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You will find links throughout 
this Report which are 
highlighted to guide you 
to further information, 
and redirects to our website 
or social media channels 
where indicated, using the 
following icons: 

  
READ MORE

 
GO TO OUR WEBSITE

 
WATCH OUR VIDEOS

We are a mutual insurance association offering 
Protection & Indemnity (P&I), Legal Costs 
Cover and associated insurances to smaller 
and specialist vessel owners, operators and 
charterers around the world.

STANDARD & POOR’S RATING

A (stable)
MEMBERSHIP RETENTION RATE

99%
TOTAL MEMBERS

7,444
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FINANCIAL HIGHLIGHTS

Our 2018 highlights  
and five-year summary

COMBINED RATIO (%)
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279.4
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195.0

186.6

201.1

182.0

211.1

CAPITAL AND FREE 
RESERVES (US$ M)

303.8
EARNED PREMIUMS, NET 
OF REINSURANCE (US$ M)

195.0

INCOME AND EXPENDITURE (US$ MILLIONS)

2014/15 2015 2016 2017 2018

Earned premiums, net of reinsurance 211.1 182.0 201.1 186.6 195.0

Incurred claims, net of reinsurance (145.5) (136.1) (149.1) (136.1) (151.0)

Operating expenses (54.2) (42.7) (49.2) (48.7) (52.2)

Underwriting result 11.4 3.2 2.8 1.8 (8.2)

Investment result less taxation (10.0) (24.1) 11.9 45.9 (29.7)

Change in free reserves 1.4 (20.9) 14.7 47.7 (37.9)

Combined ratio 94.6% 98.2% 98.6% 99.1% 104.2%

BALANCE SHEET (US$ MILLIONS)

2014/15 2015 2016 2017 2018

Investments at market value and cash 630.9 637.9 648.6 695.5 659.6

Other assets 53.0 55.6 67.0 77.6 95.4

Creditors (34.6) (35.1) (37.8) (32.9) (35.6)

Net assets before reserves 649.3 658.4 677.8 740.2 719.4

Net technical provisions (349.0) (379.0) (383.8) (398.5) (415.6) 

Capital and free reserves 300.3 279.4 294.0 341.7 303.8

Our financial performance in 2018 is shown here,  
reflecting some of our key performance indicators.  
They measure our broader business progress.
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The diverse nature of our membership 
base helps to deliver stability. 

Our Members operate in a variety 
of specialist sectors across the globe 
providing a spread of risk and low 
exposure to individual catastrophe.

AT A GLANCE

Our membership  
domicile

WHERE WE OPERATE

OF MEMBERS ARE BASED 
 IN EUROPE
(3,524 MEMBERS)

47%

 Europe 3,524 

 Australia, New Zealand  

 & the South Pacific 1,255 

 Southeast Asia & the Far East 1,103 

 Central & South America 759 

 Middle East & India 326 

 North America 298 

 Africa 179

MEMBERSHIP BY REGION (%)

4

10

47

2
5

17

15

WATCH OUR VIDEO
Members introduction:
www.shipownersclub.com/members

TOTAL MEMBERS

7,444
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AT A GLANCE CONTINUED

TOTAL TONNAGE BY TRADING AREA (%) TOTAL VESSELS BY SECTOR (NUMBER)
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l Southeast Asia & the Far East 13,409,173 
l Europe 5,350,475 

l Central & South America 2,917,537 

l Middle East & India 2,823,702 

l North America 1,240,507 

l Australia, New Zealand  

 & the South Pacific 1,067,912 
l Africa 443,155

l Harbour 9,564 

l Barge 6,710 
l Passenger 4,890 
l Offshore 4,014 
l Fishing 3,061 

l Dry Cargo 2,297 

l Yachts 2,031 

l Tankers 1,517
l Autonomous 10

OF OUR GROSS TONNAGE IS TRADED  
IN SOUTHEAST ASIA & THE FAR EAST
(13,409,173 TONNES)

OF OUR TOTAL VESSELS ARE  
IN THE HARBOUR SECTOR
(9,564 VESSELS)

49% 28%

TOTAL TONNAGE

27,252,461
TOTAL VESSELS

34,094

WATCH OUR VIDEO
Our corporate video: 
www.youtube.com/watch?v=CR7gtO-pj7s&t=2s
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CHAIRMAN’S REPORT

Positioning the Club for  
growth and success

“ We have seen a tightening 
of insurance markets and 
the value of service over price 
gaining more recognition that 
will benefit the Club in the 
long term.”

Notwithstanding the trading difficulties, 
we remain very confident and upbeat about 
the future. This is evident in the steps we have 
taken this year, which we believe will prove 
to be significant in the growth and success 
of the Club going forward. In February 2018, 
the Club invested in an office property for our 
Asian based operation. Members may recall 
that in 2009 we opened a leased office in 
Singapore. At that time, we had a staff of 11 
and were writing annual premium of US$ 59m. 
Today, we have a staff of 40, underwriting 
US$ 86m of business per annum and over 
the last ten years we have paid out over 
US$ 390m in claims. The decision this year 
to purchase an office in the Singapore Suntec 
Tower Two demonstrates our commitment to 
a region where we have been very successful 
and at the same time, represents a valuable 
investment of Members’ funds for the future.

All stakeholders will be aware of the 
digital age we live in and the abundance of 
technological developments that are available 
to us, each offering to improve our efficiency 
and service. We have always maintained 
that we intend to be at the forefront of these 
developments in order to take full advantage 
of the opportunities they present. 

