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These Frequently Asked Questions are intended to provide general guidance for our Legal Costs Cover. It is subject to the terms and 
conditions of the policy wording, the Certificate of Insurance and any endorsements to it. We recommend that you read the policy carefully 
and discuss with your broker. You will find a copy of the Legal Costs wording on:

www.shipownersclub.com/shipowners-publications
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1.0 Why you may need this insurance

1.1  I have a Shipowners’ Club liability insurance policy 
with you. Why do I need to buy Legal Costs Cover 
as well?

    The policies respond to different risks. Our liability 
insurance policies - such as those for fishing, passenger 
or dive boats – protect you from the risks of owning or 
operating a vessel. They will also pay associated defence 
costs. Legal Costs insurance is often thought of as 
dispute insurance because it covers legal and other 
costs arising out of your vessel’s operations (we give 
some examples in point 4).

   Without Legal Costs Cover you would have to pay these 
costs yourself. Unlike our liability insurance policies, 
Legal Costs insurance may also cover the costs of 
pursuing claims against people whom you believe 
have not met their obligations to you. Often these will 
be contractual partners, but just as with our liability 
insurance policies, claims handled in accordance with 
the Legal Costs Cover must relate to a vessel entered 
with the Club and arise from its operation.

   We would stress that Legal Costs Cover does not cover 
the sums which are at the heart of the dispute; only the 
legal costs associated with trying to resolve it.

1.2  Is this the same as Freight Demurrage and Defence 
(FD&D) cover offered by other Protection and 
Indemnity (P&I) clubs?

   Yes. We consider this title to be outdated and misleading 
as the cover we provide is far wider than that suggested 
by the title. For example, it will respond to costs associated 
with pursuing claims, as well as defending them.

1.3  Can I use this Marine Legal Costs Cover in 
conjunction with my Club Rules policy?

   No. We provide a separate cover for our Club Rules 
Members.

1.4  I do not have a liability insurance policy with you. 
Can I purchase Legal Costs Cover from you?

   No, this Legal Costs Cover is only provided to Members 
(policyholders) who have insured with us under one of 
our liability insurance policies.

2.0 What it covers

2.1  Does it cover any type of dispute?
   No, but it responds to some of the most common causes 

of dispute. A full list is contained in the policy and can 
be found on our website under www.shipownersclub.
com/shipowners-publications. Amongst these are 
disputes concerning charter fees, the right of withdrawal 
or cancellation of a charter agreement, performance 
issues relating to your vessel, the supply of inferior fuel, 
negligent or improper repairs to your vessel, agents’ 
charges, losses falling within the hull and machinery 
deductible, some salvage related issues, disputes with 
passengers or crew and contractual difficulties arising 
from purchase and sale agreements. Please note that  
it does not cover disputes arising out of contracts to 
build vessels.

2.2  Are legal fees included in the Legal Costs Cover?
   Yes. Legal fees including arbitrators’ or mediators’ fees 

are covered, as well as the fees of experts, consultants 
and correspondents when these arise out of the dispute 
we are insuring. 

2.3  If I lose a case and I have to pay my opponent’s 
costs, does the Legal Costs Cover help with this?

   Yes. Should a defence be unsuccessful and a court or 
tribunal orders you to pay opponents’ costs the Legal 
Costs Cover would respond to meet those costs.

2.4  If I lose a case and a fine or penalty is imposed 
against me, will the Legal Costs Cover cover pay?

   No. The policy is not designed to pay these costs. 

2.5  Can I approach the Club for advice on whether I have 
a valid case against someone or when I wish to 
pre-empt a dispute?

   Yes. In addition to claims handling, our Legal Costs 
Cover includes an advisory service. This aims to provide 
advice and guidance to Members at an early stage in 
order to deflect claims, promote settlement or achieve a 
quick payment of debt, thereby avoiding  
a dispute. 
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2.6  Legal Costs Cover is described as being a 
discretionary cover but what does this mean?

   This means that when we receive a request for support, 
we explore the factual background of a case to gauge 
the prospects of success, before formally agreeing to 
support any litigation. All costs at this stage are borne 
by us. This initial assessment is a common feature of 
Legal Costs Cover and the reasoning behind it is to 
ensure that Members do not use up their valuable time 
and resources in pursuing hopeless or uneconomic 
cases. Our in-house experts are able to judge quickly 
whether a case is likely to succeed based on years of 
knowledge and experience.

