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Five-year combined summary

FRONT SIDE FLAP

Income and expenditure (US$ millions)

2012/13 2013/14 2014/15 2015 2016

Earned premiums, net of reinsurance 200.1 213.1 211.1 182.0 201.1

Incurred claims, net of reinsurance (146.8) (158.5) (145.5) (136.1) (149.1)

Operating expenses (44.3) (52.3) (54.2) (42.7) (49.2)

Underwriting result 9.0 2.3 11.4 3.2 2.8

Investment result, less taxation 31.9 20.9 (10.0) (24.1) 11.9

Change in free reserves 40.9 23.2 1.4 (20.9) 14.7

Combined ratio 95.5% 98.9% 94.6% 98.2% 98.6%

Balance sheet (US$ millions)

2012/13 2013/14 2014/15 2015 2016

Investments at market value and cash 587.5 642.7 630.9 637.9 648.6

Other assets 38.0 42.3 53.0 55.6 67.0

Creditors (24.9) (30.9) (34.6) (35.1) (37.8)

Net assets 600.6 654.1 649.3 658.4 677.8

Net technical provisions (324.9) (355.2) (349.0) (379.0) (383.8)

Capital and free reserves 275.7 298.9 300.3 279.4 294.0

2016 COMBINED RATIO 98.6%
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Note: Following a change of financial year end, the 2015 results cover the period from 20 February 2015 to 31 December 2015.



DIVERSE MEMBERSHIP 

The diverse nature of our 
membership base delivers 
stability. Our Members 
operate in a variety of 
specialist sectors across 
the globe providing a 
spread of risk and low 
exposure to individual 
catastrophe.

MEMBERSHIP DOMICILE*

*  Figures as at 31 December 2016. 

CORPORATE INFORMATION

Registered office
The Shipowners’ Mutual Protection and Indemnity Association (Luxembourg) 
16, Rue Notre-Dame 
L–2240 Luxembourg

T +352 229 710 1 
F +352 229 710 222 
E info@shipowners.lu
 
Managers
The Shipowners’ Protection Limited 
White Chapel Building, 2nd Floor 
10 Whitechapel High Street 
London E1 8QS

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

Auditors
KPMG Luxembourg Société coopérative 
Réviseur d’entreprises agréé 
39, Avenue John F. Kennedy 
L–1855 Luxembourg

PERCENTAGE OF VESSELS BY NUMBER*

TOTAL MEMBERS

6,633

TOTAL VESSELS

32,749
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Africa

490,834 (1.9%)

Europe

4,975,419 (19.5%)

Southeast Asia  
& the Far East

12,815,876 (50.4%)

Middle East  
& India

2,412,868 (9.5%)

North  
America

1,020,615 (4%)

Central  
& South America

2,738,920 (10.8%)

986,838 (3.9%)

Australia, New Zealand  
& the South Pacific

Total Tonnage

25,441,370

GROSS TONNAGE BY TRADING AREA*
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I am delighted to report on the Club’s 
progress in 2016.

2016 has been a year dominated by 
geo-political upheaval, Brexit and the 
change in the US Administration caught 
many people “on the wrong foot”. It is in 
these times that one looks for stability 
and consistency and at Shipowners’ we 
pride ourselves once again in providing 
these in the form of comprehensive 
liability cover for our Members.

This consistency was acknowledged during 
the year by an improvement in our rating 
by Standard and Poor’s from A- positive to 
A stable.

The shipping industry remains very much 
in the doldrums with many of our Members 
experiencing pressure on both charter 
rates and utilisation. Mindful of this we took 
the decision for the third consecutive year 
to offer Members, subject to their 
individual claims performance, terms as 
expiring at their next renewal by way of nil 
general increase. The year saw a decrease 
in our earned premium as a result of the 
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downturn in activity in general and 
specifically the offshore sector where we 
are a significant provider of liability cover 
worldwide. We had anticipated this 
reduced premium and budgeted 
expenditures accordingly. We did not 
and will not sacrifice our underwriting 
disciplines to chase higher premium. 

Our discipline is reflected in the report 
showing a combined ratio of 98.6%, 
exactly where we had budgeted to be. 
Our reinsurance programme remains at 
the heart of our ability to consistently 
report combined ratios slightly below 
100%, where we believe they should be 
to reflect the true ethos of mutuality. In 
this respect, we are indebted to the 
untiring work of our reinsurance Working 
Group led by Iain Webb-Wilson and Willis, 
our dedicated reinsurance brokers.

We are all too aware of the cost pressure 
on our Members and your Club is not 
immune. Whilst we welcome compliance 
and regulatory discipline the cost of 
implementation continues to rise 
exponentially. Notwithstanding this, I am 
pleased to report that we have 
maintained administration costs well 
within budget and close to 2015 levels.  

You will all be aware of the volatility of the 
financial markets and it is exactly 
because of this that we adopt a 
conservative approach when investing 
Members’ funds. Funds are invested in a 
number of asset types with the vast 
majority in Fixed Income securities and 
the balance in Equities. We measure 
performance by way of internationally 
recognised benchmarks and I am 
pleased to report that, in each asset 
category, we performed above the 
benchmark.

In a business over 160 years old it is 
important that we do not stand still and 
recognise the need to move forward 
innovatively. We continue to look for 
new products and services to enhance 
the offering to our Members. It is with 
this in mind that we have introduced 
CTRL Marine Solutions Ltd. CTRL 
provides technical and legal services 
outside our traditional Rules cover. The 
aim being to reduce claims costs by 
introducing higher standards of 
technical operations for our Members 
and reduced legal costs of claims when 
they occur. CTRL is available to all 
Members and you are encouraged to 

visit our website to explore how CTRL 
can help your organisation.

Our IT investment continues to deliver 
more robust systems and savings. We 
have made huge steps forward during 
the year on underwriting systems and 
2017 will see the completion of these 
projects and we will be moving on with 
reinsurance. These investments are 
designed to give management better 
tools to make more informed decisions 
as well as reduce operating costs.

At our Annual General Meeting (AGM) we 
said farewell to retiring Directors, Rodney 
Lenthall and Ong Kok Wah, who had 
between them served the Club for almost 
50 years. Ong was instrumental in setting 
up the Singapore Branch in 2009 which 
has been a huge success and Rodney has 
served on each of our sub-committees, 
our subsidiary Boards and was Chairman 
for six years between 2002 and 2008 
overseeing the most marked growth 
period in the Club’s history. We are truly 
indebted to both gentlemen and we wish 
them well in their well earned retirement. 
At the forthcoming AGM, I will propose 
the election to the Board of Ali Gürün, 
Technical Director of Sanmar, Turkey, 
who will add to our skills with his 
experience as a ship builder as well as 
tug operator.

Finally, as always, I would like to take this 
opportunity to thank all Members, brokers, 
reinsurers, investment advisors and all 
other stakeholders for continuing to 
place their trust in the Club. You, together 
with our dedicated staff, have once again 
delivered a level and standard of 
performance of which we can all be proud.
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When revenue is challenged in any walk of 
life the protective response is to try and make 
do with less for less. And so it was in 2016, as 
owners in many operating sectors were 
forced to review their insurance options as 
freight rates reduced, and particularly in the 
offshore sector a falling oil price saw up to 30% 
of ships placed in to lay up. Bottom-line 
operational costs came under pressure and 
for some that meant looking for cheaper 
insurance options.

At a time of political and economic uncertainty 
owners and their brokers, when reviewing 
their insurance needs, at least have a choice. 
Today, there are many options available from 
the commercial insurance sector looking to 
offer fixed premium P&I cover at reduced 
costs. What do they know that we don’t? How 
are these insurers able to ensure certainty 
of profit for their shareholders? All insurers 
are facing a period when insurance 
premiums are being challenged, fuelled by 
increased levels of capital entering the 
market, and all these factors set against an 
environment of more costly claims and 
increased regulation and compliance are 
increasing operational costs.  

In contrast to the commercial sector, the 
Shipowners’ Club and the other 12 members 
of the International Group of P&I Clubs 
maintain a not for profit mutual philosophy. 
Having been operating in the same way for 
over 160 years, mutuality remains absolutely 
central in establishing the financial benefits 
of Club membership.

For those Members and their brokers who 
continue to place their trust in the Club and 
look for certainty that when they require the 
Club’s assistance it will be on hand, never 
before is it more important to focus on the 
Club’s mutual model. We have no 
shareholders and consequently we have no 
requirement to pay dividends. This means 
that we can retain surpluses generated 
within the Club, which belong to the 
membership, and use this money for the 
benefit of our Members, through, for example, 
improving services, enhancing cover levels or 
by keeping premium levels down.

Prior to the recent renewals as we entered a 
new Club policy year, we reminded our 
Members that the mutual model will only 
benefit our Members if we run ourselves in 
an efficient manner. We are acutely aware 
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that the money we handle belongs to our 
Members. We therefore have a constant focus 
to ensure that the Club offers value for money.

One area that we have focused on during the 
year is to listen more to our customers 
through our brand research. The message 
we received was generally a simple one. Stick 
to what you do. Don’t be tempted to branch 
out in to new areas that could detract from 
your specialisation as the mutual marine 
insurer of choice for owners of smaller and 
specialised vessels and be prepared to shout 
a little louder about the Club’s successes. For 
example, that you pay your Members’ claims; 
that you offer certainty of cover and of 
premium; that you never knowingly 
overcharge; that you understand the risks 
and offer solutions; and that you offer 
owners, and their brokers that place the 
cover, peace of mind in their daily operations.

As well as the close relationships we have with 
our Members, the brokers are our partners 
in business. Globally, we work with over 600 
brokers servicing almost 7,000 Members 
and we thank them for the trust that they 
place in the Club. Just as we are challenged 

during these difficult trading times, so we are 
aware of the challenges faced by the broking 
community, many of whom seek to maintain 
their status as specialists in their sector. We 
have always said that it’s a tripartite 
understanding between the broker and the 
Club working in the best interest of the broker’s 
client, our Member. That trust was never 
more evident, as we returned some exemplary 
retention figures during the year with over 
95% of our Members remaining with the 
Club at renewal. 

It is also at this time that we thank our business 
partners with whom the Club works. Our many 
global Correspondents, the Club’s eyes and 
ears in the ports where our Members operate 
around the globe. Often overlooked in the 
claims chain, they remain an essential 
ingredient working with the local port 
authorities and the flag states to ensure that, 
with the Club’s support, the continued smooth 
passage of our Members’ operations continue. 

As this annual report will illustrate, despite 
the slowdown in global trade there does not 
appear to have been a let-up in the value 
and indeed the complexity of claims. With 

changes in vessel limitation values and a 
greater need for ships to carry promises to 
pay certification on board – never has there 
been a more important time for owners to 
know that their P&I provider is well placed 
financially to support their claims. We are 
proud of our financial strength and our 
ability to pay our Members’ claims when 
insured events crystallise.  

Financial strength also extends to the benefits 
of being part of the International Group and 
its unique pooling arrangements that provide 
the multimillion dollar limits of cover. It also 
extends to our reinsurance partners both in 
Lloyd’s and the international insurance 
markets. Swiss Re remain a major reinsurance 
partner to the Club and we thank them for 
their support and understanding of the risks 
and their willingness to work with us as we 
explore ways to offer a wider and more 
comprehensive P&I product. We also thank 
the supporting Lloyd’s of London market 
that remain focused and engaged with us 
during the year.

ENTERED VESSELS BY REGION

 Barge 
 Cargo 
 Fishing 
 Harbour  
 Offshore 
 Passenger 
 Tanker 
 Yacht

TOTAL VESSELS

32,749
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As we look towards 2017 and beyond and 
the uncertainty in the global shipping arena, 
we strongly believe that the Club’s mutual 
model, combined with our relentless focus 
on value for money for our Members, assists 
towards maintaining the Club’s financial 
strength and providing our Members, and 
their brokers with whom we work, with the 
confidence that their insurance will perform 
when required.

