This, our 4th P&I market report, will inform you of the financial health & comparative well
being of the various P&I Clubs comprising the International Group, as well as that of other
insurers offering P&I products to the ship owning community.
Following the turbulence of the most recent P&I year renewals, the February 2011 – 2012
renewal season promises to be positively serene by comparison. Shipowners may reasonably
expect their respective Clubs to present solid balance sheets upheld by strong reserves and
sound underwriting discipline. In the circumstances, it is also to be expected that each Club
will ask for a token 2.5 – 5% increase as their opening salvo on renewal negotiations, with
shipowners boasting clean records renewing on “as expiring” terms.
Against a backdrop of bank failures and heavily indebted economies, the International
Group of P&I Clubs is a reliable beacon of financial stability and security. It is a rare example of a harmonious international organization whose members offer a product combining
unrivalled service and rock solid financial security. This apparently effortless accomplishment is actually the result of difficult negotiation, compromise and sacrifice in the interest
of achieving a balance between the many conflicting forces at work beneath the surface.
Make no mistake, strong currents threaten the stability of the International Group. We have
all learned of the European Community’s anti-trust investigation, but perhaps are less aware
of the growing influence of fixed-premium P&I insurers that attract a growing number of
potential Club members with each passing year. The Club managers take understandable
pride in their collective ability to have overcome the threats represented by the claims spike
of 2006 -2007 and the financial recession of more recent memory. Unfortunately, the market
has a shorter memory and will sooner forget these achievements than remember the supplementary calls that were needed when they could least be afforded.
In particular the recognition amongst owners of smaller vessels that they could avoid supplementary calls entirely and still enjoy more than adequate levels of cover and service, has
sparked a demand for fixed-premium P&I that shows no signs of abating. The migration of
shipowners to this market will inevitably reduce revenue and undermine the International
Group’s claim to represent the majority of the worldwide ship owning community.
The anticipated addition of a Chinese P&I Club to the International Group in 2012, and of a
Korean P&I Club further in the future, will do much to strengthen the International Group
and restore its claim of worldwide representation. However, the added presence of another
large Club, and one with a predominately national and state-owned membership, presents
an entirely new set of challenges that will test the coherence of the Group, potentially aggravating existing pressures between larger and smaller Clubs on a range of issues from loss
retention to underwriting philosophy.
The impact of the Fixed Premium P&I market competition represents a less immediate
threat; the Clubs have seen off such competition before. The EC investigation is another
matter, where even a minor intervention to the International Group’s structure may tip the
delicate balance that the Clubs have been struggling to maintain against ever increasing
pressures. If it does, the calm waters of the Club Pool may be released in unpredictable
directions and with unstoppable force. Although it is unhelpful to speculate on the potential
consequences at this early stage, the stakes are high for the Clubs and their Members alike.
As always, OMNI can be relied upon to monitor P&I market developments closely and to
keep our clients well informed.
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A. The last developments
The situation of shipping industry in 2010
The financial tsunami, as it has been called by some journalists, has passed. After a year and a half that drove the global
equity markets lower and lower and after almost $18 trillion
has been lost the bull has replaced the bear on the markets.
A remarkable recovery of the financial markets has been
recorded for the last year. Solid earnings reports and ongoing
improvement in profit expectations boosted investor spirits
all over the last year. Seeing the revitalization of the markets
and the equities getting closer to the levels before the crisis
some experts hurried to say that a global recovery is under
way and things are once again back on track. However, others are still anxious about the future developments, pointing
towards worrying sluggishness regarding the creation of new
jobs, the decrease of the total world trade, the ending of the
state funded investment programs, the trends in the real estate (which is not recovering as fast as the financial markets).
Obviously this uncertainty affected the shipping industry,
too. The main question is whether the shipping industry will
benefit of the financial recovery or will be “left aside”. This cli-

mate of uncertainty had as a consequence the reduction of the
numbers of newbuildings. RS Platou Report 2010 mentions a
reduction by 3.3% of the demand for newbuilt tonnage.
The woes of the world economy were not evenly spread as
some Asian and Latin American countries have recorded economic growth. In fact it seems that for the moment the support
of the world economy is now founded more on the upturn in
the emerging markets than on the economies of the developed
countries. A consequence of this situation was that the demand
for raw materials was solid, as it responded to the needs of the
emerging economies, like China and India. At the same time,
the demand for manufactured goods, representing the needs
of the more established economies was declining as a result of
their continual struggle to recover from the crisis. The “jobless
recovery” has seriously challenged the buying patterns of the
public in the developed countries. The effect on the shipping
industry was that the vessels involved in the trade of raw materials (bulkers, tankers) have enjoyed much better freight rates
(and employment opportunities) than the vessels involved in the
shipment of finished products (containers especially).

Clubs’ financial situation is improving
If 2008/09 seemed to be a year of doom for International
Group Clubs’ finances, 2009/10 was the year when the pendulum swung back. The change of the trends in the equity
markets rewarded especially the Clubs that had the audacity
to keep the profile of their investments unchanged. The total
of the investment returns for 2009/10 of the 13 Clubs went
over $700 million and this, coupled with an improvement in

claims, contributed to the lift the 13 Clubs’ total free reserves
to above $3 billion. Total assets of the Clubs are now somewhere near $10.5 billion.
In order to better represent the effects of the recovery of
the equity markets over the financial situation of the Clubs as
at 20 February 2010, we present hereby the Tables Nos. 1, 2
and 3 showing each Club’s investment result, total assets and
free reserve respectively.

TABLE NO. 1 - Investment Results

American Club:
Britannia:
Gard:
Japan Club:
London Club:

6

$20.800.000
$75.200.000
$195.400.000
$1.000.000
$42.700.000

North of England:
Shipowners:
Skuld:
Standard Club:
Steamship Mutual:

$12.000.000
$41.600.000
$52.100.000
$60.700.000
$42.800.000

Swedish Club
UK Club:
West of England:

$10.000.000
$78.000.000
$59.600.000
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TABLE NO. 2 - Total Assets

American Club:
Britannia:
Gard:
London Club:
Japan Club:

$361.300.000
$1.060.000.000
$1.900.000.000
$566.000.000
$446.500.000

North of England:
Shipowners:
Skuld:
Standard Club:
Steamship Mutual:

$1.029.000.000
$367.000.000
$567.300.000
$890.600.000
$721.000.000

Swedish Club
UK Club:
West of England:

$443.800.000
$1.207.000.000
$928.000.000

2010 2009 2008

TABLE NO. 3 - Free Reserves

American Club:
Britannia:
Gard:
Japan Club:
London Club:

$34.000.000
$268.900.000
$580.500.000
$117.400.000
$80.900.000

North of England:
Shipowners:
Skuld:
Standard Club:
Steamship Mutual:

$220.000.000
$123.700.000
$203.500.000
$226.000.000
$185.800.000

Swedish Club
UK Club:
West of England:

$99.700.000
$229.200.000
$173.600.000

American Club:
Britannia:
Gard:
Japan Club:
London Club:

$35.700.000
$276.500.000
$430.000.000
$124.100.000
$115.500.000

North of England:
Shipowners:
Skuld:
Standard Club:
Steamship Mutual:

$211.000.000
$96.100.000
$144.000.000
$176.000.000
$187.700.000

Swedish Club
UK Club:
West of England:

$107.000.000
$333.700.000
$161.000.000

American Club:
Britannia:
Gard:
Japan Club:
London Club:

$48.300.000
$375.900.000
$638.400.000
$134.400.000
$141.400.000

North of England:
Shipowners:
Skuld:
Standard Club:
Steamship Mutual:

$240.300.000
$135.000.000
$202.000.000
$242.800.000
$251.600.000

Swedish Club
UK Club:
West of England:

$121.700.000
$409.300.000
$169.100.000
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The increase of the regulatory regime and especially of the
regional regulation
An interesting trend observed by the Clubs in the recent years is
the increasing regulatory burden on ship owners, operators and
officers. Of growing concern for the Clubs is the proliferation of
uncoordinated, regional regulation and this is why the International Group has actively supported global solutions to regulatory
and compensation issues.
Nonetheless, sometimes arriving at a satisfactory mutual
compromise in order to put forward an international convention
proves to be too problematic and obstacle ridden or on other occasions the pace of progress on a particular matter is perceived
to be too slow by some nations and therefore many states chose
to develop their own legislation, often without the benefit of a
general picture over the issues involved.
As some Clubs have mentioned in their reports, among the
most concerning examples of such regional regulatory efforts
with good intents but questionable results are the ballast water
regulations and rules applying to fuel types and emissions. They
may differ from area to area to such a degree that sometimes the
ship owners or the crews find themselves technically unable to
comply with the demands of many separate and varying regimes.
Bearing in mind that ship’s crews are already under significant operational and administrative pressure, it is easy to conclude that further demands will almost certainly have the effect
of distracting crews from their key functions of safely operating
vessels; the very regulations that are intended to avoid incidents
could thus end up to be a contributing factor in causing them.
On top of that, as if that pressure was not enough, some states are
tempted to (or even already do so) push in the direction of criminalizing the crews and even the shipowners for non-compliance
to such regulations.

There has been a significant amount of legislative activity
over the past year in various parts of the world; notably:
• the official publishing of the Third European Union Maritime Safety Package,
• the implementation of the European Union Directive on
Environmental Liability (ELD), the Rotterdam Rules,
• increases in the limits under the United State Oil Pollution
Act of 1990 – OPA 90,
• US Vessel Response Plans (VRP) 22 Feb 2011,
• the new Regulations in China on the Prevention and Control of Marine Pollution,
• the amendments to the Migrant Workers and Overseas Filipinos Act of 1995 (which mandate, amongst other things, that any
claim arising from accidental death, natural death or disablement
shall be paid to the seafarer or their heirs without dispute, and on
an absolute liability basis i.e. without the necessity of the seafarer
or their heirs having to prove fault or negligence of any kind),
• (in various countries, especially USA and UK), sanctions
legislation against Iran.
With the exception of the Iranian sanctions the end result of
all these new legislation, laws and conventions is to further increase the burden of liability on shipowners.
On the anecdotic side, while mentioning the new Regulations
of the People’s Republic of China on the Prevention and Control
of Marine Pollution from Ships which were to come into force with
effect from March 2010 we should also underline that unfortunately, China had failed to provide a list of local approved pollutionprevention contractors by the time the law came into force. Under
the regulation, shipowners were supposed to appoint a contractor
before arriving at Chinese ports, so that the Chinese government
had to revert and advise that the new regulations were put on hold
until the preparation of the new regulatory regime is complete.

B. Underwriting
While commenting on the Clubs’ underwriting in our 2009
P&I report we expressed the view that underwriting will
remain of a paramount importance for the Clubs’ financial
stability for quite a while. We noted that some of the Clubs
seemed to learn the lessons of the past, while others were
still to prove that.
Looking at the results of the year 2009/10 one will notice a mixed image. There are Clubs that recorded a negative underwriting performance, like the American Club,
Britannia, Gard, London Club, Shipowners Club and West
of England. We can remark that Gard’s underwriting result
may be considered as relatively small when related to the
Club’s size and also that Gard’s underwriting result last year
was a $93.9 million surplus. Shipowners’ underwriting loss
of $2.2 million is also not necessary worrisome, especially
bearing in mind that Shipowners also recorded a $32.9 million profit last year. But in our opinion the remaining four
Clubs (i.e. American Club, Britannia, London Club and
West of England) should be concerned about their results.
8

The American Club has recorded negative results in the last
three years, whilst London Club and West of England were
hit by underwriting losses for the last 4 years. As we said last
year, it is little surprise that these Clubs were forced to levy
supplementary calls from their members during the financial crisis (we cannot help mentioning that in what concerns
the American Club it seems that the levy of supplementary
calls is rather their “business model” than an exceptional
circumstance). Maybe it was somehow logical that London
Club and West of England were among the Clubs under
pressure during the last renewal, with some of its members
moving elsewhere. Britannia is somehow a different case, as
it is regarded as a solid Club, but even for them, the fact that
they recorded an underwriting profit only in 2008/09 from
the last 4 years is not necessary a good sign.
From the Clubs that performed well in 2009/10 we can
notice that there are some visible differences. For example
North of England and Standard Club recorded deficits in
2006/07 and 2007/08 and corrected the situation only after the
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crisis signalized them that it is unwise to base themselves on
the investment returns. On the other hand Steamship had underwriting profit even in 2007/08 while Skuld is the champion
of the underwriting with 7 consecutive years of underwriting
profit (which is further confirmed by the positive half year result for 2010/11). UK Club is a “newcomer” among the Clubs

with positive underwriting results, this being the first positive
year in the last four. We mentioned in our previous record that
the Club was on its way to reorganize its underwriting department but only the time can tell if the change will produce the
desired effect and if the underwriting performance of this year
will become a constant in the future years.