2.7  Do you pay all of the costs?
   No. In common with the liability insurance policy you 

have with us, there is a claims deductible, also known 
as an excess. You are responsible for one fourth (25%) 
of costs and expenses incurred in connection with any 
claim, dispute or proceedings with a minimum deductible 
of US$ 5,000 and a maximum deductible of US$ 30,000 
(or their currency equivalents), unless your Certificate 
of Insurance states otherwise.

3.0 How we handle disputes

3.1 Who will handle my case?
   We have a number of in-house lawyers based in our 

London, Singapore and Vancouver offices and we are 
therefore in a position to respond across all time zones. 
In addition to our Legal Costs team lawyers, our 
Members have access to P&I claims handlers with 
expertise built up over years. The Club is supported by a 
global network of P&I correspondents including  
an extensive range of experienced external lawyers, 
arbitrators, mediators and experts across the world.

3.2  How will my claim be handled?
   Initially, one or more of the Legal Costs lawyers will be 

allocated to the claim and will review the 
documentation submitted in order to form a view on the 
merits of the claim, confirm the cover position and discuss 
further evidence gathering and strategy. Contact will 
be made with the opponent in order to negotiate a 
resolution that you are happy with.

   

   Our Legal Costs team are all legally qualified and as 
such many disputes can be handled in-house. For 
example, disputes governed by English law and subject 
to London arbitration under London Maritime 
Arbitration Association (LMAA) Rules can, where 
appropriate, be run on a documents only basis - 
avoiding the need for any hearings and resulting in 
extensive costs savings for Members and the Club. If 
necessary, the claims handler will select and instruct 
external lawyers or experts. We keep Members advised 
throughout the dispute process and work with them  
to gather evidence to support the case.

4.0 Examples

  Below you will find examples of cases which have arisen for  
a variety of different vessels. The following is not intended to 
be an exhaustive list of all types of covered claims, but should 
give an idea of what assistance you can expect from us when 
you purchase Legal Costs Cover.

a. Charterparty disputes 
    Our Member’s client, a long-term charterer, went into 

liquidation leaving many millions of dollars in unpaid 
hire. In addition, the Member received claims from 
various suppliers to the charterer for their unpaid bills 
– a total of over US$ 2m. The Member’s Legal Costs 
Cover paid for the costs of lawyers in eight different 
jurisdictions. A successful outcome saw the arrest of 
assets owned by the client as security for our claim 
against them, as well as a funded action against the 
charterer for the unpaid hire.

b.  Cancellation
    Our Member agreed to a 12 month lease of their vessel 

to charterers who cancelled days before the delivery 
date. The Member had incurred considerable costs in 
sea trials, advising on the work to be done and crew 
visas. The Club handled the claim for all of these costs 
under the Legal Costs Cover and when amicable 
discussions failed, we successfully brought pressure to 
bear by commencing arbitration proceedings against 
the charterer.

c.  Disputes with suppliers
    Lubricating oil from a supplier turned out to be 

completely unsuitable and caused extensive damage 
to our Member’s vessels. The Club worked with hull  
and machinery insurers and lawyers to bring a claim 
against the supplier. The cost of the ensuing mediation 
and litigation were covered under the Legal Costs Cover.
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d.  Disputes arising from negligent maintenance work
    Work carried out by a boat yard led to serious problems 

with a yacht’s oil system and prevented the yacht from 
sailing. The yard denied responsibility. The Club appointed 
a local surveyor and lawyer to assess the damage and 
pursue a claim for damage and costs lost through 
abandoned training courses. The damage was found  
to be attributable to the work done by the yard and  
the matter was brought to a satisfactory conclusion 
through discussions with the yard’s insurers and 
Club-appointed lawyers, without recourse to court action. 

e.  Disputes regarding fees charged by service 
providers or suppliers 

    A Member’s specialist offshore vessel was chartered for 
a project outside her usual area of operation and under 
the charterparty, costs or taxes incurred in moving the 
vessel to the country in question were recoverable from 
the charter. However, due to the authorities allocating 
an incorrect code, relocation costs of US$ 100,000 paid 
by our Member were disputed by the charterer who 
claimed only a fraction should be reimbursed. When 
the authorities proved unresponsive, the Club-appointed 
local lawyers were able to advise on the situation and 
successfully obtain a recovery from the authorities, 
through the local courts. Costs were met under the 
Legal Costs Cover.

f.  Employment disputes or other disputes with 
crew members or passengers

   UK ferry owners faced a claim from a former employee 
who alleged that a lack of promotion was due to racial 
discrimination and constituted a breach of the 
employment contract. Claims of this nature in the UK 
can attract very significant damages as employment 
tribunals have unlimited power to award damages.  
The Club helped with evidence gathering and appointed 
a specialist lawyer who formulated a defence. Whilst we 
were able to refute all allegations and robustly defend 
this claim we ultimately negotiated a settlement on a 
nuisance basis to avoid a lengthy and potentially 
damaging hearing.