The governance and oversight of the Club 
through the Club’s Board of Directors 
representing the interests of the membership 
is never more important and the commitment 
of time Directors put in, attending meetings, 
travelling to meet Members and the Club’s 
key strategic partners, is very much 
appreciated. Our Board is always keen to 
better understand the challenges faced by 
all our Members in their operations. 
Additionally our 150 employees undertake 
the responsibility delegated to them to run 
the Club on a day-to-day basis. We are proud 
of our workforce and all that they do to offer 
solutions and to assist our Members. We 
place great store in training our people in 
their tasks, and truly value the benefits of 
offering the highest levels of service. This 
results in proud Shipowners’ Club employees 
valuing and protecting the brand.

The Club’s management company, 
Shipowners’ Protection Limited, welcomed 
three new Directors as we entered 2017.   
Louise Hall, Ian Ferns and Marcus Tarrant 
joined the Board offering their own valuable 
skills: enhancing the Club’s quality of 
membership through its loss prevention 
initiatives, improving our ability to offer 
innovative insurance solutions through our 
value added products and services and 
finally strengthening our prudent reserving 
and analytical policies supporting the Club’s  
financial strength. Each joins a management 
board committed to its Members, the 
brokers and to the Club’s main Board.  

Observers of our market often ask what will 
2017 bring. Will we see a hardening of the 
marine insurance market? Will we see a 
return to more profitable shipping and a 

steady oil price introducing greater levels of 
stability and certainty? Will we see a 
contraction of the fixed for profit P&I 
insurance sector? Will we see claims increase 
both in number and in quantum? What we 
do know is that trade will continue. Owners 
will still need to purchase insurance cover 
and unforeseen claims will happen, however 
hard an owner tries to mitigate his risks 
through loss prevention initiatives. We will 
see owners being challenged through their 
contracts, having to accept greater levels of 
risk as their liabilities become more complex. 
We will see flag states looking more closely 
at the insurance cover carried on their ships 
entering ports demanding certainty of cover 
through confirmation of insurance. And when 
claims occur we will be on hand to assist. 
That is our role and that has always been our 
prime function.

Claims certainty during these challenging 
times remains key to our membership. We 
have adapted plain language policies to try 
to improve the levels of certainty in the 
insurance contracts that we offer. We have 
looked at the Club Rules, the Legal Cost 
Cover that we provide and, where we can, 
sought to offer greater certainty. But at the 
end of the day we have to abide by the Rules 
in which we operate although we will never 
look at ways to avoid claims, that is not the 
mutual way. Premium levels therefore have 
to remain commensurate to risk, competitive 
but realistic if we are to be able to maintain the 
same levels of service and claims support to 
our membership in their day-to-day operations.

As we look back at 2016 it’s been a good year. 
The rate of growth has slowed, as Members’ 
organic growth through new ship deliveries 
has slowed, but Members have remained loyal 
and the Club membership remains intact. As 
page 13 of the report indentifies, despite 
vessel numbers remaining steady, the 
tonnage to the Club has grown illustrating 
that we are still witnessing growth in 
certain vessel sectors and, although we 
maintain our small and specialist vessel 
focus, tonnage in certain trading sectors has 
increased in size. There are always 

opportunities presented to grow the Club. 
We are mindful that Members share their 
liabilities with others, like-for-like risks 
remain important, and so the quality of 
membership must be maintained. We decline 
each year a substantial array of tonnage, as 
the fundamental aim must be to ensure quality 
of each Member’s operation.

We take this opportunity to thank our Members, 
the brokers with whom we work, and the 
global stakeholder support, for their friendship 
and for the trust placed in the Club. As we 
look towards 2017 and beyond, in accordance 
with our strategic long-term plans, we will 
seek to drive the Shipowners’ Club forward 
as the premier mutual marine liability insurer 
for small and specialised vessels.
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The P&I Clubs of the International Group (IG) 
are likely to describe 2016 as a very good 
year for claims. With many sectors of the 
shipping industry facing challenging times 
and vessels operating at well below full 
capacity, the number and severity of 
incidents has been on a downward trend. 
For the Shipowners’ Club, this is also true to 
an extent – a much reduced level of 
operations has seen fewer claims in the 
offshore sector. Elsewhere, however, we 
have seen little reduction in the levels of 
either operations or claims. 

Until recently the Club would report a 
premium income increase every year, but we 
are now reporting a second year of reduced 
income. The reasons for this are clear and 
easily understood. 

First, a strong US Dollar continues to affect 
our reported US Dollar income, though with 
50% less impact than in 2015. Currency 
movements due to a stronger US Dollar have 
had a negative effect on our reported income, 
which is often received in currencies other 
than US Dollar.

Second, the downturn in the offshore sector 
was the major factor in our reduced income. 
In 2016, we saw a reduction in vessel numbers, 
in part as the result of our decision to reduce 
our exposure to claims in Saudi Arabia; 
consequently, two large accounts were not 
offered renewal. Overall tonnage, however, 
held up well, mainly as a consequence of 
owners taking delivery of large offshore 
heavy lift, accommodation and specialist 
pipe lay and construction vessels. Overall 
offshore vessel numbers on risk at the end 
of the financial year were nearly 10% lower 
than at the end of 2015. Income was down 
to an even greater extent due to the 
additional impact of laid-up returns. 

We sympathise enormously with the plight 
of our offshore membership who are dealing 
with such a dramatic downturn in market 
conditions, which have led to so many 
vessels struggling to find work. Sadly, we also 
saw Members go into receivership, some of 
whom have been entered with the Club over 
an extended period. A significant upturn in 
the immediate future looks unlikely, and as a 
Club we will do what we can to help Members 
through this difficult time. 

We have seen some charterers using the 
current market conditions to impose more 
onerous contracts. We applaud Members 
who continue to refuse to operate under 
anything but knock for knock conditions, 
aware of the pressures of accepting liability 
for damage to charterers’ property in order 
to secure contracts. When such contractual 
situations occur additional insurance cover 
can be arranged outside of the traditional 
mutual product. We are beginning to 
wonder if we will ever again see knock for 
knock conditions as the most prevalent 
contract form and this is a matter that 
equally concerns the IG as a whole. At the 
same time, lower utilisation of vessels in this 
sector has resulted in a lower frequency of 
claims so, for the time being at least, the claims 
position has improved.

We are pleased to report that business 
continues to grow in other sectors. Yachts 
saw the most significant growth, with vessel 
numbers up nearly 20%. Direct entries grew, 
as did entries through our strategic alliance 
with Pantaenius. Elsewhere, harbour craft, 
barge, tanker and passenger vessel numbers 
grew, mainly through the acquisition of 
additional tonnage by existing Members. We 
are grateful to those Members for their 
continued support. 

However, 2016 saw a decline in cargo and 
fishing vessel numbers. Like offshore, the 
cargo sector has been suffering poor trading 
conditions in many areas of the world and 
competition from alternative commercial 
P&I insurers remains fierce. In each of the 
last three years we have experienced at least 
one significant claim in the dry vessel sector, 
the largest being the Yusuf Cepnioglu in 
2014 where the total costs stand in excess of 
US$ 50m. Our experience illustrates that 
premium levels in this sector reflect the risks 
of such claims; hence we decline to quote on 
much of the business we are shown. The 
risks associated with these smaller coastal 
vessels need to be carefully assessed. These 
vessels load and unload cargo more often 
than larger internationally trading vessels, 
come in and out of port more often and 
generally operate closer to shore. Vessels 
operating far out to sea may have hours or 
even days before a mechanical failure has 
dangerous consequences; those operating 
close to shore may only have minutes. The 
risks are therefore very different and the 
premiums payable must reflect that. 
 
In addition to the International Group of 13 
mutual P&I Clubs, there are now many 
commercial insurance entities competing in 
the P&I market for a finite number of vessels. 
Inevitably, this can create unsustainable 
premiums. As a mutual insurer, we do not 
need to make a profit – we simply have to 
ensure that the cost of claims, reinsurance 
and of administering the Club are in 
equilibrium with the net premium that we 
receive. We therefore offer cover at cost and, 
as the largest provider of cover to the small 
vessel sector, we have a huge volume of data 
to support our pricing structure. A reduction 
in premiums needs to be offset by reductions 
in reinsurance, management or claims costs, 
or a combination of all three. 
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While all insurers benefit from the soft 
reinsurance market, and we are always 
looking to achieve savings in administration 
of the Club, it is the cost of claims that 
determines whether we achieve the desired 
balance. In reporting an average combined 
ratio of 97.2% over the past five years, it 
suggests that our pricing is appropriate. It 
stands to reason, therefore, that offering 
substantially lower premiums will result in 
insurers losing money, not being in a position 
to pay a dividend to shareholders and 
potentially having to pay less out in claims.  
As a consequence of not applying 
deductibles to costs when handling a claim, 
such as the cost of a surveyor or a solicitor, 
unlike the majority of mutual P&I Clubs and 
commercial insurers, we will always pay out 
more but we strongly believe this is a policy 
that supports our membership especially 
during these challenging times.  

Having reviewed the basis of cover for 
fishing vessels, yachts and passenger 
vessels over the last few years and developed 
bespoke plain language policy wordings for 

those vessels, we undertook a similar review in 
conjunction with our European inland craft 
partner, Euro P&I. We are pleased to launch a 
plain policy wording for the owners of European 
inland craft which will be available through Euro 
P&I with effect from 20 February 2017. Unlike 
our other plain language wordings, this can be 
used for multiple vessel types and is tailored to 
the applicable regulations and operations 
undertaken in inland waters. We hope this will 
be welcomed by Members, and fully expect the 
approach to be copied in due course by our 
competitors, as happened relatively quickly with 
our yacht wording! Despite this risk, we believe 
innovation to be important and that we should 
offer the very best cover in as straightforward a 
format as possible.

August saw the introduction of the Insurance 
Act 2016, intended to provide a more up-to-date 
framework for commercial insurance. This is the 
first major change to the rules that govern 
marine insurance contracts between 
commercial policy holders and insurers since 
the Marine Insurance Act 1906. While the P&I 
Clubs of the IG exercised their right to opt out of 

certain provisions, we chose to implement the 
new rules in their entirety for all our plain 
language policy wordings. In general terms, we 
welcome the changes to the rules, though we 
think it unlikely that they will affect the Club, 
given that we have always maintained a 
sympathetic approach to our Members’ claims. 
Nevertheless, the changes do create a degree 
of uncertainty about what the legal position 
might be in the event of a claim. Where 
previously there was significant case law on 
duties of disclosure and so on, this has now 
become obsolete. In time, new case law based 
on the Insurance Act 2016 will help in the 
interpretation of the new rules.

The latter part of 2016 also saw us preparing for 
the introduction of the new Maritime Labour 
Convention (MLC) requirements; first, in relation 
to the provision of financial security for unpaid 
wages and repatriation following abandonment 
and, second, for contractual payments for death 
or long-term disability due to an occupational 
injury, illness or hazard. Like changes to the 
Insurance Act, this has required further 
enhancements to our IT systems to allow us to 
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TOTAL ENTERED TONNAGE TOTAL TONNAGE

25,441,370

issue certificates in time for the MLC 
amendments which took effect on  
18 January 2017.