TABLE NO. 4 - Underwriting performance

American Club:
Britannia:
Gard:
Japan Club:
London Club:

-$7.800.000
-$39.800.000
-$11.400.000
$6.000.000
-$10.200.000

North of England:
Shipowners:
Skuld:
Standard Club:
Steamship Mutual:

Since we are discussing underwriting performance we
should mention that in view of the investment returns and
the improvement in claims the Clubs were not under financial pressure so that no supplementary calls were announced
since 20 February 2010.
In our opinion the lack of financial pressure will result
in most of the Clubs applying modest general increases.

$16.400.000
-$2.200.000
$10.600.000
$14.500.000
$21.100.000

Swedish Club
UK Club:
West of England:

$7.800.000
$7.200.000
-$55.700.000

We anticipate increases between 0% and 5% and this view
seems to be supported by other specialists in the P&I field.
Furthermore, the first announcements in this respect from
Britannia, Standard and UK Club seem to confirm this view.
We were also predicting that some of the Clubs will feel the
need to adjust their deductibles and again it appears that
we were right.
9
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C. Claims
Before delving into our report on claims we felt that we
should point out that while reviewing the claims remarks
contained in the Clubs’ annual reports we have noticed at
least one common feature. What remains plainly clear for
them is that most of the claims, especially the large ones
are related to or have the same causal factor at their root:
the human error. According to the Clubs they have witnessed in the last period a number of large incidents where
incompetence and/or negligence led to disaster. After analyzing the large claims, the experts underlined again and
again the importance of proper passage planning, the need
for increased caution when proceeding under pilotage and
the consequences of a breakdown in effective bridge team
management during critical maneuvers.
The human error element is strongly related to the shortage of both the number and the quality of the seafarers. We
have realized that a common concern among the Clubs’
managers (especially those involved in claims handling) is
in relation to the fact that in some cases, crews today appear
to be less well trained, less experienced and less competent than they should be. Even during the recent economic
downturn (which has somehow diminished the demand
for seafarers and consequently the pressure on the crewing
managers and shipowners to accept substandard candidates)
there still appeared to be a shortage of qualified, properly
experienced seafarers. Needless to say that once the economy and the shipping industry will recover the demand for
seamen will only increase, with the negative consequences
in what concerns the competence and the experience of the
crews working on board of the vessels.
The Clubs also underlined the need to increase the attention and resources devoted to proper risk management policies and procedures, as the financial, reputational, and even
criminal consequences of mistakes nowadays are far more expensive than ever before. The Clubs remind the shipowners
that the recruitment of better quality crew and the review of
crew welfare to counter issues such as fatigue and the burden
of paperwork should continue to be a priority.
Turning back to the claims themselves, for 2009/10
the trend seems to be a decline in the number and value
of claims within Clubs’ retention when compared with
2008/09. In the same time, there is a reversed state of affairs
in respect of the Pool claims, which surpassed the 2008/09
levels.
As usual, cargo and crew claims are taking the lion’s
share in what concerns the number and value of claims, although the trends were somehow dissimilar. More precisely, the cargo claims saw a reduction, although not as much as
the Clubs were hoping in view of the economic slowdown,
whilst the crew claims saw an increase, particularly in respect of the values involved. Another tendency reported by
one of the Clubs was that crew claims related to Greece,
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China or Hong Kong started to replicate the personal injury
claim patterns from the USA. In the USA the cost of personal injury claims tend to increase during the life of the claim
and similar features are beginning to materialize in other
countries as well. Maybe the transfer of the compensation
culture from USA to other countries / cultures is also to be
blamed for this situation.
In what concerns other type of claims it is worth noting
that The International Tanker Owners Pollution Federation (ITOPF) advised that 2009 was the first year since it
started collecting data on tanker spills that recorded no major pollution incidents (i.e. over 700 tons in ITOPF’s definition).
Among the accidents that were significant enough to be
mentioned in the press, we can mention:
The ZHEN HUA 27 that had the misfortune of having
two Pool claims in the same policy year. The claims are the
result of the ship being involved in two separate collisions,
both in Brazilian waters.
In March 2009 a container ship, PACIFIC ADVENTURER, lost 31 containers of ammonium nitrate in heavy
seas about seven nautical miles east of Cape Moreton. The
fallen containers caused damage to the ship and resulted
in the loss of heavy fuel oil. 230 tons of fuel oil, 30 tons of
other fuel and 31 shipping containers (620 tons) of ammonium nitrate spilled into the Coral Sea and the spill affected
60 kilometers of coastline. While leaving Brisbane after repairs the vessel collided with small a fishing vessel west of
Groote Eylandt in the Gulf of Carpentaria.
In April 2009 M/V DANOOSH (Iran, 13914gt)collided
with M/V LAGUN MAS (Indonesia, 2996gt ) in Singapore
Strait 3 km SW of St. John’s Island, 23-April-2009. M/V
DANOOSH hull was damaged and water penetrated into
the cargo hold. To avoid sinking, the ship was towed and
beached on Singapore’s Outer Shoal. Svitzer Salvage Asia
was hired to carry out the salvage operation. M/V LAGUN
MAS only suffered damage to its railing and starboard side
bow section and continued its voyage.
In June 2009 a small oil tanker, NHAT THUAN, exploded and sank off the southern coast of Vietnam. There
was a spill reported and 3 of 13 crew were reported missing.
In July 2009 the FULL CITY ran aground near Sastein
on the Southern coast of Norway spilling more than 250
tonnes of heavy fuel oil which affected over 600 kilometers
of coastline.
In September 2009 the 2,861-TEU MSC NIKITA
clashed with the general cargo vessel NIRINT PRIDE at
about 40 km west of the Hook of Holland. MSC NIKITA
was holed near the engine room and was towed back to Rotterdam having taken on water.
In October 2009 the LOCH RANNOCH, miscalculated
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her maneuver for approaching an FPSO off Shetland in the
North Sea to load a cargo of crude oil. Following the collision with the stern of the FPSO the oil production operations had to be shut down and it is certain that claims will
exceed the ship’s limitation amount.
In November 2009 the Dutch inland tanker VESTLAND collided with a bridge on the Rhein-Herne Canal
near Oberhausen, Germany. One crewmember was killed
and the captain suffered serious injury after the wheelhouse
was torn off and pushed into the canal.
In the same month the 115,577-dwt crude tanker ALJALAA collided with the 14,000-TEU container MSC KALINA in the Singapore Strait. No injuries reported. Both
vessels made it safely to port but reported significant damage, with MSC KALINA suffering hole / hull breach on its
port side amidships.
In December 2009 the Ro-Ro carrier CITY OF BERYTUS caught fire at berth 1227 in the port of Antwerp. The
fire spread from the engine room to car decks and required
evacuation of all crew. The fire was so severe that it was left
to burn for three days in a controlled fire. The vessel was
subsequently declared a CTL.

In the same month M/V MAERSK DUFFIELD had an
explosion followed by fire in the engine room off Brisbane,
Australia. One crew member needed to be hospitalized for
smoke inhalation.
Also in December 2009 Polembros Shipping Ltd. was
sentenced in a federal court in New Orleans to pay a $2.7
million criminal fine for violating anti-pollution laws, ship
safety laws, and making false statements during a U.S.
Coast Guard investigation of the M/V THEOTOKOS.
In January 2010, a major oil pollution incident occurred
in the United States. The tanker EAGLE OTOME having
on board a full cargo of crude oil collided near Port Arthur,
Texas with the lead barge of a two tank barge tow being
pushed downstream by the tug DIXIE VENGEANCE.
Following the incident 1,500 tonnes of high sulphur cargo
have been spilled into the Sabine-Niches waterway. This
incident will probably reopen the debates over the effectiveness of double-hull tankers in high-impact collisions.
Also in January 2010 collision between a K Line-chartered 4,260-car-equivalent-unit (ceu) car carrier Curitiba
(built 1984) and a trawler has left 12 fishermen missing off
Fujian province in China.

D. Movement of accounts during the 2010 renewal
The reasons for which a shipowner may decide to change his
Club can vary and not all the time the Club’s performance is
the catalyst of such a decision. However, the general trend
of vessels moving from one side to another may be an indication about the shipowners’ perception of the performance
of the Clubs (in what concerns the financial solidity, the underwriting performance, the investment returns, the claims
handling and more generally the client service).
Looking back at the 2010 renewal, North of England,

Standard and Skuld appeared to be the notable winners while
the UK Club, West of England and London Club were put
under pressure. But the top-ranking Gard and Britannia clubs
have also lost fleets in something of a market upset, especially
as Gard was not seeking any general increase.
Tables 5 and 6 below will show the changes in the Clubs
tonnage over the last three years and the split between
owned and chartered tonnage for each Club as at 20 February 2010.
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2010 2009 2008

TABLE NO. 5 - Entered tonnage
Evolution during the last 3 years (million GT)

American Club:
Britannia:
Gard:
Japan Club:
London Club:

13,8
127,5
158,9
96,1
41,0

North of England:
Shipowners:
Skuld:
Standard Club:
Steamship Mutual:

90,0
15,2
80,0
73,0
72,0

Swedish Club
UK Club:
West of England:

32,1
161,0
71,9

American Club:
Britannia:
Gard:
Japan Club:
London Club:

13,3
135,0
178,0
102,0
44,1

North of England:
Shipowners:
Skuld:
Standard Club:
Steamship Mutual:

95,0
15,9
97,6
83,0
75,0

Swedish Club
UK Club:
West of England:

37,5
164,0
70,0

American Club:
Britannia:
Gard:
Japan Club:
London Club:

16,8
137,9
184,9
103,9
40,6

North of England:
Shipowners:
Skuld:
Standard Club:
Steamship Mutual:

114,4
16,6
100,0
110,0
82,8

Swedish Club
UK Club:
West of England:

39,3
175,0
68,8

TABLE NO. 6 – Owned and Chartered tonnage split (million GT)
Owned Tonnage

American Club:
Britannia:
Gard:
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Chartered Tonnage

15,30 / 1,50
99,50 / 38,40
132,90 / 52,00

Japan Club:
London Club:
North of England:
Shipowners:
Skuld:

91,60 / 12,30
37,20 / 3,40
87,10 / 27,30
16,60 / 0,00
57,00 / 43,00

Standard Club:
Steamship Mutual:
Swedish Club
UK Club:
West of England:

80,00 / 30,00
52,80 / 30,00
25,90 / 13,40
105,00 / 70,00
52,30 / 16,50
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E. Other important events or developments:
During the year there were few events that will have important consequences for the P&I insurance and the shipping
industry. We will mention some of the most important here
below:
➢ One event was that after 10 years of tranquility the
International Group of the P&I Clubs are facing again an
investigation from the European Commission. The 10 year
exemption for the International Group has expired on 26
August 2010, the European Commission opened a competition investigation into the maritime insurance sector, in
particular the agreements between the P&I Clubs within
the International Group. The Commission intends to carry out a review focusing on certain aspects of the Group’s
claim-sharing and joint reinsurance arrangements. The
International Group advised it would cooperate with the
Commission during its investigation and expressed the certitude that nothing changed in a way that would prompt
the Commission to modify its earlier decision from 1999.
The present system with the P&I Clubs associated within
the International Group and dominating the market found
some vocal supporters, one of them being the Gallagher insurance broker. An interesting article in the TradeWinds
analyzed the possible scenarios in the unlikely case that the
P&I system will be outlawed. The article may be found on
their website: http://www.tradewinds.no/weekly/w2010-0903/article566041.ece
➢ Another event that caught the news during the year
was about the new Regulations of the People’s Republic
of China (PRC) on the Prevention and Control of Marine
Pollution from Ships that were supposed to become law
by midyear 2010 and required that owners/operators of (a)
any ship carrying polluting and hazardous cargoes in bulk
or (b) any other vessel above 10,000 GT enter into a pollution clean-up contract with a Maritime Safety Agency approved pollution response company before the vessel enters
a Chinese port. Subsequently, the Chinese authorities postponed the moment when the rules will apply due to lack of
additional rules (norms) detailing the standards and criteria
that approved spill responders must adhere to, including information on the standard contractual terms under which
they will operate
➢ Usually the rules that influence the maritime affaires
are rooted in concerns related to safety, environment protection, etc. Although this does not happen often, we have
witnessed this year how international politics may bounce
off and affect the marine insurance market. We refer to the
UN sanctions against Iran and especially to the measures
taken by the USA, EU and UK. A comprehensive summary
of current UN, EU and UK measures against Iran is found
at the UK Treasury’s website: http://www.hm-treasury.gov.
uk/fin_sanctions_iran.htm but the essential effect for the

