NAVIGATING MUTUAL P&I
To assist Members and brokers navigate the sometimes confusing world of
mutual P&I, we have created this infographic to explain the different elements
that make up mutual P&I and our approach. This infographic is followed by
a series of articles which explore the various topics in more detail. Access the
series of articles so far.

WHAT IS P&I?
P&I has a very long history and
is the traditional name for the
insurance shipowners purchase
to protect them from the
liabilities which arise from
owning or operating a ship,
such as claims from crew,
passengers, and third parties.
Cover can also encompass a
range of expenses incurred
that often fall outside of an
alternative third party policy
provided by a commercial
insurer; such as the extra
cost of diverting sick persons
to land and disinfecting the
ship to guard against possible
disease or infection.

THE INTERNATIONAL
GROUP

OVERSPILL LIMIT
Being part of the IG means
that any claim above US$ 10m
is shared by the group pooling
in an equitable system.
Anything above US$ 100m is
paid by International
Reinsurers, up to US$ 2bn per
incident. Claims in excess of
this amount are then pooled
through an overspill call on
the membership.

As a mutual P&I insurer,
Shipowners’ are proud to
be part of the International
Group (IG), which comprises
of 13 Mutual P&I clubs. By
combining together, the
clubs are able to speak with
one voice and use their
collective resources to offer
very high insurance limits. All
clubs operate independently
by co-operating to share losses
and purchase reinsurance for
the benefit of all IG members.
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MUTUAL ADVANTAGE
THE GOLD STANDARD

BUT WHAT DOES IT MEAN
TO BE MUTUAL?

HOW DO MEMBERS PAY?
ESTIMATED TOTAL CALLS (ETC)

The reputation and financial
strength of the IG of P&I clubs
means that Club security is
accepted globally, generally
without question, against
losses, should things go wrong.
Many have described this
as the Gold Standard of
vessel liability insurance.

All clubs that are part of the IG
provide insurance on a notfor-profit basis. Under mutual
insurance the income (money
paid by Members as
premiums) and outgoings
(such as claims and expenses)
must balance.

The traditional method that
clubs use to generate funding
is payable in stages, across
more than one year.

STAGES METHOD

100% ETC

PREMIUM CHANGES

STAGE 1
The advance call is paid in the
policy year. It is a percentage
of estimated total premium
payable and is typically 80% of
the total estimate.

Some clubs have refined the
traditional method by asking
for the entire payment in
one go.

Under both premium payment
methods, club Members
accept an obligation to pay
more premium if, upon review,
the estimate appears
insufficient to meet the Club’s
liabilities. This can occur if
claims are accumulating at a
greater rate than anticipated
when the estimated total
premium was set. This would
generally be assessed at each
renewal.

MUTUAL CALLS

OUT OF BALANCE

The Club does not use ETC to
raise funds, as we believe
owners should budget with
certainty. Instead we apply a
mutual call where only one
premium is paid. These are
expected to match with
outgoings and preserve the
mutual balance without
requiring supplementary
calls. When the policy year of
the Club closes any deficit
will generally be met from Club
reserves.

If the mutual equation is out
of balance, a club can ask
Members for more money as
supplementary calls.

These are estimates; the final
premium payable is unknown
and forecast only, until the
policy year closes. Policy
years are ‘open’ (accepting
new losses) until they are
‘closed’ (no more expected
losses). This open period
should not exceed 48 months.
The ETC premium payable by
each Member differs based on
vessel type, the risk and claims
performance.

If income exceeds outgoings
the year is in surplus and this
is used for the benefit of
Members. However, the way
in which each club asks for
its income from Members
can differ.

STAGE 2
This is a supplementary call
that is an additional payment
in later years which could be
budgeted at 20% or more and
is generally payable 16
months after inception of the
policy year.

RELEASE CALLS
WHAT IF YOU WANT TO LEAVE
YOUR INSURER?
If using the ETC method
Members cannot leave a club
when a policy year is open
unless they pay a release call.
This is an extra payment as a
buffer from future unbudgeted
calls. The amount is at the
discretion of the club, and
can be a percentage of the
estimated total call or the
advance call. These are often
significant sums of money.
The Shipowners’ Club does
not charge release calls
to Members wishing to leave.

FIXED CALLS
The Shipowners’ Club also
offer a fixed call option for
owners who do not require
the limits of cover
traditionally associated with a
mutual pooled entry.
Members simply pay one
fixed call and are insured
outside the IG claims
“pooling” system and limits
of cover offered are lower.

Take a walk through P&I and the
Club’s 160 year history:
www.shipownersclub.com/history

To find out more about the Club’s cover and approach, please contact your broker
or alternatively the Club directly on +44 207 488 0911 or info@shipownersclub.com
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