We find ourselves reporting on another year of 
strong headwinds making navigation through 
them difficult for you, our Members. As we 
reported last year, we anticipated this climate 
and chose to budget for a small deficit on our 
underwriting rather than call for an increase 
from our Members in such turbulent times. 
At the year end point we are encouraged 
by our combined ratio result of 104%, which 
is slightly better than the budgeted 105%.

Adding to the difficult operating conditions, we 
also find ourselves trying to negotiate our way 
through extremely volatile financial markets. 
Low risk fixed income investments are barely 
making money and equity markets have 
recorded swings of 20% plus, even in developed 
markets. Such volatility resulted in an 
‘unrealised loss’ of US$ 26.3m at 31 December, 
which put a large dent in the very successful 
2017 gain on investments of US$ 50m, before 
fees. However, markets being as they are, at the 
time of writing this report in March 2019, we 
have witnessed an upturn that has improved 
the value of the portfolio to the extent that we 
have substantially recovered the investment 
loss recorded in our 2018 financial statements. 

Is the tide turning? We think so. We have 
seen a tightening of insurance markets 
and the value of service over price gaining 
more recognition. We believe that this 
will benefit the Club in the long term.

READ MORE
About us:
www.shipownersclub.com/
about-us/

Our Board of Directors:
www.shipownersclub.com/
about-us/board-of-directors/

Philip D. Orme Chairman

STANDARD & POOR’S RATING

A stable
(2017: A stable)

RETAINED MEMBERSHIP

99%
(2017: 92%)

YEARS EXPERIENCE

164
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CHAIRMAN’S REPORT CONTINUED

We wish to make particular mention of Jason 
Cudlipp and his team at Willis Re Speciality for 
the excellent service they continue to provide 
on our reinsurance programme. This is a 
programme which continues to help us in 
maintaining our financial stability, as evidenced 
in the retention of our A (Stable) rating from 
Standard & Poor’s for the third year running.

PHILIP D. ORME
Chairman, The Shipowners’ Club

In May 2018, we decided to 
cement our relationship with 
Jumar by taking a sizeable, 
but minority 33% share of 
the company’s capital.”

In the past, we have worked closely with several 
IT service providers and in particular with Jumar 
Solutions who have recently, together with our 
in-house team, successfully delivered our new 
underwriting system. In May 2018, we decided 
to cement our relationship with Jumar by taking 
a sizeable, but minority 33% share of the 
company’s capital. This provides us with a 
vehicle to develop our systems and, as an 
investment, share in the success of Jumar 
in this exciting market sector.

In September 2018, we co-opted the Reverend 
Canon Stephen Miller to our Board. Stephen 
is known to many of our Members for his 
outstanding service to the Mission to Seafarers 
in The Netherlands, United Arab Emirates 
and more recently South East Asia, where he 
is now based in Hong Kong. Stephen brings 
experience and excellent insight into the 
matters most concerning those on the 
frontline of our operations. We will seek 
confirmation of Stephen’s appointment at the 
Annual General Meeting in May 2019, and we 
welcome him and very much look forward 
to his valuable input to the Club’s business.

As always, we are indebted to our brokers, 
correspondents, surveyors, bankers and all 
other stakeholders for their loyalty and for 
their support in helping the Club achieve 
our 99% business retention rate of which 
we are quite rightly proud. 

COMBINED RATIO (%)
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2017 2018
           GROWTH IN SINGAPORE

Members may recall that in 2009 we 
opened a leased office in Singapore. At 
that time, we had a staff of 11 and were 
writing annual premium of US$ 59m. 

Today, we have a staff of 40, underwriting 
US$ 86m of business per annum and over 
the last ten years we have paid out over 
US$ 390m in claims. The decision this 
year to purchase an office in the Suntec 
Tower Two demonstrates our commitment 
to a region where we have been very 
successful and at the same time, 
represents a valuable investment of 
Members’ funds for the future.

READ MORE
Our new Singapore address: 
www.shipownersclub.com/singapore
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CHIEF EXECUTIVE’S REPORT

A strategic journey  
of change

The global insurance brokers with whom  
we work understand the market cycle.  
We work with over 600 brokers worldwide, 
although just 20% of this network are 
accountable for the vast majority of our 
Membership based on premium. We know 
that our Members prefer to work with a 
marine insurance broker and we welcome 
that. The broker is on hand to provide 
professional, impartial advice on the 
best insurance cover to meet their 
clients’ needs, offering the highest levels 
of insurance capacity, security and service 
of claims handling. This enables their 
clients to operate feeling assured that there 
is a strong tripartite relationship between 
the P&I Club and the broker to serve the 
best interests of the Member. We thank 
the brokers for their continued support 
and the trust they place in the Club especially 
at a time when they too have been experiencing 
challenging market conditions.

Brokers also play a pivotal role for the 
Club in arranging our reinsurances. 
That extends to the Club’s fundamental 
reinsurance program within which we cede 
certain risks to professional reinsurers 
in Lloyd’s of London and the professional 
reinsurance markets. It also encompasses 
the placement of specialist risks that fall 
outside traditional Rules P&I cover. 

As the 2018 year closed we looked back  
on a year in which the marine insurance 
industry experienced great change. The soft 
market conditions, that have fuelled a rise  
in the competitive environment within  
which we work, appear to be coming to an 
end. The continuous downward pressure  
on premiums as a result of the increased 
market capacity, has perhaps hidden the 
underlying truth that claims today are  
simply more expensive, as is the cost of 
doing business. The soft insurance model  
is no longer sustainable and, as we look 
ahead, it seems inevitable that the market 
will change. Brokers are warning their  
clients that we are now entering a period  
of change in the marine insurance cycle.

