In this our 5th P&I market report we are pleased to renew
our commitment to our clients and to the community at large
to report upon the health & well being of the various P&I
Clubs comprising the International Group, as well as upon
the so-called “Fixed-Premium” P&I insurers that occupy an
ever-increasing share of the P&I insurance market.
As an objective market observer, OMNI has built a solid reputation as a reliable and impartial
adviser with the discipline and experience to inform intelligently and without bias. It takes
a trained and educated group of brokers working together in the market every day, year after
year, to develop trust and acquire the authority of market specialists. In a word, it takes
“perspective”.
Perspective is the advantage that OMNI brings to its clients and it’s a commodity of ever
increasing importance to decision makers and stakeholders alike. The flood of questions
about economic, political and industry issues is unrelenting; the sovereign debt crisis,
democratic uprisings in North Africa & the Middle East, the impact of emerging economies
and effect of piracy & international sanctions on the shipping industry: all of these issues
and more have unpredictable effects on shipowners and trade. How will the P&I market
react – which Clubs and insurers stand to gain or suffer from these developments? It takes
perspective to separate the critical from the trivial, to tell what is of immediate or remote
significance to the market, and this is where OMNI makes the difference...
Deceptively calm renewal cycles since 2009 have hidden from view the divergent currents
undermining the elements of mutuality that tie the International Group of Clubs together.
It is our view that the Group Clubs are moving from a relatively stable to a more volatile
period characterized by market and regulatory driven changes.
Although it must be said that the ability to adapt to rapid market evolution is a challenge
for a 150 year old market, the Clubs have never shied from challenges in the past and always
welcomed competition and encouraged improvements necessary for the health of the
market.
Regulation also can have positive effects and clearly the improvements to the Clubs’ capital,
governance & reporting structures needed to comply with the EU’s Solvency II Regime
have brought better financial management and discipline to the Group. The European
Commission’s investigation into the International Group is unlikely to cause changes to
pooling and reinsurance arrangements, but may in fact act as a catalyst in driving greater
transparency amongst the Group Clubs regarding, for example, Release Calls.
As informed observers, we keep our fingers on the pulse of the market, monitoring the
movement of Members and Club managers, witnessing the ebb and flow of the each Club’s
fortunes. Whatever the future holds in store for the P&I market, we hope that you enjoy
and benefit from OMNI’s 2011-12 P&I report, and we promise to keep our perspective
impartial, well informed and always accessible.
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A. Most recent developments
The situation of the shipping industry in 2010/2011
The economic recovery seemed to have benefited the shipping
industry in the second half of 2010 and first half of 2011. According
to RS Platou’s 2011 Report, vessel utilization rates have improved
compared with 2009, but the increase was not spectacular. The
present level is comparable with 1999 and 2002, which were not
considered very successful years. Bulk carriers seemed to have
been the champions of growth in the above mentioned period.
Other sectors that have posted solid earnings increases are tankers
and offshore support vessels. Container vessels and car carriers
recovered, too, but their performance was less impressive.
The recovery in the shipping industry was also evidenced in the
augmentation of new building orders compared with 2009. RS
Platou estimate that 59 million CGT (Compensated Gross Tons)
will be delivered in 2011 (compared with 43 million CGT in 2010)
and 35 million CGT in 2012. Their analysis indicates that the end
result would be a slight decrease in the utilization rate. Bearing in
mind that the present rate is not the best possible, this indicates
that there will be tough times ahead for many shipowners.

The Clubs’ financial situation is better than ever
Some of the experts in the P&I market were expecting the
Clubs’ underwriting results to actually benefit from the
crisis by virtue of a reduction in the volume of claims and a
strengthening of underwriting discipline. Furthermore, it was
anticipated that the prospect of a global economic recovery
would contribute to the Clubs’ investment returns thereby
enhancing their finances and ultimately their stability.

Speaking about the economic recovery one can remark that
trends noted in our last report continued. The emerging markets,
especially East Asian and Latin American economies, grew at a
much faster pace compared with the EU and North America. For
example, whilst the global increase of the container market was
13%, the increase in container trade within Asia grew at 20%. Also,
there was a sharp increase in East Asian exports to the Middle East,
Africa and South America.
Taking into account all the above elements we conclude that the
shipping industry has fared better in the last 12 months than in
the previous period. Nevertheless, the recovery is fragile and there
will be challenges ahead for many. Of special importance for the
way the global economy will shape itself in the near future will be
the evolution of the sovereign debt crisis unfolding within the EU
and the solutions (if any) that the US will find to solve the major
economic problems it now faces.

These experts were proven right. 2009/10 was the year of
recovery, when the revival of the equity markets helped the
Clubs return their free reserves to almost pre-crisis levels.
2010/11 was another great year for the Clubs, with practically
all of them recording positive investment results (though less
impressive than the previous year) and most of them posting
underwriting surpluses.

TABLE NO. 1 - Investment Results
Club
American Club
Britannia
Gard
Japan Club
London Club
North of England
Shipowners
Skuld
Standard Club
Steamship Mutual
Swedish Club
UK Club
West of England
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In 2010/11 the total free reserves of the Clubs grew from $3.1
billion to approximately $3.8 billion, i.e. about 23% more than
last year. Also, the total assets of the Clubs are now around
$11.7 billion, almost 12% higher than in 2009/10.

The Tables No's. 1, 2 and 3 depict the Clubs financial situation
showing each Club’s investment result, total assets and free
reserve respectively.

TABLE NO. 2 - Total Assets
Club
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B. Underwriting
One of the most important changes of the last 3-4 years
in what concerns the Clubs’ modus operandi regards
underwriting discipline. Whilst only 3 Clubs in 2006/07 and
2 in 2007/08 had positive underwriting results, there were 8
Clubs that recorded underwriting surpluses in 2008/09 and 7
in 2009/10.
The 2010/11 policy year shows an even better image with
only Gard, London Club and West of England recording
underwriting deficits. Of the 3 Clubs, West of England made
the most significant efforts to improve the risk profile of its
book of business, although it will take several years for the
effects of the measures taken to become apparent.
We have consistently expressed the view that underwriting
discipline is extremely important for the Clubs’ financial
health at least in the short and medium term. Taking into
account the volatility of the markets and the uncertainty
surrounding the economic recovery, the Clubs have had to
face the reality that they could no longer subsidize insufficient
premium levels by investment returns. Within the past
3-4 years most of the Clubs changed their underwriting
philosophy and arrived at a position where today they depend
very little on investment returns to keep their balance sheets
in the black. To us, this is one of the most important positive
developments in the P&I insurance market over the last few
years.
Looking at last year’s results and also those of the last 5
years, some interesting conclusions, may be drawn. Last year
we noted that the London and West of England Clubs had
experienced underwriting losses for each of the previous
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4 years and we remarked that it was logical therefore that
these two Clubs were amongst those facing pressure during
the February 2010 renewal, with some of their members
switching to other Clubs.
This year these two Clubs were, along with Gard, the only
ones to post underwriting deficits, and the West of England
was the only Club to see a decrease in its tonnage, while the
tonnage of London Club grew very little. Both Clubs vowed to
take a tougher stance against their more loss prone members,
but only time will tell if their efforts were successful. Another
Club that had problems with its underwriting, the UK Club,
now seems to have turned the tide. After three years of
underwriting deficits, the Club has posted an underwriting
profit in 2009/10 and confirmed that this was not an accident
by repeating the same feat in 2010/11. Even if achieving
such profits meant losing some of its members, at least the
Club is now on a more solid financial footing and has a better
foundation for further growth.
At the other end of the spectrum there are the Clubs that
have managed to have more often than not achieved positive
underwriting results. With its 8th consecutive profitable year,
Skuld remains the undisputed champion in this respect, but
what it is even more remarkable is that they have managed
to constantly have relatively small underwriting surpluses,
meaning that their underwriting proved to be quite accurate
each time. If we take into account that last year Skuld
abandoned “general increases”, and that their underwriting
is now based on members’ individual merits (read loss
records), we cannot but admire them for their underwriting
performance.
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TABLE NO. 4 - Underwriting performance
Club

Net Result

In the context of analyzing the underwriting we should also
mention that in view of the Clubs’ good financial year and
of the decrease in both number and total value of claims,
we expect a calm renewal season in February 2012. If there

will be pressure, it may be from the owners arguing that the
underwriting surpluses indicate there should be a reduction
in the premiums being charged.

9

INTRODUCTION
INTRODUCTION
C. Claims
The best news of the 2010/11 year is that there was a significant
drop in the number of casualties that occurred. According to
Lloyd’s List Intelligence Casualty service, the contraction in the
number of casualties is likely the result of a combination of factors
including a decline in the employment of the ships, less severe
weather events and stricter enforcement of standards by port state
control inspectors.
Reported casualties declined by 8% compared with 2009 to 2,702.
This is an impressive reduction, but it is dwarfed by the 33%
reduction in the number of vessels reported as sunk in 2010 (82).
Positive news also came in what concerns general cargo and bulker
vessels which experienced 1% and 6% respectively declines in the
number of incidents. Not all the news was rosy though, with the
number of incidents involving tankers and containers rising 2% (to
365) and 4% (to 342) respectively.
Among the facts reported by Lloyd’s List Intelligence Casualty
service it was interesting to note the trends related to the
geographical distribution of claims. The number of claims
reported in Northwest Europe declined by 4% and by almost 5%
in the waters of China, Indonesia and the Philippines. As if to
compensate for this decrease, a 4% increase was reported in Eastern
Mediterranean and Black Sea waters. This area was singled out as
being very problematic in view of the fact that one fifth (552) of
the total incidents reported to the Casualty service occurred in the
zone.
Furthermore, this aggravation in the number of claims happened
even as the number of vessel movements remained constant, while
the number of incidents declined in Northwest Europe, despite
a rise in the number of movements. The main reason behind this
situation seems to be the higher than average age of the vessels
operating in the Eastern Mediterranean and Black Sea area. Also,
the traffic in the area is dense and port state control inspections may
be more relaxed than in Northern Europe. A large percentage of
the vessels operating in the area are also flying flags of convenience,
which may also indicate a less strict class supervision.
In our previous reports we have mentioned the significant
contribution of human error to the claims covered by the Clubs.
West of England’s 2011 annual report makes a remark that supports
our findings, noting that “Of the high severity incidents, the large majority
appears to have been attributable exclusively to human error”. Det Norske
Veritas (DNV) has analyzed insurance claims for more than two
decades and concluded that the average proportion of navigational
to non-navigational errors stood at 50%. In the years 2006-2008 it
rose to 55%. During the global economic downturn the proportion
dropped sharply but it climbed back above 50% afterwards.
This is a very worrying tendency, especially when coupled with
another finding of DNV: the need for higher industry standards of
safety, especially those aiming to save lives at sea. DNV is of the
opinion that a preoccupation for avoiding environmental damages
has taken priority over preventing loss of life at sea. And maybe
they are not completely wrong. There is a certain tendency within
the industry to prioritize the loss prevention measures function on
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the magnitude of the financial consequences of the risks involved,
and we all know that environmental claims can be extremely costly.
Nevertheless, this is not an excuse for dedicating the majority of
risk management resources on trying to prevent only this type of
claim.
The Clubs keep drawing members’ attention towards the need
to have proper risk management policies and procedures in place
in order to avoid costly financial, reputational, or even criminal
consequences resulting from mistakes that could have been
prevented.
Among the shipping accidents that were significant enough to be
mentioned in the press, we note the following:
• In April 2010 the Chinese bulk carrier “SHEN NENG 1” ran
aground off Great Keppel Island, Australia, spilling oil into Great
Barrier Reef waters. Large areas of the coral reef were damaged by
the ship. There were worries that that the vessel might break in
two but finally the vessel was refloated and towed to safety.
• Also in April 2010 the fishing vessel “NORTHERN BELLE” sank
in the Gulf of Alaska. Three crewmembers were saved but the
captain died before the rescue teams arrived.
• In the same month South Korean vessel “ORIENTAL HOPE”
carrying 80,000 tons of coal, ran aground off the southern coast of
the Republic of Korea. Following the stranding, extensive damage
to the vessel was discovered making salvage difficult. On May
18th, the fore and aft sections of the ship detached and following
typhoon conditions on August 11th, the fore section of the ship was
lost. All crew members were rescued.
• In May 2010 the Japanese bulker “BRIGHT CENTURY”
collided with the Liberian “SEA SUCCESS” and sank
approximately 23 nautical miles east of the Shangdong Peninsula.
All 23 crew members were rescued. The collision produced an oil
slick approximately 5,500 meters long and 1,000 meters wide that
fortunately did not touch the shore.
• In the same month the ferry boat “ANDREW J. BARBERI” collided
with the terminal at Staten Island, New York, due to mechanical
issues and 48 people were injured.
• In July 2010 a fire broke out on board of the self-unloading bulk
carrier “YEOMAN BONTRUP”, flying the Bahamian flag, whilst
at Glensanda Quarry, Loch Linnhe, Scotland. The crew abandoned
ship and the fire spread and set off an explosion of gas cylinders on
board severely damaging the ship.
• In August 2010 the Panama-registered “MSC CHITRA” collided
with the St Kitts-registered “KHALIJIA III” off the Mumbai coast
spilling hundreds of containers into the sea thus causing danger to
shipping activity in the common channel leading to Mumbai and
the Jawaharlal Nehru ports. Furthermore, about 900 tons of oil that
leaked out of “MSC CHITRA” polluted the waters and beaches
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in the area. Capt D. K. Tewari, CEO of Mediterranean Shipping
Company S. A. announced in March 2011 that “The total cost for the
cleaning up, salvaging and other losses has crossed the $100 million figure and
we are still counting (…) The whole episode has proved to be MSC’s biggest
challenge ever”.
• In September 2010 the Canadian tanker “NANNY” ran aground
on a sandbar about 50 kilometers southwest of Gjoa Haven, in the
Canadian Arctic. The vessel was carrying 9 million liters or 2.4
million gallons of diesel fuel when it went aground but fortunately
there was no oil spill. However, this incident drew attention to the
risks of navigation through the not so well known waters of the
Northwest Passage.
• In October 2010 the chemical tanker “URANUS” (Malta)
collided with the bulk carrier “HANJIN RIZHAO” (Panama)
off Brittany, France, and was towed to Brest by a French tug. All 13
crew were rescued. Fortunately there was no spill, despite a 6,000
ton cargo of heavy gasoline being on board of “URANUS”.
• In the same month an onboard explosion occurred on the car
deck of the Lithuanian ferry boat “LISCO GLORIA”. The fire
engulfed the entire ship which has since been declared a total
loss. Fortunately, all passengers and crew were rescued by German
Coast Guard.
• Also in October 2010, the tug “SAFETY QUEST” pushing three
barges loaded with scrap metal slammed into a tower supporting a
high-voltage electric transmission line. The damage to the tower
threatened to topple it into the Houston Ship Channel, which was
blocked for several days as a result. The Houston Ship Channel is
part of the Port of Houston in Texas and ranks first in the US in
foreign waterborne import tonnage and second in the US for export
tonnage and total tonnage.