More generally, we continued to develop our 
underwriting system functionality which will 
be rolled out in 2017. This will introduce a 
number of additional benefits, including a 
more flexible framework which will allow us 
to better cater to Members’ needs, enhanced 
internal risk management and greater 
efficiencies. We cannot promise that it will 
do everything that we are sometimes asked 

to do – it is simply not cost effective to have 
infinite flexibility, and risk management 
requirements, compliance and regulation 
mean that we have to incorporate certain 
fundamental rules. However, we are confident 
that, once fully live, Members and brokers 
will see the benefits of this investment in our 
IT capability. Once live, we will move on to a 
second stage of development to further 
enhance functionality. Specifically, to allow 
Members and brokers online access to policy 
documents, ‘blue cards’, loss ratio and claims 

summary reports and to make certain minor 
changes to vessel entries. The parameters of 
this second stage development are currently 
being decided. 
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At the 2016 financial year-end position, the 
Club had been notified of just over 3,000 
claims valued at just under US$ 91.4m. This 
represents a marginal increase (6%) in 
claims frequency but a significantly lower 
claims quantum (14%) when compared 
with the 2015 financial year end, where just 
fewer than 3,000 claims valued at just under 
US$ 106.4m were notified. These figures 
come with the usual caveat: they are 
representative of undeveloped years which 
will, of course, increase to their ultimate 
value as all incidents are reported, 
evaluated and ultimately settled. This ‘tail’ 
of claims development typically lasts a 
number of years and is accounted for in the 
claims provisions held on the balance sheet 
at the year-end. 

An analysis of vessel types reveals that, with 
the notable exception of our offshore and 
cargo sectors, there have been marginal 
increases in claims frequency, in all vessel 
sectors. In relation to the dry cargo sector 
we have seen a significant 23% increase in 
claims frequency, while from the offshore 
sector an almost corresponding 17% reduction. 

When considering the number of reported 
claims it should be noted that, unlike our IG 
peers, we do not apply deductibles against 
the costs, fees and expenses we incur in 
dealing with claims. This of course means 
that claims are notified at a lower level than 
may be the experience of our IG and fixed 
premium commercial insurer peers. 

In relation to the cost of claims, as we have 
already said, the end-year position for 2016 
shows an encouraging 14% reduction in the 
cost of claims when compared with 2015. 
While the lower attritional bands A–D (up to 
US$ 0.5m) show a combined deteriorated 
position of US$ 3.3m, when compared with 
2015 this deterioration has minimal overall 
effect and was negated by significant 
reductions in the high value bands E–G (up to 
US$ 7m). In these higher bands, the combined 
position was improved by just over US$ 17.5m. 
This is particularly encouraging as in the 
closing weeks of the year there was a 
deterioration in the upper bands due to an 
incident involving a spill from an entered 
tanker operating in Southeast Asia.

We have previously commented that it is 
within the US$ 1m–5m quantum band 
where frequency volatility has the most 
marked effect. This year’s frequency 
showed relative claim stability, with 11 
claims in this band being notified in 2015 
compared with 13 in 2016. That said, the 
associated quantum is significantly 
reduced this year (14%). With such a small 
number of claims, it is difficult to identify 
trends. This band contains diverse claims in 
relation to jurisdiction and vessel category, 
with notifications being split equally 
between our London and Singapore offices. 
However, contrary to previous years where 
offshore claims have dominated, this year’s 
notifications have been more evenly spread 
between vessel sectors, including three 
from tankers, two from dry cargo and two 
from yachts. This reduction in offshore 
claims frequency and overall quantum is 
due to multiple factors: heightened loss 
prevention activity; a focus on jurisdiction 
and contract form; and dramatically 
reduced activity due to the depressed 
market conditions in this sector resulting in 
many vessels being in cold lay-up. 

Above US$ 5m we were notified of two 
claims this year, compared with three in 
2015. The associated quantum of claims in 
these higher bands is significantly lower 
(27%) when compared with the 2015 
financial year. 

Since 2014, we have investigated and 
recorded the root cause for all incidents in 
order to identify and target trends. 
Unsurprisingly, human error and crew 
competence are implicated in the majority 
of claims, both attritional and high value; 
navigational issues including poor bridge 
management and poor quality pilots in 
whom our Members are invariably forced to 
rely remain significant causative factors. 
The jurisdiction in which claims are brought 
is another important element in quantum 
of claims. This is particularly pertinent to 
the offshore sector where our Members are 
operating at the cutting edge of 
technology and in jurisdictions which are 
not signatories to international conventions.  
 

 
 
 
 
 

For this reason, in 2016 we published A Guide 
to Offshore Jurisdiction in order to assist 
both our Members and brokers. 

In every jurisdiction we rely on our worldwide 
network of Correspondents, lawyers and 
surveyors to provide us with expert local 
advice, and this allows us to deal with claims 
effectively and efficiently. We consider such 
local knowledge to be key to controlling the 
ultimate cost of claims. In common with all 
insurers, we have been concerned by the 
rising cost of legal expenses and the need to 
mitigate claims costs and so the Club set up 
CTRL Marine Solutions Ltd (CTRL) to deal 
with disputes governed by English law.

For convenience, we group wreck removal 
and Special Compensation P&I Clause 
(SCOPIC) claims with pollution under the 
broad heading of environmental claims. 
This year we have seen an increase in the 
cost of these claims in terms of US Dollars 
per ton. We reported last year that the most 
significant claims in 2014 and 2015 were 
container vessel wreck removals. This year 
we also had one significant claim in this 
sector resulting from the grounding of one 
of our entered general cargo vessels 
operating in Maldivian waters. We were also 
notified of a complex grounding of one of 
our offshore Member’s tugs in Japan. In 
both cases our Members signed a salvage 
contract under Lloyd’s Open Form (LOF) 
terms, with SCOPIC incorporated. The 
associated SCOPIC exposure is the largest 
element of such claims, highlighting the 
importance of the close control of such 
casualties and the pivotal role played by the 
Special Casualty Representative (SCR). As 
the cost of these environmental claims 
continues to rise, in common with the other 
P&I Clubs of the IG, we more frequently 
engage the additional services of companies 
providing salvage consultancy in order to 
ensure we exercise close control. 

 CLAIMS

A Guide to Offshore Jurisdiction 
www.shipownersclub.com/
offshorejurisdiction

www.shipownersclub.com/offshorejurisdiction
www.shipownersclub.com/offshorejurisdiction


 A: 0–5,000  B: 5,000.01–100,000  C: 100,000.01–250,000  D: 250,000.01–500,000  E: 500,000.01–1,000,000

 F: 1,000,000.01–5,000,000  G: 5,000,000.01–7,000,000  H: 7,000,000.01+

 Files opened in Q1  Files opened in Q2  Files opened in Q3  Files opened in Q4
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CASE STUDY – 
FROM WRECK TO REEF
Our Member’s vessel sank off the coast of Ras Al Khaimah, UAE, and 
became lodged in soft mud. Hull insurers declared it a constructive 
total loss. After the vessel became a wreck, the Member was required to 
give an undertaking to remove the vessel. We obtained quotations for 
the removal of the wreck, the most attractive of which was in the region 
of US$ 2.5m.

On this occasion, the risk of pollution emanating from the wreck was 
minimal. However, it had come to rest in an area popular with local 
fishermen, who complained that it was interfering with their nets. As a 
result of these complaints, the Club began discussions with the local 
environmental authorities. It quickly became clear that they were 
currently working on a project to build a number of artificial reefs off 
the coast of the UAE whose function was to increase fish stocks in the 
local waters, in support of local fishermen.

The Club asked whether the authorities might allow the vessel to 
remain in situ, if it were to form part of such a reef. The authorities 
agreed, but on the condition that the site was formally converted into 
an artificial reef. Accordingly, we agreed to fund the dumping of a 
number of large concrete ‘reef balls’ on the site, at a cost of  
US$ 135,000. In return, the authorities provided the Member with a full 
release against all claims relating to the wreck. This reduced the cost of 
the claim by 95%.
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Unusually, we were notified at the beginning 
of the year that one of our entered yachts 
suffered a severe fire while berthed alongside 
a pontoon in Turkey. The fire quickly spread 
to an adjacent yacht also entered in the 
Club. During the subsequent fire fighting, 
this second yacht sank at berth. 
Fortunately, no seafarers were injured and 
pollution was minimal. Nevertheless, both 
vessels were deemed to be constructive 
total losses and required wreck removal. We 
were fortunate in our ability to avail 
ourselves of limitation, Turkey having 
recently ratified the Convention on 
Limitation of Liability for Maritime Claims 
and incorporated the 1996 Protocol in 2014. 

In common with wreck removal and 
SCOPIC claims, pollution incidents have 
always had the potential to be high value, 
high profile and politically sensitive. 
Fortunately, these claims are relatively low 
in terms of frequency. That said, as 
mentioned above, at the end of the year we 
were notified of a significant pollution claim 
in Malaysia resulting from a spill while 
loading. Malaysia is a signatory to the 
International Convention on Civil Liability 
for Oil Pollution 1992. Our Member faced 
strict liability for oil pollution caused by the 
vessel. Malaysia is also signatory to the 
1992 Fund Convention; in conjunction with 
this, the Small Tanker Oil Pollution 
Indemnification Agreement 2006 (STOPIA) 
applies in parallel, with the limit effectively 
rising to Special Drawing Rights (SDR) 20m. 
In 2006, we had the first STOPIA claim 
(Solar 1) and while quantum of this 2016 
case will not trigger STOPIA, it is clear that 
the regime itself is effective. 

The STOPIA (and TOPIA) agreements have 
been subject to scrutiny by the 
International Oil Pollution Compensation 
Funds (IOPC Funds) and, in conjunction 
with the IG, both have been revised and 
updated this year in order to meet the 
ten-year review requirement. Further, in the 
wake of a dispute between the IG and the 
IOPC Funds in relation to interim payments 
and their subsequent indemnification, an 
agreement and guidelines are now in place 
to deal with the funding of interim 
payments by P&I Clubs. 

In terms of claims frequency, seafarer 
claims dominate. We are pleased to report 
this year that there has been a significant 
reduction in the cost of such claims in 
terms of US Dollars per ton. 

Of greatest significance in relation to crew 
claims are the latest amendments to the 
MLC. These require ships (that are subject 
to the MLC) to carry on board a certificate 
issued by an insurer confirming that 
insurance is in place for liability for the 
costs and expenses of crew repatriation, as 
well as up to four months of outstanding 
contractually entitled wages and 
entitlements following abandonment. 
Financial security must also now be provided 
for shipowners’ liability for contractual 
payments for death or long-term disability 
due to an occupational injury, illness or 
hazard as set out in the employment 
agreement or collective bargaining 
agreement. These liabilities largely fall 
within the scope of existing P&I cover (and 
are poolable). However, in relation to unpaid 
wages, it has been necessary for the IG to 
negotiate and arrange reinsurance cover 
(ex-pool) for all clubs to participate in for 
the benefit of their members. 

The amendments to the MLC confer on 
seafarers a right of direct action against the 
security provider, similar to the direct 
action rights which arise under ‘blue cards’ 
issued by clubs under the International 
Maritime Organization conventions. The 
financial security provider will remain liable 
under the security unless this liability has 
been terminated by a minimum 30 days 
notice to the relevant Flag State. This is 
likely to be the most fundamental change 
to the handling of seafarer claims in 2017. 

We are pleased to report a reduction in the 
cost of cargo claims per ton. As reported 
last year, contamination claims remain the 
most frequent cargo claims. This year was 
no exception. The highest value 
contamination claim resulted when one of 
our clean product tanker Members notified 
us of a significant claim for contamination 
of base oil. Contamination claims are often 
inflated, so for a successful defence it is 
important to ensure that sampling 

procedures are stringent and carried out in 
line with good practice. Further, it is vital to 
appoint suitable experts to advise on 
remediation and on-sale. 

Navigational claims have decreased in 
terms of US Dollars per ton. These claims 
are frequently associated with damage to 
sub-sea pipelines and cables, as well as 
collisions between vessels and contact with 
berths, piers and other structures. Five out 
of the 15 claims above US$ 1m relate to 
such incidents. The most significant 
navigational claim occurred in Cambodia 
when, with a pilot on board, our Member’s 
product tanker made contact with a terminal 
structure, causing significant damage and 
the death of one of the linesmen. The ability 
of a Master to question the actions of the 
pilot is key.

