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Project cargo — what is it? Munich RE =
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« All goods and/or merchandise and/or equipment and/or
interest of every type and description shipped in connection
with an infrastructure project

 Power generation, OGPC, Heavy Industries, Transportation,
Port Construction

» Periods of shipments up to three years — and increasing
« Cargoes usually of a complex / specialist nature

* Heavy lift / High value / long lead time items
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« Specialist transportation systems required :-
* heavy lift vessels / semi submersibles
* barge shipments
* hydraulic trailers
« Often greenfield sites
* Long inland transits may be required
* Unusual / complicated site discharge arrangements
 Jacking / skidding / hydraulic lifts
* Mobile cranes / tandem lifts












Project Cargo — what is it? Munich RE
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* Risks normally associated with a “Delay In Start Up” (DSU)
Insurance requirement - consequential loss component

« Common to exclude Contractor’s plant and equipment
* Project Cargo Policies often comprise of two sections

« Section 1 — Cargo

 Section 2 -DSU



Cargo - Section 1 Munich RE =
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 Period

* In respect of all shipments within specified dates — mirrors
construction policy to COD

» Attachment and termination of risk
« Commencement of loading at suppliers
« Safe unloading at site lay down area
 Always in the ordinary course of transit
« Excluding final positioning, installation and/or testing

 (Cancellation

« No cancellation except in respect of War, SRCC where 7
days / 48 hours for US



Cargo - Section 1 Munich RE =
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« Claims Co-operation/ Control Clause

Airfreight Replacement / Expediting (limits)
« DSU mitigation
 Delay in opening — 50/50 — time limit

Goods purchased on terms other than ex-works

 DSU may still be exposed important to maintain
control over the critical items



Section 2 Marine DSU - What is it Munich RE =
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A policy which indemnifies the Project Owner’s financial loss
resulting from ‘delay in start up’ of commercial operations /
project completion due to an insured physical loss or damage
event

Generally three levels of cover;

Gross Profit (expected net profit plus standing charges)
Debt Service and standing charges (fixed costs)

Debt service only

Standing charges/Fixed costs; all costs which in the event of
a DSU loss remain to be paid; rent, taxes, interest,
depreciation etc.



Why Is This Coverage Being Purchased  munichre =
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 |n most cases, it is at the insistence of Project Financiers
who wish to protect their risk of financial loss particularly
where financing is on non/limited recourse basis —i.e. the
loan used to finance the project is only secured against the
future income of the project itself

* No revenue stream during construction so debt service only
possible once the project is operational

« Sole revenue stream likely to be under an off-take or power
purchase agreement

* The indemnity under a DSU policy will reimburse the owner
only to the extent that they have actually suffered a loss
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DSU - What protection does it provide Munich RE =
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* The standard Market form (ECB) indemnifies the Project
Owner against delay in the scheduled start up caused by :

» loss and/or damage to and/or delay to insured cargo resulting from an
event giving rise to an indemnifiable claim covered under Section 1

» loss of, mechanical breakdown of, or damage to the vessel, aircraft or
any other conveyance on which any of the insured property is being
carried or intended to be carried

* Involvement in a General Average salvage or life saving operation

» Blockage of loading/unloading facility caused by a vessel carrying
cargo for the project site

 Alternative wording JC2009/20
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In order to assess the DSU exposure, Underwriters focus on
determining which equipment, if lost, damaged or delayed in
transit will impact the scheduled start up of the plant (SCOD)
le. the “critical items”.

Critical items are generally defined as those items which, if
lost or damaged in transit, cannot be repaired / replaced, re-
shipped, installed, tested and commissioned and still leave a
two month window prior to the scheduled start up date.

In addition, criticality may also be assessed on value, weight,
(heavy lifts) dimensions (over dimensional), on deck and
barge shipments
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* Information necessary to identify “critical items”
* Project description and technology
« Scheduled start up date

« Lead times for replacement of all equipment (to include
order time, manufacture, shipping and installation)

* Project Bar charts

« Shipping schedules for all items (planned dates and
places of load/discharge & planned dates of delivery)
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= All critical items as agreed are to be shipped under deck unless containerised
or as agreed or deemed necessary by (Re)lnsurers risk managers / surveyors

» In respect of Critical ltems (Re)lnsurers to be advised at least 7/10 working
days prior to the shipment / movement of such items to enable Lead
Reinsurer’s Risk Engineers to;

