand the sale and purchase world.

Having spent time in both sides of the broking
world it is clear that to succeed in either discipline
you need intelligence, application and high
motivation. But there is a fundamental difference in
psychology between the chartering broker’s role
and his sale and purchase counterpart, which
highlights why the sale and purchase world is at
least as demanding but ultimately the more
rewarding and glamorous role. 

Quite simply, the difference can be summed up
by the by the fact that while an owner will always
need to charter his vessel an owner does not
necessarily need to purchase a vessel. Consequently,
a chartering broker may miss a fixture but he can
always console himself that there will always be
another fixture around the corner. This is
applicable whether the market is good or bad as the
owner will always seek to keep his vessel working
and avoid the idle time. 

In contrast, there are no such guarantees or
securities in our business. A sale and purchase
broker may spend weeks of time, effort and
expense in marketing a vessel and persuading
owners to consider a potential purchase. This may
be followed by the broker arranging physical
inspections of the vessel at the next convenient port
inspections of its class records. The next step will
be to present a firm outright offer on behalf of a
buyer and hopefully successfully negotiate the sale
on his behalf. However, there are many potential
pitfalls in this sequence and even if you get as far as
the negotiation there is obviously no guarantee of a
successful outcome. Weeks of effort can be in vain
without any reward, taking you back to square
one. But a sale and purchase broker has to get used
to such disappointment and put it behind him and
chase the next deal. 

Literally, the sale and purchase broker plays for
broke but when he succeeds the satisfaction in
securing a good deal for a client and the company
overrides any other disappointment and it is simply
the main stimulus that drives us forward to the
next deal. This is the speciality where the big deals
are cut and the opportunity exists to help shape a
client’s long terms strategy. It may take a number of
years in building up a relationship with a principal
before he gives you a chance — this may seem
harsh but it has to be remembered that these are the
most important strategic decisions an owner will
have to make so he will be extra careful whom he
trusts. Of course, helping an owner reach the right

Chasing
the elusive

deal
JE Hyde’s James Harrington dispels a few

myths about sale and purchase brokers

Education   Sales and Purchase
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decisions will also encourage him to seek your
expertise on the next transaction.

I have often been asked how the sale and
purchase world has changed over the years. 

Like most industries, the sale and purchase
market place is an ever-evolving market place. And
the effect of the Information Technology age has
not only created a faster changing market place but
also a smaller shipping world with broking shops
more inclined to expand their direct client lists as a
result. Our tools of communication are noticeably
different to ten years ago when telexes and faxes
were still the order of the day. At the time, older
brokers still reminisced about the halcyon days
when business was conducted by just telex and post
with the odd telephone call pre-booked with the
international operator but scheduled so that lunch
was not inconvenienced.  

The arrival of the email age threatened the
redundancy of brokers worldwide as companies

rushed to introduce their websites platforms and
encouraged shipowners to trade directly and cut
brokers out. However, this concept was as
shortlived as the internet bubble, but its legacy has
been to highlight the importance of the role of the
sale and purchase broker and the data that broker
uses. 

The timing of information is paramount to its
usefulness. These days, shipowners are bombarded
with information from every direction, by email
and other media, and they are increasingly reliant
on their broker to assimilate and summarise the
market news, sales and trends on their behalf, in
order that they can make well-informed judgments.

The advent of the mobile phones has also
speeded up communications and sale and purchase
activity. I recall when we received the first mobile
phone in the department of my former company –
yes just the one for the whole department was
deemed necessary by our boss from Yorkshire as
they were so expensive! Of course, within six
months we all had phones as clients insisted we
carried them. 

So what about today’s challenges? The shipping
market is enjoying a golden period especially on the
dry bulk side. Freight rate increases over the last
twelve months have seen the prices of secondhand

tonnage increase rapidly for bulk carriers. Mid
1990’s built panamaxes that were worth $15m this
time last year are now being sold at over usd 35
million with prompt delivery. Handymax
newbuildings that were worth $19m twelve months
ago are now worth close to $35m. In addition,
demolition rates are at world record levels as the
supply of vessels has dried up at a time of rising
steel prices. No one can recall the market moving
forward so quickly before and just as importantly
no one can claim that they predicted such drastic
changes even twelve months ago.

Owners are happily incredulous at today’s book
values of their fleets and are wondering what to do
next. They are tempted to purchase more vessels to
take advantage of the record freight returns but are
also wary that if the market collapses then so will
asset values. Many have also considered cashing in
on the present book values of the fleet but with the
returns so high they have decided to wait.
Ultimately, the value of a vessel is effectively the
sum of what it can realistically earn on the
chartering markets plus it residual value and even
at these price levels today it is possible to quickly
write down the book value of any ship purchases if
the market maintains its strength over the next
three years. 