In prior years we have reported significant 
navigational claims in the offshore sector. 
As anticipated above, we are pleased to 
report that this year we have seen a marked 
reduction in both the frequency and quantum 
of claims from this sector. We have, however, 
been notified of two smaller yet significant 
claims – one in Congo and the other offshore 
in East Malaysia. The former occurred when 
our Member’s vessel became temporarily 
grounded and, in freeing herself, made 
contact with a quay, causing it to collapse. 
As with all such claims, it is important to 
assemble the correct team – in this case a 
civil engineering expert as well as a local 
Congolese company and, of course, the 
Club’s Correspondent – to moderate repair 
costs and liaise with the Port Authority. We 
were able to negotiate limitation as Congo 
has ratified the Limitation of Liability for 
Maritime Claims (LLMC) Convention, 
incorporating the 96 protocols. The second 
of these claims occurred when one of our 
Member’s dive support units working in 
close proximity to a platform encountered 
a software failure in the Dynamic 
Positioning system.
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The Loss Prevention function is committed to 
support Members and their brokers with 
operational and technical matters by offering 
a tailored loss prevention service. Members 
are able to benefit from initiatives such as 
technical advice, training, seminars and 
publications, each of which is communicated 
externally by various media channels, including 
the Club’s website, LinkedIn, Twitter and email. 
All Members are entitled to receive these 
value added benefits as part of their P&I cover. 
To ensure that Members are aware of and 
have access to these benefits, a campaign is 
being launched in 2017 that will highlight 
the loss prevention function and the free 
services it offers. 

Members of the loss prevention team have a 
wealth of seafaring experience, with 
knowledge of many on board operations on a 
variety of vessel types. This ensures that the 
information and advice provided is developed 
from acquired knowledge and tailored to 
address individual Members’ concerns.

The mainstay function of the Loss Prevention 
Department is the Condition Survey 
Programme (CSP), which is focused on 

ensuring that the vessels entered with the 
Club, or being presented for potential entry, 
are in an appropriately mutual condition.

From 1 January 2016 to 31 December 2016, 
350 vessels were surveyed – an increase from 
2015 when 241 assignments were undertaken. 
The reasons behind this increase include:

•  Reactivation surveys which are required 
after a lay-up period exceeding six months.

•  Concentrated Inspection Campaigns (CICs), 
which are used to target trends that have 
been identified by the Club or are an 
industry concern. In 2016, CICs were 
undertaken to investigate the 
effectiveness of a certifying authority’s 
oversight, to analyse the quality of vessels 
operating in a particular geographical 
area and to investigate an identified 
claims trend.

•  Surveys that are undertaken on dry  
cargo vessels due to an increase in 
underwriting entries for this vessel type. 
This includes follow-up surveys to ensure 
that hatch covers are effective and 
working as per design.

In a similar vein to Condition Surveys, 
Management Audits are undertaken to 
assess the Members’ set-down procedures 
and the effectiveness of the ship/shore 
interface. In 2016, four audits were undertaken 
as a result of findings from incident 
investigations that identified a breakdown in 
operating procedures. Management Audits 
are seen as a positive way of assisting Members 
– they identify and suggest measures to 
address any gaps within operating structures, 
and thus aid mitigation against similar events. 
A good example of this is shown in the 
Management Matters case study on page 23.

NUMBER OF SURVEYS UNDERTAKEN IN 2016
Vessel category

 Barge  58

 Cargo  72

 Fishing  25

 Harbour  45

 Offshore  31

 Passenger  31

 Tanker  88
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Education and the dissemination of 
information resulting from the Club’s 
experience is another important role of the 
Loss Prevention department. Over the years, 
we have produced publications dealing with 
claims trends that we have identified as being 
areas of concern for the industry as a whole. 
This has again been the case in 2016 with an 
increased awareness of the cyber-risk 
exposure faced by both shore-side offices 
and the vessels themselves.  
 
The department and Club as a whole 
understand the benefit of learning from, and 
working with, other industry bodies. This 
encourages a joint and collaborative stance 
on important issues. Examples of projects 
carried out in 2016 are the Pilot’s Guide to 
Towage Operations produced by the British 
Tugowners Association and our partnership 
with the International Seafarers’ Welfare and  
Assistance Network (ISWAN). 

The ISWAN project was instigated to address 
incidents notified to the Club relating to crew 
illnesses, especially heart problems, stomach 
problems and illnesses related to blood 
pressure. ISWAN, through its own research, 
has produced excellent materials that address 
these areas of concern that we are seeing 
from claims notifications, but which are also 
reported by the industry as a whole. ISWAN’s 
programme consists of ten core health 
considerations, including food safety and on 
board fitness. 

The initiative has proved to be very popular 
with Members and an analysis of the 
engagement statistics for this project, and 
other loss prevention materials, will be 
undertaken in 2017 to ensure that we focus 
on those initiatives most desired by Members.

With increasing competition in the P&I sector, 
especially from the commercial insurance 
environment, it is imperative that an 

awareness of the role of the Loss Prevention 
department and the value added benefits 
offered is developed. Members are 
encouraged to use this covered service to 
assist them with their operations and to 
mitigate against operation risk. 
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CASE STUDY – 
MANAGEMENT MATTERS
One of our Members was suffering a spate of operations-related 
claims so the Club decided to assist by performing a Management 
Audit of the shore-side office. This was accompanied by a vessel audit.  
 
The audit revealed that existing management procedures and 
systems needed to be better implemented and enforced in a practical 
manner, ensuring that they assisted with rather than hindered the 
safe management and operations of their vessels. It was suggested 
that the management system should be adapted to more closely 
reflect the unique operations of the company and in part a new 
system be developed. 

The Member reacted positively to the audit’s findings and introduced 
additional systems and controls. The first task was the appointment of 
a dedicated team leader to take full responsibility for reviewing the 
current management systems and implementing any changes that 
might be required, without being distracted by other daily 
commitments. Working with the findings of the Club, a gap analysis of 
the company’s fleet manual and management systems was undertaken 
and key operational aspects such as incident reporting were reviewed, 
updated and rewritten as required. The Member is now looking at 
further improvements to health and safety, human resources and fleet 
management systems and is aiming to continue introducing 
improvements throughout 2017.
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The Club has protected shipping operators 
since 1855, building long-term relationships 
based on a promise to provide insurance at 
cost, follow a mutual ethos and to take a 
claims-friendly approach. Today, we are proud 
to uphold the promise on which our brand is 
built. We are proud of our heritage but we must 
never become complacent. Instead, we are 
eager to continue driving forward, basing our 
decisions, actions and service on the 
fundamental promise made all those years 
ago. Moreover, we recognise that in the current 
market environment a strong brand is vital. Our 
aim is to nurture our brand so that its strength, 
uniqueness and purpose continue to stand the 
test of time. 

It is with this in mind that we undertook an 
in-depth review of our services in the first half 
of 2016, with the help of more than 300 
brokers from across the globe. The results 
cement our position as experts in the small 
vessel P&I insurance sector. Brokers believe 
that our service is first class and that our 
mutual philosophy, experience and product 
quality add the value that is much needed by 
their customers, our Members, especially while 
they ride out the storm of challenging trading 
conditions. The Club is recognised for being 
extremely reliable in considering and 
supporting claims and our financial strength is 
the main cause of broker satisfaction.

We are delighted by the resounding message 
that the ‘Shipowners’ Club remains the go-to 
supplier for small and specialist vessels P&I 
insurance’. Our expert staff, based in 
Luxembourg, London, Singapore and Hong 
Kong, will continue to provide support to our 
Members and their brokers in order to 
maintain and build on the trust they have in 
the Club.

 

 BRAND 
POSITION
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In 2015, CTRL Marine Solutions Ltd (CTRL) 
was authorised by the Solicitors Regulation 
Authority (SRA) to operate as one of a small 
but growing number of law firms operating 
mixed practices. In fact, CTRL was the first 
firm of its kind to be authorised in the UK 
offering both legal and technical services. 

CTRL became fully operational in January 
2016 and within its first year the progress it 
has made with Club Members and Clients 
has exceeded expectations.  
 
CTRL was created to respond to the needs 
of Club Members, and the shipping industry 
as a whole, for high-quality cost-effective 
Claims, Technical, Risk and Legal support 
that goes beyond the cover traditionally 
offered by a P&I Club. CTRL, with its expanding 
client base of Club Members and non-
members, continues to achieve this goal.

CTRL – TECHNICAL AND RISK DIVISION

The Technical and Risk division focuses on 
services for operators of smaller vessels, 
consistent with the Club’s core membership. 
CTRL observed that operators of vessels under 
500gt are voluntarily embracing certification 
under the International Safety Management 
(ISM) Code, but find meeting this new 
regulatory standard challenging as it is geared 
towards vessels over 500gt. 

To assist operators with the implementation of 
these standards, CTRL has formulated bespoke 
ISM-compliant Safety Management Systems 
(SMS) for several Clients, including both Club 
Members and non-members. CTRL worked as 
part of our Clients’ in-house teams, helping 
them to create SMS which were practical and 
appropriate for each individual operation and 
culture, and assisting our Clients with the 
smooth transition to implementation of the 
ISM Code’s requirements. As a result of this 
work, some of these Clients have also 
appointed CTRL to provide Designated Person 
(DP) services, demonstrating CTRL’s value to 
Clients who may lack the qualified and 
experienced staff needed to perform the 
particular roles that come with enhanced 
regulatory compliance. 

During 2016, CTRL also produced multiple 
passage plans and method statements, and 
conducted several full vessel audits, 
navigational risk assessments and gap 
analyses for our Clients. 

With such assistance from CTRL to raise their 
safety standards, we anticipate a reduction in 
incidents and claims from these Clients; this 
will improve their reputation and financial 
position in a competitive market. Technical and 
Risk services are always offered at very 
competitive rates, and Club Members receive a 
further discounted rate in line with the Club’s 
mutual ethos.

CTRL is currently involved in an ongoing 
project with the International Group of P&I 
Clubs to update and make the Condition 
Survey report forms consistent.  
 
Over the course of the year, the Technical and 
Risk division delivered presentations at several 
seminars and conferences, including for the 
National Workboat Association, the Canadian 
Passenger Vessel Association and the UK 
Harbour Masters’ Association. It also developed 
a complimentary health check voucher that 
offers a ‘no strings’ assessment of a company’s 
operational procedures to identify areas that 
may need improvement. Initial feedback from 
Clients has been very positive. 

CTRL – CLAIMS AND LEGAL DIVISION

The Claims and Legal division acts 
principally for Members of the Club and 
also for non-members in the same way as 
any other law firm. Club Members who are 
defending claims covered by their P&I 
insurance, or who are involved in disputes 
where the Club is paying their legal costs 
under their Legal Costs Cover (LCC), can 
instruct CTRL to advise and deal with the 
claim as an alternative to other law firms. 
Likewise, non-members, or Members 
without legal costs cover or for claims 
which fall outside P&I cover or debt 
recovery, can instruct CTRL to provide a full 
claims-handling service and legal advice. 

Whilst a P&I entry provides for the review of 
contracts/charter parties and, where 
necessary, the arrangement of additional 
insurances outside Club cover to meet any 
additional contractural liabilites, CTRL 
through its legal team can assist in actual 
contractual negotiations by amending and 
enhancing contracts. In this way CTRL are 
assisting Members, and non-members 
alike, during contract negotiations.

CTRL is wholly owned by the Club and, as 
such, has no shareholders or partners to 
satisfy. In this way, CTRL can offer rates to 
all Clients that are significantly lower than 
those of other London maritime firms. In 
line with the Club’s mutual ethos, Club 
Members are able to access further 
discounted rates.  

 Throughout 2016, the Claims and Legal 
division received an increasing number of 
repeat instructions from both Club 
Members and non-members and 
demonstrated increasing revenue and cost 
savings for the Club.

During the year, CTRL recruited a specialist 
personal injury lawyer. In so doing, CTRL is 
now able to accept personal injury 
instructions.