g.  Disputes with marine insurers (other than the 
Club) regarding amounts due

   During a survey by Classification Society surveyors, a 
vessel’s propulsion unit was found to be fouled. Damage 
to the vessel’s propeller blades and surrounding areas 
was discovered. The Member had recently changed hull 
insurers, but the damage surveys failed to determine 
when the damage had arisen. As a result, neither hull 
insurer would accept a claim under their covers. The 
Club appointed legal representatives to protect the 
Member’s interests and through applying pressure  
to both parties achieved a negotiated settlement.  
The costs were covered by the Legal Costs Cover.

h.  Disputes related to damage to the vessel (where 
losses are below hull and machinery deductible)

   During a routine voyage our Member’s small tanker was 
struck by a bulk carrier which was navigating in breach 
of the Collision Regulations. Although damage to both 
vessels was light and there was no structural damage, 
the Member spent £GBP 50,000 on repairs to paint and 
railings. These costs fell within the hull and machinery 
policy deductible. The Club helped with evidence 
gathering and reimbursement was obtained from the 
bulk carrier’s P&I club. 

i.  Disputes relating to the purchase or sale of a vessel 
(providing it was entered with the Club at the date 
of the relevant contract)

   A Member entered into an agreement to purchase an 
anchor handling vessel from another company. One of 
the special conditions for obtaining cover for disputes 
arising under purchase contracts was that the Legal 
Costs insurance must start from the same date as the 
purchase contract. As such, the Member gave us a copy 
of the Memorandum of Agreement prior to signing it 
and the Legal Costs team checked it to ensure that the 
Member’s interests were protected. Once this had been 
done, the Member was covered for any disputes arising 
out of the Memorandum of Agreement. This proved 
useful when the Member discovered that engine 
repairs by the previous owners were not properly 
carried out. The Legal Costs insurance covered the costs 
of bringing a claim in arbitration against the previous 
owners for breach of the Memorandum of Agreement. 
The costs of the remedial repairs and damages for loss of 
use were successfully recovered.
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j.  Disputes in respect of general and/or particular 
average contributions or charges

   During a voyage in heavy weather a Member’s small bulk 
carrier suffered an engine failure. General average was 
declared but one of the cargo owners refused to pay 
their share of general average sums alleging, incorrectly, 
that the Member’s vessel was unseaworthy. The monies 
outstanding were significant and there was no good 
reason for their refusal to pay. The Club contacted cargo 
owners and when it became clear that the other side 
would not make prompt payment, lawyers were instructed 
to commence legal proceedings. A very favourable 
settlement was negotiated with the support of the 
Legal Costs team.

    Please note that Legal Costs Cover is a disputes 
insurance and does not cover costs and 
expenses which should fall under a Member’s 
hull and machinery policy or other insurances.

5.0 Who to contact 

For help and assistance with all Legal Costs matters, please 
contact one of our branches:

London

Mark Harrington
Head of Underwriting

D +44 207 423 7107 
E mark.harrington@shipownersclub.com 
M +44 7876 252359 
S mark.harrington83 
T +44 207 488 0911

Adam Howe
Syndicate Manager – Underwriting

D +44 207 423 7184 
E adam.howe@shipownersclub.com 
M +44 7917 133671 
S adam.howe18 
T +44 207 488 0911

Singapore

Steve Randall
Commercial Director

D +65 6593 0426 
E steve.randall@shipownersclub.com 
M +65 9221 6826 
S sd.randall 
T +65 6593 0420

Immediate advice and local assistance is also available from our 
correspondents who are listed at:
www.shipownersclub.com/correspondents
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London

St Clare House 
30–33 Minories 
London EC3N 1BP

T +44 207 488 0911
F +44 207 480 5806 
E info@shipownersclub.com 

The Shipowners’ Mutual Protection and Indemnity Association (Luxembourg) |  
16, Rue Notre-Dame | L–2240 Luxembourg | Incorporated in Luxembourg |  
RC Luxembourg B14288
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Singapore 

6 Temasek Boulevard 
#36–05 Suntec Tower 4 
Singapore 038986

T +65 6593 0420
F +65 6593 0449 
E info@shipowners.com.sg

The Shipowners’ Mutual Protection and Indemnity Association (Luxembourg) | 

Singapore Branch | Company No. T08FC7268A 

www.shipownersclub.com  @ShipownersClub  The Shipowners’ Club