marine insurance is the prohibition of entities domiciled
in Iran and further restrict business with links to the Iranian petroleum, LNG and nuclear industries. For USA the
relevant site could be found at the address: http://www.
treas.gov/offices/enforcement/ofac/sdn/t11sdn.pdf . One of
the consequences of these sanctions was the departure of
IRISL from Steamship Mutual and North of England Clubs
to the less known South of England, which is a Club operating from Liechtenstein and Bermuda and is not a member
of the International Group.
➢ Not only China or USA are able to issue laws that have
effect on international shipping. A country like Philippines
can do it as well! This was proven by the Migrant Workers
And Overseas Filipinos Act of 1995, as amended by Republic Act No. 10022 issued earlier this year. The amendments
to the MWA mandate, amongst other things, that any claim
arising from accidental death, natural death or disablement
shall be paid to the seafarer or their heirs without dispute,
and on an absolute liability basis i.e. without the necessity
of the seafarer or their heirs having to prove fault or negligence of any kind. Consequently, regardless of whether the
death, illness or injury is work-related or not, the seafarer
or their heirs would be entitled to claim between $7,500
and $15,000 in cases of accidental death, natural death or
permanent disablement respectively. The amended MWA
mandates that the manning and recruitment agents must either provide the necessary insurance cover, or certify that
such cover is place, direct to seafarers. The necessary cover
can either be provided by private insurance companies registered with the Philippine Insurance Commission or, in the
case of seafarers who are insured under policies issued by
foreign insurance companies, certificates or other adequate
proof of cover provided by manning and recruitment agencies, shall be accepted provided the minimum requirements
of the MWA are met. Obviously, bearing in mind that there
are a lot of Philippino crews the crewing agencies will need
to arrange changes of their insurance policies in order to
comply.
➢ While we contemplate important events of the last year,
one of the first events to come to mind is the DEEPWATER
HORIZON incident and its consequences. Following the incident in April 2010, the American authorities contemplated
the possibility of revising the terms of the Oil Pollution Act
(OPA 90). In particular, the focal point of the discussions was
the increase of the limits of liability provided in the Act (the
figure of $10 billion was mentioned during the hearing). The
representatives of the P&I Clubs strongly defended the existing compensation regime and warned during a House of
Representatives hearing into the Gulf of Mexico spill that
removing shipowners’ ability to limit liability and replacing
it with a requirement for unquantified compensation would
threaten the availability of insurance cover. The International
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Group’s position was that OPA 90 had provided an effective
compensation regime with sound financial responsibility and
promoted pollution-prevention measures and contingency
planning. They insisted that OPA 90 as it applied to ships had
worked well and any deficiencies exposed by the Deepwater
Horizon spill were related to offshore drilling and production
and not to shipping.
➢ Another event that worth mentioning is China P&I
Club’s application to join the International Group. We will

not develop this topic here as it is properly presented in
Section III of the report (Other P&I facilities - including
fixed premium market).
➢ Last but not least, although it is not exactly an event,
we would like to mention that most of the Clubs mentioned
in their report that they are prepared for the implementation of the Solvency II rules within the European Union,
although Solvency II will be coming into effect towards the
end of 2012.

F. Conclusions:
Economic recovery put the Clubs’ finances back in black. All
the Clubs recorded positive investment returns and half of
them added underwriting profits on top of that. Furthermore,
the 2009/10 year seems to be overall a better year than the
previous one in relation to claims. It was therefore no surprise
that the free reserves of all Clubs increased and the total for
the International Group stands now at over $3 billion.
While the above is certainly good news, we cannot but remark that some of the Clubs seem to have already forgotten the
difficult times they went through just one year before. It looks
like the swing back of the pendulum in the equity markets
made some Clubs to be more relaxed about their underwriting performance (though they claim differently). The reality
is that whilst Japan Club, North of England, Skuld, Standard
Club, Steamship Mutual, Swedish Club and UK Club have
recorded an underwriting profit, American Club, Britannia,
Gard (small), London Club, Shipowners and West of England
posted underwriting deficits. We discussed the matter in more
details in the “Underwriting” subsection but we feel the need
to restate our opinion that the Clubs should pay more attention to their underwriting results and that on a medium term
the underwriting performance may be a decisive factor for the
Clubs’ financial vitality and even existence. It is our opinion
that there is still uncertainty in the economy and the Clubs
should try to maintain a very careful / balanced approach in
the underwriting and be cautious on the investment side. The
worst may have passed but there are still difficult times ahead.
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As we have seen above, the system of the P&I Clubs clustered in the form of the International Group is challenged
once again. If last year the challenge was mainly financial,
this year it is from other directions. From the regulatory point
of view, the European Commission is investigating upon
the system to find out if its quasi monopoly over the P&I
insurance market is beneficial or not to the consumers (the
shipowners) and therefore grant another period of time of
exceptions to the EU’s competition rules. Also, the American authorities are contemplating the dramatic change of the
compensatory regime under OPA 90. Last but not least, we
saw some sort of mushrooming of new players in the P&I market, which together with the more established fixed premium
providers are trying to compete on a certain segment of the
market (usually the smaller tonnage, needing a lower limit of
liability). We look back to our previous report and we reiterate our belief that the Club’s system proved its resilience and
solidity. We also think that its unique structure and modus
operandi proved for one and a half century that it can respond
to the needs of more than 90% of the existing tonnage and
we believe that the system is here to stay and it will continue
to serve the shipowning community for many years to come.
Most of the Clubs have completely recovered and are
“rock solid” and a look at the improvement in their free reserves over mutual entered tonnage ratio will evidence that
all Clubs except one have improved their free reserves over
GT ratio (the average being slightly over 20%).

INTRODUCTION
INTRODUCTION
TABLE NO. 7 – Free reserves over GT (comparison with one year ago)
2009

2010

American Club:
Britannia:
Gard:
Japan Club:
London Club:

$2,38 / $3,16
$2,97 / $3,78
$3,39 / $4,80
$1,38 / $1,47
$2,77 / $3,80

North of England:
Shipowners:
Skuld:
Standard Club:
Steamship Mutual:

$2,81 / $2,76
$6,04 / $8,13
$2,89 / $3,54
$2,71 / $3,04
$3,78 / $4,77

Swedish Club
UK Club:
West of England:

$4,37 / $4,70
$3,21 / $3,90
$3,18 / $3,23
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The American Club is a small Club. In fact, American
Club and Shipowners are the smallest Clubs within
the International Group of P&I Clubs (It should be
noted, however, that Shipowners is a very particular
Club, geared towards its own niche market).

Unlike most of the other Clubs the American Club has calendar-year accounting, so that the financial figures mentioned
below are not for the year ending 20 February 2010, but for
the year 2009.
The Club had mixed results for this year. Its entered tonnage
went up to 16.8 million GT, 15.3 million GT being the owned
tonnage (which is still smaller than the figure posted by the
Shipowners) and 1.5 million GT being chartered tonnage. This
means more than 2 million GT owned tonnage than in 2008/09.
The American Club has seen strong growth in Asia with tonnage from this region increasing from 16% to 24% but Europe
and particularly Greece remain the biggest source of membership, accounting for around 58% of tonnage. North America
represents some 15% of tonnage.
The Club, which has a US municipal bonds-focused investment
strategy, achieved a 12.4% return on its portfolio during 2009 compared with a year-on-year decline of about 8.5% twelve months

Tonnage by Vessel Type

Bulk Carriers
67%
Tankers
22%
General Cargo/Container/Passenger 8%
Tug/Barges/Small Craft
3%
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earlier. The investment and the other financial income figure
advised by the Club was $20.8 million; however the total assets
diminished from $382.1 million in 2008 to $361.3 million in 2009.
On the underwriting side the result was negative, showing a
deficit of $7.9 million, compensated luckily by a larger positive investment result. Nonetheless the loss remains and one
may remember that American Club had historically weak underwriting results that had to be compensated more often than
not by supplementary calls. Whilst this year the investment results saved the day we are not sure that this can be guaranteed
for the future years, especially in view of the volatile economic
environment and of the fragile recovery. We have voiced our
opinion that disciplined underwriting will be critical to P&I
Clubs’ stability in the future and we wait with interest to see
what the future will bring to the American Club.
Although the underwriting underperformed, the overall result
was a $12.7 million surplus and the direct consequence was the

Tonnage by Area

increase of free reserves to $48.3 million, 38% higher than in 2009.
2009 is emerging as the most favorable year since 2003 measured by reference to the overall value of the Club’s own retained claims exposure at the end of the first year of development. As to the mix of claims experienced during the year,
those in respect of cargo and crew remained the major net
exposures, a trend largely consistent with earlier years. An increase in the number of collision claims was recorded for 2009
although the aggregate cost of such claims has not been noticeably different compared with other years.
Last but not least, it is worth mentioning the fact that the managers of the American Club are involved in the set up of a P&I
fixed premium facility under the name of Eagle Ocean Facility.
This new P&I scheme is, we understand, backed by Lloyds and
will target smaller vessels in need of no more of $30 million limit
of cover but there are still some voices fearing a potential conflict
of interest / competition with the American Club itself.

Europe
United States
Asia
Middle East
Other

87%
3%
6%
2%
2%
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2005

$34,964,000

2006

$14,929,000

2007

$31,580,000

2008

$34,000,000

S&P Rating

2009

$35,700,000

2008

2009

2010

2010

$48,300,000

BB-

BB-

BB-

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

25

25

40

20

0

0

0

0

0

0

0

Final/Current

115

60

70

50

0

15

15

5

0

0

0

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

172

128

121

125

100

115

115

100

100

100

100

Entered Tonnage (tons)
2008

2009

2010

Owned/Mutual

13,300,000

13,109,213

15,300,000

Chartered/Fixed

500,000

132,417

1,500,000

Total

13,800,000

13,241,630

16,800,000

American Club Consolidated Financial Year Summary US$ million
2007/08

2008/09

2009/10

ETC (Estimated Total Call)

95.8

79.6

100.0

Additional Calls

22.4

39.5

15.6

Total Calls

118.2

119.1

115.6

Total Expenditure

112.6

94.3

111.2

Underwriting Result

1.4

21.4

-7.8

Investment Income

1.8

-19.5

20.8

Total Free Reserves

34.0

35.7

48.3

*Figures as reported as @ 31/12/2009
Underwriting results include the supplementary calls announced in respect of the policy years presented in the table
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BRITANNIA

Britannia is one of the oldest and one of the larger
P&I Clubs. It is a solid and well respected association
and a large contribution to its achievements is
related to its managers, Tindall Riley. The solidity
is underlined by the size of its total assets (it is one of
the three clubs exceeding $1 billion in total assets)
and also by the “Api” rating awarded by S&P and
unchanged for more than a decade.

The results of the 2009/10 confirm that the Club is well run
and a quick look at the figures will substantiate this statement.
The investment return was $75.2 million and the Club advised
that overall, the portfolio returned 10.2% for the 12 months
to 20 February 2010. The good results were translated in an
increase of the total assets, which were $1,085 million at the
same date compared with only $1,062 million in February 2009.
Overall, net income after tax for the year totalled $30.6 million
which increased free reserves by the same amount. The Association also benefited indirectly from the $68.8 million increase
in Boudicca’s resources, so that on aggregate the free reserves
increased by $99.4 million to $375.9 million (i.e. $222.1 million
plus $153.8 million available from Boudicca).
The only negative development for the year seems to be the
pure underwriting deficit. Despite estimated total calls of $290
million the Club recorded a $38.9 million deficit. However, in

Tonnage by Vessel Type

Bulk Carriers
Tankers (Oil)
Tankers (Others)
Container
General Cargo
Other
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28%
27%
14%
26%
4%
1%

BRITANNIA

view of the large investment return the Club’s finances were
in a good shape and the overall result was positive. One cannot
but remark that this underwriting deficit is quite in contrast with
the $12.1 million underwriting result for the year 2008/09. The
Club has advised that “this was largely the result of the smoothing effect of Boudicca, rather than any underlying issue with the
underwriting as such. The 2009 result was ‘flattened’ by large
recoveries from Boudicca – in 2010, the opposite was true and
the result was therefore worse”. In the same time, looking at
previous years we notice that 2008/09 was the only one with
positive underwriting results. In view of our conviction that the
underwriting discipline will be paramount for at least short to
medium term future, we would expect that the Club will review
its underwriting policy, as other Clubs did in response to the dire
circumstances they have been confronted with in 2008/09.
After the dramatic increase in claim costs over the last five years,
the 2009/10 policy year has brought a long awaited reduction in

Tonnage by Area

claims within the Club’s retention. As at 20 February 2010, a total of 6,705 claims within the retention had been reported. This
figure is only slightly lower than the number reported at the
same stage in the previous year but money wise things are much
better as the total cost of these claims currently stands at $140
million. The main reduction was witnessed in respect of the
number of larger claims within the Club’s retention, only fifteen
claims being currently projected to cost more than $1 million.
The Club’s entered owned tonnage as of 20 February 2010 increased during the course of 2009/10 policy year by 5.2 million
GT arriving at a figure just under 100 million GT. The pattern
of recent years remained the same, with most of this growth
from new tonnage entered by existing members during the
course of the year. Only 1 million GT was added at renewal in
February. The number of members entered in the Association
remained stable during the year with five new members joining and three withdrawing.