Also in 2016, the Claims and Legal division 
developed the CTRL Benefit Clause which 
will appear on Members’ certificates of 
insurance. This clause entitles Club Members 
to two hours of free legal advice a year on 
qualifying matters. As an SRA-regulated 
firm, CTRL deals solely with English law and 
can accept instructions in a wide variety of 
shipping matters, as well as the kind of 
matters traditionally covered by P&I or LCC. 
Initial feedback has been positive, with Club 
Members appreciating this value added 
service.

 CTRL
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CASE STUDY–  
LEGAL SERVICES AT 
REASONABLE RATES
A Member was considering withdrawing their vessel from their 
charterers following the latter’s refusal to pay hire on the grounds that 
the vessel lacked the necessary oil major approvals. The Member 
required detailed legal advice and recommendations for structuring a 
strategic approach in negotiating with the charterer. The Member 
placed additional LCC with his P&I entry and so CTRL was instructed 
and provided key advice for £2,600, which was settled by the Club 
under the Member’s LCC insurance. It is estimated that a similar piece 
of legal work from an alternative London firm would cost almost £4,000. 

On redelivery of the vessel, the Member had claims against the 
charterers for an unpaid balance of hire and again instructed CTRL to 
recover this for them. CTRL engaged with charterers on the Member’s 
behalf and pursued arbitration against them, ensuring that it was 
conducted under the available small claims procedure to keep costs 
down and expedite the process. The tribunal recently indicated that it 
is ready to make an award on the papers alone. 
 
CTRL’s fees in the arbitration are less than £10,000 and it has utilised 
contacts and experience to negotiate favourable rates from other service 
providers, such as counsel and foreign lawyers. As well as obtaining an 
expedited arbitration award in our Client’s favour, CTRL expects to 
achieve a good recovery of our Member’s costs from the other side.
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 CORPORATE INFORMATION
NOTICE OF MEETING

Notice is hereby given that the Annual General Meeting of the 
Members of The Shipowners’ Mutual Protection and Indemnity 
Association (Luxembourg) will be held at Pousada De Lisboa, 
Praça do Comércio, 31-34, 1100-148 Lisbon, on 1 June 2017 at 
09:00 hours for the following purposes:

1.  To approve the Report of the Directors and the Accounts for 
the year ended 31 December 2016, and the Report of the 
Auditors thereon.

2. To elect Directors.

3.  To undertake the appointment of auditors for the financial 
year ending 31 December 2017 and to consider the 
remuneration thereof.

4. To transact any other ordinary business of the Association.

By Order of the Board

P Herrmann
General Manager 
16, Rue Notre-Dame 
L–2240 Luxembourg

5 April 2017

Note:
A Member entitled to attend and vote is entitled to appoint a proxy 
to attend and on a poll to vote instead of him. A proxy need not be 
a Member of the Association.

CHAIRMAN
Philip Orme
Dubai

VICE CHAIRMAN
David Jamieson
United Kingdom

DIRECTORS
Tony Briggs
Australia

Richard Knight
United Kingdom

Kathy Meads
New Zealand

Mark Whitaker
United Kingdom

William Everard, CBE
United Kingdom

Ali Gürün 
Turkey

Dato’ Capt. Ahmad Sufian
Malaysia

Dr. David Ho, JP
Hong Kong

Lim Teck Cheng
Singapore

Dr. Yves Wagner
Luxembourg

Alfred Hübner
Chile

Donald MacLeod
Canada

Iain Webb-Wilson
United Kingdom
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The Club’s Board ordinarily meets four times 
a year, with the meetings timed to coincide 
with the quarterly and year-end financial 
results. The Finance Committee meets just 
before each Board meeting to review 
financial matters, and then reports back to 
the Board. Other sub-committees meet 
during the year, as required.

At each Board meeting the Managers present 
their review of the Club’s business, including, 
for example, underwriting results and outlook, 
reinsurance arrangements and claims 
developments. With regards to claims 
activity, the Managers provide updates on 
claims trends, updates on existing claims 
and new claims, claims which require Board 
consideration, as well as details of 
particularly sizeable claims. The Board also 
receives a presentation of new pool claims 
made by other clubs.

MANILA – MARCH 2016 

A total of 14 Directors were present for the 
Board’s meeting in Manila. The Club’s 
Directors were joined by Directors from the 
Club’s reinsurance subsidiaries, which hold 
the majority of the Club’s financial assets.  
They received a presentation from 
Berenberg Bank which covered investment 
returns, investment strategy and 
commentary on the economic climate.

The Board received a report from the Chief 
Executive which updated on many topics, 
including market conditions, International 
Group matters, branch matters and 
reinsurance arrangements.

The Board received a report on claims 
activity which included commentary on 
claims trends and drew the Board’s 
attention to particularly large and/or 

unusual claims. The Board specifically 
considered a claim which was found to be 
in breach of Rules 31 and 33 and, as such, 
the Board declined to support this claim.

The Managers provided an update on 
developments with Solvency II. This report 
covered recent industry developments, the 
latest capital position of the Club and 
upcoming reporting requirements. The 
Board reviewed and approved certain 
internal policies which helped to further 
strengthen the Club’s governance.

The Board received a report from the 
Managers which updated on the  
20 February 2016 renewal. The Board noted 
that the shipping market was difficult for 
many Members which had a knock-on 
impact on the Club’s income levels.

BOARD AND GOVERNANCE
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The Chairman of the Finance Committee 
provided the Board with an update from the 
most recent Finance Committee meeting.  
This included an update on the Club’s 
investment results and future strategy.

The Chairman of the Audit and Risk 
Committee provided an update from the 
most recent meeting. This covered updates 
on Solvency II as well as updates from the 
Club’s internal and external audit firms.  
There was also an update with regards to 
the risk of the UK exiting the EU (“Brexit”) in 
the forthcoming referendum and the Board 
noted the governance arrangements that 
the Club had in place with regards to this risk.

The Board received an update from the 
Chair of the Remuneration Committee.

LUXEMBOURG – JUNE 2016

A total of 15 Directors were present for the 
Club’s meeting in the Club’s domicile of 
Luxembourg.

The Board received a report from the Chief 
Executive which updated the Board on several 
matters of interest including the shipping 
and insurance markets, the Club’s disciplined 
approach to underwriting, opportunities for 
future growth in premiums, and news from 
the International Group.

The Managers provided the Board with an 
update on the Club’s Own Risk and Solvency 
Assessment (ORSA) which included the 
process for the preparation of the ORSA 
and highlighting the key assumptions that 
were made therein. The ORSA was approved 
by the Board.

The Managers provided the Board with an 
update on claim activity. This included 
commentary on claim values and numbers, 
pool claims, high-value claims and one 
claim for specific consideration, which was 
supported by the Board.

With the pending annual review of the 
Club’s credit ratings, the Board received an 
update on matters relating to the credit 
rating agency reviews.

The Board received a report from the 
Managers which covered the Club’s annual 
compliance review. This report included 
updates on current sanction issues, with 
specific reference to Iranian sanctions.

The Board received an update on pension 
provisions for applicable employees of the 
management company which included 
updates on funding and valuation.
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The Board received an update from the 
Chair of the Audit and Risk Committee, 
which included matters relating to the 
finalisation of the accounts for the period to 
31 December 2015 and related audit, as 
well as an update on regulation and the 
upcoming Brexit referendum in the UK.

The Chair of the Finance Committee 
provided an update from the most recent 
Finance Committee meeting. This included 
an update on investment returns and 
compliance, and notification to the Board 
of the latest financial performance and 
position.

The Board received an update from the 
Chair of the Remuneration Committee.

The Board agreed to close the 2013 policy 
year without additional calls, and to 
maintain its policy of nil additional calls and 
nil release calls on all open policy years.

The Board received a report on the 
Insurance Act 2015, which included 
commentary on the potential impact of this 
legislation on the Club’s business.

The Chairman noted that Mr Ong Kok Wah 
and Mr Rodney Lenthall had stepped down 
from the Board at the most recent Annual 
General Meeting. The Chairman expressed 
the Board’s thanks to them for their many 
dedicated years of service and wished 
them well as they retired from the Board.

MADRID – SEPTEMBER 2016

A total of 13 Directors were present for the 
Club’s meeting in Madrid.

The Chief Executive provided an update to 
the Board, covering trading conditions, 
International Group news, updates from the 
Club’s branch operations, preparations for 
the credit rating agency annual reviews and 
the process for reviewing and approving 
upcoming rule changes. The Chief 
Executive also provided the Board with an 
update on brand research work which had 
recently been conducted and an update on 
strategic plans for the coming years.

The Managers provided the Board with an 
update on the Club’s recently launched 

subsidiary – CTRL Marine Solutions Ltd.  
The Board reviewed the first months of 
trading and considered plans for the future 
development of this business.

The Board received a report on the Club’s 
legal costs cover offering and considered 
proposed rule changes relating to this 
cover which would subsequently be 
considered by an extraordinary general 
meeting of the Club.  

An Actuarial Function Report was 
presented by the Managers to the Board.  
This report covered a number of areas 
including a review of the segmentation 
work undertaken by the Club’s actuarial 
function, the technical provisions 
calculation process and the review thereof 
by the Club’s external auditors and review 
of alternative approaches to estimating the 
net of reinsurance reserves. This report was 
approved by the Board.

The Board received an update on the Club’s 
claims which included claims statistics, high 
value claims, claims of particular interest by 
virtue of their nature and an update on 
claims previously reported to the Board.

The Managers provided the Board with an 
update on current legal developments 
including the impact of the Maritime 
Labour Convention (MLC). It was noted that 
the MLC may lead to questions of 
clarification being received from Members 
and, as such, the Board considered 
recommendations from the Managers as to 
how to respond to such questions in a 
user-friendly manner.

The Board received a report on the 
International Group, which included a review 
of market developments and financial results. 

The Board received a report from the 
Managers which reviewed the Club’s 
business, with particular focus on the Club’s 
vessel categories, premium trends, tonnage 
trends and underwriting results by region.  
Following receipt of this report, the Board 
considered the Club’s approach to setting 
premiums for the 2017/18 policy year and 
agreed that no general increase would be 
applied to this policy year.

The Board considered a report which 
covered the Club’s loss prevention 
department, including the value added 
publications authored by this department 
for the benefit of Members.

Management presented a report to the 
Board which considered the potential 
impact to the Club following Brexit. This 
focused on several areas including trade 
and passporting, sanctions, regulation, 
taxation, employment law and economic 
impacts. The report made recommendations 
as to how the Club would ensure strong 
governance over this issue as the UK 
moved towards exiting the EU.

The Board received an update from the 
Chair of the Finance Committee of the 
most recent meeting. This included 
consideration as to the potential impact 
following the UK’s decision to leave the EU.  
The Board also received updates on the 
Club’s financial results, including the 
investment returns.

The Board considered a recommendation     
for the appointment of Mr Ali Gürün as a 
Director of the Club. It was unanimously 
agreed that Mr Gürün be co-opted to the 
Board with effect from November 2016. 

DUBAI – NOVEMBER/DECEMBER 2016 

A total of 15 Directors were present at the 
meeting.

The Chief Executive presented a report to 
the Board which updated the Directors on 
key business developments.  This report 
included updates on the market conditions, 
business development opportunities and a 
recent staff engagement survey. The 
Chairman noted the very positive news of a 
credit rating upgrade for the Club from 
Standard & Poor’s.

The Board received a presentation from the 
Managers which summarised the Club’s 
future strategic plans and the financial 
forecasts which could be expected to 
result. The Board adopted the business 
plan and budget.  
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The Board received a report from the 
Managers which highlighted the proposed 
Rule changes for consideration at an 
extraordinary general meeting to be held in 
February 2017.  The Board agreed these 
proposed changes.

The Managers provided a report on claims 
activity, which updated the Board on areas 
such as claims statistics, pool claims, 
high-value claims, as well as one claim for 
specific consideration. This specific claim 
received support from the Board.

Executives from Willis Re presented to the 
Board on the Club’s reinsurance strategy 
and on the reinsurance market generally. It 
was noted that the information shared by 
Willis Re would feed into the Club’s 
Reinsurance Working Group.