We have not escaped the impact of soft 
market conditions, reporting a combined 
ratio of 104% at year end. Quite simply  
the cost of claims has exceeded the 
premium received, once management  
costs are taken into consideration. As a  
not for profit mutual insurer we expect 
to encounter such events and that is why we 
build reserves to be able to respond to the 
occasional market downturns and hence 
avoid passing on additional premiums to our 
Membership, especially at a time when some 
sectors of the shipping industry are still 
feeling the impact of the market downturn.

FOR MORE INFORMATION
See our Combined Ratio chart:  
P06

See our Free Reserves chart: 
P02

FREE RESERVES (US$)

303.8m
(2017: 341.7m)

COMBINED RATIO

104.2%
(2017: 99.1%)

Simon Swallow Chief Executive

“ Working with a collaborative 
Board we strive to deliver 
the highest levels of service 
and support to our Members 
and their brokers.”
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CHIEF EXECUTIVE’S REPORT CONTINUED

we continue to invest in our service delivery, 
whether that be in seeking to attract the best 
possible people to work for the Club or in giving 
those people the tools to be successful. During 
2018 we have continued to invest in our IT 
platforms and, as you would expect us to, we 
will continue to do so, in order that we continue 
to be best placed to support our Members, 
as effectively and efficiently as possible. All of 
this is done with the enthusiastic support 
and encouragement of the Club’s Board, 
who recognise the importance of change 
and innovation.

The necessity to embrace change has also been 
acknowledged by the International Group of P&I 
Clubs (IG) this year. We are proud to be part of a 
global network which insures over 90% of the 
world’s ocean going tonnage. IG membership 
brings with it so many advantages. It’s not just 
the high limits of insurance cover available or the 
pooling of claims, it’s the expertise that is shared 
between like-minded individuals striving to 
improve solutions and assistance for the global 
shipping industry.

There is never a doubt that we are collectively 
stronger as part of the IG brand. A brand that 
seeks to offer peace of mind to Charterers 
and Port Authorities associated with an IG P&I 
entry. The Club are actively represented on 
IG subcommittees and we ensure that our 
Members’ voices are heard.

It is the conversations that we engage 
in on subcommittees such as the IG’s, 
that educates much of the information 
we disseminate to our Membership. 
We recognise our Members’ need for 
knowledge and we are determined to be 
able to offer the most relevant and up-to-
date information through our website and 
other media platforms. We have a wealth 
of data that we use to inform our guidance 
with which we aim to assist Members 
in their Loss Prevention initiatives. 

As insurers of specialist vessels that undertake 
so many differing operations, we recognise that 
inevitably the type of operation or contractual 
duties carried out can expose a Member to 
additional risks that fall outside of traditional Club 
cover. We are grateful to the placing brokers and 
the supporting reinsurance markets for their 
diligent support and service throughout the year. 

Our third-party providers also play an essential 
role. When Members need immediate assistance, 
we turn to our dedicated network of Club 
correspondents. They understand the jurisdiction 
within which the vessel is operating, offering 
solutions and working with our surveyors, lawyers 
and other specialists to ensure our Members 
keep trading. That is the assurance that we 
always aim to offer our Members and we thank 
our global correspondents and third-party 
suppliers for their support in providing this.

During the year, we have spent considerable 
time listening to our Members and their 
brokers. We have acknowledged that the 
expectations of our Membership have evolved 
and therefore, so must the way in which we  
transact business. There is a demand for 
instant access to the Club – to provide 
certification, claims data, blue cards to meet 
international convention demands such as 
the CLC, Bunkers, MLC, Nairobi Wreck, and the 
Athens convention. To continue to meet or 
exceed the expectations of our Membership 

We are grateful to the placing 
brokers and the supporting 
reinsurance markets for their 
diligent support and service 
throughout the year.”

 Barge

1. Europe    2. SE Asia & the Far East    3. Central & South America    4. Aus, NZ & the South Pacific    5. ME & India    6. North America    7. Africa         

 Cargo  Fishing  Harbour  Offshore  Passenger  Tanker  Yacht
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as at 31 December 2018
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In 2018, we witnessed a significant increase 
in traffic to our website and social media 
platforms. We encourage our Members 
and their brokers to sign up to our email 
alerts so that they may benefit from this 
value-added service.

As we look ahead we anticipate a period 
of change in the market as premiums start 
to harden and the competitive environment 
adjusts, but that does not mean that we can 
become complacent. In the current political 
climate, being Luxembourg domiciled brings 
great benefit as we are ready for change. 
We still have a great deal to do as we seek 
to maintain our position as the premier 
P&I insurer of smaller and specialised vessels. 

My colleagues at our Luxembourg head office 
and at our offices in Hong Kong, Singapore 
and London have the skills and focus to 
respond to the challenges that the market 
will bring. With their commitment, and by 
working with a collaborative Board, we strive 
to deliver the highest levels of service and 
support to our Members and their brokers.

SIMON SWALLOW
Chief Executive, The Shipowners’ Club

During 2018 we have 
continued to invest in our 
IT platforms and, as you 
would expect us to, we 
will continue to do so, in order 
that we continue to be best 
placed to support our 
Members, as effectively 
and efficiently as possible.”

FOR MORE INFORMATION

Sign up to our newsletter: 
www.shipownersclub.com

Follow us on Twitter: 
@ShipownersClub

Connect to us on LinkedIn: 
The Shipowners’ Club

CHIEF EXECUTIVE’S REPORT CONTINUED
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Our strategic 
priorities

STEADY  
GROWTH  

Over the long-term, to maintain 
steady growth in premium without 
ever sacrificing our underwriting 
disciplines – business proudly written 
for the mutual benefit of the Club.