Asia
Scandinavia
Europe
Americas
Middle East
Australasia

49%
21%
20%
6%
3%
1%
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2005

$288,800,000

2006

$298,600,000

2007

$301,494,000

2008

$311,342,000

S&P Rating

2009

$276,500,000

2008

2009

2010

2010

$375,900,000

Api

Api

Api

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

25

25

40

40

40

40

30

30

40

40

40

Final/Current 25

25

40

40

30

30

30

30

40

40

40

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

100

100

100

100

93

93

100

100

100

100

100

Entered Tonnage (tons)
2008

2009

2010

Owned/Mutual

88,513,000

93,000,000

99,500,000

Chartered/Fixed

39,022,000

42,000,000

38,400,000

Total

127,535,000

135,000,000

137,900,000

Britannia Consolidated Financial Year Summary US$ million
2007/08

2008/09

2009/10*

244.1

275.9

289.6

0.0

0.0

0.0

Total Calls

244.1

275.9

289.6

Total Expenditure

220.0

214.6

329.4

Underwriter Surplus (Deficit)

-5.7

12.1

-39.8

Investment Income

41.2

-18.3

75.2

Total Free Reserves

311.3

276.5

375.9

ETC (Estimated Total Call)
Additional Calls
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Gard is continuing its success story. The Club’s
status of “largest P&I Club” has been consolidated
and Gard seems to look more to its own past
performance as a benchmark for competitiveness.
Club’s tonnage as at 20 August 2010 was 123.9 million GT in
owned tonnage (plus another 14.3 million GT representing the
Mobile Offshore Units) giving a total of 138.2 million GT and a
growth of 4% since renewal. In February 2010 the total figure was
132.9 million GT. The estimate for the chartered tonnage was
about 52 million GT.
But it’s not only the tonnage where Gard detaches itself among
the competitors. Supported by calls and premiums of $489.1 million and an investment income of $98.3 million the total assets
at 20 February 2010 stood at $1.9 billion. This is almost twice
the figure presented by the next two competitors (UK Club and
Britannia) and even if this also include the assets related to its
Marine & Energy business it still gives an impression of the financial solidity of the Club. Free reserves stand at $557.5 million for
P&I only ($638.4 million for the whole Gard Group), compared
with only $394.1 million in 2009/10. This is the highest level ever,
about $40 million better than the peak in 2008/09 ($515.6 million).
In view of all these achievements, we are waiting to see whether
S&P will decide to change (i.e. upgrade) Gard’s “A” stable rating.

Tonnage by Vessel Type

Bulk Carriers
Tankers (Oil)
Gas Carriers
Container
General Cargo
Others
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17%
35%
6%
16%
5%
21%
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The reason for which S&P lowered the rating (from “A+”) in early 2009 was related to Club’s decision not to alter its investment
strategy. As we have already pointed out in our 2009 report due to
this strategy Gard posted an incredible $169 million investment
return at the half year 2009/10.

Overall, the P&I claims picture for the 2009/10 policy year was
good, with severity down – especially for the last quarter. The
frequency of claims was also down compared to previous years
– by just over 10% – a trend which was particularly apparent in
cargo claims.

The Club’s performance was less impressive in what concerns
the underwriting, with an underwriting deficit of $11.4 million.
Nevertheless, this is a relatively small figure compared with the
figures in 2006/07 and 2007/08. Moreover, the 2009/10 policy year
was the first year of operation for Gard’s new underwriting organization, which consists of a merger of the P&I and marine &
energy underwriting teams. There was quite an effort associated
with this change (training the underwriters, restructuring of the
specialist/support functions and a new data warehouse). It may
be that these changes had an impact on the underwriting and we
suppose that the performance of Gard’s underwriting department
will become more accurate in the future.

Gard also started a project focusing on claims during the same
policy year. The importance of the project is indicated by the fact
that Mr Claes Isaacson, Gard’s CEO, is heading the steering committee for this crucial project, which is focusing on:
• Creating a better understanding of current practices through
statistical analysis, closed file reviews and internal workshops.
• Defining best practices for the various claims types. Closed file
reviews are also an important part of this process.
• Evaluating our current claims platform

For the 2009/10 policy year, Gard paid gross claims $335.4 million
(another $193 million being paid for Marine & Energy claims).

Tonnage by Area

Concerning new developments, the Club advised that it has increased the number of underwriters in Hong Kong; strengthened
its office in Greece with the recruitment of three new senior staff
there (two claims handlers and a defence lawyer): and appointed
a new managing director in Tokyo.

Norway
Asia
Germany
Greece
Americas
Rest of Europe

18%
22%
16%
11%
10%
23%
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GARD

2005

$385,618,000

2006

$429,644,000

2007

$483,200,000

2008

$515,600,000

S&P Rating

2009

$394,100,000

2008

2009

2010

2010

$557,542,000

A+

A

A

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

25

25

25

25

25

25

25

25

25

10

25

Final/Current 25

25

25

25

25

20

20

25

25

10

25

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

100

100

100

100

100

96

96

100

100

88

100

Entered Tonnage (tons)

Owned/Mutual
Chartered/Fixed
Total

2008

2009

2010

117,600,000

127,000,000

132,900,000

53,000,000

51,000,000

52,000,000

170,600,000

178,000,000

184,900,000

*The Owned Tonnage figure includes MOUs

Gard Consolidated Financial Year Summary US$ million
2007/08

2008/09

2009/10*

406.1

460.2

489.1

0.0

0.0

0.0

Total Calls

406.1

460.2

489.1

Total Expenditure

407.9

299.8

459.0

Underwriting Result

-60.9

93.9

-11.4

Investment Income

93.3

-215.5

98.3

Total Free Reserves

515.6

394.1

557.5

ETC (Estimated Total Call)
Additional Calls
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The figures presented above are P&I only, they do not include the Gard M&E business
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Japan P&I Club is celebrating its 60th anniversary
in October 2010. Although it is a member of the
International Group of P&I Club, Japan Club
cannot be described as a truly international player.
The vast majority of its members are Japanese
shipowners, their accounting uses the JPY for
reporting and their reports have 31 March as a
benchmark instead of 20 February. Therefore, in
reporting about Japan Club, one should be aware of
certain peculiarities associated with this Association.
The Club has also its own regulations restricting investment
in equities and this may explain why their investment income
was close to $1million when all the other Clubs posted significantly better results (but it also explains why the Club was not
affected almost at all by the financial crisis last year).
During the year ending on March 31, 2010 the total number of
members decreased by 100 compared with the previous year.
The number of vessels entered with the Club fell by 258 ships
to 5,928 ships. However, the total volume of the tonnage as at 20
February 2010 grew to 88.3 million GT owned mutual tonnage
compared with 86.4 million GT one year before. Adding the 3.3
million GT representing the coastal vessels the total owned entered tonnage was 91.6 million GT, a slight increase compared
with 88.9 million GT in 2009/10. The chartered entered tonnage
was 12.3 million GT a figure just faintly higher than a year before.
Looking at a five year span, at the end of the 2003 financial
year (i.e. as at 31 March 2004), the entered tonnage was 57.1
million GT. In March 2009 the Association has, therefore,
gained nearly 35 million tons in a period of five years, which
is equivalent to an increase of 60%. However, looking at this
year’s figure it appears that its growth has reached a certain
limit. It could be this situation that made the Club to increase

Tonnage by Vessel Type

Bulk Carriers
Tankers
Car Carriers
Container
General Cargo
LPG and LNG
Others
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49,8%
17,8%
11,1%
10,1%
3,1%
5,9%
2,2%

JAPAN
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its efforts to internationalize its business. In our 2008 report we
mentioned that the Club gradually increases its Taiwanese,
Singaporean and especially Korean tonnage. This endeavor
to expand and reinforce Association’s global activities was the
reason for the opening of a London subsidiary in 2009 as well
as for the reflections of the top management on the issue of
establishing another base in Asia in the near future.
The Club had a small underwriting profit of $6 million, with a
net premium written of $187.6 million and total expenditures
of $181.6 million. Total assets were reported at $447 million
and the free reserves stood at $134.4 million. The S&P rating
remained unchanged to “BBB”pi.
In respect of the claims trends, the Club reported that the
number of claims has increased in the last years (there certainly is a connection between the increase in tonnage and the
increase in claims), exceeding 5,000 in 2006/07 and 6,000 in
2007/08. Money wise the claims costs increased steadily, with
a peak in 2008/09. The Association advises that 2009/10 seems
to be calm but no conclusion can be drawn yet as IBNR have
not been factored in. In any case, the cargo claims and crew
claims remain the most important types of claims in respect of
both the number and the costs.

Tonnage by Area

Singapore
Liberia
Hong Kong
Japan
Panama
Bahamas
Philippines
Korea
Others

3.3%
3.1%
5.2%
11.7%
65.2%
2.6%
2.4%
1.8%
4.7%
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2005

$107,532,000

2006

$100,934,000

2007

$91,484,000

2008

$117,411,000

S&P Rating

2009

$124,092,000

2008

2009

2010

2010

$134,369,000

BBBpi

BBBpi

BBBpi

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

20

20

20

30

30

30

30

30

30

40

40

Final/Current 20

10

20

10

30

30

60

30

30

40

40

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

100

92

100

85

100

100

123

100

100

100

100

Entered Tonnage (tons)
2008

2009

2010

Owned/Mutual

82,840,000

89,850,000

91,600,000

Chartered/Fixed

13,240,000

12,180,000

12,300,000

Total

96,080,000

102,030,000

103,900,000

Japan Club Consolidated Financial Year Summary US$ million
2007/08

2008/09

182.9

168.4

187.6

0.0

0.0

0.0

182.9

168.4

187.6

-151.2

-171.8

-181.6

Underwriting Result

31.7

-3.4

6.0

Investment Income

-18.9

6.2

1.0

Total Free Reserves

117.4

124.1

134.4

Net Premium Written
Additional Calls
Total Calls
Total Expenditure
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2009/10*

The figures are for the years ended 31 March 2008, 2009 and 2010
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London Club was one of the hardest affected by
the economic crisis. Last policy year it recorded
an investment loss and a pure underwriting deficit
(as it was the case in 2006/07 and 2007/08) and
only the amount of $91 million brought by the
supplementary calls balanced the Club’s finances.

In light of the above, it was very interesting to see in which
direction the Club was moving during the policy 2009/10.
The Association achieved an overall return on investments
(excluding exchange gains/losses) for the 2009/10 financial
year of $44.8 million, representing 14.5% of average invested
assets and cash, in sharp contrasts with the negative return of
$39.1 million recorded in the prior year. However, the statement for the 2009/10 policy year shows an underwriting deficit of $10.2 million and this is why out of the $44.8 million
mentioned above only $25.9 million was available to strengthen further the capital base of the Association.
As a result of this surplus of $25.9 million the London Club’s free
reserves were boosted over the course of the year by 22.4% to
$141.4 million at 20 February 2010. Comparing this with the figure for 20 February 2008, the free reserves have risen by 74.8%
in the period of two years, which is certainly encouraging news.
The positive trend in respect of Club’s finances can be seen
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as well in the figure of total assets. At $566 million the total assets are now at the highest level ever, over the $531.2 million
recorded in 2007/08. The changes may be positive but they
are not yet giving a clear image over the Club’s future evolution so that there is no surprise that for the moment, Standard
& Poor’s rating was maintained to “BBB”pi.
The Annual Report 2010 shows net incurred P&I claims for
the 2009/10 financial year of $98.0 million compared to $88.1
million in 2008/09.
The Club reported that its owned entered tonnage at 20 June
2010 was 37.2 million GT and the chartered entered tonnage
was 3.4 million GT, leading to a total of 40.6 million GT entered tonnage. In February 2009 the owned entered tonnage
was reported to be around 39.1 million GT, which indicates a
reduction of about 2 million GT in less than a year and a half.
Again, it is too early to draw conclusions in this respect, but
we will be interested to see if the Club succeeds to increase
its entered tonnage during the February 2011 renewal.
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2005

$100,308,000

2006

$110,478,000

2007

$110,928,000

2008

$80,900,000

S&P Rating

2009

$115,500,000

2008

2009

2010

2010

$141,400,000

BBBpi

BBBpi

BBBpi

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

40

40

40

40

40

40

40

40

40

40

40

Final/Current 40

40

40

40

40

40

89

89

75

40

40

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

100

100

100

100

100

100

135

135

125

100

100

Entered Tonnage (tons)
2008

2009

2010

Owned/Mutual

39,000,000

39,100,000

37,223,000

Chartered/Fixed

2,000,000

2,600,000

3,391,000

Total

41,000,000

41,700,000

40,614,000

London Club Consolidated Financial Year Summary US$ million
2007/08

2008/09

ETC (Estimated Total Call)

94.4

149.5

121.0

Additional Calls

25.1

64.3

0.0

119.5

213.8

121.0

-122.2

125.8

127.8

-27.8

70.5

-10.2

Investment Income

0.0

-37.2

44.8

Total Free Reserves

80.9

115.9

141.4

Total Calls
Total Expenditure
Underwriting Result
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In our previous reports we reported that North of
England was the fastest growing Club over the last 15
years. We have also noticed that the Club was always
on the “winning side” during the last renewals.