A further report was received by the Board 
on the matter of Brexit, in order to ensure 
that the Board was aware of recent 
developments pertinent to the Club.

The Board received an update from the Chair 
of the Finance Committee of the most recent 
meeting. This included an update on the 
Club’s financial results, including the 
investment returns. The Board considered 
an Investment Policy Statement, which had 
been considered by the Finance Committee, 
and this was approved.

The Board received an update from the 
Chair of the Audit and Risk Committee 
which included receiving reports from the 
Club’s internal and external audit firms and 
a further update on Solvency II requirements.
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The Directors have pleasure in presenting their report and the financial statements of the Club for 
the year to 31 December 2016.

ACTIVITIES

The principal activities of the Club during 
the year were the insurance and 
reinsurance of protection and indemnity 
risks on behalf of Members. There are no 
major changes planned to these activities 
during the current financial year.

DIRECTORS

The current Directors of the Association 
held office throughout the year, with the 
exception of Mr. A. Gürün who joined the 
Board with effect from 30 November 2016. 
In addition, Messrs R.D.M Lenthall and Ong 
Kok Wah held office until their retirement 
from the Board on 2 June 2016.

Messrs Lim Teck Cheng, D.A. MacLeod,  
I. Webb-Wilson and M. Whitaker will all retire 
by rotation in accordance with the 
Constitution at the forthcoming Annual 
General Meeting. Messrs D.A. MacLeod, I. 
Webb-Wilson and M. Whitaker, each being 
eligible, with their agreement, offer 
themselves for re-election. 
 
Mr. A. Gürün, who was co-opted to the 
Board on 30 November 2016, retires in 
accordance with the Constitution and 
offers himself for re-election.

FINANCIAL REVIEW

The Board of Directors hereby submits the 
annual accounts, for the financial year 
ended 31 December 2016, prepared in 
conformity with the requirements of the 
company law, as amended. The Club had a 
change to its financial year-end during 
2015, with the result that the comparative 
income statement information contained 
herein relates to the period from  
20 February 2015 to 31 December 2015 –  
a period of 314 days.

The Club has generated a surplus for the 
year of US$ 14.7m. This surplus is primarily 
the result of an underwriting surplus of  
US$ 2.8m and a surplus from the 
investment portfolio of US$ 11.8m.

During the course of the year the Club has 
seen a like for like reduction in earned income 
(net of reinsurance costs) of some 5.0%.

This is a result of the continuing difficult 
market conditions being experienced by 
many of the Club’s Members as the global 
shipping market continues to encounter a 
low oil price, relatively low global growth 
and oversupply of shipping. These 
conditions have unfortunately resulted in 
some Members being unable to continue in 
business. Other Members have seen the 
reduced activity resulting in laid-up vessels.

Despite this, the Club has continued its 
track record of Member support and 
underwriting discipline. The claims 
experience has been relatively positive, 
with a 14% year on year reduction in claims 
quantum coupled with some US$ 3.7m of 
prior year claims improvement. This has led 
to a reduction in the total claims cost of 
some 5.7%, on a like for like basis.

Operating expenses amounted to US$ 49.2m, 
which represents a like for like reduction in 
the year of 0.9%.

The overall underwriting surplus of US$ 2.8m 
results in a combined ratio of 98.6% (prior 
period: 98.2%).

The investment portfolio returned a gain in 
the year of US$ 11.8m, which compares 
favourably to the loss seen in the prior 
period of US$ 22.4m. Investment markets, 
in both Fixed Income and Equities, were 
more positive during 2016 and the Club 
was pleased to note positive returns 
compared to key benchmarks. The gross 
return on the portfolio for the year, before 
fees, was 3.5%.

BRANCHES

The Club has branches in London, Singapore, 
Canada and Hong Kong.

RISK MANAGEMENT

Risk is the potential for loss or failure to meet 
the Club’s corporate objectives as a 

consequence of internal or external events. 
The key objectives of the Club’s risk 
management framework are to:

 �  manage the risk profile of the business 
to maximise the opportunities to achieve 
the corporate objectives;

 �  identify and mitigate any hindrances to 
achieving the corporate objectives;

 �  manage the risk exposure, to minimise 
the exposure to losses and the solvency 
capital requirement;

 �  embed risk management within the 
business to prevent unintended 
consequences of strategic and/or 
operational decisions;

 �  operate within the risk appetite defined 
by the Board; and

 �  meet all regulatory requirements.

Effective risk management is fundamental 
to the operation of the business, and is 
embedded through Board-level 
commitment, management buy-in, 
understanding and defining what is required 
of the Managers and staff, continuous 
improvement through effective monitoring 
and risk reporting, and cross-process 
communication. The Club’s risk 
management framework is designed to 
ensure compliance with the risk 
management requirements of the Solvency 
II regulatory regime, which came into force 
on 1 January 2016.

The Club is exposed to risk through its principal 
activity of providing insurance and reinsurance 
cover to its Members. In addition, it is exposed 
to financial and operational risk through its 
financial assets, financial liabilities, reinsurance 
assets and policyholder liabilities.

Through its established risk management 
framework, the Club has identified all 
realistic risks, including emerging risks that 
are faced in the process of implementing 
the business strategy. Risks are analysed 
with reference to their likelihood of 
occurrence and potential severity of 
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impact; an acceptable level of risk (‘risk 
appetite’) is identified for each risk, and 
controls are established to ensure that this 
level is not exceeded. Employees receive 
training to ensure that they understand 
and adopt this approach, and the Managers 
monitor the efficiency of the controls and 
the procedures which support them, and 
which are independently reviewed through 
the internal audit process.

Oversight of the Club’s risk management 
framework lies with the Board of Directors, 
through its Audit and Risk Committee. 
There follows a summary of how the key 
risks faced by the Club have been addressed.

Underwriting risk

This is the risk inherent in any underwriting 
contract, represented by the unpredictability 
of the insured event occurring and 
uncertainty about the quantum of any 
resulting claim. The potential risk to the 
Club is that business is written for insufficient 
premium or provides inappropriate cover, 
or that the frequency or severity of the 
insured events is higher than expected.

The Club’s underwriting strategy documents 
its appetite for risk, as well as its pricing and 
reinsurance policy. The pricing policy 
reflects the loss experience and quality and 
management of vessels entered, and is 
commensurate with the cover provided. The 
underwriting risk is further mitigated by 
maintaining a well-balanced and diverse 
insurance portfolio, in terms of both vessel 
type and geographical spread.

Reinsurance is a key tool used to reduce the 
underwriting risk exposure and to stabilise 
underwriting results. The Club’s reinsurance 
programme is subject to annual review and 
agreement by the Board of Directors to 
ensure that it continues to be an effective 
tool for achieving these objectives. In 
addition to its own reinsurance programme, 
the Club is party to the International Group 
Pooling Agreement, whereby for the 2016 
policy year individual claims of between  
US$ 10m and US$ 80m are pooled. Above 
this level, the International Group purchases 
reinsurance protection up to US$ 3bn on 
behalf of all Members of the Group.

Reserving risk

This represents the risk that reserves 
established in the balance sheet are 
insufficient to meet the cost of outstanding 
claims, as a result of inadequate case 
reserves or inadequate reserves for claims 
that have been incurred but not reported. 
The Club has an established conservative 
estimating policy in place, based on always 
estimating the cost of the claim in the 
appropriate currency, always reflecting the 
most up-to-date information available and 
not deviating from a pessimistic basis 
(worst reasonable likely outcome) for 
estimating a claim. The reserving process 
uses a variety of statistical and actuarial 
techniques, with the level of reserves 
calculated using internal actuarial 
resources and maintained on a 
conservative basis.

Regulatory risks

This represents the risk to the Club of a loss 
or reputational damage resulting from a 
failure to respond to and comply with a 
changing regulatory landscape. The Club 
actively adheres to regulatory 
requirements in worldwide jurisdictions 
where it operates, and in addition monitors 
all entities within the insurance and 
accounting systems against relevant 
sanction lists on a daily basis.

The Club has a defined process to monitor 
compliance with worldwide regulatory 
issues and to respond to any new 
developments as they are identified.

Credit risk

This is the risk to the Club of a loss resulting 
from a counterparty being unable to meet 
its contractual obligations. 

The main credit risk arises from the potential 
for reinsurers to default on their obligations 
under the terms of the reinsurance policy. 
The Club manages this risk by ensuring that 
the reinsurance security used is both strong 
and diverse. The financial standing of 
reinsurers is kept under constant review.

The Club is also exposed to its Members not 
paying premiums when due. Strong credit 
control procedures are in place to mitigate 

this risk. In addition, the Rules of the Club 
allow it to terminate an entry from inception 
in case of non-payment of premiums. 
Furthermore, the payment of claims in 
respect of a policy is suspended if premiums 
associated with that policy are outstanding.

Market risk

This represents the risk associated with 
fluctuation in the value or income 
generated from investments, including the 
impact of fluctuations in interest and 
exchange rates.

The Club has an investment strategy in 
place which is aligned to its business plan, 
and which is designed to preserve its 
capital, so that its liabilities can always be 
met within risk tolerances agreed by the 
Board. The investment policy is regularly 
reviewed and the portfolio is well diversified 
to reduce the impact of fluctuations in 
interest rates, market prices and foreign 
currency exchange rates.

The investment management and 
custodian functions are outsourced, and 
are regularly monitored by the Finance 
Committee of the Board, as well as by the 
internal audit function. 
 
Currency risk 

The Club has worldwide insurance 
operations and undertakes financial 
transactions in various currencies. As a 
consequence, it is exposed to foreign 
currency exchange rate fluctuations.

The Club has a process for matching assets 
and liabilities in the appropriate currencies. 
The Club also carries out forward foreign 
currency purchases, where appropriate, to 
help to manage the impact of currency 
fluctuations.
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Liquidity risk

This represents the risk that the Club could 
fail to meet its financial obligations due to 
some difficulty or inability to liquidate 
investments at short notice, or through 
unanticipated cash flow requirements.

The daily cash flow requirements are 
forecast and monitored, and the Club 
maintains a high concentration of liquid 
assets to ensure that adequate funds are 
always in place to meet its financial 
obligations. The investment portfolio has a 
mix of short-, medium- and long-term 
investments to satisfy the Club’s cash flow 
requirements.

The Club does not have any borrowings, 
but it does have credit and guarantee 
facilities in place with major banks. In 
practice, these facilities are rarely utilised to 
meet short-term financial obligations. 

Operational risk

The major sources of operational risk for 
the Club are those associated with process 
reliability, information security and financial 
crime. The Club has a number of key 
performance indicators in place to identify 
and manage operational risk, and systems 
are constantly under review to ensure that 
they are streamlined and responsive to the 
needs of the business. 

CAPITAL MANAGEMENT

The Club manages the risks it faces through 
a series of processes and controls, which 
are reviewed on an ongoing basis. In 
addition, it holds capital to cover 
unexpected losses arising from the risks it 
faces and to meet its regulatory 
requirements. As a result of its most recent 
review, credit rating agency Standard & 
Poor’s has rated the Club ‘AAA’ from a 
capital adequacy perspective.

The Club is conscious that its capital should 
be appropriately utilised. It is well 
capitalised, as a result of many years of 
disciplined underwriting and prudent 
financial management, and it expects to 
meet the Solvency II capital requirements 
comfortably. However, the Club believes it 
is appropriate to wait until the Solvency II 
regime is fully embedded and its impact on 
the industry as a whole is understood 

before any decisions are taken about how 
capital is utilised in future. 
 
AUDITORS 

KPMG Luxembourg Société coopérative 
has expressed its willingness to be 
reappointed as auditors of the Club. 

By order of the Board:

Philip D Orme

Chairman of the Board

5 April 2017
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To the Members of The Shipowners’ Mutual 
Protection and Indemnity Association 
(Luxembourg).