CAPITAL  
ADEQUACY & RISK  
MANAGEMENT

To maintain a strong Balance Sheet 
to support independence including 
an A credit rating and a capital 
adequacy rating of AA/AAA and to 
satisfy compliance and regulatory 
requirements.

RETAINED  
BUSINESS  

Priority will be placed on business 
retention and nurturing our top 
50 broker relationships.

INCREASED  
OPERATIONAL  
EFFICIENCY

Achieve more with what we have 
– improve service, increase growth 
with same resources.

INCREASED  
BRAND  
RECOGNITION

Members, brokers, employees 
and markets to recognise the 
Club’s brand and understand 
its brand differentiators.

DEVELOPED  
STAFF  

Recruit, train and retain people 
who are technically outstanding, 
imaginative and committed to 
offering the highest service levels.

COLLABORATION  
  

Collaboration between branches 
and departments to provide  
a joined up approach to  
delivering initiatives.

CHIEF EXECUTIVE’S REPORT CONTINUED

STR
A

TEG
IC

 R
E

P
O

R
T



The Shipowners’ Club Annual Report 2018 11

BUSINESS REVIEW

Having reported reductions in annual 
premium income in each of our Annual 
Reports since 2014, we are pleased to 
announce that this year, growth in income 
has returned. The challenges we have faced 
have not entirely vanished but we believe 
that 2018 will prove to have been a turning 
point for the P&I market generally, even if 
not for certain sectors of our Membership.

Recent years have seen the general 
insurance market awash with capital looking 
to generate a return. Some of this has been 
used to support fixed premium P&I facilities 
which have sought to grow by offering, what 
we have always believed to be, unsustainably 
low premiums. A focus by the Lloyd’s market 
on profitability and a degree of consolidation 
has changed the fixed premium P&I 
landscape, resulting in a significant increase 
in new enquiries being received by the Club  
during the course of the year. 

During 2018, the number of new business 
quotes increased by 7% on 2017 and the 
number of quotes that we converted 
into new entries increased by some 39%. 
A larger number of new enquiries were 
also declined where we did not believe that 
the standard of operation was such that it 
could contribute positively to the overall 
Membership. The number of declined 
enquiries was up 34% on 2017. 

The level of new enquiries is an indication of 
the uncertainty created by consolidation in 
fixed premium facilities and changes in the 
insuring/reinsuring capacity which may put 
into question their potential longevity. This is 
rightly a factor owners should be taking into 
account given that we ourselves have open 
claims files going back over 20 years.

Overall, we saw income increase from every 
vessel sector with the exception of offshore. 
Despite a rise in oil price, the level of offshore 
activity worldwide remained subdued and 
as a result many of our Members continue 
to have their vessels laid up. A lower level 
of operations also results in fewer vessels 
requiring extensions to cover for contractual 
liabilities, specialist operations and extended 
towage. Year on year, we therefore saw a 
2.5% reduction in premium income from this 
sector, although it still represents around 
25% of the Club’s premium income.

In other sectors we witnessed premium 
income grow by up to 10%. The biggest 
growth came in the yacht, dry cargo 
and fishing sectors which all increased 
by around 10%. In the yacht sector, we 
continue to underwrite business direct 
through brokers but also through selected 
delegated authority arrangements. 

Underwriting

During 2018, the number of new business 
quotes increased by 7% on 2017 and the 
number of quotes that we converted into 
new entries increased by some 39%.
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0 5 10 15 20 25 30

 Barge  Cargo  Fishing  Harbour  Offshore  Passenger  Tanker  Yacht

2018

2017

2016

2015

2014

2013

2012

27,252,461

25,486,001

25,441,370

24,626,043

23,579,295

23,613,022

21,920,725

Gross tonnes

TOTAL ENTERED TONNAGE
as at 31 December 2018

BUSINESS REVIEW CONTINUED 
UNDERWRITING

Whilst this sector has exhibited relatively 
benign claims experience in previous years, 
two serious windstorm events and a spate of 
H&M fires will impact on the record for this 
year. Typhoon Yutu, which hit Saipan at the 
end of October 2018, resulted in the loss and 
subsequent wreck removal of one large 
yacht and the same month saw devastation 
in a number of Italian ports. Numerous 
yachts were sunk in ports such as Rapallo, 
some of which had entries with the Club. 
Wreck removal operations have therefore 
been undertaken. 

Dry cargo has been a focus for the fixed 
premium P&I facilities and it is in this sector that 
we see the highest number of new enquiries 
but at the same time, the highest rate of 
declined business. We continue to focus on 
the quality of the operation, the condition of 
the vessels and the trading pattern to ensure 
that these are proudly underwritten for 
the benefit of the Club as a whole. 

Fishing vessel entries were also substantially 
up during the year. Many of these were 
relatively small vessels operating in Australia 
and South Africa where the premium levels are 
modest relative to the transactional overheads. 
Competitors have been questioning the 
value in such business as a consequence 
and have been applying premium increases 
to cover the costs of processing. 

YACHT FIRE SAFETY AWARENESS 
WHILE DOCKED IN A MARINA

In the past year, several high-value yachts 
have caught fire while docked inside a 
marina. Fortunately, so far, no casualties 
have been reported. However, some of 
the yachts were either a complete loss or 
suffered thousands of Euros in damages.

When any yacht catches fire inside a marina 
there is a very high risk that the fire will 
spread rapidly to adjacent yachts. Therefore, 
fire safety awareness and the mindfulness of 
crew on board should not only be limited to 
their own yacht but also to surrounding 
yachts while docked inside a marina. 