• In November 2010 the bulk carrier “NASCO DIAMOND”
left Indonesia bound for China with a cargo of 55,000 tons of
nickel ore and went missing some 340 kilometers (210 miles)
south of Iriomote Island. 5 crewmembers have been rescued
and they informed the authorities that the vessel sank. 20 more
crewmembers were missing
• In December 2010 the bulk carrier “HONG WEI” sank in rough
weather between Taiwan and the Philippines in an incident
believed to have been caused by the high moisture content
of its cargo of 40,000 tons of nickel ore. 10 of the 24 Chinese
crewmembers were reported missing.
• In the same month the Moldavian cargo ship “ADRIATICA” sank
in stormy weather in the Mediterranean Sea off the coast of Israel.
The ship’s 11 Ukrainian crewmembers were rescued by a nearby
ship.
• Also in December 2010 the Vietnamese cargo ship “PHU
TAN” sank due to strong gale force winds in the South China Sea
about 110 nautical miles to the west of Sanya City. Only 2 of 27
crewmembers were rescued.
• In December 2010 the Italian cargo ship “JOLLY AMARANTO”
suffered an engine failure during a storm causing the ship to roll
heavily and to lose some containers stored on the upper deck. The
ship was towed to Alexandria, but whilst attempting to berth the
continuing strong winds caused a towline to part and the vessel
ran aground in shallow water near the port. The ship took on an
immediate list, and water flooded the lower cargo hold, the vehicle
deck and the engine room. A salvage operation was initiated, but
later suspended during the civil unrest in Egypt. Over the course
of the next few weeks, further heavy weather caused a significant
increase in the list with the resulting loss of all of the remaining
cargo (including some dangerous chemical products). The ship is
now a total loss and subject to a complex wreck removal operation.

D. Movement of accounts during the 2011 renewal
Analyzing the February 2011 renewal from the standpoint
of changes in Club membership, we note that the North of
England, Skuld, Steamship Mutual, Swedish and Standard
Clubs were on the winners’ side, while the American, Japan,
London and UK Clubs were stagnant. The West of England was
the only Club that lost tonnage. As we did last year, we caution
that there may be many reasons behind these developments
and that the movement of Club members cannot be taken as a
clear indicator of the quality of the Clubs involved.

“declined to offer quotes for more than 5 million GT which did not meet
the Club’s underwriting standards”. Similarly, the West of England
advised in their report on 2010/11 that “the Club was therefore not
prepared to reduce renewal premium rates from those levels justified by
Members’ exposure and claims records, or to compete with the market
solely in order to retain tonnage. It did not renew cover for Members
who were unwilling to pay the appropriate level of premium for the risk
they represented and, as expected, a number of Members with adverse
loss ratios and claims exposure were not renewed.”

One good explanation for the difficulties encountered by the
UK and West of England Clubs is that both Clubs recently
decided to toughen their underwriting procedures and in the
circumstances it’s not surprising that the adoption of a more
hard-headed approach led some members to leave each Club.
The UK Club advised in their annual report that the association

Tables 5 and 6 below show changes to the Clubs’ insured
tonnages over the last three years and also the split between
owned and chartered tonnage for each Club as of February 20,
2011.
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TABLE NO. 5 - Entered tonnage - Evolution during the last 4 years (million GT)
No
1
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5
6
7
8
9
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West of England
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TABLE NO. 6 - Owned and Chartered tonnage split (million GT)
All annual figures provided in million GT
No
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E. Other important events or developments:
During the year there were a few events with important
consequences for the P&I insurance and the shipping industries,
the most important of which we mention below:
• As we advised last year, the European Commission opened a
competition investigation into the maritime insurance sector, in
particular into the agreements between the P&I Clubs within the
International Group. The EC is not providing much information
on the progress of the investigation and therefore the outcome
or even timing of a decision seems to be anyone’s guess. In any
case, there are rumours in the market that the Clubs are prepared
to make some concessions in respect of the release-calls system.
It would be interesting to see the details of such concessions as
the release-calls system is part of the mechanism that ensures
the mutuality of interest between the International Group Clubs.
For example, if a particular year is experiencing significant losses,
the release-calls system ensure that the members that have left
a Club after the occurrence of losses are still participating to the
financing of those losses. That being said, certain commentators
have expressed the opinion that the release-calls have been used
as a deterrent to discourage shipowners from changing Clubs.
• Separately from the investigation mentioned above, the
European Commission confirmed on May 17, 2011 that it was
carrying out unannounced “surprise” inspections at the premises of
a number of container line shipping companies in several Member
States. The Commission stated it had reason to believe that the
companies concerned may have violated the antitrust rules that
prohibit cartels and restricted business practices and/or abuse of
a dominant position. It appears that the Commission is acting of
its own initiative, rather than responding to a formal complaint
in this regard. Nevertheless, one should bear in mind that such
investigations do not indicate that the companies are guilty of any
wrong doing at this stage. Unannounced inspections are only a
preliminary step into suspected anti-competitive practices.
• On August 1, 2011 the North American ECA MARPOL
amendments entered into force. The IMO Marine Environment
Protection Committee, adopted amendments to MARPOL
Annex VI to designate the North American Emission Control Area
(or “ECA”) for NOx, SOx and particulate matter (amendments
to regulation 13, 14 and new Appendix VII). In accordance with
Regulation 14.7 of MARPOL Annex VI, ships operating in the
North American ECA are exempted from the Sulphur Oxide
(SOx) and Particulate Matter (PM) requirements for the first 12
months. These requirements will be enforceable from August 1,
2012. Also, in July 2011 the IMO Marine Environment Protection
Committee 62 designated a new ECA off the coasts of Puerto
Rico and the US Virgin Islands in the US Caribbean. This ECA is
expected to enter into force on 1 January 2013 and is enforceable
12 months later in accordance with Regulation 14.7 of MARPOL
Annex VI.
• Inter-Club NY Produce Exchange Agreement 1996 has been
amended and the 2011 Agreement is in force as of September 1,
2011. The Inter-Club Agreement is a means of apportioning cargo
liability claims between owners and charterers. The Agreement
will shortly incorporate a provision creating entitlement to

security on the basis of reciprocity rather than requiring a cargo
claim to have been paid. This revision will enhance co-operation
between contracting owners and charterers and reduce time and
costs incurred in cargo claim disputes.
• In July 2011 INTERCARGO, BIMCO, ICS, International Group
of P&I Clubs, and IUMI submitted to IMO’s Sub-Committee
on Dangerous Goods, Solid Cargoes and Containers a proposal
called “Amendments to the IMSBC Code, including evaluation of
properties of solid bulk cargoes” that includes measures to improve
safe transportation of solid bulk cargoes by ships. A summary of
the document can be found at:
http://www.igpandi.org/downloadables/submissions/imo/DSC%2016%20
Industry%20submission%20(2).pdf
• In our last year’s report we mentioned that China’s Regulations
on the Prevention and Control of Marine Pollution from Ships has
been postponed due to a lack of additional rules (norms) detailing
the standards and criteria for approved spill responders. The
International Group of P&I Clubs has maintained contact with
the Chinese authorities on this issue and has advised that the lists
of all approved contractors would be issued in October 2011. The
requirement to contract with an approved clean up contractor will
still be enforced in all Chinese ports from January 1, 2012, leaving
a very narrow window for shipowners to conform to the rules.
• The UK has decided to reorganize its supervisory authority
regulating the insurance industry. On June 16, 2010, the Chancellor
of the Exchequer, George Osborne, announced plans to abolish
the Financial Services Authority (or “FSA”) and delegate its
responsibilities to a number of new agencies and the Bank of
England. Under the new regime the prudential oversight of
insurers and banks will be provided by a subsidiary of the Bank
of England, the Prudential Regulation Authority. The oversight
of conduct and markets along with the regulation of other
financial firms will be delivered by a new independent regulator,
the Financial Conduct Authority (FCA). The FCA will be the
successor body to the FSA. It is intended that this new structure
will become effective in the early part of 2013. In view of the fact
that 8 Clubs are based in the UK and fall under the supervising
authority of FSA, these changes will affect them and it remains to
be seen how orderly the transition will be.
• Last year we mentioned the UN, EU and US sanctions against
Iran. In the meantime the sanctions have been extended to other
countries, such as Syria, Libya (subsequently removed), Ivory
Coast, Zimbabwe and Belarus.
*** On the subject of sanctions, one thing to note is that they are
taken very seriously by the countries that imposed them and there
may be dire consequences for persons that may not realize that
they are violating such sanctions. Gen Re has had to pay $59,130
“to settle liability for apparent violations” of U.S. sanctions
against Iran (i.e. paying reinsurance claims related to Steamship
Mutual’s losses arising from vessel operations of National Iranian
Tanker Co.). The relatively small amount was due in part to the
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fact that Gen Re had self-reported its violation, but the potential
for severe consequences of violating sanctions should not be
underestimated.

One may realize that the risk of potential exposure to the sanctions
provided by this law is particularly high, not only for shipowners,
but also for insurers.

***Concerning the sanctions against Iran, another Iranian
shipping company, Iran Shipping Lines (IRISL) announced in
June 2011 that it intended to sue the European Union in regards
to what it considers to be “illegal” sanctions imposed against the
company.

• As part of its Maritime Safety Package the European Union’s
Passenger Liability Regulation (PLR) will come into force on
December 31, 2012 (or earlier if the Athens Convention in the
form of its 2002 Protocol is ratified by enough states, which as
matters stand, appears unlikely before the end of next year).

• The UK Bribery Act 2010 has entered into force on July 1,
2011. It is hailed as the most extensive anti-bribery law in the
world and has a potentially worldwide impact. The Act has a nearuniversal jurisdiction, allowing for the prosecution of an individual
or company with links to the United Kingdom, regardless of where
the crime occurred. One of the concerns raised by businesses and
lawyers is that while its ambit is extremely large, its provisions
may criminalize behavior that is considered acceptable in other
cultures / countries. For example, Section 7 of the Act creates the
“offence” of the failure of commercial organizations to prevent
bribery on their behalf. Bearing in mind that:
* most of the P&I Clubs are located in the UK (this is
also the case for many other important marine insurers, Lloyd’s
included), but settle claims worldwide via correspondents;
* The offence is one of strict liability with no need to
prove any kind of intention or positive action;
* The offence is also one of vicarious liability; a
commercial organization can be guilty of the offence if the bribery
is carried out by an employee, an agent, a subsidiary, or another
third-party.

• Regarding Solvency II the European Union’s legal framework
for solvency regulation, there has been recent confirmation that
its proposed implementation date of January 1, 2013 will be
postponed, at least in part, although the position is not extremely
clear. Omnibus II, the regulatory framework intended to set the
transitional arrangements to the new regime, will not now be
approved by the EU Parliament until January 2012 at the earliest.
There continue to be delays in the publication of consultation
papers and detailed guidance as to how Solvency II will operate
in practice.
• TradeWinds announced that the Danish giant Maersk plans
a major change in its insurance program as a result of a radical
reorganization of its risk management approach. The main
idea is to set-up a captive insurer in Copenhagen that will offer
primary cover for the marine and energy risks. For the moment
the P&I cover will not be included in the range of risks placed
with the captive insurer, but if the move proves to be successful
Maersk may wish to use the advantage of having a captive to its
fullest. Time will tell and we will follow the developments of this
endeavor as it may also inspire other big players in the shipping
industry to do likewise.

F. Conclusions:
In 2010/11 the Clubs have continued the positive results of
2009/10 and everybody (or almost) is in a cheering mood. Whilst
the investment returns have been good, the underwriting surpluses
($160 million compared with a loss of about $43.5 million a year ago)
allowed the Clubs to have another great year. At this moment, with
total assets around $12.2 billion (compared with $10.5 billion in
2009/10) and free reserves around $3.85 billion (compared with $3.1
billion in 2009/10) everything looks positive in what concerns the
finances of the members of the International Group of P&I Clubs.
So, the economy has recovered and the Clubs surfed on the trend.
In the last two years the investment returns were good to excellent,
claims were lower (but they show some signs of catching up with the
revival of economic activity), thus the Clubs are in a better shape
than they were before the crisis and everything is rosy… or is it?
Yes, for the moment it is. But there are signs that the future will
not be as smooth as it is now. The economies of the developed
nations are sputtering and the recovery is stalling in the Western
Hemisphere. The US has huge debt deficits and lacks clear solutions
and leadership, which in addition to the endless and bitter internal
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political bickering has made the rating agency Standard & Poor’s
review its rating of US government bonds to the surprise of the
financial markets. The government seems to be unable to address
the structural problems underlying the US economy’s slow job
creation.
Several member countries of the European Union also have enormous
debt problems and there are rumours that Greece is on the brink of
bankruptcy with other European countries not far behind. The Arab
world is in turmoil. Furthermore, the pundits warn that Chinese
banks have a lot of bad debt… All these are signs that the threats
to economic stability lie in wait for the right moment to materialise.
Obviously, a new economic crisis will hit the Clubs the same way
as they were hit in 2007/08 and they will not be able to count on
constant and solid investment returns. On top of that, the recovery
that followed in the last two years, as incomplete or fragile as it was,
is quite likely to bring the cost of claims to a higher level, similar to
levels last seen in 2006-2007. If this comes about, the pressure will
mount on the Clubs’ finances from both directions and total assets
and especially free reserves will be endangered.
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TABLE NO. 7 – Free reserves over GT

This outlook underlines yet again the importance of sound
underwriting to the financial stability of the Group Clubs, at least
in the short and medium terms. We mentioned in our previous
reports that the Clubs had needed to learn some harsh lessons when
the 2007-2008 financial crisis hit. At the time, the Clubs ruefully
discovered that they were over reliant on investment income and
some of them (if not most) were neglecting their underwriting
operations. Faced with the cruel reality they adjusted and now most
of them have become much more disciplined in their underwriting.
We hope that the Clubs will have the wisdom not to be tricked by
the present (fragile) success and that their underwriting discipline
will be maintained despite temptations to relax it prematurely.
There are rumours in the market that competition for the new
tonnage was quite fierce last February and in the process some of the
shipowners having new tonnage got very advantageous quotations.
We believe that maintaining underwriting discipline and building
sound underwriting processes was one of the most important gains
for the Clubs during the difficult years 2007 and 2008 and would
be sorry to see this given away at the first signs that the danger has
apparently distanced. It would be unwise and it may risk bringing
back the lax practices that put the Clubs’ finances in danger in the
first place.