Sometimes the fast growth is associated with more risk and inherent fragility and probably some of the pundits were curious to learn
if the Club experiences some troubles further down the road. Well,
at least until now we must praise North of England for its achievements. In 2009/10 the Club performed in all areas, be it underwriting result, investment return, new entries or free reserves.
At 20 February 2010 the total assets were $1,029 million (net assets being $706.7 million). The investment return was $12 million. This is rather a small return, in view of the Club’s assets and
the reason is that the Club’s directors decided in 2007 to de-risk
the investment portfolio. While this measure had the advantage
of limiting the downside risk in the very difficult market, the fact
that the Club maintained its very defensive policy in 2009/10 precluded it from benefiting of the recovery of the equity markets.
We advised in our 2009 report that investment management will
remain as important as before and that the Clubs would have to
become more sophisticated and more creative in defining investment policies that would produce returns without jeopardizing
financial stability. It appears that North of England still has not
found the right tune and has to put more efforts in this direction.
On the underwriting side, the Club made it clear their philosophy: ”P&I Clubs can no longer rely on investment income to
subsidize losses on the claims side”. The Association’s emphasis
on technical underwriting balance and focus on reaching at least
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break-even underwriting results allowed them to post an underwriting profit of $12 million and a combined ratio of 94.8% for
2009/10. As recognition of North of England’s strong financial
performance S&P confirmed its “A” stable rating for the sixth
consecutive year.
In brief the Club is financially stronger than ever before and started the present policy year with highest ever free reserve position
of $240.3 million, compared with $211.1 million at the start of the
2008/09 policy year.
The Club advised that its Directors recently decided to provide
liability cover for Floating Production Storage and Offloading
Units (FPSOs) and other Mobile Offshore Units (MOUs). The
terms of the cover are about to be finalized and there is already
interest from the Association’s members involved in this specialized sector of the marine market.
According to the Club the total number of P&I claims increased
in the 2009/10 policy year at a much slower rate than the growth
of the entered tonnage There were retained claims of $216 million (6,711 claims) in 2009/10, compared to $219.5 million (6,339
claims) in 2008/09. The average value of claims decreased to
$32,181, down from US$34,629, but the Club recorded an unusually high number (5) of Pool claims in 2009/10. This is a sharp
contrast with previous years when the Club was a net contributor

Tonnage by Area

to the Pooling mechanism. Despite this year’s results, North of
England is an outspoken supporter of the increase of the retention limit. As at 20 February 2010 each Club now retains the first
$8 million of each claim before it can be pooled.
The Club has become one of the top P&I Clubs and not only in respect of its financial solidity. The entered tonnage at 20 February
2010 (after renewal) read: 87.1 million GT owned tonnage and 27.3
million chartered tonnage giving a total of 114.4 million GT. Furthermore, we have been advised that at 20 August 2010 the figures
were 94.1 million GT owned tonnage and 32.6 million chartered
tonnage giving a total of 126.7 million GT. The Club states that
it is focused on attracting high-quality tonnage from prestigious
owners from around the world, including Belgium, Canada, China,
Denmark, Greece, Singapore and the United Kingdom.
The Club seems to be very happy with its location outside London and its head office on the Quayside in Newcastle is being
totally refurbished and extended, an operation expected to finish
next year. In the meantime the Club also expanded its Singapore
office, and there is a plan to open an office in Tokyo later in 2010.
The management announced recently that it decided to do a serious business efficiency review, which will take a detailed look at all
of Club’s processes and ways of working and will also involve the
design of a new IT system to match the present and future needs.
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2005

$142,004,000

2006

$168,005,000

2007

$190,241,000

2008

$220,018,000

S&P Rating

2009

$211,100,000

2008

2009

2010

2010

$240,300,000

A

A

A

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

25

25

0

0

0

0

0

0

0

0

0

Final/Current 25

25

0

0

0

0

0

0

0

0

0

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

100

100

100

100

100

100

100

100

100

100

100

Entered Tonnage (tons)
2008

2009

2010

Owned/Mutual

65,000,000

75,000,000

87,100,000

Chartered/Fixed

25,000,000

20,000,000

27,300,000

Total

90,000,000

95,000,000

114,400,000

North of England Consolidated Financial Year Summary US$ million
2007/08

2008/09

213.0

255.1

285.1

0.0

0.0

0.0

Total Calls

213.0

255.1

285.1

Total Expenditure

192.3

178.5

268.7

Underwriting Result

-12.0

22.7

16.4

Investment Income

41.8

-28.4

12.0

Total Free Reserves

220.0

211.1

240.3

ETC (Estimated Total Call)
Additional Calls
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Although it is a member of the International P&I
Club, Shipowners Club operate in a niche market.
The Club targets smaller vessels like coastal and
shortsea cargoships, tugs and barges, support vessels,
salvage craft, passenger ferries, specialized fishing
vessels and super yachts. In fact, its main competitors
are mainly fixed premium insurers, such as British
Marine, Navigators, RaetsMarine or Osprey.

The Club explained that the increase in the average tonnage
per vessel to just over 550 GT is a symptom of a growth in
vessel size within the Club’s traditional sectors rather than
indicating that the Club is moving into new sectors. In fact,
the Club remains focused on smaller and specialized vessels.
In the last years, the Club has seen an interesting area of
growth within the European inland craft market (especially
barges) and is refocusing its attention on this market, somehow neglected for some years. According to the latest figures
provided by the Club, growth was also recorded in Asia (China, India and Korea) and South America (Brazil). Another interesting area of growth has been within those countries that
border the Caspian Sea such as Kazakhstan and Turkmenistan with extensive activity in offshore energy projects.
After the February 2010 renewal Shipowners had 6,133 members that had entered 28,227 vessels with the Club. The entered tonnage increased to 16.6 million GT from 15.9 million
GT in February 2009.
In 2009, the Association’s Board took the position that it would
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be unwise and imprudent to sell equities at the bottom of the
market. This patient and long-term outlook has yielded an investment income of $41.6 million for the 2009/10 policy year,
which helped the Club increase its free reserves with $39.4 million to $135.3 million (a 41.2% increase over the year).
The difference between the investment result and the increase
in free reserves is due to a small underwriting deficit of $2.2 million. The amount is not that large to cause worries but it is certainly in contrast with the $32.9 million underwriting profit posted in 2008/09. Nevertheless, the underwriting result had little
influence over the overall result and in the year to 20 February
2010 the Club’s total funds increased by 18% to $367 million.
Claims wise, the Club reported a 6% increase in number, but
a decrease of about 10% in cost per ton. The most significant
reductions in terms of dollars per ton i.e. around 60% were
related to collision, fixed and floating object (FFO) and cargo
claims. Conversely, there have been increases of 59% and
51% in the dollar per ton values of wreck removal and pollution claims. The Club was very satisfied to see that to date no
Pool Claims were reported in 2010.
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2005

$107,865,000

2006

$126,907,000

2007

$129,709,000

2008

$123,738,000

S&P Rating

2009

$95,567,000

2008

2009

20109

2010

$135,040,000

Api

BBBpi

BBBpi

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

25

25

25

25

0

25

25

10

10

10

10

0

0

25

0

25

25

0

0

10

10

Final/Current 0

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

80

80

80

100

100

100

100

100

100

100

100

Entered Tonnage (tons)

Owned/Mutual
Chartered/Fixed
Total

2008

2009

2010

15,264,101

15,868,755

16,583,000

-

-

-

15,264,101

15,868,755

16,583,000

Shipowners Club Consolidated Financial Year Summary US$ million
2007/08

2008/09

146.5

169.5

181.7

0.0

0.0

0.0

146.5

169.5

181.7

-176.3

-168.5

-183.9

Underwriting Result

-29.7

32.9

-2.2

Investment Income

24.7

-60.8

41.6

Total Free Reserves

123.7

95.6

135.0

ETC (Estimated Total Call)
Additional Calls
Total Calls
Total Expenditure

2009/10*
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Skuld is one of the Clubs that has significantly
improved the quality of its operations in the last years.
More than anything else, the Club is recognized for its
attention to underwriting discipline, which enabled
it to achieve the best underwriting record among
the P&I Clubs over recent years. This year has just
confirmed the trend: a $10.6 million underwriting
profit and a consequent 95.8% combined ratio are
the figures for the year 2009/10. The result at half
year 2010 is again positive ($3.7 million) which
proves that the Club is living up to its reputation.

The Club’s efforts are aimed towards building its brand as a “new
generation P&I club” and a world leading marine insurance provider. The Club sees innovation, financial strength and skilled human resources as the key elements of this concerted policy.
The Club seemed to suffer a financial hit last year when it exhibited an investment loss of $73.1 million. However, this was mostly
due to fall of the markets and the swing back of the pendulum put
things back in order. The investment return reported for 2009/10
policy year was $52.1 million with another $15.4 million reported
for the first half of 2010/11. All in all, the total assets increased from
$441.5 million at 20 February 2009 to $567.3 million at 20 February 2010 and $633.6 million at 20 August 2010, i.e. an increase of
43.5% in only a year and a half.
A solid financial performance is usually reflected in a Club’s free
reserves and Skuld made no exception. From $144 million at 20
February 2009 free reserves grew to $202 million at 20 February
2010 and furthermore to $221 million at 20 August 2010, i.e. an
increase of 53.4% in only a year and a half.
Skuld proved its financial solidity not only through the underwriting profits but also by avoiding requesting its members for supple-
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mentary calls and despite the investment losses of last year, more
and more shipowners were attracted to the Club. Whilst the world
fleet grew by 7%, Skuld increased its tonnage by 15%, adding 7.7
million GT to total owner entries of 57 million GT in February 2010
(in August 2010 the figure was already 60 million GT). The rise in
gross premiums was 20% from $213 million to $255 million. On the
competitive charterers’ market Skuld had underwritten some 18%
more business than expected, bringing the estimation of the total
entered tonnage (owned and chartered) to about 100 million GT.

Also, according to the last rumours on the market, Skuld will step
into the hull-insurance market with a dedicated Lloyd’s of London syndicate. Syndicate 1897 — named for the year of Skuld’s
foundation — should be fielding a team of six to eight underwriters by the New Year, building up to 10 or 12 within 12 months
and perhaps 50 in the longer term. The new syndicate will have a
“stamp” or underwriting capacity of $95 million to write hull and
machinery, loss-of-hire, builders’ risk, mortgagee-interest insurance, offshore-energy and war-risks cover.

There was also strong progress in the offshore sector with nine
new operators added. Today, Skuld’s offshore portfolio numbers
435 vessels, from construction, cable layers and anchor handling
tug supply vessels to FPSO s, drilling rigs and heavy-lift ships.

Speaking about innovation, Skuld announced recently that it has
decided to abandon the principle of a one-size fits all “General
Increase”. The Club will be rating members individually on their
own merits, which it claims is in line with its experience of focusing on the performance of individual members. While the good
underwriting record of the last years may strongly suggest that the
Club’s choice is not a hazardous one, we cannot but remember
that Shipowners had a similar attempt to abandon the “General
Increase” and to underwrite only based on the individual merits/records in February 2008 only to revert back to the “good old
system” one year later. Nevertheless, Skuld managers claim that
general increases are history for them and the next years will prove
whether they were right or not.

In its pursuit of further avenues of product and geographical diversification, the club has opened an office in Aberdeen to provide physical damage cover to the offshore energy sector, acting
as a managing general agent (MGA) on behalf of three Lloyd’s
syndicates. Skuld intends to continue extending its “full service” concept by offering a wider range of coverage. The club
has also recently opened a service office in London to further
build on this strategy.
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2005

$113,064,000

2006

$150,709,000

2007

$191,366,000

2008

$203,518,000

S&P Rating

2009

$144,000,000

2008

2009

2010

2010

$202,000,000

A-

A-

A-

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

20

0

0

0

0

0

0

0

0

0

0

Final/Current 65

0

0

0

0

0

0

0

0

0

0

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

138

100

100

100

100

100

100

100

100

100

100

Entered Tonnage (tons)
2008

2009

2010

Owned/Mutual

38,240,000

49,900,000

57,000,000

Chartered/Fixed

49,769,000

47,700,000

43,000,000

Total

88,009,000

97,600,000

100,000,000

Skuld Consolidated Financial Year Summary US$ million
2007/08

2008/09*

2009/10*

192.7

213.2

255.4

0.0

0.0

0.0

Total Calls

192.7

213.2

255.4

Total Expenditure

186.5

200.3

244.0

Underwriting Result

6.1

12.9

10.6

Investment Income

8.7

-73.1

52.1

203.5

144.0

202.0

ETC (Estimated Total Call)
Additional Calls

Total Free Reserves
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In our 2009 report we mentioned that despite an
investment loss of $92 million for 2008/09 the Club
proved to be resilient and in our opinion had all the
reasons to look full of confidence towards the future.
The time has confirmed our opinion and we may say
that Standard Club had a good year in all respects.