READ MORE 
www.shipownersclub.com/lossprevention/
bulletin-yacht-fire-safety-awareness-while-
docked-in-a-marina/

The biggest growth came 
in the yacht, dry cargo and 
fishing sectors which all 
increased by around 10%.”

TOTAL ENTERED TONNAGE

27,252,461
(2017: 25,486,001)

+6.9%
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Whilst we understand this approach, 
we believe the solution is to use 
technology to reduce the transactional 
costs. On the back of our investment in 
a new underwriting functionality we are 
starting to use Robotic Process Automation 
(‘RPA’) for data input from our delegated 
underwriting authority partners. This same 
technology will also be used internally for 
automatic filing of correspondence.

0 5,000 10,000 15,000 20,000 25,000 30,000 35,000

 Barge  Cargo  Fishing  Harbour  Offshore  Passenger  Tanker  Yacht

2018

2017

2016

2015

2014

2013

2012

34,094

32,932

32,749

32,053

32,008

33,899

32,781

Vessels entered

TOTAL ENTERED VESSELS
as at 31 December 2018

BUSINESS REVIEW CONTINUED 
UNDERWRITING

TOTAL ENTERED VESSELS

34,094
(2017: 32,932)

+3.5%
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At the 2018 financial year end position, 
the Club has been notified of just over 2,800 
claims valued at just over US$ 96m. In terms 
of claims frequency this represents a 7% 
decrease on 2017 but a 20% increase in 
the incurred value of claims at the year end 
position. This result is significant as, although 
there is a small reduction in the overall 
frequency of claims, the incurred value 
of claims has risen following year on year 
reductions in the preceding four years. 

This trend is particularly apparent in the 
quantum bands above US$ 1m despite 
the fact that there is continued stability 
in the low frequency of claims at this level 
and despite the fact that these cases 
predominantly involved navigational 
incidents which gave rise to a liability for 
wreck removal, which is consistent with 
our previous claims experience.

Instead, it is apparent that the marked 
increase in the value of these claims has 
been driven by a number of additional factors 
coalescing to enhance the wreck removal 
exposure. Principally among these, has been 
the remote geographical location of the 
incidents combined with the increased 
intervention of local authorities. Of the four 
largest wreck removals performed in 2018, 
three have been conducted in remote parts 
of the Pacific Ocean. 

Claims

BUSINESS REVIEW CONTINUED

Although there is a small reduction in the 
overall frequency of claims, the incurred value 
of claims has risen following year on year 
reductions in the preceding four years. 

0 20 40 60 80 100 120

 0-5k  5-100k  100-250k  250-500k  500k-1m  1-5m  5-7m  7m+

2018

2017

2016

2015

2014

2013

96,200,207

80,106,846

92,972,252

107,114,278

117,743,539

89,779,946

Total incurred US$ m

TOTAL INCURRED VALUE OF CLAIMS
as at 31 December 2018

INCURRED VALUE OF  
CLAIMS IN 2018

+20%

READ MORE
About our Distinguished Claims Service:
www.shipownersclub.com/publications/
infographic-distinguishing-claims-service/
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Not only did this significantly increase the 
costs involved it was also a determinate 
factor in the vessels being declared a 
constructive total loss. 

Of particular note, among these claims was 
the capsize of a jack-up barge in the South 
China Sea. Notwithstanding the high value 
of the barge, the remote location of the 
incident was a contributing factor in salvors 
invoking the SCOPIC clause under the 
Lloyd’s Open Form salvage agreement. 
This was also a factor in the barge ultimately 
being accepted as a constructive total loss 
thereby crystallising the SCOPIC and wreck 
removal exposure. This claim was our only 
notification to the IG pool in 2018. 

In the quantum bands less than US$ 1m 
there has been a reduction in the value 
of claims in band US$ 0 – US$ 5,000 but 
in monetary terms this has been evenly 
balanced by an increase in the value of 
claims in band US$ 500k – US$ 1m. In all 
other respects our experience of claims 
notified in the bands under US$ 1m remains 
very stable reflecting the discipline of the 
Club’s underwriting and spread of risk. 

It has, however, been possible to identify 
the emergence of two noteworthy trends 
that will inform our underwriting and loss 
prevention initiatives in the year ahead. 

BUSINESS REVIEW CONTINUED 
CLAIMS

CONSTRUCTIVE TOTAL LOSS 
AND SCOPIC

Members may be aware of the significant 
Court of Appeal judgment in “The Renos” 
last year. The claim dealt with the 
question of whether SCOPIC costs 
could count towards a CTL calculation 
in a Hull and Machinery claim. Due to the 
way in which SCOPIC operates, it is more 
likely to apply in the salvage of smaller 
vessels, so the ruling was of particular 
interest to our type of membership.

The case has now been listed for appeal 
at the Supreme Court. As we prepare to 
hear the arguments on both sides, we 
invited James M. Turner QC of Quadrant 
Chambers and Marius Vitas from our 
LCC team, to summarise the key 
subjects of SCOPIC claims, CTLs and 
suggest how they think the Court of 
Appeal judgment might affect the 
industry, if upheld.

READ MORE 
www.shipownersclub.com/james-m-turner-
marius-vitas-constructive-total-loss-and-scopic/

0 500 1,000 1,500 2,000 2,500 3,000 3,500

 Files opened in Q1  Files opened in Q2  Files opened in Q3  Files opened in Q4

2018

2017

2016

2015

2014

2013

2,815

3,004

3,072

2,870

2,904

2,932

FILES OPENED
as at 31 December 2018

We have seen a marked increase in 
the number of claims for damage 
to subsea cables.”