There are other troubles that the Clubs face, beyond the state of
their finances. The whole system they put together is now under
scrutiny. The European Commission has decided to investigate
whether certain provisions accompanying claim-sharing and jointreinsurance agreements in the marine insurance sector might
infringe European Union antitrust rules. The concern seems to be
that some provisions in the agreements between the Clubs within
the International Group may harm shipowners and other insurers
that are not members of the International Group. The head of the
investigating unit has tried to reassure the market that this is not
some sort of “witch hunt” against the International Group, stating
that: “We don’t want to destroy the system. We think that if we prove our case it
might be that we can improve the system to the shipowners’ benefit”.
There were various opinions on the potential outcome of the
European Commission’s investigation. There are people in the
industry that supported the International Group, emphasizing the
advantages it brought to the shipowners’ community and especially
the stability for more than a century. Others point to the potential
disadvantages for those that are not within the system. We believe
that the International Group system and its way of addressing the
shipowners’ needs is well established and the incertitude (and
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potential risks) following its possible demise may in fact be very
detrimental to the shipowners, especially in view of the percentage
of the world tonnage covered by the International Group. Before
anyone considers abolishing the existing system, he has to be able
to offer a better alternative, which has not been the case up to now.
This being said, it is also true that the International Group system,
as any other project, can be improved. The trouble is to find those
areas that could be improved without endangering the whole. We are
not sure that the European Commission’s investigation unit has the
deep understanding of the particularities of P&I insurers and of the
complexity of the shipping business that would be needed in order
to find such a delicate balance. In any case it will be very interesting
to see what conclusions will be drawn at the end of the investigation
as the decisions taken have the potential of significantly changing
the game (and not necessarily in the good way) for this industry.
On the subject of what could be improved in respect of the way the
International Group is working, the system of release calls seems to
trigger most of the disputes. This mechanism was designed in order
to support the mutuality principle, ensuring that members that left
a Club would still participate in the losses (if any) of the years in
which they were members. Nevertheless, there are those that claim
that some Clubs haven’t always resisted the temptation to use this
mechanism as leverage over the members that wished to leave the
Club. Of course, opinions on this subject may differ but it is our
opinion that the Clubs should ensure that the level of the release calls
is always appropriate to the situation of the book of business for the
relevant underwriting year, avoiding controversy. As an example, for
2010/11 most of the Clubs proudly reported combined ratios below
100%, but still set the release calls at 15-20%. It may be a little bit
difficult to understand the justification of these levels of the release
calls. Obviously, where such situations appear, the opponents of the
International Group are quick to use them as arguments in support
of their agenda, especially in front of the European Commission’s
investigation unit.
Concerning the underwriting processes at the Clubs, we would
like to add our voice to those that question the use of General
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Increases as a tool to compensate for the lack of precision of the
underwriting performance. In our opinion the use of the General
Increase is making the underwriting process less objective and
allows the underwriting departments to be more complacent (or too
commercial sometimes). The members that manage their business
with diligence and invest more in maintenance and loss prevention
(and therefore having a better loss record) may be indirectly
penalized, as they still have to bear the general increase irrespective
of their loss record. On the other hand, General Increases also
allow underwriters to build a financial cushion that allows them to
treat members with bad records with less severity than they would
otherwise deserve. Moreover, since part of the increase they deserve
is hidden as a “general increase” this sends such shipowners a weaker
signal regarding the price they have to pay for their more lax attitude
concerning loss prevention. Underwriting based only on members’
individual merits (claims records) appears to be more objective. But
many aspects have to be taken into consideration when underwriting
a P&I account and only time will tell whether such an approach
would be workable in the long term. We know that the Shipowners’
Club tried to base premium levels solely on loss record but then
reversed its decision after only one year. On the other hand, Skuld
demonstrated last year that it is possible to underwrite based on
loss record alone and to have positive results and nothing indicates
that they have had second thoughts about doing so. British Marine
is another example of a P&I insurer that doesn’t apply General
Increases and still manages to make a profit. In any case, the idea of
not applying General Increases has not won yet a lot of support and
at least in what concerns the P&I Clubs more time has to pass before
the effectiveness of this way of underwriting is proven.
Finally, we would like to draw attention to a fact that, in our opinion,
is becoming more and more clear: the widening gap in between
the better performing Clubs and the weaker ones. In the last few
years we have witnessed a slow process that has culminated in a
consolidation of two groups of Clubs with opposite results and few
Clubs remaining in between. The first is a group of four Clubs: Gard,
North of England, Skuld and Standard Club that are leading the way,
and becoming bigger and stronger every year. With Standard and
Poor’s ratings of A or A-, most of them are diversifying their lines of
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business: Gard and Skuld are offering Hull & Machinery (“H&M”)
and also Marine & Energy cover, North of England considered
launching a proposed fixed-premium product for H&M cover but
decided to postpone the move until market conditions improve. In
past years they were heralded as the “winners” after each renewal.
Swedish Club (which also offers H&M coverage) and Steamship
Mutual may join this group in the future but for the moment their
progress is still quite recent and more time is needed for them to
confirm their status. In the last two years, the Steamship Club has
obtained an upgrade of their rating and grown their tonnage quickly,
but they also had to exact cash calls for the 2006, 2007 and 2008
policy years. The Swedish Club also needed cash calls for the 2006
and 2007 years and their rating is still BBB.
The second group is made up of vulnerable, weaker Clubs that
struggle to not completely lose touch with the front-runners.
Their management is focused less on a strategy for the future (like
diversification) and more on survival, which may become an issue, in
view of their most recent performances and of the stricter criteria and
higher capital levels that will be imposed by Solvency II to monoline
insurers such as the P&I Clubs. In this group we find the American
Club, Japan Club, London Club and West of England. All of them
are rated BBB or even BB stable (the American Club). Their tonnage
is either stagnant (especially when compared with the other Clubs)
or even shrinking (London Club and West of England). They have
recorded more underwriting deficits than the other Clubs in the last
5 years (with London Club and West of England recording 5 years
of negative underwriting results in a row) and all of them needed
cash calls in order to put their finances back in order. Although it
had its own share of trouble, UK Club cannot be counted in this
group. Not long ago we would have been tempted to see UK Club
as a stagnant Club, slowly losing steam. But the size of its tonnage
and assets, together with the reorganization of its underwriting
department (resulting in positive underwriting results in 2009/10
and 2010/11) may have helped the Club to set a course towards a
brighter future.

The Shipowners and Britannia Clubs are special cases. Shipowners
is a Club targeting a niche market and it competes more with fixed
premium rivals like British Marine or RaetsMarine than with the
other Clubs. Britannia is a very solid Club, ranking in the top three
in terms of tonnage, assets and free reserves. But its philosophy
is conservative and its tonnage grew at a milder pace than other
competitors. It is not trying to diversify and it seems content with
the quality of its membership, which is above average.
Looking at the general picture, our colleague Aret Tasciyan, a
veteran in the P&I insurance field has commented: “In short P&I
market is poised for major changes, the working system of mutuality may
change and we will see more and more diversification among the Clubs. In
a few years time they may not call themselves only P&I Clubs as they will
be dealing with other risks as well. Fixed premium market will suffer from
severe competition as the number of players is getting higher and higher so
that the capacity will soon be saturated in this market”. This opinion is
not singular, Skuld’s CEO Douglas Jacobsohn - another person
with deep knowledge of the P&I market - believes that the P&I
landscape is set for major change.
The whole world has entered in a period of higher volatility and
this probably means that things will change faster than before and
in unexpected ways. In such periods the advantage is on the side
of those that can adapt, that can find new ways of doing things.
We believe that the better performing Clubs are more prone to be
flexible and to embracing change and innovation. That will be a big
advantage for them in the mid and long-term future and it is our
opinion that most of them will fare better than the other Clubs.
However, innovation and adaptability to change are not the only
things that count in the challenging trek to the future. Sometimes
the rapid pace of change and of growth may also bring additional risk
to these Clubs. The degree of success they have in addressing and
managing these risks will ultimately determine their future.
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According to its managers, the American Club had a
good year. And looking at the figures, we cannot but
agree with them.
The Club managed to post positive figures for both the
underwriting result ($1.3 million) and investment income ($13.9
million – a return of 7.7%). It is worth noting thatthis is the first
time in the last few years that the Club has managed to obtain a
positive underwriting result (although a small one) without having
recourse to supplementary calls. These positive figures help lift the
free reserves to $63.6 million, i.e. 30% ($15.3 million) more than
last year’s $48.3 million. The Club’s total assets figure is now $343
million.
The total net premiums posted were $105.2 million. The Club
did not apply a general increase in 2010, but changed the forecast
supplementary call for the year to 25% of the advance calls, rather
than the 20% estimated for the previous year. This entailed an
increase of some 4.2% in estimated total premium for 2010 over 2009.
The Club’s claims experience in 2010 was very encouraging. At the
twelve-month mark the 2010 policy year was the most favorable
over the past ten years, sitting slightly above $38 million. This figure
is $17 million less than 2009, $33 million less than 2008, and $61
million less than 2005 at the same stage. Also, only six retained claims
in 2010 exceeded $1 million, while 98% of all claims fell within the
attritional layer of $250,000 or less. The Club underline that this
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points to a very good retained claims result for the year and hopes
that the future development of claims will remain within the same
parameters. Another heartening pattern could be seen in the number
of claims files open (excluding those open for precautionary reasons
only). The figures continue to descend from 2,900 in 2005 to 2,250
in 2006, 1,850 in 2007 and 1,500 in 2008. Both 2009 and 2010 have
around 1,300 open files.
These positive developments could be related to Club’s risk
management and loss prevention efforts. Among other measures, the
standardized testing of the cargo holds introduced in 2006 contributed
to a 60% reduction of the number of cargo incidents attributable to
water ingress. The Club is very active in the prevention of claims
arising from detectible illness among crew. In 2010, new clinics were
added in Cebu, the Philippines; Novorossiysk, Rostov-on-Don and
Vladivostok, Russia; and Calcutta, Chennai, Cochin and New Delhi,
India. The Club has also continued its development of the computer
based training facility Clean Seas: Complying with MARPOL
73/78 in cooperation with IDESS Interactive Technologies, Inc. by
completing two additional on-line training modules for MARPOL
73/78 Annexes IV (sewage) and V (garbage). The training program
Stranger on the Bridge on bridge resource management under
pilotage was also subsumed into this format in 2010.

The February 2011 renewal featured a small gain in owned
tonnage of about 250,000 GT, with the total figure being now 15.4
million GT. Furthermore, the Club’s diversification efforts seem
to have paid-off. The Asian tonnage grew to 33% (it was 24% in
the previous year and only 16% two years before). The European
tonnage decreased from 58% to only 50%, but even so the Club
still has a very important Greek membership. The chartered
tonnage declined to only around 1 million GT, compared with 1.5
million GT one year before. The Club’s management has reason
to be pleased by the development of the 2010 policy. In order
to maintain its positive course, the Club recently developed and
approved a new strategic initiative. Called “Partners in Progress”,
it articulates a vision for the American Club focused on its
centennial in 2017. According to American Club, its vision is that
“the American Club will remain a first-division marine insurer of a size,
diversity, global reach, product range and service capability commanding
universal respect within the industry”. Looking back to the Club’s
history in the recent years, the Club will need to put in a lot of
effort to overcome some obstacles in order to truly achieve that.
But having a vision and the will to achieve it may be the right start
in this respect.
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BRITANNIA

Britannia maintains its steady course and its
management is doing its job well. Compared with
other successful Clubs, Britannia appears less
interested in growing fast. After the February 2006
renewal the Club’s owned tonnage was 81.7 million
GT, while Gard had only 78.7 million GT and North
of England 52.2 million GT. After the February
2011 renewal Britannia was behind Gard (144
million GT) and North of England (108 million
GT). Counting the chartered tonnage, the Club has
an entered tonnage of 137.9 million GT.

BRITANNIA

Nevertheless, being conservative regarding growth options is
not necessarily a bad thing. We have pointed out in our previous
reports that fast growth has its own risks and some in the
industry appreciate Britannia’s philosophy favouring stability
and safety. The Club is seen as one of the most stable within
the International Group and is well respected for that reason.
Standard & Poor’s rating of “Api” is another confirmation of the
Club’s solidity.
Tindall Riley proved to be efficient managers and the results
of this year are no exception. The Club posted an underwriting
surplus of $18.4 million and an investment return of $59.6
million, i.e. 7.8% (second to UK Club in the whole International
Group).
With these positive figures, vigorous increase in free reserves
and total assets were to be expected. The free reserves grew
by $59.8 million to $274.9 million ($454.1 million in aggregate,
if we take into consideration the resources available from
Boudicca). The total assets grew almost $120 million to
$1,203.4 million. Concerning the free reserves, we note that
Britannia’s ratio of free reserves over owned gross tonnage is
among the highest in the International Group.
The Club advised that the total premium was $298.5 million.
Compared with last year, the owned entered tonnage grew by
3 million GT, most of the increase coming from the existing
members (this may also underline the conservative character
of this Club).
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Claims wise, there was a mixed outcome for the 2010/11 year. A
total of 6,870 claims have been reported, a small increase on the
6,705 claims reported at the same stage in the previous policy
year. The total claims value, however, has increased by 7.1%
and stands at $128.4 million. The Club’s opinion is that in view
of the inflation in both commodities and wage costs, the excess
of new ship deliveries and the relentless drive to introduce new
regulations and legislation the trend related especially to the
claims under $1 million will continue unabated. Good news
have been reported though in respect of the claims exceeding
$1 million: only 12 claims compared with 14 in the previous
year.
All in all it seems that the claims were not so bad, bearing in
mind that the Club reported a 15.7% decrease in its net loss
ratio i.e. from 106.9% last year to 90.1% in 2010/11.
For a Club that emphasizes stability and safety it is no surprise
that Britannia employs many risk management tools and
techniques in order to diminish its exposure to adverse events.
One of the tools most used is the “root cause analysis”, which
has been applied to the members’ claims. For the majority of
investigations held, the analysis shows that the organization’s
safety culture lies at the heart of the problem.
Another, more specific cause, often identified as contributing to
the incidents (especially the most serious ones) is the training
of the crew. The Club underlines that “training is becoming more
important than ever and is an essential foundation of a working safety

culture. The human element, both on ship and ashore, remains key”.
While everybody seems to agree with this in principle, there is
a growing trend of shore management being satisfied with crew
members’ paper certificates obtained on shore and this is a real
concern for the insurers.
Another fundamental part of the Club’s risk management is
the long-established program of ship condition surveys that
assesses not only the physical condition of the ships, but also
the on board management processes and the relationship and
communication between shore management and the crew
on board ship. During 2010/11 14% of inspections were part
of the entry process, 15% were following Port State Control
detentions and 55% were surveys of vessels randomly selected
from members’ fleets.
In summary: a solid Club, with sound management and a more
prudent philosophy than its competitors, all indicating that
Britannia will fare well in the future. If there are challenges,
the Club is already contemplating them, looking for solutions.
As per their own annual report, the managers estimate that the
Club is “in a strong position to face the challenges that lie ahead: the
uncertain claims environment, the EU challenge to the operation of the
International Group and the potentially increased capital requirements
that Solvency II will impose from 2013”.
At the moment this report was going to press Britannia has
announced a general rate increase of 5% for P&I calls for
2012/13 policy year.
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GARD

When reading Gard’s annual report one has to bear
in mind that the figures for investment income, total
assets and free reserves are no longer applicable for
P&I business only. The reason for this is that Gard
has reorganized itself, with Gard P&I (Bermuda)
Ltd. as the top company with 100 % control over
its subsidiaries. The accounts in the Management
Report as at February 20, 2011 reflect this change in
the organization. As Gard no longer allocates part of
its capital to one business area, the figures shown for
P&I business only are those for premiums, claims
and operating expenses.