The net investment return for the financial year to 20 February 2010 was $65.8 million, contrasting with the $92 million
loss one year before, better than in 2007/08 and beating by
just a hair the figure for 2006/07 (the year before the crisis
become visible).
The Estimated Total Calls for P&I Class only for the 2009/10
policy year totaled $241.8 million, Revenue from all calls, premiums and releases amounted to $250 million, compared with
$205 million in the previous year. Total expenditure for the
2009/10 policy year was $227.3 million. All the efforts of the
Club resulted in a combined ratio for the financial year of 99%
whilst on a policy year basis the projection for the 2009/10
year is 93%.
The Club performed well in respect of both its investments and
its underwriting with the underwriting result for the 2009/10
policy year standing at $14.5 million surplus. The immediate
consequence was the increase of the total assets ($890.6 million
compared with $712.9 million a year ago) and the free reserves
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($242.8 million – a $67.1 million increase over the year and
about $17 million higher than 2007/08, the best year before).
Claims wise, the Club advised that the last policy year had seen
an increase in both paid and estimated claims in comparison
with previous years, but the picture was rather distorted due
to a small number of very large claims. The Club has had four
Pool claims notified in the year to February 2010, one of which
was very substantial but has already been settled and paid.
Overall, there have been 11 claims valued at over $1 million.
The tonnage is another good indicator of the Club’s present
and future. The Club’s entered tonnage grew almost 8.5 million GT from 2006/07 to 2007/08 and further 10 million GT to
2008/09. For the 2009/10 year the increase was 27 million GT
arriving at 110 million GT (from 83 million GT in 2008/09).
The owned tonnage stood at another record high level following the renewal this year with 80 million GT, a boost of 15
million GT compared with the 65 million GT owned tonnage
recorded in 2008/09.
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2005

$171,909,000

2006

$192,277,000

2007

$217,395,000

2008

$226,000,000

S&P Rating

2009

$175,600,000

2008

2009

2010

2010

$242,800,000

A

A

A

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

25

25

0

0

0

0

0

0

0

0

0

Final/Current 25

25

0

0

0

0

0

0

0

0

0

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

100

100

100

100

100

100

100

100

100

100

100

Entered Tonnage (tons)
2008

2009

2010

Owned/Mutual

49,931,700

65,000,000

80,000,000

Chartered/Fixed

23,089,200

18,000,000

30,000,000

Total

73,020,900

83,000,000

110,000,000

Standard Club Consolidated Financial Year Summary US$ million
2007/08

2008/09*

2009/10*

168.9

205.0

241.9

0.0

0.0

0.0

168.9

205.0

241.9

-188.9

-163.2

227.3

Underwriting Result

-20.0

41.9

14.5

Investment Income

28.8

-92.3

60.7

Total Free Reserves

226.1

175.6

242.8

ETC (Estimated Total Call)
Additional Calls
Total Calls
Total Expenditure
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Steamship Mutual enjoyed a remarkable year
with positive developments in respect of all
points of reference.

The total entered tonnage rose to almost 83 million GT. The
owned tonnage figure went up 3.1 million GT to 52.8 million
GT and the chartered tonnage grew from 25.3 million GT to
30 million GT. This increase was achieved despite the Club
being ordered by the UK government to sever its business
with the Islamic Republic of Iran Shipping Lines.
The Club had $305.4 million in total calls and premiums and
after transferring the reinsurance premiums it retained $261.5
million net income. Factoring in $240.4 million in net claims
incurred and operating expenses the underwriting result was
$21.1 million. The Club highlighted its underwriting performance evidenced by the three year average combined ratio
falling to 93.2%, excluding the additional calls (i.e. $83.9 million) made on the 2006/07, 2007/08 and 2008/09 years.
The investment strategy was redesigned around a risk budget
set relative to projected claims and capital requirements and the
Club recorded an investment income net of expenses of $42.8
million. Combined cash and investments were $721 million, a
22% increase compared with $590.8 million a year before.
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All these positive developments had resulted in an impressive
34% increase in free reserves from $186.7 million to $251.6
million.
The Club’s claims experience for 2009 was very similar to that
for 2008 but its composition was rather different. The gross
value of attritional claims – those below US$ 250,000, which
make up the overwhelming majority of all claims – fell substantially compared to previous years. However, gains made
in the attritional layer have been more than offset by an increase in large losses. The experience of large claims – those
in excess of US$ 250,000 – is 27% worse than in the previous
year, although still remaining below the levels for the 2005,
2006 and 2007 years. From the two categories of claims that
account for the largest share of claims, cargo claims experienced a substantial reduction in numbers and overall cost at
both the attritional and large claim levels. The crew claims
on the other hand had a mixed record: the level of attritional
claims has fallen from a high point in 2008 but the number of
large crew claims has increased.
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Free Reserves
STEAMSHIP
MUTUAL

2005

$137,367,000

2006

$157,372,000

2007

$158,100,000

2008

$185,793,000

S&P Rating

2009

$187,700,000

2008

2009

2010

2010

$251,562,000

BBB

BBB+

BBB+

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

0

0

0

0

0

0

0

0

0

0

0

40

0

0

0

0

12.5

14

20

0

0

Final/Current 30

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

130

140

100

100

100

100

112.5

114

120

100

100

Entered Tonnage (tons)
2008

2009

2010

Owned/Mutual

46,800,000

49,700,000

52,800,000

Chartered/Fixed

25,200,000

25,300,000

30,000,000

Total

72,000,000

75,000,000

82,800,000

Steamship Mutual Consolidated Financial Year Summary US$ million
2007/08

2008/09

258.5

300.5

305.4

0.0

83.9

0.0

258.5

384.4

305.4

-254.0

-278.5

-284.3

Underwriting Result

4.5

105.8

21.1

Investment Income

23.0

-103.9

42.8

Total Free Reserves

185.8

187.7

251.6

ETC (Estimated Total Call)
Additional Calls
Total Calls
Total Expenditure
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SWEDISH
CLUB

SWEDISH
CLUB

2010 is a year of anniversaries for Swedish Club.
First of all, the Club is celebrating its centenary as
a P&I provider. Also, it is 30 years since the Club
opened its Piraeus office. But the management
of the Association is also proud to celebrate the
10th anniversary of the establishment of The
Swedish Club’s Marine Insurance Course, which
supports the importance given by the Club to
sharing its accumulated knowledge on insurance,
risk management and loss prevention issues with
its members and other stakeholders (i.e. brokers).

The Swedish Club is one of those Clubs where reporting is based
on the calendar year, rather than the year to 20 February. Another
feature making it different compared to most of the other Clubs
is their important book of H&M business (for example, in mid
2010 they reported that the P&I premium accounted for 54% of
the Gross Premium and the Marine Hull premium for 42%).
The Club had a difficult year in 2008/09, when due especially
to the investment losses, it had to appeal to supplementary
calls. However, the Club proved to be resilient and this year
its reports are full of positive news.
The membership base in P&I has kept growing in the last
years, now standing in excess of 44 million GT with charterers’ entries included. In June 2010 the owned tonnage
amounted to 28.1 million GT and the chartered tonnage to
14.9 million GT. Taking into account that in 2007 the total
entered tonnage was 25.1 million GT, there is a growth of
75% in just three years and a half. Even if it is true that the
chartered tonnage grew much faster, the owned tonnage still

Tonnage by Vessel Type

Tankers
Bulk Carriers
Dry cargo
Container
Ro/Ro
Others
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23%
23%
9%
34%
6%
5%
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had a 27% increase for the same period and this is a remarkable accomplishment.
Gross premiums written in 2009 amounted to $148.6 million
(in 2008 the figure was $189.3 million, but included the supplementary call 2008 of $35.1 million). Net claims incurred
were $78.7 million and the underwriting result for 2009 was
$7.8 million (the half year result for 2010 is even better: $8.8
million). The combined ratio for 2009 was 94% (97% if only
the P&I business is taken into account).
The investment income for 2009 added $10 million to the
overall result of $14.9 million (unfortunately for the first half
of 2010 the investment returns were only $0.8 million).
All these good results in respect of underwriting and investment income contributed to a boost of free reserves from
$106.8 million in 2008 to $121.7 million in 2009 (and further
to $129.6 million in mid 2010). The Club’s total assets as of
30 June 2010 stood at $443.8 million.

Tonnage by Area

Like some of the other Clubs (see Skuld, for example) the
Swedish Club is also entering the increasingly competitive offshore-insurance market. The Club intends to open an office in
Oslo, which should be open for business before the end of the
year. The head of the Oslo office will be Verner Rydning, a leading Norwegian offshore insurance specialist, who’s task will be
to target rigs, floating production storage and offloading (FPSO)
vessels as well as accommodation and other service units. On the
hull and machinery side the Swedish Club will be prepared to
take up to a $50m share of the cover, but obviously it will try to
take advantage of the cross-selling opportunities and chase P&I
business on the home turf of its Norwegian competitors.
In January 2010 the Association decided to introduce a new
reinsurance solution for the layer $8 million excess $2 million
starting with 20 February 2010. The new solution is planned
to retain 75 per cent of the layer and the remaining 25 per
cent will be covered with the traditional reinsurance structure. The bottom line idea is that the Club is retaining more
exposure in exchange of improved cost effectiveness.

Sweden
North Europe
South Europe
Middle East
Asia

6%
20%
19%
1%
54%
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SWEDISH
CLUB

2005

$94,916,000

2006

$90,943,000

2007

$101,981,000

2008

$99,652,000

S&P Rating

2009

$107,000,000

2008

2009

2010

2010

$121,700,000

BBB

BBB

BBB

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

0

0

0

0

0

0

0

0

0

0

0

Final/Current 0

0

0

0

0

0

35

35

0

0

0

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

100

100

100

100

100

100

135

135

100

100

100

Entered Tonnage (tons)
2008

2009

2010

Owned/Mutual

25,100,000

24,500,000

25,900,000

Chartered/Fixed

7,000,000

13,700,000

13,400,000

Total

32,100,000

38,200,000

39,300,000

Swedish Club Consolidated Financial Year Summary US$ million
2007/08

2008/09

62.2

76.8

148.6

35.1

0.0

62.2

111.9

148.6

Total Expenditure

-76.6

-74.2

136.6

Underwriting Result

-14.4

37.7

7.8

Investment Income

10.8

-18.5

10.0

Total Free Reserves

99.7

107.0

121.7

ETC (Estimated Total Call)
Additional Calls
Total Calls

60

2009/10*

* The total free reserves include the H&M class of business
* The results reported are for the financial (accounting) years
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UK CLUB

The UK Club had faced some challenges in the
last years. Firstly it lost the top spot in the P&I
Club’s world in favour of Gard. Secondly, the
collapse of the markets made the Club rethink
its business model, which relied a little bit too
much on the investment returns to balance the
underwriting (under)performance. On top of
all these, in 2009/10 due to underwriting and
investment deficits the Club was forced to raise
additional capital through supplementary calls.