FILES OPENED

2,815
(2017: 3,004)
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Firstly, we have seen a marked increase in the 
number of claims for damage to subsea cables, 
predominantly in Europe. Whilst in itself this 
signals an increase in the number of incidents 
involving subsea cable damage, we also believe 
that it reflects the greater propensity for the 
owners of the cables to identify and pursue the 
owners of the vessel alleged to have caused 
the damage. Our experience in handling these 
claims has also revealed that the liability 
position is not straightforward with significant 
variances between jurisdictions. 

The second emerging trend is the increased 
number of claims for damage to coral reefs. 
This has been particularly prevalent in 
South East Asia, where authorities and local 
landowners are becoming more alive to the 
prospect of compensation following incidents 
in areas of coral reef, even if the percentage 
of coral reef cover is minimal. 

BUSINESS REVIEW CONTINUED 
CLAIMS

PREVENTING AND MINIMISING 
CLAIMS AGAINST FISHING VESSELS

Over the past two years, the Club has seen 
eight damage to property claims allegedly 
caused by the snagging of fishing gear on 
subsea cables. Although the number of 
claims is reasonably low, due to the nature 
of the property suffering damage, the 
quantum of such claims is invariably high, 
sometimes reaching into millions of dollars. 
To raise awareness of such incidents the 
Club, in collaboration with Holman Fenwick 
Willan (HFW), has produced guidance which 
supplements our repository of dedicated 
fishing vessel publications.

Subsea cables have been laid on the seabed 
since the 1850s. Whilst the majority of 
recently installed cables are buried beneath 
the seabed, a percentage of cables are 
unburied, which are then at risk of being 
scoured out by tides and currents or being 
snagged by fishing gear. Once partially or 
totally uncovered, cables can become a risk 
to fishing vessels and equipment.

READ MORE 
www.shipownersclub.com/nicholas-kazaz-subsea-
cables-preventing-and-minimising-claims-against-
fishing-vessels/
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This is coupled with the fact that it is 
now more common for an allegation 
of fault to be made to claim damages 
directly from the vessel owner in excess 
of the social security scheme benefits. 

The development of back year claims 
in 2018 has been as predicted and has 
resulted in the expected release of 
reserves. This reflects our stated 
philosophy to reserve conservatively, the 
merits of which have also been confirmed 
by some deterioration in reserves on back 
year claims in Latin America. Such cases 
are representative of the long tail nature 
of claims in this region combined with 
high interest and indexation. For this 
reason, our analysis of back year claim 
developments is critical to what provision 
we make at year end but we are also 
aware that this often provides valuable 
insight to our future underwriting 
risk exposure. 

BUSINESS REVIEW CONTINUED 
CLAIMS

READ MORE 
About our Latin America jurisdiction guide:
www.shipownersclub.com/
publications/latam-jurisdiction-guide/
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BUSINESS REVIEW CONTINUED 

With over 56 years of combined experience 
at the Club, the Loss Prevention team are 
proud to provide a service based on a wealth 
of knowledge and expertise. However, in an 
industry that is currently witnessing some of 
the most significant changes in its history, we 
recognise that we cannot be complacent in 
our endeavours. 

As such, we continuously seek to identify 
and develop new guidance and initiatives to 
assist the Club’s growing Membership to 
mitigate the risks associated with their 
evolving operations. 

During 2018, the department produced 
several pertinent publications which 
addressed current industry conversations. 
Of particular note was the 2020 Global 
Sulphur Limit infographic. This guidance was 
developed after the department recognised 
that much of the available information on 
the upcoming legislation was very detailed 
and therefore quite arduous. 

The resulting infographic provided 
Members with accurate but concise 
information which was mindful of their 
specialised tonnage. This guidance proved 
to be one of the most visited pieces of 
content on our website in 2018 and 
continues to provoke interest in 2019.

Loss Prevention

We continuously seek to identify and develop 
new guidance and initiatives to assist the Club’s  
growing Membership to mitigate the risks  
associated with their evolving operations. 

THE 2020 GLOBAL SULPHUR LIMIT

From 1 January 2020, the limit for sulphur 
in fuel oil on board ships operating outside 
designated Emission Control Areas (ECAs) 
will be reduced from 3.50% to 0.50% 
particulate matter by mass (m/m). 

The limit will significantly reduce the 
amount of sulphur oxides emanating from 
ships into the atmosphere, improving air 
quality and protecting the environment 
while benefiting communities living 
close to ports and coasts.

The Club has created an infographic 
that answers some of the frequently 
asked questions about the sulphur limit 
and also provides recommendations on 
what Members can do to ensure their 
vessels meet the new lower sulphur 
emissions standard.

Click the link below to view the infographic 
and find out more information about the 
2020 Global Sulphur Limit.

READ MORE 
www.shipownersclub.com/lossprevention/
infographic-the-2020-global-sulphur-limit/
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BUSINESS REVIEW CONTINUED 
LOSS PREVENTION

Aside from the influence of industry 
observations, our Loss Prevention guidance 
is often guided by the Club’s claims 
experience. With the advent of new 
technologies, we are investigating new 
ways of harnessing data and enhancing 
analysis to inform our publications. 

Our long running Risk Assessment campaign 
exemplifies the way in which we use claims 
data to determine our initiatives, ensuring 
our Members receive the most up-to-date 
and relevant Loss Prevention advice.

The department’s established Condition 
Survey Programme (CSP) is a proactive 
service which provides our Members 
with the assurance that they are insuring 
their vessels alongside likeminded, high 
standard, operators that run their vessels 
to the same mutual standard. 