GARD

With or without the Marine & Energy business, Gard has become
the reference point for other P&I Clubs. It is by far the largest
within the International Group in terms of tonnage, free reserves,
total assets, market share, etc. At $2,352.1 million, the total assets
are significantly larger than UK Club’s (UK Club being the next
largest competitor in this category). However, a direct comparison
is difficult as the above mentioned figure includes the assets
related to Marine & Energy business. The same is true for the
free reserves, with Gard Group’s reserves standing now at $789.7
million.
Such impressive figures were the result of a solid investment
return: due to favourable change in unrealized gains the nontechnical result is $140 million. Gard invested a lot in bonds,
having 55.6% of its portfolio made-up of US bonds another 16%
being placed in non-US bonds. Its bond portfolio is characterized
by short duration, investment grade government and corporate
bonds.
The gross written premium (on an ETC basis) was $792.2 million,
but only $491.1 million is related to the P&I line of business. The
P&I underwriting result is a $26.4 million loss (but one should also
bear in mind the reduction in deferred calls that returned $28.2
million to the members). The combined net loss ratio across all
lines of business is 94%, although the P&I ratio is probably higher.
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Claims wise, the Club reported $678.0 million gross claims at
the group level. P&I gross incurred claims cost $479.2 million.
The 2010/11 policy year started well, but unfortunately it has
deteriorated during the last quarter. In addition, there were more
claims above $10 million than expected – as well as an increase
in the underlying claims trends – particularly in areas such as
cargo and personal injury. Three claims exceeded the $8 million
threshold and were reported to the Pool. These are the first claims
submitted to the Pool by Gard since 2007. Interestingly, all three
claims have in common that they involve contact with the berths
and related equipment, or moored vessels.
Gard has reported it has made significant progress in its “Claims
Initiative” – a thorough review of its total claims operations and
services – aiming to improve the claims service, make the Club
more efficient and reduce the claims costs over time. Following
completion of the self-assessment phase of the “Claims Intitiative”,
the Club concluded that claims specialization should dictate the
manner in which claims services are organized and delivered as
the Club moves forward. This conclusion was reflected in the
new claims processes that have been implemented starting from
20 February 2011 – each claims process having “a process owner”
responsible for the claims performance irrespective of the location
of the handlers. Specialist teams have also been created to deal
with charterers/traders and liquid cargo claims.
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The Club’s total entered tonnage now stands in excess of 190
million GT, which according to Gard represents a 15% share of
the global P&I market. Owned tonnage entered reads 130 million
GT plus another 14.4 million GT for MOUs, a 9% increase
compared with 2009/10. The chartered tonnage insured by the
Club fluctuates around an average of 51 million GT. The fact that
for the last 5 years the retention rate has averaged around 99% of
mutual tonnage speaks volumes regarding the level of customer
satisfaction within Gard’s membership.
In February 2010 Gard established Gard Reinsurance Co Ltd
(Gard Re), which acts as reinsurer for the Club. Gard cedes to Gard
Re 50 per cent of the Protection and Indemnity risk underwritten
that is not reinsured elsewhere from policy year 2010/11.
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The Club’s attention is not only focused on claims processes; loss
prevention programs are also developed and updates are sent to
members, divided in three categories: Gard alerts, loss prevention
circulars and case studies for onboard safety meetings (describing
typical incidents onboard a vessel). The strength of the loss
prevention programs and the quality of the Gard membership
made it possible for the detention rate of the vessels entered with
Gard to be only 1.5% compared with an average detention rate of
5.3% world-wide (during the year 65,000 port state inspections
have been carried out by coastal states).
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Japan Club is an atypical P&I Club. It is closer to
a “national” club, despite being member of the
International Group of P&I Clubs. In fact, although
it made efforts to add Taiwanese, Singaporean
or Korean tonnage (as mentioned in our previous
reports), the majority of its entered vessels are
still Japanese controlled. The Club has a separate
“coastal” membership (paying fixed premiums), for
those members that are not trading internationally.
Other characteristics that single out this Club among the others
are the date of March 31 being used as a base for Club’s reports
instead of the typical February 20 and the use of the Japanese
Yen as reference currency for its accounting and reporting.
Figures in (US) dollars are offered for orientation only - for this
year we have been advised that the rate of exchange used was
1USD = 83.15 JPY.
Another particularity is the Club’s internal regulation restricting
investment in equities, which placed the Japan Club at a
disadvantage during the years with economic growth, and may
explain why the figure posted for this year’s investment income
is a negative one: a $15.0 million loss.
However, with $231.2 million in net premium and an estimated
$183.2 million in net paid and outstanding claims, the Club had
a good underwriting year, with a profit of $22.3 million that more
than offset the investment loss and contributed to the increase of
the free reserves from $134.4 million to $157.8 million (i.e. 17.5%
higher than one year before). Such substantial growth in free
reserves would have to be not only maintained but even exceeded
in the next 4 years if the Club wants to achieve its targets. As
mentioned in Japan Club’s financial strategy plan called “Second
Five-Year-Term Strategy to improve the Association’s Financial
Strength” the plan is to reach a free reserve of JPY 20,000 million
(about $240.5 million) by 2015. That is more than 50% increase
compared with this year’s figure and in view of the increase of the
frequency of claims reported by the Club and of the inevitable
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negative impact of what the Japanese refers to as “the Great East
Japan Earthquake of March 2011” to the Club’s finances, it will
be a very difficult task to accomplish.
The total assets are now $534.2 million, which is $87.2 million
more than one year ago. While this is certainly impressive growth,
the reality is that in comparison with other Clubs the Club’s total
assets are relatively small. Japan Club’s owned tonnage is 91.9
million GT (to which it adds 13.5 million GT chartered tonnage).
Clubs of relatively similar size of owned tonnage like Britannia
(102.5 million GT) and Standard Club (85.0 million GT) have
over 1 billion in total assets (i.e. twice the size of Japan Club’s).
Even the much smaller London Club (38.5 million GT) has more
total assets ($593.1 million) than Japan Club. The Club’s ratio of
free reserves over owned GT is $1.70, the only one below $2.00
in the International Group (where the average ratio is around
$4.00). This explains why the Club is so eager to significantly
increase its free reserves and also why it applied a 10% general
increase in February 2011, when all the other Clubs announced
general increases ranging from 0% to 5%.
In what concerns claims trends, the Club reported that claims
in excess of $8 million (those that are reported to the Pool)
reached a record figure of 7 for the 2010/11 policy year. It remains
to be seen what will happen next year, when the effect of the
March 2011 earthquake and tsunami will be transferred into the
claims figures. Leaving this aside, the Japan Club analyzed the
trends in claims over the past 5 years and concluded that the

most frequently occurring claims were, in this order, “cargo”,
“crew” and “pier”. However, the number of claims is not always
a reflection of their cost, and although they represent a small
proportion of the overall number of reported claims , “collisions”
and “strandings” have cost the Club considerably greater amounts
of money to settle. The average annual number of claims in these
categories for the last 5 years was 117 collisions and 21 stranding
incidents.
The Club is making efforts to improve its loss record. Reducing
the cost of claims has become one of the Club’s most important
issues, and it has placed a strong emphasis on promoting loss
prevention measures amongst its members, with special attention
dedicated to condition surveys. In 2010/11 the Club arranged a
survey of 198 vessels (65 related to the procedures for new-entry
vessels and 133 on already entered vessels), and in 139 cases,
rectification of defects was recommended to the members. In
addition to condition surveys, there was another initiative: Japan
Club’s representatives started to visit their members’ vessels
and promote loss prevention directly to the vessels’ crews. 53
vessels were visited during the policy year and the intention is to
continue with this campaign in the future.
There was also a change at the top level management of the
Japan Club. As of July 2011 the Club has a new chairman: Mr Jiro
Asakura, President and CEO of “K” Line. We wish him good luck
with his new responsibilities.

Tonnage by Area
5.8%
3.0% 1.4%
31%
3.1%
1%
% 2.6%
4.6%
2.6%
12.0%

64.9%

*The figures presented above represent the
percentages by ship’s registry

Gt Percentage
64.9%
12.0%
4.6%
3.1%
3.0%
2.6%
2.6%
1.4%
5.8%

Panama
Japan
Hong Honk
Singapore
Liberia
Marshall Islands
Bahamas
Korea
Others

Panama
Singapore
Bahamas

Japan
Liberia
Korea

Hong Honk
Marshall Islands
Others

33

JAPAN
CLUB

34
www.piclub.or.jp

LONDON
CLUB

LONDON
CLUB

London Club has been going through a difficult
period lately. Taking just the underwriting results
as a benchmark, the Club recorded only deficits
in each of the last 5 years (ignoring for a moment
the cash calls of the 2007/08 and 2008/09 years).
One may wish to note that these two most delicate
years were the years when the Club did not manage
to obtain investment income (in 2008/09 even
recorded a significant investment loss).
Most of the Clubs took serious measures to adjust their
underwriting philosophy to the new economic reality, recording
surpluses or being closer to break even. Unfortunately this seems
not to have been the case at the London Club. Although no clear
figure has been published in respect of the pure underwriting
result, the Club advises it achieved an overall surplus of $3.6
million. Bearing in mind that the Club reported an investment
return of $13.8 million (and $24.8 million of income and gains)
in 2010/11, the logical conclusion is that the pure underwriting
result was negative again.
One can also take a look at the Club’s mutual tonnage and
remark that is still below the level of the 2007/08 policy year
(38.5 million GT compared with 39.0 million GT three years
ago). The trend is even more noticeable if we project the
evolution of the owned tonnage for the last 6 years (i.e. starting
with 2005/06) and compare it with other Clubs. In 2006/07
London Club had an owned tonnage of 34.3 million GT.
Today’s figure is 38.5 million GT (the chartered tonnage is
around 5 million GT), an increase of 12.25%. In the same period
of time two other Clubs managed to double their owned tonnage
and another two Clubs recorded growth of over 80%. In fact,
the only Clubs that had a worse pattern in respect of tonnage
evolution were the UK Club and West of England, both of whom
admitting they had problems in the last years and announcing
that they are taking active measures to tackle their situations.
Not all the news is bad, however. In our last report we were
wondering whether the Club would manage to increase its
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entered tonnage during the February 2011 renewal. Well, it did.
The Club posted an increase in owned tonnage, surpassing the
last year’s figure with about 1.3 million GT. Furthermore, the
free reserves were lifted from $141.4 million to $145.1 million,
a record figure for the Club. Its total assets also increased from
$566 million to $593.1 million.
On the subject of underwriting, the Club gives some indication
about the future direction of its underwriting policy by stating
“The Association’s underwriting plan aims for improved technical
performance and towards a combined ratio which should produce a
break-even financial result or better and be achievable assuming moderate
investment returns and an average claims experience”. We will have to
wait and see if the London Club manages to put these good
intentions into practice, especially bearing in mind that last
year it didn’t appear ready to take the tough stance that West
of England took and which resulted in significant tonnage loss.
It is also worth mentioning the London Club has instituted a
change related to the way that premium collection is structured,
in the sense that starting from the 2011/12 policy year the Club
will no longer charge deferred calls.
Claims wise, the Club reported an unusually high number of
claims in excess of $1 million: 16 incidents - i.e. double the
number seen at the same point in any of the preceding four
years. The good news relates to the number of collision claims (a
very costly type of claim) that were at their lowest number since
2006/07. Also, the number of the claims related to death and
personal injuries was reduced overall, but one of these claims