The Club seemed to have understood that changes are unavoidable and we reported last year that it appeared that the underwriting department was being restructured. This process may have
continued this year, too, as we have learned that Nigel Brooks, the
top underwriter of Club’s Greek-owned fleet had left the Club.
So the Club is now focused on straightening things up and in
2009/10 it continued to rebuild its capital position and move closer
to underwriting breakeven. In fact this is the first time in the last
four years when UK Club reported a pure underwriting profit. Last
year’s pure underwriting result was a loss of about $60 million (and
the other two years before that were negative, too) but the supplementary calls turned this sour figure into a rosy $65 million profit.
With $447.2 million premium (of which $371.3 million net premium) the Club posted an underwriting profit of $7.2 million. Net
claims were reported to be around $320 million.
A number of positive features have contributed to this year’s surplus of $75 million. Investment income has made an important
contribution with an investment return of 8.2%, i.e. $78 million
compared with $56 million a year before.
Free reserves and capital at 20 February 2010 increased by $75
million to $409.3 million ($333.7 million in the prior year), which

Tonnage by Vessel Type

Tankers
Bulk Carriers
Container
Passenger & Ferry
Others
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47%
32%
16%
4%
1%

UK CLUB

includes the supplementary premium on the 2008 year of $63
million. That is a boost of 78% in just two years. Total funds and
capital (i.e. including the $ 100 million hybrid capital raised by the
Club in August 2008) rose to $1.2 billion compared with the $1.1
billion in February 2009.
The net notified claims on the 2009 policy year after 12 months are
lower by $26.9 million or 14% compared to 2008 and $47.8 million
or 23% compared to 2007. 2009/10 policy year was also marked by
a number of significant casualty, collision and pollution claims. In
return, the Club’s overall experience improved because of a drop
in the numbers of illness and injury claims, though the average
claims costs remained almost the same. A decline has also been
recorded in the number of reported cargo claims, which are 23%
below the average of the previous five policy years after 12 months’
development.
The Club’s owned tonnage has decreased from 110 million GT
in 2008/09 to 105 million GT this year. Although the Club mentions an impressive 70 million GT chartered tonnage the owned
tonnage is the one that gives the best measure of a Club’s size and
UK Club seems to lose steam in this respect. In view of the recent
growth of the owned tonnage of Britannia and North of England it
remains to be seen whether UK Club’s second place will be challenged in the near future.

Tonnage by Area

Europe
Americas
Asia Pacific
Others

46%
12%
36%
6%
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UK CLUB

2005

$206,453,000

2006

$217,059,000

2007

$262,756,000

2008

$229,152,000

S&P Rating

2009

$333,700,000

2008

2009

2010

2010

$409,300,000

A

A

A

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

0

0

0

0

0

0

0

0

0

0

0

Final/Current 0

0

0

0

0

0

20

25

20

0

0

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

100

100

100

100

100

100

120

125

120

100

100

Entered Tonnage (tons)
2008

2009

2010

Owned/Mutual

110,000,000

104,000,000

105,000,000

Chartered/Fixed

51,000,000

60,000,000

70,000,000

Total

161,000,000

164,000,000

175,000,000

UK Club Consolidated Financial Year Summary US$ million
2007/08

2008/09

386.0

420.7

447.0

-

128.0

0.0

386.0

548.7

447.0

-402.0

-404.7

440.0

Underwriting Result

-96.3

65.6

7.2

Investment Income

64.3

-56.2

78.0

Total Free Reserves

229.2

333.7

409.3

ETC (Estimated Total Call)
Additional Calls
Total Calls
Total Expenditure
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2009/10*

*Total Free Reserves figure for 2009/09 include the Hybrid Capital raised in 2008
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WEST OF
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WEST OF
ENGLAND
West of England was one of the Clubs that suffered
the most during last year. The Club recorded a
significant investment loss (about $78 million) and
the underwriting result would have been a hefty
$50 million loss had it not had been offset by the
supplementary calls declared by the Club.

The Club has managed to absorb the shock and maintain most
of its members (about 7% have left in February 2009 compared
with the prior year). February 2010 brought a little bit of a relief and proved that there is still support for the Club among
its members. During the year the mutual tonnage grew from
50.9 million GT at 20 February 2009 to 53.7 million GT at year
end, but reduced slightly to 52.5 million GT following the 2010
renewal. This represents a net growth of about 3% over the period. Charterers’ entries during the year were about 17 million
GT pro-rata, almost the same figure as last year.
But the fact that the members still support the Club is not by
itself solving all the Association’s problems. The main problem remains the underwriting and the last two years recorded
negative pure underwriting results ($60 million and $50 million
respectively). We were very interested to see the result of the
2009/10 year and it seems that the trend remained unchanged:
a $55.7 million deficit. The management of the West of England acknowledged the deficit and hinted towards higher than
expected levels of claims on the Club from other members of
the International Group, with the pooling arrangement being
responsible for this. While they may have a point in what con-

Tonnage by Vessel Type

Bulk Carriers
Tankers & OBO’s
Container
General Cargo/Reefers
Ferries & Passenger liners
Others
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31.5%
27.3%
17.9%
14.9%
4.9%
3.5%

WEST OF
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cerns the exact figure, we believe that the principal causes are
somewhere else and the management should make more efforts
in trying to put in practice their own statements: “It is therefore
clear 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”.
The good news is that this year the financial markets are recovering fast and the Club’s courage to maintain its investment asset
allocation rewarded them with a solid $59.6 million investment
return (14.1%), which offset the underwriting losses and contributed to an overall surplus of $3.9 million. The problem that
remains is: for how long will the Club be able to count on significant investment returns? The global economy is still fragile and
while the recovery allowed for returns matching the losses of last
year it is difficult to expect further growth next year that would
keep the same pace.
The overall investment gain on liquid has contributed to a 5%
increase in the Club’s free reserve to a total of $169.1 million at
year end. The Club’s current free reserve include the full value
of the additional call for the 2008 policy year which was set by

Tonnage by Area

the Board in December 2008 and collected from the members
in or before August 2010. Total assets stand now at $928 million.
As regards claims, the Club reported that two noteworthy
claims features emerged during the year. First, the average
value of attritional claims (up to $100,000) increased by over
50% in 2009/10 compared with 2008/09 although the number of
claims was 45% lower. The second significant feature of 2009
has been the replication of personal injury claim patterns from
the United States to other countries particularly Greece, China
and Hong Kong. Personal injury claims in the United States
have for a long time increased in cost during the life of the
claim. This is because of changes in prognosis and prospective
recovery of the injured person as well as the effect of surgical or
medical treatment, which has not always produced the results
initially anticipated.
On the corporate side, Mrs Carolina Lockwood was appointed
General Manager and Company Secretary of the Association in
Luxemburg with effect from 20 February 2010. She replaced
Mr Philip Aspden who retired after 30 years in the service of
the Club.

Europe
Asia
Americas
Middle East etc.

45.6%
33.0%
13.1%
8.3%

67

Free Reserves
WEST OF
ENGLAND

2005

$134,308,000

2006

$132,500,000

2007

$204,652,000

2008

$173,600,000

S&P Rating

2009

$160,800,000

2008

2009

2010

2010

$169,100,000

BBBpi

BBBpi

BBBpi

Supplementary Calls
Policy Year

00

01

02

03

04

05

06

07

08*

09*

10*

Original %

50

20

20

20

20

20

20

20

20

20

20

Final/Current 50

20

20

20

35

35

55

55

65

20

20

Actual Call as a percentage of Original Estimated Total Call
Policy Year

00

01

02

03

04

05

06

07

08

09

10

Percentage

100

100

100

100

113

113

129

129

138

100

100

Entered Tonnage (tons)
2008

2009

20109

Owned/Mutual

53,800,000

50,700,000

52,300,000

Chartered/Fixed

18,100,000

16,000,000

16,500,000

Total

71,900,000

66,700,000

68,800,000

West of England Consolidated Financial Year Summary US$ million
2007/08

2008/09

241.0

255.6

239.6

0.0

152.9

0.0

241.0

408.5

239.6

-301.0

- 326.8

-295.3

Underwriting Result

-60.0

81.7

-55.7

Investment Income

28.5

-78.9

59.6

Total Free Reserves

173.6

160.8

169.1

ETC (Estimated Total Call)
Additional Calls
Total Calls
Total Expenditure

68

2009/10*

*Figures on a financial year basis, not Policy Year
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P&I FIXED
PREMIUM
MARKET

The International Group of P&I Clubs is believed to cover about 90% of the world’s P&I
insurance market but nevertheless the remaining 10% still allow other players to operate on
the market.
The truth is that with little exceptions there
were few insurers operating outside the International Group that are able to compete with
the Clubs in terms of pricing and quality of service. For this reasons most of the outsiders are
focusing on “niche markets”. We can think of
only one insurer – British Marine (part of the

QBE group) – that may be placed somewhere
in between the Clubs and the other contenders
on the fixed premium markets.
Nevertheless times seem to change and within
the last six months there has been some news
about the setting-up of new P&I insurance facilities. Last year we reviewed the following fixed
premium market insurers: British Marine, RaetsMarine, Navigators and Osprey. We will continue
to focus on these four insurers, but we will extend
our analysis by presenting the other contenders
that decided to try their luck in the P&I market.

BRITISH
MARINE

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). 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 is the main competitor of Shipowners Club, targeting smaller vessels (coastal ships, tugs and barges, ferries, fishing vessels, etc). However, bulkers and general cargo vessels are
well represented, too, counting up to almost 45% of the portfolio.
Apart from Shipowners, the main competitors in the niche market are RaetsMarine, Navigators or Osprey, but the general feeling is that only British Marine can compete on equal foot with
the P&I Clubs in terms of the quality of its services to the clients.
British Marine enjoyed another strong renewal at 20th February
2010, yet again highlighting the confidence that they enjoy in
the marketplace. Key highlights were:
• A 96% retention ratio on the renewing portfolio.
• A 3.5% increase in rating on the renewing portfolio.
• A further 13.5% increase in premium generated at the 20th February renewal from 60 new shipowner clients to British Marine.
• Continued support from within the existing client base, as 15
owners increased their fleet share.
Changes during 2010 includes:
1) Change of headquarters. British Marine moved from Walsingham House to the QBE Europe Headquarters in nearby

Tonnage by Vessel Type

General Cargo
32%
Bulkers
12%
Tugs
11%
Unitised
11%
Passenger / Miscellaneous 9%
8%
Smooth Water Vessels
Tankers
7%
7%
Fishing
3%
Others
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Plantation Place, where they are now installed in their own underwriting space alongside colleagues from QBE’s Marine and
Energy Division.
2) As part of the integration of British Marine within QBE Marine & Energy there was a review of the integrated management
structure. Robert Johnston has assumed the position of Chairman
of both the Marine and Energy Division and British Marine. It
was decided that there was no longer a need for a Managing Director of British Marine as such (this role is subsumed by Colin
O’Farrell in his position as Managing Director of the Marine &
Energy Division of QBE). Nevertheless it was felt that it would
be extremely important that British Marine continue to have an
experienced leader in charge of its independent franchise and
Tim Harris has been appointed Head of British Marine. Charles
Dymoke will continue to oversee the P&I class, and Paul Sheppard will continue in his role as Head of Claims for British Marine.
Through its P&I business, British Marine insures around 10,950
vessels with a tonnage of about 13.5 million GT, which is comparable with the tonnage of the American Club or Shipowners
Club. The premium for 2009 was $131 million, which is a better
figure than American Club’s but under Shipowners.

Tonnage by Area

North Europe
Southern Europe
Far East
Eastern Europe
Middle East
Americas and Carribeans
Indian sub-continent
Others

23%
21%
17%
10%
10%
8%
4.5%
6.5%
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NAVIGATORS

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.

Navigators Insurance Company and Navigators Specialty Insurance Company are both rated “A” (Excellent) by A.M. Best
and “A” (Strong) by Standard & Poor’s. Navigators also owns
and operates Syndicate 1221 at Lloyd’s of London. Lloyd’s
is rated “A” (Excellent) by A.M. Best and “A+” (Strong) by
Standard & Poor’s.

P&I insurance for about 3,000 vessels. The focus is on smaller
owned or chartered vessels (generally up to 12,000 GT) engaged in coast-wise/short-sea and limited ocean trading. Almost 70% of the vessels covered are general cargo vessels,
tankers, bulkers, tugs and barges, supply and offshore vessels,
with fishing boats making up the balance.

The Group is very solid, with Gross written premium of $523
million in the first six months of 2010. Net income for the same
period was $36 million and the total assets of $3.5 billion. 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, which also includes blue water hull cargo and
specie, marine liability, transport, onshore & offshore energy.

The company informs its potential clients that its P&I limit can
be selected by the shipowner (up to a maximum $50 million
which is deemed sufficient to meet the 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.

The P&I team is based in London and offers fixed premium

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
coverages are available from the Navigators Group.
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RAETS
MARINE

RAETS
MARINE
RaetsMarine appears to be the second largest
of the fixed-premium providers. It is an
underwriting agency employing about 100
employees, a niche, specialist “retail” marine
insurance provider with a global client base with
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 2010 is $35
million. It represents 4,100 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 a various
type 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 crafts, yachts, fishing vessels, tugs and supply
vessels operating at sea or in ports. Trading limits are restricted
to no USA, no Trans-Atlantic and no Trans-Pacific voyages; there
are no restrictions to age and singletons will be quoted.
Within the book of P&I business for shipowners, 14% of vessels are
general cargo vessels and 12% are bulk carriers. 74% of the portfolio consists out of specialist craft. The clients are located in South
America, Europe, Turkey, Middle East, India and Asia Pacific.