In 2018, 364 vessels were surveyed, 
including 20 follow up inspections to 
verify the rectification of defects. This 
was a reduction on 2017 when 383 surveys 
were carried out, however this is due to 
our targeted approach to the CSP which 
invariably results in fluctuations of 
surveys between different years. 

10

15
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22

4

17

25

1

VESSEL SURVEYS CARRIED OUT IN 2018 (%)

l Cargo 86 

l Barge 75 
l Tanker 60 
l Harbour 55 

l Passenger 37 
l Offshore 23 
l Fishing 15 

l Yacht 4 

READ MORE 
www.shipownersclub.com/
condition-survey-programme/

NUMBER OF SURVEYS
(2017: 383)

364

FOLLOW UP INSPECTIONS 
UNDERTAKEN

20

PER CENT OF SURVEYS  
WERE ON CARGO VESSELS

25

ENTRY INTO ENCLOSED SPACES 
RISK ASSESSMENT

Entry into enclosed spaces is a critical 
operation which, if not carried out 
diligently, can seriously jeopardise the 
safety of the personnel entering the 
enclosed space.

This is a subject that has received wide 
industry coverage over the years due to 
recurring incidents that have resulted in 
fatalities. Consequently, this has led to the 
introduction of regulations, ship board 
procedures, training courses and an 
abundance of available literature on 
the subject matter.

The Club has also contributed to these 
resources by producing the Enclosed 
Space Entry booklet, an enclosed space 
entry poster and several case studies.

This guidance addresses the various 
hazards associated with an enclosed space 
entry operation, enclosed space entry 
requirements and the more detailed points 
to be considered when implementing 
control measures to minimise the 
impact of the identified hazards.

READ MORE 
www.shipownersclub.com/entry-into-
enclosed-spaces-risk-assessment/
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BUSINESS REVIEW CONTINUED 
LOSS PREVENTION

With the advent of new technologies, we are 
investigating new ways of harnessing data and 
enhancing analysis to inform our publications.”

The data gathered from the CSP also 
contributes to the identification and 
deployment of the department’s Concentrated 
Inspection Campaigns (CIC’s). CIC’s are utilised 
to assess potential or prevailing areas of 
concern to assist with risk mitigation for 
our Membership. In 2018, three CIC’s were 
undertaken in response to trends in claims 
as well as more general industry concerns. 
The CIC’s were carried out on passenger 
vessels, assessing passenger care on board, 
and floating docks.

As we look to 2019, the Loss Prevention 
department has begun work on a new 
operating model that will enable the analysis 
of over 390 CSP criteria against claims and 
underwriting data. By efficiently capturing 
this information, the opportunity to identify 
trends from the defects observed whilst 
inspecting vessels will be more evident 
which will further enhance the Loss 
Prevention offering. 

READ MORE
www.shipownersclub.com/loss-prevention/

MONITORING PORT STATE 
CONTROL LISTS

During 2018, 156 Port State Control 
(PSC) Detention lists were monitored 
to verify if any of the Club’s entered 
vessels featured. These lists are issued 
by 13 different parties including the Paris, 
Tokyo and Black Sea Memorandums 
of Understanding. 

Our investigations resulted in 60 surveys 
being instigated, 52 of which were closed 
after reviewing the PSC rectification 
report or classification inspection form 
and/or the vessel being laid up or sold. 
Five surveys were undertaken which 
have now been subsequently closed 
and three await our surveyor’s 
attendance on board.

3
5

52

l  PSC Rectification or classification  
report received

l Surveys carried out 
l Ongoing surveys
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NO INCREASE IN CTRL RATES

Following our latest review of our rates 
and charges, CTRL have decided not 
to increase our rates for the second 
year running.

Clients of CTRL will already be aware 
that we offer favourable rates and flexible 
payment terms. We have made this 
decision to hold our rates at current levels 
against a background of rising legal costs, 
increasing complexity of legal disputes 
and ever changing marine regulations. 
For Members of the Shipowners’ Club, 
our rates are further discounted in line 
with the Club’s mutual ethos. 

CTRL Marine Solutions Ltd (CTRL) is a law 
firm which provides Members with bespoke 
Claims, Technical, Risk and Legal services at 
cost. CTRL continues to accept instructions 
from Members of the Club on a wide variety 
of shipping and personal injury disputes, 
including matters which are not traditionally 
covered by the Club. This provision of legal 
assistance at cost is particularly of value for 
operators in the prevailing economic climate 
and in the face of spiraling legal costs. 
CTRL represents a unique model driven 
by mutuality. This has been embraced by 
many Members of the Club who now see 
CTRL as their preferred legal services provider. 
The mutual model is reinforced by the fact 
that since CTRL was established in 2016, 
the rates have not increased. 

Since its formation, CTRL has been instructed 
on almost half of all English law legal matters 
in which the Club were involved. This 
represents a significant saving in costs 
for Members of the Club, given CTRL’s 
competitive rates when compared 
with other law firms. 

Members have taken full advantage of the 
CTRL Benefit Clause, which forms part of the 
cover provided by the Club. This entitles 
Members to two hours free legal work each 
year on qualifying English law matters, for 
covered and non-covered legal matters.

CTRL

BUSINESS REVIEW CONTINUED

CTRL Marine Solutions Ltd (CTRL) is a law firm 
which provides Members with bespoke Claims, 
Technical, Risk and Legal services at cost.

CTRL have been instructed 
on almost half of all English 
law legal matters in which 
the Club were involved.” 