is considered likely to become the Club’s largest personnel
related claim since 2006.
From analyzing the high severity incidents, the London Club
management has arrived at a conclusion that is supported
by other Clubs’ findings: the large majority of high severity
incidents are attributable exclusively to human error.
Moreover, in its annual report the Club also remarks upon
a disturbing development in some members’ safety culture:
investigations into several recent claims incurred during
the 2010/11 year have highlighted the perils of a “tick box”
culture where the officers complied with specific SMS
guidance on paper but did not do so in practice. To be fair,
we have to mention that even if other Clubs did not comment
on this issue we have reason to believe that this is a more
widespread phenomenon and not characteristic only of the
London Club’s membership. On the contrary, we salute the
fact that they mentioned this problem, which unfortunately
lies beneath the radar in many cases.
The Club responded to this situation by shifting the focus
of the inspections with greater attention now being given
to safety management as well as safe navigation. The focus
on safety management is designed to ensure that there is
an appropriate safety culture onboard and whether there
are appropriate internal and external audit regimes in place
to verify that the safety management system is followed in
practice. It seems that this change pays off, and a growing
number of Members are recognizing the value of navigational
audits, which involve appraisals over several days at sea.
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North of England has finished as one of the “winners”
for several years in the row during recent renewals.
2010/11 was just a continuation of this march of
triumph, the Club’s management being delighted
to boast about “another 12 months of considerable
achievement”.
Perusing the Club’s results, they are right to be pleased with the
result of their work. This is the year when North of England has
passed from the fourth spot to the second position. Its owned
tonnage rose from 87.1 million GT to 105 million GT in February
2011 and further to 108 million GT in April 2011. The chartered
tonnage increased from 27.3 million GT to 45 million GT.
The Club has managed to obtain an investment return of $15.9
million, i.e. 2.7%. This is not an extraordinary achievement
compared with other Clubs (or even with its own benchmark
- set by the managers at 3.53%). But one has to take into
consideration that North of England has a very defensive strategy
in what concerns its investments. Its portfolio continues to be
very conservatively positioned with 78.8% of the fund invested
in Government Bonds, predominantly US Treasury Bills, and
6.9% in cash. Only in May 2011 the Club’s Board approved an
investment which will increase the exposure to corporate bonds
from to 2.3% to 17.3% and reduce the investment in short-dated
US Treasuries and cash from 66.8% to 51.8%.
In March 2011, North announced that Savraj Mehta, Director,
had been appointed as the Club’s Head of Underwriting. He has
been involved in all aspects of underwriting since he joined in
1995 and his appointment has further enhanced the Club’s focus
on the operational, technical and management aspects of the
Underwriting Department.
The Club remained focused on disciplined underwriting and
achieved an underwriting surplus of $55 million and a combined
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ratio of 78.8%, the lowest in Club’s history. This excellent result,
added to the underwriting surpluses of the previous year may
also indicate that the Club is very cautious on the underwriting
side. One explanation may be that in view of its conservative
investment policy, the Club felt it is better to secure its finances
through underwriting. It is worth noting that 75% of the tonnage
growth at the renewal came from existing members. This shows
that the members are pleased with the service and care that they
receive from the Club and also that its members are doing well.
Moreover, it seems that others have convinced themselves about
the value of North’s membership, so that during the renewal the
Club gained all or part of 14 fleets (losing only one).
In view of the overall financial surplus of $72 million, the free
reserves increased from $240 million to $312.4 million. The total
assets have remained around the same figure as last year ($1,030
million) but the net assets rose from $706.7 million in 2009/10 to
810.4 million in 2010/11.
The total premium for 2010/11 was $312.4 million, which is
almost 10% higher than a year before. It is interesting to make
a comparison with the year 2006/07 and to note that whilst the
owned tonnage increased 81% in five years, the premium grew
only by 71% and total expenditure increased only 15%(!) in the
same period of time.
On the Claims front, North has advised that the policy year to
20 February 2011 has been benign from a claims standpoint,
particularly in respect of larger claims. There were only 17 claims

reserved in excess of $1 million, compared to 24 in the 2009/10
policy year and 39 in 2008/09. No claim has been presented to
the Pool in the 2010/11 policy year, a sharp contrast to the five
claims reported in the previous year. The number of retained
claims increased from 7,377 to 7,830, but that was more than
compensated for by the decrease of the average value of claims
from $34,373 to only $20,678.
North’s view is that knowledge of claims trends affecting the
industry and the Club is very important for being able to offer
good service to its members. Their analysis of 2010/11 focused on
claims causation in respect of “people” claims (i.e. crew illness,
third party injuries and stowaways), which have accounted for a
significant proportion of claims over the past few years.
The adverse trend was related to the number of admiralty claims
(collision, dock damage, fixed and floating objects), which was
on the rise, but again the estimated average claims value was
significantly lower compared to 2009/10 (which underlines the
volatile nature of such claims).
North continue their steady progress and to date its management
has proven to be more than capable of dealing with the risks
associated with Club’s fast growth. The Club has set its
overall strategic objectives of enhancing its financial strength,
developing the size and quality of its membership, as well
as further improving its member service, while at the same
time maintaining costs, effective premiums and breakeven
underwriting for the benefit of its membership.
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The Shipowners Club is quite unique amongst its
International Group peers in view of the specialist
nature of its tonnage. Consequently it is competing
less with the other members of the International
Group of P&I Clubs and more with the fixed premium
insurers, for example British Marine or RaetsMarine.
These commercial fixed premium insurers are targeting
similar tonnage, that is the smaller and specialized vessels
like coastal and short sea cargo ships, tugs and barges, support
vessels, salvage craft, passenger ferries, specialized fishing
vessels and super yachts. The Shipowners’ Club has even
developed a fixed premium book of business that offers cover
up to a limit of $500 million for those smaller vessels that
don’t generally require the limits offered by the International
Group.
Shipowners is one of the smallest Clubs in the International
Group in respect of its mutual tonnage of 17.2 million GT,
which is slightly larger than the American Club’s. Nevertheless,
the Club is the champion of the Group when one counts the
number of the entered vessels, with over 30,000 entered.
The Club mentions within its annual report that this is its
strength and we agree. Having so many smaller members and
a good geographical spread, the Club is more diversified and
less exposed to the risk of losing a significant percentage of
tonnage in the event that two or three significant members
decided to move elsewhere.
The gross premium for 2010/11 was $196.8 million (12.9%
higher than a year before), whilst the gross claims were only
$106.3 million. The difference contributed to an underwriting
profit of $25.2 million and a combined ratio of 85%, the second
best for the Club in the last 10 years.
The Club’s Board of Directors decided on a balanced split of
the invested assets, with 75% being fixed income assets or
cash and 25% in equities. The investment policy is regularly
reviewed and the portfolio is well diversified to reduce the
impact of fluctuations in interest rates, market prices and
foreign currency exchange rates. Altogether, the investments
produced a positive result of $27.6 million. Coupled with the
underwriting result mentioned above, it contributed to a lift
of $52.9 million (39%) in the free reserves, which now stand
at $187.9 million. The Club’s total assets increased by $63.1
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million to $430.7 million (i.e. 17% higher than in 2009/10).
The strong performance was due to, among other factors,
recently completed organizational changes that started in
2009, which included a rationalization of activities between
the Club’s branches in London, Singapore and Vancouver.
On the underwriting side, the Shipowners’ policy is to have
a close and direct liaison with brokers in order to better
understand the needs of its members. As a result of the
feed-back from brokers/members the Club is working on
simplifying its insurance products, aiming to remove the
uncertainties that surround the P&I cover whilst providing a
comprehensive liability solution. One example concerns the
special cover offered to an increasing number of members who
accept additional liabilities through contracts they sign. This
is particularly the case in for the offshore sector (sometimes
these liabilities being greater than the liability under the law).
On the claims side, the Club’s annual report mentions that
there was a significant increase in the value of cargo claims (in
terms of dollars per ton). While the highest value of a cargo
claim in 2009/10 was $200,000, there were five such claims
in 2010/11, three being greater than $500,000. There was
a reduction of passenger claims and environmental claims
(pollution and wreck removals) while the frequency of crew
claims remained stable, but reduced in value.
The Club’s loss prevention initiatives have diversified and
have attracted a growing interest from the members. Vessel
surveys remain an important part of the loss prevention
program, with 560 vessels being inspected in 2010/11
compared with 525 in the preceding year. 17 vessels were
found to be in an unacceptable condition. There was also a
shore side management audit carried out in conjunction with
the inspection of one of the managed vessels, in order to ensure
that shore based management procedures and contingency
plans were adequate and suitable for the characteristics of that
particular vessel and also that the communication channels
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The Club has also developed a Risk Matrix to assist the
underwriters in establishing whether a vessel they are
dealing with is a good risk. The Matrix takes into account
the recognized authority, flag, vessel age, trading area, vessel
type and GT. Each of these categories is further broken down
into ranges, based on third party information for flag and class
and the Club’s own experience with the vessel, including the
claims record. This is an ever evolving process.
An ongoing project is the production of loss prevention
booklets such as “Basic Fishing Boat Safety” that includes
best practice advice related to navigation, operations,
maintenance and onboard safety for a specific vessel type.
Additionally the loss prevention team is developing guides
for the tug & tow sector, where the Club has recently
encountered a deterioration in claims often as a result of
poor navigation practices in congested waters during coastal
towage operations.
Furthermore, in order to address the problems of this sector,
Shipowners, in cooperation with the Maritime Education and
Training Services in Singapore, has developed a simulator
training program for senior officers in the operation of tugs
and barges engaged in ocean going and coastal towage. In
order to encourage participation in the program the Club
agreed to subsidize 50% of the course fees for the members.
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between onboard management and shore management were
effective.
Loss prevention has also worked closely with underwriting
and claims in developing a “Root Cause” analysis. This
involved the collecting and processing of data relating to the
root cause concerning each claim notification. This strategy
is still in its infancy but it is hoped that it will contribute
to a better understanding of what causes claims thereby
enhancing the Club’s loss prevention efforts and also assisting
its underwriters in their risk analysis and recommendations to
their members.
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A few years ago, when Skuld branded itself as “The
new generation P&I Club” many may have thought
that it’s just another marketing campaign. Looking
back to the last 7-8 years and especially at recent
developments we may say that indeed, Skuld has a
different vision of what a P&I Club could be in the
future.

We would even say that the Club aims to be different, to
distinguish itself from other competitors. Step by step, Skuld
continues to grow and build its status in the marine insurance
world through innovation, financial strength and the talents of its
people, inexorably driven by its leadership’s vision.
There are many things that differentiate Skuld from other
International Group members. Strictly within the P&I field,
Skuld is the only Club within the International Group that gave
up on the “general increase” system and now judges all members
individually, taking their claims history, risk exposure and other
key factors into account. The Club feels that this is a fairer and
more accurate strategy for setting premiums and the result of the
last two years seem to confirm that its underwriters are able to do
a good job even without the safety net of the general increases.
The underwriting result of 2010/11 is a $31 million surplus ($20
million better than a year before). The combined ratio was 88.8%
(it was always below 100% since 2004).
Another distinctive feature of Skuld is the accent put on
diversification. There are, of course, other Clubs that offer more
than P&I cover, but Skuld is definitely setting the benchmark in
respect of the degree of diversification.
The top management’s perception is that the P&I landscape
is set for major change and there were in-depth discussions
at board level on how to build long-term value for current and
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future members in this context. The answer was growth through
diversification. The management and the board felt that controlled
growth would help Skuld achieve higher levels of expertise, thus
better qualifying it to help its members address their most critical
challenges, identify their highest-value opportunities and remain
competitive in challenging global markets. Skuld is confident
that its entrepreneurial culture and its appetite for innovation
will help it thrive and build a broader business portfolio in this
challenging marine insurance market. Diversification will also
assist the Club secure a multiple income platform and reduce the
financial risk exposure. Even Standard & Poor’s appreciated the
strong underwriting performance and the portfolio diversification
so that the outlook of Skuld’s “A-” rating has been moved from
stable to positive.
The boldest move for achieving diversification was the recent
setting up of a Lloyd’s syndicate (1897) that offers a range of
Marine products (Hull, Loss of Hire and other associated hull
products, as well as Builders’ Risks, War and Cargo cover) Offshore
Energy products (including cover for Mobile Offshore Units,
Operator’s Packages as well as cover for Offshore Construction
risks).
The management is aware that all diversification strategies carry
some risk, but this aspect is taken into consideration and built
into Skuld’s long-term strategy that aims to improve performance
through controlled growth. Furthermore the emphasis put on its

sophisticated Enterprise Risk Management system shows that
the Club is fully conscious of the exposures related to fast growth
and diversification.
The Club’s investment result was $37 million (i.e. 5.8%), which
is a good performance for a portfolio that has 74% of its value in
fixed income assets, 8% in cash and only 15% in equities. Together
with the underwriting result, it helped the free reserves soar from
$202 million in 2009/10 to $266 million. Total assets rose almost
$104 million to $671.1 million.
With a focus on service offered to clients, both in underwriting
(a holistic, analytical and sustainable long-term approach) and
claims (swift decision-making claims model accelerates claims
closure through high authority limits and short lines of command)
the Club seems to have convinced the market about the value of
its membership. Its owned tonnage increased in one year by 6.5
million GT to 63.5 million GT. A look on the last six years shows
that since 2005/06 Skuld’s tonnage more than doubled, growing
with 110%, the fastest growth in the International Group for the
period in question. The Club has also a very solid base of chartered
entries, with around 66 million GT, more than its owned tonnage,
again something unusual for a P&I Club and another indication of
the success of its diversification strategy.
The last step in the growth process at Skuld was the merger of
Danish Defence Club with Skuld Defence in January 2011.
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The Standard Club has been one of the front-runners
in every one of the most recent renewal periods.
2010/11 was another year of stability and solid
achievement for the Club with tonnage, premium
income and free reserves all continuing to grow.

The Club is one of the more conservative Clubs, the board
underlining that it values the traditions of P&I insurance and
considers that the club’s primary focus should be on ensuring
that it is well resourced and equipped to provide traditional P&I
insurance. This being said, the Club also declares its openness to
new aspects of the shipping business in which to offer insurance.
The Club’s underwriting is characterized by prudence. The
Club explicitly states that it “never believed that growth in the volume
of business underwritten should be an aim in itself”. It concedes that
in an increasingly competitive environment, critical mass and
spread are desirable but it is not prepared to achieve this at any
cost, believing strongly that any growth should be supportable
by the club’s resources and new business must be underwritten
at sustainable prices. The Club’s prudent underwriting brought
in a surplus of $17.8 million with a combined ratio of 91%.
Revenue from calls, premiums and releases amounted to $266
million ($16 million more than in 2009/10). The net paid claims
were $140 million and the reinsurance recoveries amounted to
$33 million.
The investment results were $56.2 million (a 9.9% return)
so that the total surplus of income over expenditure was $74
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million. That boosted the free reserves from $242.8 million to
$316.8 million (a 30% increase). The Club marked a record with
its total assets figure passing over $1 billion.
All these positive results were reinforced by the growth in
tonnage. The Club added 5 million GT owned tonnage to the
last year’s figure arriving at 85 million GT (chartered tonnage
was around 38 million GT).
On the claims side, Standard reported an overall increase in both
paid and estimated claims in comparison with previous years.
As in previous years, this increase has been concentrated in a
relatively small number of large claims, with routine claims not
showing any significant upwards movement. The top 20 claims
by value account for over two-thirds of the total claims cost for
the policy year, 14 claims being estimated at $1 million or more.
Also three claims have been reported to the Pool, all involving
collisions and groundings. Among them the collision of “MSC
CHITRA” with “KHALIJIA III” and the subsequent grounding
of the former, resulting in considerable environmental damage,
business interruption claims and a very complex wreck removal
operation. This has become the largest claim the Club ever
experienced.