= Approve vessel(s), tug(s), barge(s) and other carrying conveyances and all
lifting equipment including cranes tackle etc. required for
loading/transhipment/unloading operations throughout the transportation
chain

= Approve and/or attend loading, stowage, securing, transportation, discharge
and unloading arrangements and operations throughout the entire
transportation chain



Survey Warranty Munich RE =
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= All recommendations made by Lead Reinsurer’s Risk Engineering and / or
their appointed representatives are to be fully complied with

» Heavy lift vessels utilized for the carriage of any cargo for the project not to
exceed 20 years of age without prior agreement of Reinsurers

» In the event of a breach of the Survey Warranty Clause policy coverage will
not cease but the main insuring condition will be amended to ICC (C)

» 1.1.3 deleted if inland conveyance not approved



Information for quoting Cargo / DSU Munich RE =
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* Project details, site location and overview

» Principal / EPC Contractors

« Start up date

« Technology & details of principal cargo items and location of suppliers

» Total estimated cargo values & conveyance limits

» Project Bar chart / Preliminary shipping schedules — if available

* Details of DSU requirements and how the sum insured is calculated

» Deductible options, Cargo and DSU

» |dentification of potential “critical items”

 Lead times for identified critical items - to include order time, manufacture,
shipping and installation

* Anticipated load and discharge ports

* Barging requirements



What is Marine Risk Engineering?
(Marine transit Surveys)
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The identification and control of risks within a marine
environment, and the subsequent reduction in the
potential for a loss.

Munich RE =

Risk Engineering is highly important for the safe
transportation and delivery of the project critical items
and helps to ensure the provisions of the Survey
Warranty are complied with.

R/E does not relieve the Contractor from their
contractual responsibilities for care, custody and
control of the cargo during the transit process



Marine R/E — Why? Munich RE =
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« Complex transportation systems required for
large/heavy/over-dimensional complex cargoes

« Unusual cargo handling arrangements often require
engineering solutions

« Management of the operational processes can prevent
loss/delay

« Every marine operation is subject to different risks
« Specific risk factors identified, understood and controlled
* Risk monitoring / risk improvement function

« Partnership between all parties to achieve safe delivery
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Su rveys Munich RE =
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= Packing surveys
= Load, stow, secure and discharge surveys
= Lifting plans / Sea fastenings
= Barge and towage suitability inspections
= Towage approval
= Roll on / off operations
» Prime movers / trailers
» Pre-transit surveys of critical routes and site access
= Temporary Lay down

= On site cargo handling

Plan for minimum physical handling
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Sea Fastening designs Munich RE
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Lashing Aboard Ship Munich RE =
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Must restrain the cargo in the six degrees of motion at sea—Roll, Pitch,

Surge, Heave, Sway and Yaw.
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Barge Transportation Munich RE =
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Barges often used for project cargo
Operate in shallow waters
Roll on Roll of operations

Cargo can be landed directly from vessel to trailers positioned
on barge

Temporary site jetties can be utilised
Rivers and canal access where road transport may be difficult
Load spreading across barge deck — saddle/pedestal placement

However, ocean barges are slow and vulnerable to weather and
seas conditions



Ocean/Sea Barge Transits Munich RE =
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Challenging but versatile

Equipment size, draught restrictions

Determine suitable barge/tug combinations

Barge / tug suitability surveys

Planning with regard to saddle/pedestal deck location

Sea-fastening calculations to conform to international
standards (DNV, LR etc)

Stability and ballast requirements for RORO loading and
discharge

Passage Planning and reporting procedures
Load and discharge surveys conducted



Trailer Transportation Munich RE =
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» Trailers hugely important for projects as they will always be required for
moving critical equipment, sometimes over very long distances and difficult

terrain

= Route surveys are vital to determine what type of trailers are required and
what difficulties may be encountered during the delivery of the critical
equipment

» Heavy items will be carried on multi axle hydraulic platform trailers

» These trailers can be self propelled (power packs) or connected by drawbar
to tractor units/prime movers

* |[mportant that operators have complete cargo data to plan number of trailer
files, axle lines, stability arrangements, securing plans and offload
arrangements
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What can go wrong............
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Thank You Very Much

Tony Betteridge

Munich Re Syndicate Singapore