Tonnage by Vessel Type
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A separate inland craft P&I business was set up in January 2003.
It represents about 4,000 vessels at about 3.5 million GT and
the anticipated premium income for 2010 is Euro 1,5 million.
As we mentioned before, RaetsMarine is just an underwriting
agency, their carrier is Amlin Corporate Insurance N.V. (ACI).
ACI is rated “A-” (Stable) by Standard & Poor’s and “A-” (Positive) by Fitch Ratings. Amlin Corporate Insurance is a 100%
subsidiary of Amlin plc. Amlin plc is a FTSE-250 quoted company, a leading independent insurer operating in the Lloyd`s,
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.
The limits of liability offered by RaetsMarine is up to $500
million for Charterers Liability or Shipowners P&I (blue water and inland craft). From this amount, up to $50 million is
placed with Amlin Corporate Insurance N.V. and $450 million
excess of $50 million as co-insurance from Lloyd’s of London
with Amlin as leading underwriter. For P&I an excess of loss
reinsurance program is placed with Swiss Re (50%) Munich Re
(40%) and Hannover Re (10%).

Tonnage by Area
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OSPREY

OSPREY
Established in 1991, Osprey Underwriting Agency Limited is the oldest and most established
provider of fixed premium Protection and Indemnity 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 of 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
for 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.
Coverage can be provided on a worldwide basis to owners lo-

Tonnage by Vessel Type

Tug & Barges
Fishing Vessel
Craft
Passenger Vessels
Others
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47%
31%
9%
4%
9%

OSPREY

cated 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 2009 Osprey was insuring a fleet of about 2,400
vessels, whilst the P&I gross premium related to the same
year was about $35 million.

Tonnage by Area

USA
Europe
Asia
South America
Caribbean
Middle East
Others

65%
15%
8%
6%
3%
2%
1%
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China P&I Club is chaired by Cosco chief Wei
Jiafu and currently 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.
The growth in size and importance of China apparently made everyone understand that the integration of the China P&I Club is somehow inevitable. The estimate is that the time needed to
sort out the details of the agreement will push the
formal approval for the February 2012 renewal.

It is said there are some reservations among the existing members related to the fact that the Club has mostly Chinese members, but this is somehow similar to Japan Club’s membership
so that it should not be an insurmountable obstacle. Furthermore, another issue is that that many of the China P&I Club
members are state-owned shipping companies linked to Cosco,
although there are also independent members such as IMC

Shipping, Wah Kwong Shipping and Pacific King Shipping.
Financial wise China P&I Club has a large free reserve of over
$400 million but the fact that from this amount $335 million
(almost 84%) are represented by Club’s investment in China
Minsheng Bank Corp raises some concerns about the spread
of the risk.
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We described South of England in our last report as
being a Club oriented towards older tonnage, operating outside of the International Group of P&I
Clubs. The Club provides up to $500 million of cover and is reinsured by both the Allianz Group and
Lloyd’s syndicates. As it is the case of some other
Clubs in the International Group the domicile of
South of England is in Bermuda. For a change the
management company is not in London (as it is the
case of the Other Clubs), but in Liechtenstein. And
things do not stop here as this last company is in
fact subcontracting the day-to-day management to
another company based in Zurich.

The Club is strong in the Middle East while other members are
from Pakistan, North Korea, Greece, Hong Kong and Denmark.
The Club seemed to have benefited of its lack of links with
London / UK as it managed to sign this year 114 ships of about
4.5 million DWT owned by Islamic Republic of Iran Shipping
Lines (IRISL). IRISL had to leave the Steamship Mutual and
North of England Clubs after a UK government order banned
UK insurers and other financial institutions from doing business
with Iranian companies. However, we were informed that at this
moment IRISL is not insured anymore by the South of England.

The Club seems to have encountered a turbulent period in
the last years. Last year it declared a 25% cash call on the 2006
underwriting year 12 months ago and it requested another
25% call on the 2007 underwriting year. On top of this the
Club manager Neil Bell declared that another cash call was
contemplated to be declared on the 2008 underwriting year
although the estimation was that this time it would be less
than 25%. The management’s explanations in respect of the
extraordinary calls indicated that the level of claims has risen,
mainly through an increase in the attritional claims.
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BRITISH STEAMSHIP PROTECTION
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Looking at the events of the last months it looks
like 2010 is the year of the new P&I insurance
ventures. Last on the list is the British Steamship Protection & Indemnity Association (Bermuda) Limited, a class 2 mutual insurer registered in Bermuda that focuses on the P&I needs
of small and medium shipowners.

Information about this new P&I insurance provider is scarce
but it is obvious that it is operating outside the International
Group of P&I Clubs. The information available shows that
British Steamship is registered in Bermuda, but managed by
British Steamship Management Ltd. based in the Marshall Islands. It seems that the underwriting will be also done in the
Marshall Islands while the claims handling was entrusted to
Raetsasia P& I Services Pte Ltd – Singapore (a subsidiary of
RaetsMarine), which will act as Association’s Claims Handling
Agent and Claims Correspondent. There will be two other
contact offices, BSM P&I Services Pte Ltd in Singapore and
another (not yet named) office in Shanghai.
The geographic spread of the contact offices and of claims handling agents plus the fact that the Association’s website direct to-

wards RaetsMarine, Ping An (a Chinese insurance company) and
Singapore Re suggest that despite its name hinting to UK the
Association is rather focused on Far East and especially China.
On its website, the British Steamship announces that it “provides P&I, FD&D insurance cover to its members in transport
intermediaries and the shipping industry”. Though for the
moment it will initially be providing P&I and FD&D British
Steamship may develop other products such as hull and charterers cover to meet members’ needs.
The Association claims that it is backed by high rated securities but no further details are given. One can only remember
that the only reinsurer mentioned on their “links” page is Singapore Re.

89
www.britishsteamship.com

EAGLE
OCEAN
MARINE

EAGLE
OCEAN
MARINE

When we analyzed the American Club we have already mentioned that its top managers were launching a new fixed-premium provider, under the name
Eagle Ocean Marine. The new facility will be privately owned by top American Club manager Joe
Hughes and his senior colleagues. It is said to provide cover for smaller vessels and be backed by a
panel of Lloyd’s underwriters. The market target of
the Eagle Ocean Marine will be vessels of less than
10,000 GT and the limits of cover offered will be up
to $30 million. Geographically the Far East appears
to be the most important market for this new fixedpremium contender. At the moment when this report was completed Eagle Ocean Marine was waiting to finalize an arrangement allowing it to issue
blue cards in order to formally open for business.
According to TradeWinds the new facility aims to
have a premium income of about $40 million within
five years, which is a little bit more than the figure
targeted by RaetsMarine for this year.

Despite some fears regarding a potential conflict of interest between the American Club and the Eagle Ocean Marine operations we understand that the Club’s directors have approved the
managers plan to launch the fixed-premium scheme. Probably
in order to diminish the worries concerning the potential conflict of interest the Eagle Ocean Marine will have its operations team completely separated from American Club’s.
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Another entity that intends to provide P&I cover
and that has been mentioned in the press in the
last months is East of England. There is a lot of
secrecy surrounding this new player, the motives
given being that as part of the process of setting
up a reinsurance program the representatives
have to keep a low profile for a while and on top
of that the people behind the new venture would
like to have the opportunity to discuss with their
potential clients before drawing the attention.

The information that has transpired through this shroud of secrecy is that East of England will be registered in the Seychelles,
it will be administered from Limassol and has appointed London insurance broker Leslie Judd to run a UK representative office. According to declarations make by Mr Judd in TradeWinds
he represents “a group of private investors centered around a

couple of people who are very experienced in marine loss adjusting and P&I and have connections with a lot of shipowners”. He
added that the East of England can write a limit of around $5
million at the moment but it hopes to offer soon a higher limit
(i.e. $26 million). He also assured that the Club would not target
substandard tonnage as some people may have expected.
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One of the last new fixed-premium P&I facility
that has been announced in the press is Hydor,
which was launched by Johan Gjernes. Gjernes is
a relatively young, dynamic but at the same time
experienced executive that combines the sailing
experience (he was master mariner before moving to shore) with insurance expertise (he spent 12
years within Skuld, raising through ranks from underwriter to Head of Skuld Piraeus and Senior Vice
President - Underwriting Risk Management).

Hydor will be based in Oslo and will act as a managing general
agent, underwriting on behalf of Brit’s Lloyd’s of London syndicate 2987. As most of its competitors in the fixed-premium
market Hydor will target smaller vessels with the main target
being 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.
For the hull insurance Hydor will participate up to a $2.5 million share. Hydor will be open to business from all over the
world but Gjernes admitted that the focus will be on Northern
Europe.
Another interesting feature of Hydor is that the claims handling has been outsourced to Chris Beesley’s “C Solutions
Ltd.” a very dynamic legal and claims consultancy operation.

Chris Beesley spent more than 30 years with Ince & Co in
Hong Kong and the UK (where he was joint head of the shipping casualty department) before deciding to focus on the C
Solutions Group (established 1999).
Mr Gjernes explained that he believed firmly that the knowledge of the shipping industry, P&I and the insurance market,
combined with first-class security from Lloyd’s and high-quality claims handling provided by C Solutions his Hydor will
be very attractive alternative to the P&I Clubs or other fixed
premium facilities for owners of smaller tonnage vessels. He
also pointed the low running costs as being an advantage but
also advised that Hydor is not going to compete mainly on
price but by putting an emphasis on thorough risk assessment
and the safe operation of ships.
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The Islamic P&I Club was established in Iran in
the 1990s and has strong links with Iran. It offers
up to $500 million of P&I cover for ships up to
10,000 GT and its management sees the Shipowners Club and the Navigators P&I facility as
the main competitors.

Its chairman is Mohammad Souri of National Iranian Tanker
Co (NITC) and the top managers are also Iranian. The chief
executive of the Club is Javad Mosadeghi, whose career has
encompassed NITC, Bonyad, Ava Shipping and the Bandar
and Abbas Arya container terminal before joining the Islamic
P&I Club.

The Club has a special relationship with British Marine,
which is presented as a “strategic partner”. British Marine is
individually underwriting each risk dealt with by the Club,
supervises the claims handling and provides letters of undertaking for situations where Islamic P&I Club’s own security
(letters) is not accepted.

There is some controversy regarding the registration.
While some sources indicate that it is registered in Qeshm
(an Iranian free-trade zone) and has a management office
in Tehran, other sources present it as a business operation
incorporated in the United Arab Emirates (UAE) with the
headquarters in Dubai and a 50/50 split between Arabic and
Iranian members.

Continuing the relationship with British Marine was put under the question mark earlier this year when the UK government imposed sanctions against Iran. But it appears that the
final decision in this respect was that as long as British Marine remains a reinsurer for the Islamic P&I Club and does
not have a direct relationship with Iranian shipowners it may
continue to provide such reinsurance cover and will not be
subject to government regulations imposing sanctions against
Iran. Yet, British Marine’s officials admitted that they are constantly watching the changes of the regulations in this respect
as the regulatory environment is changing fast.

The membership of the Club consists for the moment in 235
ships belonging to 45 owners (one of them being Japanese)
and its total tonnage is only about 130,000 GT. All the same,
the aim is high and the declared target is to reach 1 million
GT within the next five years. Apart from NITC, members
include National Navigation of Egypt, Tirta Kerta Abadi of
Indonesia, Gezairi Transport of Lebanon as well as Pacific
Wise Shipping and AD Marine of the UAE.

The Club is aiming to expand beyond the Arabian Gulf and
Indonesia and Malaysia are seen as the most promising areas for
expansion. The Association has opened an office in Djakarta
and is looking to establish other offices in Cairo and Istanbul.
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The Korea P&I Club currently covers more than
800 vessels of about 9 million GT, which is a little
bit more than half the tonnage of the smaller P&I
Clubs. The largest vessels in the club are kamsarmax bulkers of about 50,000 GT (80,000 DWT).
The limit of cover offered is up to $300 million.

The club has an annual premium income of $26 million, whilst
the free reserve of $9.8 million is projected to grow to about
$14 million by the end of this year. The Club has ambitious
plans, aiming to expand the insured fleet to 20 million GT by
2020, when the premium income is projected to be around
$100 million.

International Group for which Korea is already a market. Maybe achieving the status of member of the International Group
would increase Korea P&I Club’s chances of success and this
may explain the fact that some see the Club as the next one
to pursue for such membership status after China P&I Club
accedes to the International Group.

This may be achievable if we bear in mind that the Korea
Shipowners’ Association has recently set a target for the national fleet to reach 100 million DWT by 2010. The difficulty
would be to compete against the P&I Clubs members of the

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.

99
www.kpiclub.or.kr

“Whilst every effort has been made to
ensure that the information contained in
the following report is accurate and up-todate at the time of printing, this cannot be
guaranteed by us.
Under no circumstances shall Omni Ltd. be
responsible or liable for any loss or damage
caused directly or indirectly by the use of
this information.

Created by

OMNI LTD.

NOTES

101