The Club took very seriously its obligations to comply with with
Solvency II standards and one of the measures it took was to
apply a much greater emphasis on the management of risk, both
at a board level and within the management, which promoted
a more structured approach to embed the board’s risk appetite
and policy into the business level. At board level, the Club
formed an Audit and Risk Committee that allocates significant
resources to identifying, evaluating and controlling risk.
Due to Solvency II provisions, the structure of the Standard
family of clubs has been reviewed recently. Standard Bermuda
will cease to write direct insurance business, and become a
holding company for the group in Bermuda. Its current business
will be transferred to Standard Europe. Standard London will
cease to be an underwriting entity and its business will move
to become a separate class of Standard Europe, while retaining
its identity as a separate business line. Standard War Risks will
cease to be an underwriting entity and its business will become
a separate class of Standard Europe, which in turn will become
the principal insurance vehicle and remain a regulated insurance
company in the UK. Standard Asia will continue as it currently
is.
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Steamship is another Club that enjoyed sunny
days in the past few years. The Club’s total
tonnage grew from 82.8 million GT to almost
92 million GT. After the February 2011 renewal
the owned tonnage grew to 57.9 million
GT, 9.7% more than a year before, despite
the impact of sanctions against Iran, which
prevented the Club from renewing the cover
for NITC and other Iranian shipowners, thus
losing 3.1 million GT. The chartered tonnage
stands at 34 million GT.

STEAMSHIP
MUTUAL

The gross premium for the 2010/11 policy year was $316.1 million,
about $11 million higher than in 2009/10. The claims decreased
5.2% from $256.1 last year to only $242.9 million, and resulting
in an underwriting profit calculated at $21.1 million. Good
underwriting performance was underlined by the fact that the
combined ratio for the last three years was 91.3%.
The investment result was 4.4% due to the conservative
investment approach of the Club (89% of the assets were placed
in cash and deposits and government or corporate bonds), but it
still brought $30.6 million to the Club’s finances, contributing to a
$51.7 million surplus for the financial year.
Such a good performance was also reflected in the increase of the
free reserves and total assets. Free reserves grew 20% to $303.3
million and the total assets grew from $1,016.7 million to $1,051.9
million.
On the underwriting side, the Club mentioned that despite the
good results, it is acutely aware of the so-called “churn effect”,
i.e. the replacement of older, higher rated tonnage with younger,
lower rated tonnage. Whilst that process may erode the premium
base, having new tonnage is very important for each Club, so
that Steamship tried to strike a balance and to ensure that any
“churning” is monitored and controlled. Also, it was noted with
sadness that due to the fact that banking and insurance, including
P&I insurance were used as key pressure points on Iran (and other
countries), it became impossible for the Club to continue to insure
Iranian fleets.
The Club’s overall claims experience for 2010 was very similar to
the previous two years. Attritional claims – less than $250,000 –
rose in both frequency and severity compared to 2009/10 but are at
least below the levels experienced in 2007/08 and 2008/09 despite
a significantly larger tonnage base. However, the worsening
situation in the attritional layer has been more than compensated
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for by a decline in large losses, which are 8% lower than in the
previous year, due to the absence of any large FFO claims and the
fact that the Club experienced only one Pool claim in 2010 (even
this one was just slightly in excess of the Pool retention level).
From a review of the significant categories of claims, the cargo claims
are back to the normal level after a sharp decrease in 2009/10 with
water damage and liquid cargo contamination claims representing
approximately 70% of the total number of large cargo claims. Crew
claims, the other claim category which traditionally accounts for
the largest share of claims, also increased in both numbers and
overall cost. The persistence of a high level of routine crew claims
has caused the Club to consider making further efforts to enable
and encourage the use of the Club’s Pre-Employment Medical
Examination (PEME) by its members. As if to compensate for
these trends, pollution claims were at their lowest level in terms of
both number and cost than at any time since 2004. There was only
one large pollution claim, only marginally in excess of $250,000.
The Club warns that there continues to be a shortage of well
qualified and experienced officers and crew and recruiting
and retaining the right personnel for career at sea will remain a
challenge. The Club is concerned that these pressures may lead
to an overly rapid promotion of officers and a consequent lack of
experience in the vital area of seamanship. Moreover, the concern
also extends to the level of expertise amongst pilots in many ports
of the world.
The Club’s loss prevention measures, beyond the classic survey
of vessels, were focusing on the PEME scheme – for example the
number of seafarers examined in the Philippines increased by
approximately 20% in 2010/11. Also, a number of DVDs have been
produced recently by Steamship’s loss prevention department on
various subjects such as: piracy, casualty investigation and claims
handling, collision avoidance regulations, etc.

Like many other Clubs, Steamship took serious steps towards
ensuring that it will be able to comply with Solvency II
requirements. The Board has overseen and approved the
continuing development of an extensive risk register, and of
enhanced internal audit and compliance resources. The Directors
also reviewed a comprehensive risk appetite statement, which sets
out the Board’s attitude to and tolerance for risk at a Club-wide
level and within the major categories of risk: i.e. underwriting,
reserving, investment, credit, and operations.
The Club made efforts to improve its IT capabilities. Its
reinsurance portfolio management was transferred to a new
software platform and its underwriting and claims functions will
follow before the end of 2011. Other work in the IT arena has
included contract management and the creation of an electronic
“knowledge” library, which will consolidate and make readily
available the mass of useful information which constantly flows in
and out of the Club.
In appreciation of the Steamship’s recent performance, and
especially of its strong capital adequacy supported by conservative
reserving, its track record of good underwriting performance, and
its strong competitive position, in December 2010 Standard &
Poors raised its rating to “A-” with a stable outlook.
Some changes occurred at the top management level. In July
2010 Steamship Mutual (Bermuda) Limited at its meeting in
Dublin elected Mr. Heinrich Schoeller as Chairman to succeed
Mr. Otto Fritzner who had served in that position for nine years.
Furthermore, the Club announced that with effect from August 20,
2011 Stephen Quartermaine will be retiring as a Partner of the Club
Managers’ London representative and as Head of Underwriting
and Reinsurance of Steamship Insurance Management Services
Limited (SIMSL). With effect from the same date Stephen
Martin assumed the role of Head of Underwriting and Rupert
Harris became Head of Reinsurance.
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The Swedish Club has made remarkable progress in
the last few years. The Club that was contemplating
a merger with Skuld in 2006 is now very confident
in its future, having enjoyed a successful 2010,
posting one of the strongest results in its history,
and having decided to further diversify by creating
a new and potentially substantial business line in
the offshore sector.

The Club advised that it “made excellent progress on all fronts,
especially P&I”. Growth targets in this area were exceeded by three
key measures: the number of new members, vessel numbers
and tonnage (GT). The Marine line of business had also strong
results. The total net premium was $162.9 million (P&I share
being $86.3 million). The net claims were $85.5 million ($52.1
million for P&I) and the underwriting result was $17.7 million
(out of which $6.3 million was produced by the P&I book of
business). The Club’s combined ratio was 87%, slightly higher
than the average on the last three years (86%).
The Club posted an investment result of $13.5 million leading to
an overall result of 29.5 million. All these good results boosted its
free reserves by almost 25% to $151.2 million and its total assets
by 14% to $425.1 million.
On the underwriting side, beyond the positive results, Swedish
Club’s Board took an important strategic decision to continue
diversification and create a new business line in the Energy/
Offshore sector that will write Hull & Machinery, Increased
Value and Loss of Hire for Mobile Offshore Units, and FPSOs.
At the moment we have been informed that the office was
established in late 2010 and Energy underwriting commenced in
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March 2011. To date about 20 energy accounts have been written
already and the target is to have approximately 30 members by
the end of the year. The opening of the new business line, called
“Team Energy” based at the Club’s new office in Oslo offers it
additional opportunities to further develop Norwegian P&I and
Marine business. It also makes the Swedish Club one of the most
diversified clubs within the International Group and further
proof that the Scandinavian Clubs are more entrepreneurial and
more inclined to diversify than the UK based Clubs.
When discussing the very good year it enjoyed, the Club’s
management also cautions that one needs to keep in mind that
2010 was a year largely free of major claims. Indeed, there were
fewer large P&I claims and (very importantly) the Club remained
free of Pool claims during the year — their last Pool claim was in
2007. The management anticipates further upward pressure on
claims frequency and claims value over the coming year.
Such predictions bring loss prevention into the spotlight. An
important change occurred at the Club in November 2010, when
a new Loss Prevention Officer was appointed. Among the new
initiatives: a “Claims at a glance” circular in which the annual
claims experience and lessons learned are reported to members,

the “IRCA” (Interactive Root Cause Analysis) report which is a
powerful tool enabling the Club to address the actual cause rather
than the symptoms, and the annual update of the Swedish Club’s
“Advisory Checklist for Ships”. But the most important initiative
(the Swedish Club views it as “the single most important loss prevention
initiative taken to date by the international P&I and insurance community”)
is the “Maritime Resource Management” (MRM) training, which
the Club has championed for nearly two decades, starting from
the common-sense idea that human behavior is at the heart of
virtually all incidents producing claims. In 2009 the Club decided
to form a separate company to develop the MRM global training
network, and the Swedish Club Academy AB led by Martin
Hernqvist as Managing Director came into being in January 2010.
The Swedish Club seems to have convinced the maritime
community of the value of its services. After the February 2010
renewal the Club’s owned tonnage increased by 5.1 million GT
to 31 million GT (chartered tonnage was around 16 million GT).
On the anecdotal side we note that 31 million GT is around the
same figure that Skuld had six years ago, and looking at Skuld’s
progress in this period we wonder if Swedish Club will manage to
repeat Skuld’s success.
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The UK Club used to be for a long time the No.
1 P&I Club, but it had several difficult years in a
row and now looks like it is trying to get back on
its feet and reconnect with its past glory. Looking
at the last two years and especially 2010/11 we see
the first indications that the Club is stabilizing. If
this process continues in the mid-term future, it
may find the strength to compete again for the top
spot position.

UK CLUB

In terms of “owned tonnage” (the most used criterion for comparing
Club size), the UK Club appears to have lost second position to the
North of England Club. Although both Clubs reported the same
figure in February 2011 (i.e. 105 million GT), North reported
108 million GT in April 2011. At 105 million GT, the UK Club
managed to avoid losing more members (in 2008/09 it had 110
million GT, the present figure of 105 million GT is almost at the
same level as the figure for 2006/07). This stability comes despite
a tougher underwriting policy (we mentioned in last year’s report
that their underwriting department was restructured), the Club
reporting that it maintains cautious policies when considering new
owners for entry and that it declined to offer quotes for more than
5 million GT which did not meet its underwriting standards. Its
chartered tonnage is in excess of 80 million GT, the highest in the
International Group.
The total premium for 2010/11 was $364.8 million and the net
claims for the same period arrived at $239 million. The Club
managed to obtain a small underwriting profit of $3.5 million and
posted a combined ratio of 98%.
The Club had a good investment result of nearly $69.5 million
(6.2% investment return), a solid result that helped it lift its
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capital and free reserves to $478 million (including the $100
million of hybrid capital raised in 2009). At this stage, the Club’s
ratio of free reserves over mutual gross tons is over $4.50, the fifth
best result in the International Group. It is interesting to remark
that at 20 February 2006 the Club’s ranking based on the same
ratio was eleventh in the Group. This indicates that the UK Club’s
financial strength is improving. The Club’s total assets are now
$1.6 billion, second largest after Gard.
Reporting on the claims, the managers indicated that 2010/11 has
seen a continuation in the previous positive claims development
trends. Furthermore, the Club estimates that the shipping market
is likely to remain in the doldrums for at least the next 12 months,
concluding that the outlook for attritional claims is therefore likely
to be benign in the near future. Pool claims for the 2010/11 policy
year are at a similar level to those of 2009/10 at the same stage of
development.
The managers are more concerned by the apparently unstoppable
trend of increasing costs of the claims. Looking at particular claim
types, the average cost of injury claims has risen from $6,996 in
2000 to $40,771 in 2010. In 2000, collision claims cost on average
$41,066. A decade later, that figure was $287,914. Whilst the

category of collision claims is more susceptible to volatility, the
evidence clearly suggests that the cost of dealing with marine
accidents is increasing.
Bearing this in mind, the Club is focusing on loss prevention
measures, with 350 vessels being surveyed during the year. The
Club has also remarked that lately the shipment of iron ore and
nickel ore from India and Indonesia respectively has presented
unique challenges. The past two years have seen a number of
instances where these cargoes have been loaded onto ships with
a moisture content that exceeds the limit for safe carriage at sea.
Following departure from the load port, these cargoes have liquefied
and seriously affected ships’ stability. At least 4 ships were reported
to have capsized within the last year whilst carrying nickel ore
cargoes, with a loss of 48 lives. There have also been a number of
“near misses” with iron ore loaded in India. The Club has assumed
a leading role in investigating these incidents and implementing
measures which can be taken to reduce the risk of dangerous
cargoes being loaded, including detailed guidance for owners on the
enquiries that should be made into these cargoes prior to shipment,
and procedures for sampling and testing cargoes.
At the moment this report was going to press UK Club has
announced a general rate increase of 3% for P&I calls for the
2012/13 policy year.
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The West of England is another Club that has had
rough times in recent years, maybe more so than
any other Club. As we said in our Introduction to
this report, West of England is one of only three
Clubs to record underwriting losses in 2010/11.
Together with the London Club, it remains one
of only two Clubs in the International Group that
have posted negative underwriting results for each
the last 5 years.