REPORT ON THE CONSOLIDATED ACCOUNTS

We have audited the accompanying 
consolidated accounts of The Shipowners’ 
Mutual Protection and Indemnity Association 
(Luxembourg), which comprise the 
consolidated balance sheet as at  
31 December 2016 and the consolidated 
profit and loss account for the year then 
ended, and a summary of significant 
accounting policies and other explanatory 
information.

BOARD OF DIRECTORS’ RESPONSIBILITY 
FOR THE CONSOLIDATED ACCOUNTS

The Board of Directors is responsible for the 
preparation and fair presentation of these 
consolidated annual accounts in 
accordance with Luxembourg legal and 
regulatory requirements relating to the 
preparation of the consolidated annual 
accounts except for the valuation of other 
investments, and for such internal control 
as the Board of Directors determines is 
necessary to enable the preparation of 

annual accounts that are free from material 
misstatement, whether due to fraud or error.

RESPONSIBILITY OF THE RÉVISEUR 
D’ENTREPRISES AGRÉÉ

Our responsibility is to express an opinion 
on these consolidated accounts based on 
our audit. We conducted our audit in 
accordance with International Standards 
on Auditing as adopted for Luxembourg by 
the Commission de Surveillance du Secteur 
Financier. Those standards require that we 
comply with ethical requirements and plan 
and perform the audit to obtain reasonable 
assurance about whether the consolidated 
accounts are free from material misstatement.

An audit involves performing procedures to 
obtain audit evidence about the amounts 
and disclosures in the consolidated 
accounts. The procedures selected depend 
on the judgement of the Réviseur 
d’Entreprises agréé, including the 
assessment of the risks of material 
misstatement of the consolidated 
accounts, whether due to fraud or error. In 
making those risk assessments, the 
Réviseur d’Entreprises agréé considers 
internal control relevant to the entity’s 

preparation and fair presentation of the 
consolidated accounts in order to design 
audit procedures that are appropriate in the 
circumstances, but not for the purpose of 
expressing an opinion on the effectiveness 
of the entity’s internal control. An audit also 
includes evaluating the appropriateness of 
accounting policies used and the 
reasonableness of accounting estimates 
made by the Board of Directors, as well as 
evaluating the overall presentation of the 
consolidated accounts.

We believe that the audit evidence we have 
obtained is sufficient and appropriate to 
provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated annual 
accounts give a true and fair view of the 
financial position of The Shipowners’ 
Mutual Protection and Indemnity 
Association (Luxembourg) as of  
31 December 2016, and of the results of its 
operations for the year then ended in 
accordance with the basis of accounting as 
defined in note 2.
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BASIS OF ACCOUNTING

Without modifying our opinion, we draw 
attention to note 1 to the consolidated 
annual accounts, which describes the 
departure from the valuation rules for other 
financial investments defined by the law of 
8 December 1994 applied in the 
preparation of these consolidated annual 
accounts. In these consolidated annual 
account other investments are valued at 
their current value. The Company is 
required by the group of international P&I 
clubs to which it belongs to prepare these 
consolidated annual accounts. As a result 
the consolidated annual accounts may not 
be suitable for another purpose.

OTHER MATTER 

The Shipowners’ Mutual Protection and 
Indemnity Association (Luxembourg) has 
prepared a separate set of consolidated 
annual accounts for the year ended  
31 December 2016 in accordance with 
Luxembourg legal and regulatory 
requirements relating to the preparation of 
the consolidated annual accounts on which 
we issued a separate auditor’s report to the 
Members of The Shipowners’ Mutual 

Protection and Indemnity Association 
(Luxembourg) dated 6 April 2017.

OTHER INFORMATION 

The Board of Directors is responsible for the 
other information. The other information 
comprises the information included in the 
consolidated management report but does 
not include the consolidated accounts and 
our report of Réviseur d’Entreprises agréé 
thereon. Our opinion on the consolidated 
accounts does not cover the other 
information and we do not express any 
form of assurance conclusion thereon.

In connection with our audit of the 
consolidated accounts, our responsibility is 
to read the other information and, in doing 
so, consider whether the other information 
is materially inconsistent with the 
consolidated accounts or our knowledge 
obtained in the audit or otherwise appears 
to be materially misstated. If, based on the 
work we have performed, we conclude that 
there is a material misstatement of this other 
information, we are required to report this 
fact. We have nothing to report in this regard.

 

REPORT ON OTHER LEGAL AND 
REGULATORY REQUIREMENTS

The consolidated management report is 
consistent with the consolidated accounts 
and has been prepared in accordance with 
the applicable legal requirements.

Luxembourg, 6 April 2017

KPMG Luxembourg  
Société coopérative  
Cabinet de révision agréé 

S. Nye

FINANCIAL  
REVIEW

CHAIRMAN’S  
REPORT

CHIEF EXECUTIVE’S  
REPORT

STRATEGIC  
REVIEW

CORPORATE  
GOVERNANCE

FINANCIAL  
REVIEW



 44 | Annual Report 2016

31 December 2016 31 December 2015

Consolidated Balance Sheet 31 December 2016 Note US$ ’000 US$ ’000 US$ ’000 US$ ’000

Assets

Intangible assets

Intangible assets 11,122 8,805

11,122 8,805

Investments 3

Other financial investments

Shares and other variable yield transferable securities 
and units in unit trusts

165,759 153,257

Debt securities and other fixed income transferable 
securities

364,005 373,353

Deposits with credit institutions 20,468 16,857

550,232 543,467

Reinsurers’ share of technical provisions 4

Claims outstanding 103,466 149,293

Provision for unearned premium 3,988 4,150

107,454 153,443

Debtors

Debtors arising out of direct insurance operations

Policy holders 37,838 32,954

Intermediaries 2 40

Debtors arising out of reinsurance operations 5 5,159 4,733

Other debtors 3,871 1,195

46,870 38,922

Other assets

Tangible assets and stocks 412 199

Cash at bank and in hand 96,310 92,469

96,722 92,668

Prepayments and accrued income

Accrued interest 2,057 1,954

Deferred acquisition costs 8,025 7,520

Other prepayments and accrued income 639 101

10,721 9,575

Total assets 823,121 846,880

Philip D Orme, Chairman 
Dr. Yves Wagner, Director 
Approved by the Board on 5 April 2017 

The notes on pages 48 to 54 form part of these accounts.

CONSOLIDATED BALANCE SHEET
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31 December 2016 31 December 2015

Consolidated Balance Sheet 31 December 2016 Note US$ ’000 US$ ’000 US$ ’000 US$ ’000

Liabilities

Capital and reserves 6

Legal reserve 300 300

Contingency reserve 293,741 279,078

294,041 279,378

Technical provisions

Provision for unearned premiums 57,842 57,837

Claims outstanding – gross amount 4 433,441 474,576

491,283 532,413

Provision for other risks and charges

Provision for taxation 182 686

Creditors

Creditors arising out of direct insurance operations

Policy holders 10,246 8,244

Intermediaries 12,669 8,237

Creditors arising out of reinsurance operations 7,440 12,155

Other creditors 1,801 731

32,156 29,367

Accruals and deferred income 5,459 5,036

Total liabilities 823,121 846,880

The notes on pages 48 to 54 form part of these accounts.
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31 December 2016

20 February 2015– 
31 December 2015

For the year ended 31 December 2016 Note US$ ’000 US$ ’000 US$ ’000 US$ ’000

Technical account - non-life insurance business

Earned premiums

Gross premiums written 7 228,585 228,557

Outward reinsurance premiums (27,365) (32,020)

Change in the gross provision for unearned premiums (5) (18,676)

Change in the provision for unearned premiums, reinsurers share (162) 4,150

201,053 182,011

Allocated investment return transferred  
from the non-technical account 11,782 (22,412)

Claims incurred net of reinsurance

Claims paid

Gross amount (194,674) (139,226)

Reinsurers’ share 50,279 18,593

Net claims paid 8 (144,395) (120,633)

Change in the provision for claims outstanding

Gross amount 41,135 (84,399)

Reinsurers’ share (45,827) 68,972

Change in the net provision for claims 8 (4,692) (15,427)

(149,087) (136,060)

Net operating expenses

Acquisition costs (29,924) (28,309)

Change in deferred acquisition costs 505 2,618

Administrative expenses (19,745) (17,013)

(49,164) (42,704)

Balance on the technical account for non-life 
insurance business

14,584 (19,165)

CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT



 Annual Report 2016 | 47
The notes on pages 48 to 54 form part of these accounts.

 
31 December 2016

20 February 2015– 
31 December 2015

For the year ended 31 December 2016 Note US$ ’000 US$ ’000 US$ ’000 US$ ’000

Non-technical account

Balance on the technical account for non-life insurance business 14,584 (19,165)

Investment income

Income from other investments 10,354 8,034

Value re-adjustments on investments 18,194 2,199

Gains on the realisation of investments 9 3,630 25,127

32,178 35,360

Investment charges

Investment management charges, including interest (2,298) (2,016)

Value adjustment on investments (205) (16,303)

Losses on the realisation of investments 9 (17,893) (39,453)

(20,396) (57,772)

11,782 (22,412)

Allocated investment return transferred to the non-life 
insurance technical account (11,782) 22,412

Other income - -

Other charges 10 (56) (41)

Tax on profit or loss on ordinary activities 11 135 (1,689)

Surplus/(deficit) for the financial period 6 14,663 (20,895)
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1. General

The Shipowners’ Mutual Protection and Indemnity Association 
(Luxembourg) (the Club or the Association) is registered in the 
Grand Duchy of Luxembourg. It is a mutual insurance association, 
whose principal activity is the insurance and reinsurance of marine 
protection and indemnity risks on behalf of its membership. As a 
mutual insurance association, the Club does not have a share 
capital and the liability of its members is limited to the calls and 
supplementary premiums set by the Directors of the Club.

Presentation of annual accounts

Apart from the valuation of other financial investments these 
consolidated annual accounts have been prepared in accordance 
with the modified Luxembourg Insurance Accounts Law of  
8 December 1994 on the annual accounts of insurance and 
reinsurance companies, and with the accounting policies generally 
accepted and applied within the insurance and reinsurance 
industry in the Grand Duchy of Luxembourg. The profit and loss 
amounts for the period ended 31 December 2015 are not directly 
comparable with the current year, due to the change of the 
Financial year-end in 2015. The change has no impact on the result 
for the prior period or the current year. In addition to these 
consolidated annual accounts, the entity has prepared a set of 
consolidated annual accounts that are in conformity with those 
accounting policies.

As a consequence of this deviation and difference in the valuation 
of the other financial investments the contingency reserve 
presented in these consolidated annual accounts is not 
representing the statutory contingency reserve of the Company.

Basis of consolidation

The consolidated annual accounts have been prepared in US 
Dollars and comprise the accounts of the Association and its 
affiliated undertakings as shown below. The profits and losses of 
affiliated undertakings are consolidated as from the effective date 
of acquisition or to the effective date of disposal.

Affiliated undertakings

The Club’s affiliated undertakings, listed below, are all entities over 
which the Association has the power to govern the financial and 
operating policies so as to obtain economic benefits. The 
investment in the Hydra Cell of Hydra Insurance Company Limited, 
a Bermuda Segregated Account Company, is also reported as an 
investment in an affiliated undertaking.

• The Shipowners’ Protection Limited – UK

• Shipowners’ North America Protection Limited – Canada

• S.O.P. (Bermuda) Limited – Bermuda

• Spandilux S.A. – Luxembourg

• Hydra Insurance Company Limited, Shipowners Cell – Bermuda

• Shipowners Management Limited – UK

• CTRL Marine Solutions Limited – UK

Management of the Association

The Association is managed by The Shipowners’ Protection Limited 
(SPL). SPL provides administrative, underwriting, accounting and 
claims processing services to the Club.

2. Accounting policies

(i) Translation of items expressed in foreign currencies

Assets and liabilities in foreign currencies are converted into US 
Dollars at the rates of exchange ruling on the balance sheet date. 
Income and expenditure items are converted at the average 
weekly rate prevailing at the transaction date, with the exception of 
investments which is on a daily basis. Differences arising on 
currency translation are included in the exchange gains and losses 
in the non-technical account. Exchange differences are either 
allocated to open policy years or retained as the Directors consider 
appropriate.