Of course, nobody can predict the future.
However, on the demand side, China is the key area
to watch. Can it keep up its phenomenal rate of
growth especially over the last twelve months,
which has seen its demand for raw materials such
as iron ore nearly insatiable? The fundamental
signs are good as it can be argued that the country
is basically going through the industrial revolution. 

On the dry bulk supply side, the newbuilding
order books remain relatively slight over the next
three years and there remains little chance of the
market being destroyed by a glut of deliveries in the
next two years. At JE Hyde we have consistently
forecast that we expect this year to show good but
volatile earnings on the dry bulk side and we
maintain this position. In summary, there are
reasonable grounds for optimism for shipowners in
the short term as we look to the future. 

As a final comment and based on my experience
in the broking world, the value of the ICS exams
cannot be underestimated. My first employer,
Loucas Hadji-Ioannou’s Troodos Shipping in
London, gave great encouragement to pass the
exams and achieve membership. Together with
actual experience, there is no better way for a
junior broker to learn and understand the different
aspects and challenges a broker has to face every
day. Alongside, the more general subjects such as
economics and law, there is the chance to study
speciality subjects including sale and purchase and
tanker chartering. And from my experience, the
evening classes are a great opportunity to form
friendships that will span a long and exciting career
in broking. 

James Harrington is a Sales & Purchase broker at
JE Hyde and a fellow of the Institute. He can be
contacted on +44 (0) 20 7459 2226.

J o u r n a l  o f  t h e  I n s t i t u t e  o f  C h a r t e r e d  S h i p b r o k e r s

“The sale and purchase broker
plays for broke but when he
succeeds the satisfaction in

securing a good deal for a client
and the company overrides any

other disappointment”
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It is true that there is no replacement for practical
experience, but without a basic theoretical
education there is a danger that potential pitfalls or
consequences are not appreciated. In a ship agent’s
or shipbroker’s office it is often the smallest of
details that can result in the largest of claims.

Bills of lading, for example, are one of the key
documents in international shipping. They are
certainly one of the most important documents
handled by a port agent. To some, agent’s bills of
lading are no more than pieces of paper to be
processed. The following are some examples of

what happens if the significance of the document is
not appreciated. 

An import clerk, who decided to release 35
containers of sugar without the original bills of
lading, caused a loss of $300,000 to his employers.
Despite there being a manual of procedure for
release of cargo, the employee just did not
appreciate that the bill of lading was not just a
piece of paper but represented the value of the
cargo.

Meanwhile, a mistake in preparing a bill of
lading can result in substantial liabilities. A port
agent in Auckland was instructed to clause bills of
lading for a shipment of logs from New Zealand to
Korea “freight payable at Auckland as per
charterparty”. The bill of lading clerk took the
reference to the load port to mean that the freight
would be prepaid and added the “freight prepaid”
stamp. The shipper negotiated the bill of lading
with the Korean consignee, and then went
bankrupt, owing freight of $400,000. The owner
was unable to lien the cargo for his freight as the
consignee was holding a freight pre-paid bill of
lading. The owner recovered all the freight from
the agent.

If staff adding the incorrect information to bills
of lading can be a problem, so can the failure to
know what the clauses the bill should contain. An
agent took a booking for 73 containers to be
loaded from Jeddah to Benghazi on a “free-out”
basis (i.e. all port charges to be paid by the
consignee). However, the line’s agent at Jeddah
omitted to clause the bill of lading “free out”. At
Benghazi, the consignee refused to pay the free-out
charges, as the appropriate clause had not been
included in the bill of lading. This simple error cost
the agent $36,500.

A further example of this is when ship agents
arrange for carriage of goods on deck, having an
underdeck bill of lading. An example was a liner
agent in the US who booked a helicopter from a US
port to Australia. The helicopter was loaded on
deck, but the agent issued an underdeck bill of
lading. The claim by the principal was that the
agent failed to notify him that the underdeck bill of
lading had been issued and he therefore did not
declare the helicopter to his shipowners’ liability
insurance (SOL). The claim was for $900,000 and
was settled for $450,000.

Lack of care when handling documentation is
less likely to arise if the agent understands the
importance of the document. In one case, a
particular customer of the line represented by an
agent took delivery of a container of Danish
furniture each month. The agent was used to
dealing with the importer, and failed to notice
when he used an original bill of lading from the
previous month’s import to take delivery. 

The agent’s familiarity with a shipper or receiver
must never blind them to the duties owed to the
owners. A “good customer” saying that they will
drop by with the bill of lading as soon as it arrives,
may be on the verge of bankruptcy and unable to
pay for the goods. Releasing the cargo against such

Not knowing
what you

don’t know

Legal   Claims pitfalls

Agents and brokers alike can fall foul of
claims warns ITIC’s Charlotte Kirk