The underwriting loss of $36.6 million was compensated for by
an investment result of $45.3 million (a return of 8.7%) but the
question we asked in last year’s report (for how long will the Club
be able to count on significant investment returns?) remains
more valid than ever, especially bearing in mind the very volatile
economic climate lying ahead. The Board appears to be aware of
the fragility of the situation and declared that it “sees little merit in
growth in entered tonnage or size as an end in itself especially if the risks
associated with any new business are not compatible with the interests of our
long-standing Members”. It looks like the Club has become aware
of the need to balance the underwriting process since last year,
when it declared that “the Club has further progress to make to achieve
the underwriting balance highlighted in previous reports as a prerequisite
to long term financial strength” but the effect of any corrective
action taken in the meantime is still to be seen. This year the
management claimed that members that were unwilling to pay
the appropriate level of premium for the risk they represented
(i.e. loss ratios in excess of 140%) were not renewed. Maybe this
is the beginning of a positive trend and we look forward to seeing
how the Club will fare within the next few years.
The total premium collected this year was $243.2 million and the
claims figure was $230 million. The free reserves increased from
$169.1 million in 2009/10 to $182.7 million in 2010/11. The Club
total assets are $981.2 million.
The difficulties the Club has experienced lately can be seen in
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the evolution of its mutual tonnage. In 2006/07 the Club had 62.8
million GT (it was the fifth Club in terms of tonnage) and now
has only 49 million GT. It is easy to understand that a stricter
underwriting policy will result in some of the members deciding
to leave or not being offered renewal terms. But it is also true that
other Clubs have managed to have more disciplined underwriting
and to post significant growth of their tonnage. Therefore it
appears that West of England needs to make more efforts and to
continue with the radical changes in order to be able to secure a
brighter future.
The claims experience for 2010/11 has been positive when
compared with the very high cost experienced in 2006 and 2007.
Claims numbers for the Club’s Members have continued at the
lower levels experienced during 2009/10 although the frequency
of claims above $250,000 has increased. Two claims for the year are
estimated to exceed the Club retention of $8 million. For the first
part of 2011/12 the Club advised that claims costs were forecast
to be significantly lower than for 2010/11. In particular, as a result
of changes in business underwritten at and since the renewal, the
Club estimated that it has less exposure to long tail personal injury
claims, a trend which is expected to reflect positively in the results
for the current year.
There were some changes in the claims department aimed at
improving the performance of the claim handling process. First,
the structure of the claims department in London has been

reorganized in order to reallocate the routine claims handling
tasks and make more time available for the delivery of key claims
handling and advisory services and to allocate more resources to
handling large and complex claims. Also, claims data handling
has been improved with the implementation of the “Gateway”
software system which integrates claims communication with
core claims data, including claims payments, estimates and
incident details, thereby allowing more efficient streamlining of
workflow processes within the department.
Concerning loss prevention, the Club mentioned that it was
concerned by, amongst other things, the cargo liquefaction
problems appearing after loading (iron and nickel) ore cargoes
with moisture content in excess of the “Transportable Moisture
Limit”. The Club has provided full support to members in taking
steps to ensure that these types of cargo are safe for shipment and
has held a number of seminars about cargo liquefaction around
the world to familiarize Members with the risks and the necessary
precautions. Another initiative was the issuance of a new series of
safety posters entitled “Think!” which encourages good practice
and highlights the potential consequences of not doing so. These
posters were issued in eleven principal maritime languages.
On the corporate side, a new managing director has been
appointed in Greece, in order to reflect the importance of Greece
as a segment of the Club’s membership.
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III.
Other P&I facilities including fixed
premium
market

The International Group of P&I Clubs covers
90% of the world’s P&I insurance market whilst
the remaining 10% is covered by small, niche
players.
Obviously, few of the other players (most of
them fixed premium facilities) can compete

with the Clubs in terms of pricing, security and
services offered. Nonetheless, some of these
alternatives are solid, viable businesses and they
deserve to be mentioned in this report. Others
worth being mentioned for their potential (see
China P&I Club or Korea P&I Club) or for the
alternative they offer in particular areas.

BRITISH
MARINE

Founded in 1876, British Marine Luxembourg
S.A specializes in the underwriting of Hull &
Machinery (H&M), Protection and Indemnity
(P&I) and Legal Expenses (FD&D) insurance for
small to medium sized ships (up to 10,000 GT)
together with bespoke Personal, Professional and
Intermodal liability products. British Marine used
to be a mutual, but in 2000 it demutualised and
today its operations are fully integrated within
QBE Marine & Energy, although it is still trading
under the name of British Marine. QBE’s S&P
rating is “A+”.

BRITISH
MARINE

British Marine is the main competitor of the Shipowners Club,
targeting smaller vessels (coastal ships, tugs and barges, ferries,
fishing vessels, etc). However, bulkers, tankers and general
cargo vessels are also well represented, accounting for slightly
more than 45% of the portfolio. Apart from Shipowners, the main
competitors in the niche market are RaetsMarine, Navigators
and Osprey, but the general feeling is that only British Marine
can compete on equal footing with the P&I Clubs in terms of
the quality of its client services.
In 2010, British Marine reported more than 10,000 vessels
insured (in 2009 the number was almost 11,000) and a total
tonnage of approximately 13.5 million GT (the same as in 2009).
The P&I premium for 2010 was $125 million (in 2009 it was
$131 million).
The integration of British Marine into QBE (which we reported
last year) appears to have run into some obstacles. In June 2011
QBE acknowledged that “a number of the British Marine P&I
underwriting and claims staff have resigned, all of them leaving to join

Tonnage by Vessel Type

7%
%

2%
7%
29%

10%
10%
10%

14%
11%

Gt Percentage
29.0%
14.0%
11.0%
10.0%
10.0%
10.0%
7.0%
7.0%
2.0%

General Cargo
Smooth Water Vessels
Miscellaneous
Bulk Carriers
Tugs / Utility
Unitised
Tankers
Fishing vessels
Yachts

General Cargo
Miscellaneous
Tugs / Utility
Tankers
Yachts

Smooth Water Vessels
Bulk Carriers
Unitised
Fishing vessels

74
www.britishmarine.com

BRITISH
MARINE

another P&I provider, the identity of which is unknown to us at present”.
The press reported that two senior underwriters (Charles
Dymoke and John Hearn) and a senior claims manager (Steven
Kirk) were leaving British Marine. Later on, British Marine
confirmed the departures and also advised that other employees
departed, too. On top of these departures, Robert Johnston,
the ex-chairman of British Marine (now Chairman of both the
Marine & Energy Division and British Marine within QBE) is
retiring at the end of this year. It is unclear at this stage what
Mr. Johnston’s future plans are but he advised that he would
look forward to a new challenge, which suggests that he might
get involved in another business project. However, while his
eventual destination and that of the other three senior departing
personnel is still unclear, the departures are certain and seem
to indicate some discontent within the ranks of British Marine,
though no one can say for the moment if this is related or not to
the integration of this initially independent business within the
mainstream QBE.
Questioned about the effect of the departures, British Marine

advised us that “As for the recent departures we are actively seeking
replacements for the key personnel which have left. This will be a mixture of
internal promotions and external acquisition however would stress that we
will not rush this procedure as we want to make sure we get the right people
for the positions that need filling”. Later on, it was confirmed that
some experienced people have been recruited to replace the key
losses. Yet, despite this, a few more employees have left British
Marine, which certainly is not a good sign for the troubled P&I
provider.
Looking at the figures, which are sluggish, and learning about
the above-mentioned departures one would wonder if British
Marine is somehow losing steam under QBE’s reign. We hope
that this is not the case, as this was the organization that
proved that P&I insurance could be offered not only outside
the International Group of P&I Clubs but also as a commercial
business that managed to maintain high standards of service
quality. We wish them good luck for the short-term bumpy ride
they will experience until they will have a fully functional team
again.
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NAVIGATORS

Navigators P&I is part of the Navigators Group,
an international specialty insurance holding
company, with a strong competitive position and
brand name in the marine insurance segment of
the property/casualty industry. The group has solid
underwriting expertise in its specialized niche and
is one of the leading underwriters in the U.S. and
global marine insurance market. Headquartered
in New York City, Navigators has offices in major
insurance centers in the United States, the
United Kingdom and Continental Europe, the
latest office opened being in Copenhagen. It also
owns and operates Lloyd’s Syndicate 1221.

NAVIGATORS

The Group is very solid, with total assets of $3.5 billion
and gross written premium of $987.2 million in 2010 and a
statutory surplus of $686.9 million. However, no matter how
impressive these figures may sound, one must remember that
the Group is involved in many lines of business (Marine &
Energy, Specialties, Professional Liability and Inland Marine).
The P&I book of business is only a part of the Marine & Energy
segment, which also includes blue water hull, cargo and specie,
marine liability, transport, onshore & offshore energy. In fact,
from $505.8 million gross premium related to marine business
only $24 million was related to P&I. Moreover, the P&I gross
premium is decreasing: in 2009 it was $25.4 million and in
2008 it was $28.9 million.
The P&I team is based in London and offers fixed premium
P&I insurance for vessels, and has a total underwritten tonnage
of 2.1 million GT. The focus is on smaller owned or chartered
vessels (generally up to 12,000 GT) engaged in coast-wise/
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NAVIGATORS

short-sea and limited ocean trading. Almost 64% of insured
vessels are general cargo vessels and bulkers. Tankers and tugs
and barges were also important classes of risk, representing
6.9% and 13.6% of insured tonnage respectively.
The company informs its potential clients that its P&I
limit can be selected by the shipowner (up to a maximum
$50,000,000), which is deemed a sufficient limit to meet most
clients’ exposures arising from their operations. Moreover,
the company emphasizes that it offers tailor made cover,
ensuring maximum cost-effectiveness through the avoidance
of unnecessary coverage.
Navigators P&I doesn’t insure US flagged vessels nor US
operators although the origins of the group are from US. Also,
no FD&D cover is offered, although many other marine related
products are available from the Navigators Group.
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RAETS
MARINE
RaetsMarine appears to be the second largest of
the fixed-premium providers. It is an underwriting
agency with about 100 employees, a niche,
specialist “retail” marine insurance provider with
a global client base and with its head office in
Rotterdam and branch offices in Paris, London
and Singapore.

RaetsMarine is offering products within the following lines of
business: Charterers Liability, Shipowners P&I (blue water and
inland craft), Multimodal – Ports & Logistics, Marine Cargo,
Marine Hull (including Builders’ Risks) and Marine Specialist
covers.
The company started offering P&I Insurance for seagoing vessels
in January 1999. The anticipated premium income in 2011 is
$102 million ($80 million representing the P&I share). It insures
4,500 vessels at about 6 million GT.
RaetsMarine offers a comprehensive P&I package at fixed
premiums, which can be tailor made to suit the needs of various
types of shipowners. As a “niche player” it targets shipowners with
vessels up to 10,000 GT and any other non-cargo carrying vessels,
such as specialist craft, yachts, fishing vessels, tugs and supply
vessels operating at sea or in ports. Trading limits are restricted
to non USA trading, and to non Trans-Atlantic or Trans-Pacific
voyages. There are no restrictions as to vessel age and singletons
will also be quoted.
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MARINE

Within the book of P&I business for shipowners, 15% of insured
vessels are general cargo vessels and 13% are barges. 42% of the
portfolio consists of specialist craft. RaetsMarine’s clients are
located in North and South America, Europe, Turkey, Middle
East, India and Asia Pacific.
A separate inland craft P&I business was set up in January 2003. It
represents about 4,000 vessels with about 3.5 million GT and the
anticipated premium income for 2010 is Euro 1.5 million.
RaetsMarine is just an underwriting agency; the actual carrier
is Amlin Corporate Insurance N.V. (“ACI”). ACI is rated “A-”
(Stable) by Standard & Poor’s and “A-” (Positive) by Fitch
Ratings. ACI is a 100% subsidiary of Amlin plc, which is a FTSE250 quoted company, and a leading independent insurer operating
at Lloyd’s, in the UK, Continental European and Bermudian
markets.
Amlin plc owns 100% of Lloyd’s Syndicate 2001 that is rated “A+”
(Excellent) by AM Best and “A1” (Stable) by Moody`s.
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OSPREY

OSPREY
Established in 1991, Osprey Underwriting Agency
Limited is the oldest provider of fixed premium
Protection and Indemnity insurance in the
market. The Agency was set up to provide fixed
premium Protection and Indemnity coverage for
the owners of smaller craft and vessels engaged in
regular short-sea trade.
The Agency is managed and run by experienced professionals
who have been involved in both the P&I Club world and the
London commercial insurance market & at Lloyd’s. In fact it
is Lloyd’s that provides the underlying security for Osprey’s
operations, so that the company benefits from Lloyd’s “A+”
(stable) rating assigned by S&P.
Osprey provides Protection and Indemnity insurance to
owners of smaller craft and vessels on a fixed limit, fixed
premium basis. A wide variety of vessel types and operations
are catered to including tugs, barges, fishing vessels, small
craft vessels and other vessels engaged in the carriage of dry
cargoes. The agency has recently expanded its P&I account
to include larger dry cargo tonnage up to a maximum limit of
25,000 GT.
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OSPREY

Coverage can be provided on a worldwide basis to owners
located anywhere in the world. The feature that distinguishes
Osprey from other fixed premium insurers is its focus on US
brown water vessels. While other fixed premium insurers avoid
US flagged or managed vessels (some even avoiding vessels
trading to the US), Osprey is in fact competing for a share of
the US market. 65% of their vessels are from USA. The vessels
insured are mostly tugs, barges and fishing vessels.
Osprey offers limits up to $100 million for any one accident
or occurrence. The policy terms, clauses and conditions are
negotiable and may be tailored to each owner’s needs.
At the end of 2010 Osprey was insuring a fleet of about 2,200
vessels, whilst the P&I gross premium related to the same
year was about $38 million.
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HANSEATIC
P&I

HANSEATIC
P&I
Hanseatic P&I is an insurance consortium founded
in 2005 by five German Insurance Companies:
Allianz, Gothaer, Kravag, Ergo and Sovag. As of
March 2011 Torus AG joined the consortium. This
consortium has been managed by Zeller Associates
Management Services GmbH Hamburg from the
day it was established.