(ii) Premiums

Premiums incepting prior to the balance sheet date are shown 
gross of acquisition costs and net of refunds and are accounted for 
as and when charged to Members.

(iii) Reinsurance premiums

Reinsurance premiums are charged to the income and expenditure 
account on an accruals basis and allocated to the policy year to 
which they relate.

(iv) Claims paid

Claims, which include internal and external claims handling costs 
and the Club’s share of claims under pooling agreements, are 
charged to the income and expenditure account when they have 
been paid and do not include any estimated outstanding claims. 
Claims are allocated to the policy years in which the incidents 
occurred.

(v) Reinsurance recoveries

Certain of the liabilities of the Club are reinsured with similar 
associations under the International Group’s pooling agreement 
and with market underwriters. Reinsurers’ share represents actual 
recoveries received and due in respect of claims paid by the Club. 
They are allocated to the same policy year as the claims to which 
they refer.

(vi) Policy years

Premiums and reinsurance premiums are credited or charged to 
the policy year to which cover relates. Claims are included in policy 

NOTES TO THE ACCOUNTS
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years by reference to the date of the incident and reinsurance 
recoveries are matched accordingly. Management expenditure is 
allocated to the current policy year.

(vii) Administrative expenses

Administrative expenses include management costs and general 
expenses but exclude internal claims handling costs. They are dealt 
with on an accruals basis and charged to the income and 
expenditure account.

(viii) Investment return

Investment return comprises all investment income, realised 
investment gains and losses, value re-adjustments, net of 
investment expenses, charges and interest. Dividends are recorded 
on the date on which the shares are quoted ex-dividend and 
include the imputed tax credits. Interest and expenses are 
accounted for on an accruals basis. Realised gains and losses on 
investments are calculated as the difference between net sales 
proceeds and purchase price. Value re-adjustment gains and losses 
on investments represent the difference between the valuation at 
the balance sheet date and their purchase price.

(ix) Allocated investment return from non-technical account

A transfer of the investment return is made from the non-technical 
account to the technical account to reflect the return made on 
those assets directly attributable to the insurance business.

(x) Taxation

The charge for taxation is shown in the non-technical account.

(xi) Investments

Investments are carried at their mid-market value at the balance 
sheet date.

(xii) Debtors

Provision has been made for debts which are thought not to be 
wholly recoverable.

(xiii)

(a) Tangible fixed assets

Tangible assets are stated at historical cost less accumulated 
depreciation. Depreciation is provided on a straight line basis over 
the anticipated useful life of the assets concerned at the following 
rates:

• Computer equipment – 50% per annum

• Furniture & Fixtures – 33.3% per annum

• Leasehold improvements – over the remaining life of the lease

• Communications hardware – 20% per annum

(b) Intangible fixed assets

Intangible assets are stated at historical cost less accumulated 
depreciation. Depreciation is provided on a straight line basis over 
the anticipated useful life of the assets concerned at the following 
rates:

• Computer costs – either 33% or 20% per annum on      
 completion of each individual project, depending on the nature  
 of the asset

(xiv) Deferred acquisition costs

Acquisition costs represent the brokerage and commissions 
attributable to the processing of proposals and the issuing of 
policies. Acquisition costs are deferred and amortised over the 
periods in which the premiums are earned.

(xv) Technical provisions – unearned premiums

Provision for unearned premiums represents that part of gross 
premiums written that is estimated to be earned after the balance 
sheet date. The unearned premium reserve is calculated on a daily 
pro-rata basis.

(xvi) Technical provisions  – claims outstanding

Claims are subject to prolonged delay, both as to notification and 
settlement. Accordingly, the likely final cost of claims outstanding, 
which includes a projection for claims incurred but not reported 
(IBNR) as well as future development of reported losses, is based 
upon current information and the experience and judgement of 
the Directors. Large claims are assessed separately, being 
measured on a case-by-case basis in order to allow for the possible 
distortive effect of the development and incidence of these large 
claims. The ultimate costs thereof cannot be ascertained with 
certainty at the date of the balance sheet. Provision for the cost of 
claims handling is included within the IBNRs. Reinsurers’ share is 
accounted for on an accruals basis and allocated to the same 
policy year as the claims to which they refer.

(xvii) Creditors

Creditors are included in liabilities at settlement value.

(xviii) Accruals and deferred income

This item consists of both charges that relate to the current 
financial year but are payable after the balance sheet date and 
income received before the balance sheet date but relating to a 
subsequent financial year.
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31 December 
2016 Total  

US$ ’000

31 December 
 2015 Total  

US$ ’000

3. Investments

Shares and other variable yield transferable securities and units in unit trusts

Acquisition cost 147,115 151,741

Book and market value 165,759 153,257

Debt securities and other fixed income transferable securities

Acquisition cost 369,455 379,239

Book and market value 364,005 373,353

31 December 
2016 Total  

US$ ’000

31 December 
 2015 Total  

US$ ’000

4. Technical provision – claims outstanding

Claims outstanding

Gross amount

Own claims 372,581 423,102

Other clubs’ pool claims 60,860 51,474

433,441 474,576

Reinsurers’ share

Pool (14,604) (40,294)

Group excess loss - (75)

Other reinsurers (88,862) (108,924)

(103,466) (149,293)

NOTES TO THE ACCOUNTS (CONTINUED)
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31 December 

2016 Total  
US$ ’000

 
31 December 

 2015 Total  
US$ ’000

5. Debtors arising out of reinsurance operations

Pool 113 -

Other reinsurers 5,046 4,733

5,159 4,733

31 December 2016 31 December 2015

 Legal 
Reserve  

US$ ’000

 Contingency 
Reserve  

US$ ’000

Income and 
Expenditure 

Account  
US$ ’000

  
Legal  

Reserve  
US$ ’000

  
Contingency 

Reserve 
US$ ’000

Income and 
Expenditure 

Account  
US$ ’000

6. Reserve movements

Balance at 31 December 2015 300 279,078 - 300 299,973 -

Excess of expenditure over income - - 14,663 - - (20,895)

Transferred to contingency reserve - 14,663     (14,663) - (20,895) 20,895

Balance at 31 December 2016 300 293,741 - 300 279,078 -

31 December 
2016  

US$ ’000

20 February 2015– 
31 December 2015  

US$ ’000

7. Gross premiums

The total gross direct insurance premiums result from contracts concluded in the:

Member state of the head office 238 153

Other EEC member states 47,087 43,657

Non-member states 181,260 184,747

228,585 228,557
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31 December 2016  

US$ ’000

20  February 2015– 
31 December 2015  

US$ ’000

8. Claims incurred net of reinsurance

Claims paid

Gross amount

Own claims (177,934) (128,589)

Other clubs’ pool claims (16,740) (10,637)

(194,674) (139,226)

Reinsurers’ share

Pool 29,625 4,916

Group excess loss 75 -

Other reinsurers 20,579 13,677

50,279 18,593

Change in the provision for claims outstanding

Gross amount

Own claims 50,521 (81,209)

Other clubs’ pool claims (9,386) (3,190)

41,135 (84,399)

Reinsurers’ share

Pool (25,690) 12,663

Group excess loss (75) (104)

Other reinsurers (20,062) 56,413

(45,827) 68,972

NOTES TO THE ACCOUNTS (CONTINUED)
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9. Gains/Losses on realisation of investments

Gains on realisation of investments

Gains on capital 1,946 7,631

Gains on foreign exchange 1,684 17,496

3,630 25,127

 
31 December 2016 

US$ ’000

20  February 2015– 
31 December 2015  

US$ ’000

Losses on realisation of investments

Losses on capital (6,067) (6,484)

Losses on foreign exchange (11,826) (32,969)

(17,893) (39,453)

10. Other charges

Other charges for the year is the net loss from CTRL Marine Solutions Limited of US$ 56,346 (period ending 31 December 
2015: US$ 40,941). 

 
31 December 2016 

US$ ’000

20  February 2015– 
31 December 2015  

US$ ’000

11. Taxation

Luxembourg municipal and state taxes 195 504

UK corporation tax (431) -

Other taxes 101 1,185

(135) 1,689

12. Contingency reserve

In accordance with the Club’s Rules, all available funds after making full provision for claims outstanding have been, and will 
continue to be, transferred to the contingency reserve.
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31 December 2016  

US$ ’000

20  February 2015– 
31 December 2015  

US$ ’000
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31 December 2016
US$ ’000

20 February 2015– 
31 December 2015  

US$ ’000

13. Auditors’ remuneration

The split of the fees (incl. VAT) accrued by the Company and paid to the auditors is as 

Audit fee 417 573

Fees for other services - -

417 573

31 December 2016
20 February 2015– 
31 December 2015  

14. Personnel employed during the period

The average number of persons employed by the group during the period was: 152 145

The persons employed during the period fell into the following categories:

Administrative 60 61

Technical 66 58

Financial 26 26

152 145

Staff costs during the period were as follows:
31 December 2016

US$ ’000

20 February 2015– 
31 December 2015 

US$ ’000

Salaries 15,308 13,596

Social security (including pensions) 2,740 2,990

Other charges 1,212 919

19,260 17,505

15. Directors’ fees

The aggregate amount paid to Directors during the period to 31 December 2016 was US$ 945,622 (period to 31 December  
2015 US$ 660,875).

16. Related party transactions

Luxembourg Law requires disclosure of material transactions with related parties. The Club has no share capital and is 
controlled by the Members who are also the insureds. The subsequent insurance transactions are consequently deemed 
to be between related parties; these are the only transactions between the Club and the Members. No single transaction 
with related parties; is of such materiality and nature as to require disclosure.

NOTES TO THE ACCOUNTS (CONTINUED)
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2014 
US$ ’000

2015 
US$ ’000

2016 
US$ ’000

Consolidated policy year statement – 20 February 2017

Balance available for outstanding claims

Calls and premiums:

Debited in 2016 financial year and prior 246,930 241,384 228,215

Debited/(credited) in 2017 financial year (7) (103) 48

246,923 241,281 228,263

Reinsurance premiums (31,569) (29,670) (27,707)

Claims paid:

Own claims (156,661) (81,705) (32,539)

Other clubs’ pool claims (6,169) (6,544) (818)

Reinsurance recoveries:

Pool 39,041 - -

Other reinsurers 5,814 5,903 53

Estimated outstanding claims:

Own claims (55,924) (78,530) (108,287)

Other clubs’ pool claims (3,941) (11,123) (18,182)

Estimated reinsurance recoveries:

Pool 4,370 3,321 49

Other reinsurers 11,920 8,159 3,005

Administrative expenses (23,529) (20,056) (21,645)

Acquisition costs (30,906) (29,678) (29,732)

Surplus/(deficit) at 20 February 2017 (632) 1,360 (7,540)

The policy year statement shows the position of open policy years as at 20 February 2017.

Average Expense Ratio
In accordance with Schedule 3 of the International Group Agreement 2013 we are required to include a statement of the Average 
Expense Ratio for the Club’s P&I business for the five years immediately preceding completed financial years. The ratio of 22% 
has been calculated in accordance with the Schedule and the guidelines issued by the International Group of P&I Clubs and 
is consistent with the relevant Financial Statements.
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CORPORATE INFORMATION

Registered office
The Shipowners’ Mutual Protection and Indemnity Association (Luxembourg) 
16, Rue Notre-Dame 
L–2240 Luxembourg

T +352 229 710 1 
F +352 229 710 222 
E info@shipowners.lu
 
Managers
The Shipowners’ Protection Limited 
White Chapel Building, 2nd Floor 
10 Whitechapel High Street 
London E1 8QS

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

Auditors
KPMG Luxembourg Société coopérative 
Réviseur d’entreprises agréé 
39, Avenue John F. Kennedy 
L–1855 Luxembourg
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