This commercial business venture is a fixed premium P&I
insurance provider. At the beginning, the management decided
to start the business with German and Northern European
interests and later expand the business to specific geographical
areas. At present, Hanseatic is writing business from all Europe,
Russia and Turkey and going to expand to Middle East /
North Africa region. With the strong and highly rated security
behind it and with great re-insurance support (continental reinsurers like Swiss-Re and Munich-Re and Lloyd’s of London),
Hanseatic is able to provide P&I cover for all types of vessels
with a limit up to $500 million. Being a relative newcomer
Hanseatic puts an emphasis on its flexibility, which allows it to
provide tailor made coverage for the needs of its clients.
Although its main target accounts are small to medium size dry
cargo & container vessels, Hanseatic can provide P&I insurance
for vessels of various types and sizes. There are some restrictions
for bulk carriers (gross tonnage should be less than 35,000 GT),
for tankers (gross tonnage should be less than 10,000 GT) and
for seagoing (not sheltered water) passenger vessels (capacity
should not exceed 200 passengers). Also, single hull vessels
should not exceed 20 years of age.
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HANSEATIC
P&I

Hanseatic P&I is also providing ship owner’s liability,
charterer’s liability and inland craft P&I cover. FD&D is
provided as an additional legal expenses cover by Zeller
Associates Management Services under the brand name
“Hanseatic Defense” based on a different consortium of
German insurance companies.
The total tonnage entered with Hanseatic P&I at the
end of 2010 was 2.1 million GT, while the total premium
income for the same year was $14.7 million ($3.5 million or
32% more than in 2009).
At the end of 2010, Hanseatic P&I and Allianz Russia
agreed on a fronting solution for P&I business in Russia.
The new P&I insurance product in Russia is named
Allianz-Hanseatic P&I and is the only internationally
rated and completely admitted P&I insurance according to
local law and jurisdiction in Russia. The product is fronted
by Allianz Russia, backed by Hanseatic P&I Germany and
fully managed by Zeller Associates Management Services
GmbH.
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CHINA
P&I CLUB

China P&I Club insures vessels based on
coinsurance arrangements with a number of
members of the International Group of P&I
Clubs. The Club has made an application to join
the International Group and it seems that the
Group members agreed to allow it to join the
organization, with formal approval expected in
time for the February 2012 renewal.

The Club has mostly Chinese members and that appears to
have triggered some reservations among the existing members
of the International Group. However, the Club is now reporting
that members from Hong Kong, Singapore and other Far East
Areas have also joined the Club.
The Club has a solid free reserve of $685.6 million and the ratio
of free reserves over Gross tonnage ($24.7/GT) is more than
twice that of the Shipowner Club’s (which is the best within
the International Group). However, the security associated
with the way the funds are invested is a different issue and in
the past there were voices raised expressing concerns in this
respect.
China Club reported that following the February 2011 renewal
there were 135 members with 1,043 entered ships totaling 27.8
million GT. The total entered tonnage increased by 3.79 million

CHINA
P&I CLUB

GT, representing an increase of 15.79% in comparison with the
previous policy year. 61% of the newly entered tonnage during
the 2010/11 policy year was comprised of new buildings.
The total premium for the 2010/11 policy year amounted to
$30.7 million, $6.6 million more than in 2009/10. The cost of
claims for the same period was $17.8 million, an increase of
$4.1 million compared to the preceding year. The surplus from
operating activities was $6.8 million.
As regards claims, cargo liability and crew illness claims remained
the most frequently occurring types. Collision liability, cargo
liability and crew claims were the incident types giving rise
to the largest claims by value. Compared to the 2009 policy
year, collision liability surpassed cargo liability, and ranked in
first place, due to some collision incidents that proved to be
particularly costly.
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SOUTH OF
ENGLAND

South of England is an independent Club, i.e. it is
not a member of the International Group of P&I
Clubs. It is registered in Bermuda but the management is based (formally) in Liechtenstein, while
the day-to-day management is delegated to another
company based in Zurich. The Club commenced
underwriting on 20 February 2004 in accordance
with the Bermudian regulatory requirements and
has in place an excess of loss reinsurance program to
protect the Club for $24,900,000 excess of $100,000
placed 100% with Lloyd’s of London and other
Standard & Poor’s “A+” rated security. Additional
reinsurance with Lloyd’s of London security up to
$100,000,000 can be competitively purchased as
necessary on an individual basis.

SOUTH OF
ENGLAND

The Club is insuring around 800 vessels and has an entered
tonnage of about 9.5 million GT. About one third of the fleet
is controlled from China. If taken together with the Hong Kong
controlled vessels, this figure increases to almost 50%. Other
important areas where the Club is active are Taiwan, South
Korea, India, Middle East, Greece, Denmark, UK, Belgium, and
Nigeria.
In our last year’s report we mentioned that the Club seemed to
be experiencing financial difficulties, charging cash calls for the
underwriting years 2006, 2007 and warning that another one may
be levied for 2008. This year the misery seems to continue, with
the Club announcing further cash calls: 45% on the underwriting
year 2008 and another 45% on 2009.
The Club was the insurer of the bulker “KHALIJIA III” that
collided with “MSC CHITRA” in what may be the costliest P&I
claim of the year, although it seems that the vessel’s collision
liabilities were placed with H&M insurers.
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SOUTH OF
ENGLAND

Despite having triggered repeated cash calls, the managers of
the Club insist that the Club is financially secure in view of
the reinsurance program set up with Swiss Re and a number of
Lloyd’s syndicates. TradeWinds reported that the Club managed
to recruit a high profile claims manager, Mr Mark Dieter, who
used to work for Britannia.
Despite these attempts to reassure the Members, at the moment
this report was going to press, we learned that the Club may be
liquidated. More precisely, the Bermuda Monetary Authority
requested (and the Supreme Court of Bermuda approved) the
appointment of KPMG Advisory Ltd. as Provisional Liquidators
of the South of England Club. The main reason of this action
was the Bermuda Monetary Authority’s uncertainty regarding
South of England’s ability to meet its financial obligations. We
understand that South of England is now restricted from writing
any new or renewal business. South of England may intend to
challenge the appointment of the liquidators.
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KOREA
P&I CLUB

KOREA
P&I CLUB
The Korea P&I Club is an ambitious independent
Club offering P&I coverage limits up to $300
million. Members of the Korea P&I Club
include Hanjin, Hyundai Merchant Marine, STX
PanOcean, SK Shipping, Chang Myung, Korea
Line, Korea Maritime Transport, Sinokor, Pan
Korea Line and Boyang.

The Club is targeting a premium of $30 million this year, $4
million more than last year. The Club’s free reserves grew more
than projected to $18 million, around $6 million more than last
year, due to an underwriting surplus of $6.7 million. Currently
Korea P&I Club covers around 870 vessels of about 10 million
GT (one million GT more than last year). The plans for the
future are even more aggressive, with tonnage targets for 2020
being 20 million GT and around $100 million for premium.
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INGOSSTRAKH

Ingosstrakh has been established in 1947 as an
administrative division of the USSR Ministry of
Finance, but eventually developed into a large
insurer operating both in the Russian Federation
and abroad. Today it is a multi-line national Insurer
and leader in the Russian insurance market both in
terms of size, collected premiums and the amount
of actual insurance claims paid. Standard & Poor’s
rating for Ingosstrakh is “BBB-”.

INGOSSTRAKH

The company operates in Azerbaijan, Kazakhstan, Uzbekistan,
Ukraine, India and China. It offers practically all types of
insurances. The marine portfolio represents only 5-6% of the
whole of Ingosstrakh’s insurance business.
The company offers both H&M insurance (including Loss of Hire
and Builders’ Risks) and P&I (including TCL and FD&D). It
took advantage of the fact that Russia used to have a substantial
fleet in order to build a solid expertise on the shipping industry,
understanding its challenges and its needs.
Concerning P&I insurance, Ingosstrakh has a 41% share of the
Russian P&I Market and provides a standard P&I cover on a
fixed premium basis with limit of liability of up to $500 million.
The P&I cover is protected by a reinsurance program placed with
Lloyd’s underwriters, such as Catlin, Brit, Starr, Aegis, Watkins
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INGOSSTRAKH

and Novae, with 31.5% covered by Navigators Insurance Co.,
Torus Insurance (UK) Ltd., Polskie Towarzystwo Reasekuracji
SA, Korean Re, Sava Re, International General Insurance Co. Ltd.
and Mapfre Re.
Presently nearly 97% of Ingosstrakh’s marine insurance premium
is made up by Shipowners liability insurance, the remaining
share being related to FD&D and Charterers liability coverage.
Ingosstrakh’s current portfolio consists mainly of owners/operators
from Russia and other East-European countries. Although 45% of
Ingosstrakh tonnage (de jure) fly foreign flags, these vessels have
in most cases some form of Russian or former Russian ownership.
The majority of tonnage entered (55%) is less than 5,000 GT.
Ingosstrakh covers a wide range of ships, from very small inland
operation vessels through to larger (in excess of 20,000 GT) ocean

going vessels. Ingosstrakh accepts various types of vessels, but
specifically avoids tankers that carry persistent oil as cargo. Other
types of vessels that the company is also unwilling to quote for
are: large tankers, passenger vessels carrying more than 1,000
passengers or US flagged or crewed vessels.
The company issued 754 P&I policies in 2010, counting among
its clients companies like: Volga Shipping Co., Kaalbye Shipping
Co., commercial fleet of Donbass, Norilsk Nickel AKROS fishing
company, Aquaship, Sovcomflot, Fedcom Shipping, Salhus
Shipping A.S., Pacific Andes, Ocean Agencies Ltd., Myanma Five
Star Line and Pianura Armatori SLR.
It is interesting to note that the loss ratio for the P&I business
was below 100% over the last 10 years, except for 2007. In 2010
it was 80%.
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ROSGOSSTRAKH

Rosgosstrakh is a Russian insurance company
founded in 1921 that has 14.2% of the Russian
insurance market share (all lines excluding
compulsory insurance).

Between 2001 and 2010 the company was privatized and it is
now 100% privately owned. Today it employs more than 100,000
personnel in more than 83 regional branches and 3,000 offices
throughout Russia. For 2010 the company reported assets of
$4,343 million and reserves of $2,069 million.
Concerning the marine business, Rosgosstrakh is No. 3 in Russia.
It writes both H&M and P&I lines of business (since 2008) and
it aims to become a quality niche player with leading positions
in the H&M and P&I market for Russia and ex-soviet countries.
85% of the P&I portfolio is made up of Russian shipowners.
In 2010 the company had a total premium related to the marine
business of $3.3 million. Rosgosstrakh is not rated by the
international agencies, but has a rating of A++ from Expert Ra,
a local rating agency.
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HYDOR

HYDOR

One of the most recent new fixed-premium P&I
facilities has been launched by Johan Gjernes, who
spent 12 years in various senior positions within
Skuld.

Hydor is based in Oslo and will act as a managing general agent,
underwriting on behalf of Brit’s Lloyd’s of London syndicate
2987. As with most of its competitors in the fixed-premium
market, Hydor will target smaller tonnage, focusing on vessels
up to 10,000 GT. The facility will offer P&I coverage for both
shipowners and charterers and even hull cover may be available,
but only for owners buying P&I from Hydor. Hydor provides
limits of cover up to $500 million. Hydor’s underwriting policy
seems to be a little bit different from other P&I insurers, in the
sense that it outsourced its claims handling to “C Solutions Ltd.”.
Hydor describes C Solutions Ltd as “a Global Legal and Claims
Consultancy staffed by lawyers from the major UK shipping law firms,
former P&I Club Senior Managers, Master Mariners and Engineers”
and advises that claims are handled from C Solutions’ London
base (Lloyd’s Building) and from dedicated branch offices
in Newcastle, Monaco, Greece, Dubai, India, Hong Kong,
Shanghai, Australia and through a commercial and legal network
of correspondents around the world.
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In last year’s P&I report, we wrote about this
initiative of the top managers of the American P&I
Club and also advised that there were voices in
the industry expressing concerns about potential
conflicts of interest.

As of July 1, 2011 the operations of this facility have been
restructured. The facility operated by Eagle Ocean Agencies,
Inc. offers full P&I and FD&D cover for policy limits up to $25
million for P&I and $2 million for FD&D. The change to the
Club’s security reflects the American Club’s backing of a venture
for which primary underwriting capacity was originally supplied
by Lloyd’s underwriters.
Eagle Ocean Marine claims that the change to the structure
brings significant advantages to its clients since they will now
benefit from the American Club’s blue cards and letters of
undertaking to secure claims and prevent the arrest of vessels.

Shipowners buying cover from Eagle Ocean Marine will be policy
holders (their insurance contract will be defined in the policy
terms and conditions) and will not become Members of the
Club. Cover is available to operators worldwide excluding those
based in the USA or trading exclusively in US waters.
Eagle Ocean Marine has associated offices in New York, London,
Piraeus and Shanghai and is operating with a full network of
claims agents around the globe. According to its advice sent to
brokers, in almost 18 months of existence it has built a small but
well performing book of business.
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P&I CLUB
The P&I cover offered by P&I Clubs or other
established P&I insurers to Iranian shipowners had
suddenly become unavailable due to the tsunami
of international economic sanctions. Obviously a
solution had to be found to this sudden change that
threatens these shipowners’ ability to trade at least
in the places where the sanctions are not enforced.

According to TradeWinds, there are plans to launch a new
Iranian P&I Club (named provisionally Kish P&I Club, after the
island of Kish – a free trade zone in the Persian Gulf where it
will be based), backed by the Iranian government. Due to the
government’s support, the Club would be able to offer up to $1
billion limits of cover.
In view of the fact that Iranian companies control around 300
vessels of 17 million GT (more than American Club and on par
with Shipowners Club) this may be a viable project, all the more
so bearing in mind that expertise is also available. Mr Mohammad
Souri, the chairman of NITC has been on the board of Steamship
Mutual for 27 years and even chaired the London subsidiary of the
Club. The challenge that we see for the intended Club is related
to the same sanctions that chased the Iranian shipowners out of
the International Group Clubs. Being subject to the sanctions
may very well mean that accepting letters of undertaking from the
new Club or payments for settling the claims against the Club’s
shipowner members may also fall under the sanctions regime.
That would obviously reduce the area where the shipowners
would be able to operate and/or where the Kish P&I Club’s cover
would be effective to only those countries that don’t enforce the
sanctions decided upon by the UK, EU or US.
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PHOENIX P&I

PHOENIX
P&I
Following the departures of the senior personnel
from British Marine and especially after other (more
junior) employees left the P&I insurer, there were
some speculations in the specialized press (especially
TradeWinds) about the significance of these moves.
The speculations became more intense after reports
that one or two underwriters from Shipowners Club
were also on the move.

TradeWinds mentioned rumours that a new venture offering
P&I insurance will be launched during the autumn and even a
name (Phoenix P&I) has been mentioned, as well as the name
of some potential insurers backing the scheme. Obviously, there
were questions about the possibility for the departing personnel
from British Marine to join the mysterious new P&I fixed
premium facility.

Yet, despite the intense speculations, nothing yet is clear. Up
to now, no one has officially admitted that such a venture will
be launched and the senior executives that left British Marine
declined to comment on their departures or on future plans.
Bearing this in mind, we must say that all we have up to now is
only rumours and therefore we are very curious to learn of any
(real) developments in this respect.
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