FOR MORE INFORMATION
www.shipownersclub.com/ctrl-a-unique-
service-for-members/

www.ctrlmarinesolutions.com/
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Corporate Governance

22

BOARD MEETINGS

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 claims 
activity, the Managers provide updates 
on claims trends, updates on existing 
claims and new claims, claims which 
require Board consideration, as well 
as detail of particularly sizeable 
claims. The Board also receives 
presentations of new pool claims 
made by other clubs.

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 Le Royal Hotel, 12 Boulevard 
Royal, L-2449 Luxembourg, on Thursday 
23rd May 2019 at 09:00 hours for 
the following purposes:

 • To approve the Report of the Directors 
and the Accounts for the year ended 
31st December, 2018, and the Report 
of the Auditors thereon;

 • To elect Directors;
 • To undertake the appointment of the 

statutory auditors (Réviseur d’Entreprises 
Agréé) for the financial year ending 
31st December 2019 and to consider 
the remuneration thereof;

 • To review the level of Directors’ Fees; and
 • 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 
3 April 2019

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

GOVERNANCE

READ MORE
www.shipownersclub.com/about-us/
board-of-directors
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GOVERNANCE CONTINUED

Our Board of Directors

From left to right:  
1. Richard Knight; 2. William Everard CBE; 3. Dr. Yves Wagner; 4. Mark Whitaker; 5. Philip D. Orme;  
6. Kathy Meads; 7. Donald MacLeod; 8. Dato’ Capt. Ahmad Sufian; 9. Ali Gürün; 10. Anthony Briggs;  
11. Reverend Canon Stephen Miller; and 12. Alfred Hübner. Dr. David Ho, JP – Not present. 

THE SHIPOWNERS’ CLUB

DIRECTORS OF THE ASSOCIATION

Anthony Briggs 
Australia

Reverend Canon  
Stephen Miller 
Hong Kong

Dr. David Ho, JP 
Hong Kong

Ali Gürün 
Turkey

Alfred Hübner 
Chile

Richard Knight 
United Kingdom

Donald MacLeod 
Canada

Kathy Meads 
New Zealand

Dato’ Capt. Ahmad Sufian 
Malaysia

Dr. Yves Wagner 
Luxembourg

Mark Whitaker 
United Kingdom

REMUNERATION  
COMMITTEE

William Everard CBE 
(Chair)
Donald MacLeod
Philip Orme
Mark Whitaker

AUDIT AND RISK 
COMMITTEE

Kathy Meads  
(Chair)
Dr. David Ho, JP
Philip Orme
Dr. Yves Wagner
Mark Whitaker

FINANCE  
COMMITTEE

Donald MacLeod  
(Chair)
Anthony Briggs
Richard Knight
Philip Orme
Dato’ Capt. Ahmad Sufian
Dr. Yves Wagner

CHAIRMAN OF THE ASSOCIATION

Philip D. Orme
Dubai

VICE-CHAIRMAN OF THE ASSOCIATION

William Everard CBE
United Kingdom
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The Board Finance Committee

 • Determining strategic objectives, 
acceptable level of risk and key policies

 • Effective discharge of its obligations 
and meeting at least once a quarter in 
order to monitor the development of 
the Club’s activities

 • Delegation to the Club Managers, 
The Shipowners’ Protection Limited, a 
wholly owned subsidiary of the Club, of 
operational management of the Club while 
maintaining ultimate oversight of, and 
responsibility for the management

 • Providing oversight through scrutiny 
at every quarterly meeting of the Club’s 
business operation on the basis of reports 
prepared by the Managers

 • Engaging in constructive and critical 
discussion of the strategy and key 
policies put forward by the Managers 
and contributing to their development

 • Monitoring and reporting to the Board 
the quarterly financial position of the Club, 
including the annual financial result

 • Monitoring key Solvency II financial and 
solvency measures

 • Making recommendation to the Board 
and its subsidiaries on annual expense 
plans and budgets, specific capital projects, 
acquisitions, joint ventures and divestitures, 
structure, initiatives and regulatory matters

 • Investment strategy, including plans and 
strategies for hedging and mitigating risk, 
foreign currency exchange, interest rate 
exposure and other risk exposures

 • Appointment and terms of engagement, 
including remuneration, of the external 
investment managers

 • Monitoring and reporting to the Board 
on the performance of the external 
investment managers

 • Liaising with the subsidiary companies 
as applicable on implementation of the 
above matters

Audit and Risk Committee Remuneration Committee

 • Monitoring the integrity of the financial 
reporting process and the financial statements 
and any formal announcements relating to 
financial performance

 • Reporting to the Board on the statutory 
audit outcome and its contribution to the 
integrity of financial reporting

 • Reviewing the Club’s significant accounting 
policies and any changes to them

 • Making recommendations to the Board 
and its subsidiaries as to the terms of 
engagement, including the remuneration, 
of the external auditors

 • Reviewing the external auditors’ 
independence and objectivity, including 
with respect to any non-audit services

 • Reviewing with the external auditors the 
findings of their work

 • Reviewing the effectiveness of the corporate 
governance framework and other operational 
matters required under Solvency II

 • Reviewing the effectiveness of the internal 
control and risk management systems

 • Maintaining oversight of the Club’s risk 
and regulatory compliance processes 
and procedures and monitoring their 
effectiveness

 • Monitoring significant risk and regulatory 
matters affecting the Club and resolution 
of any material compliance or regulatory 
breaches or other matters arising

 • Determining and agreeing employment, 
termination and retirement conditions, 
and remuneration and benefit packages 
of senior employees

 • Reviewing the overall annual percentage 
increase in management company staff 
salaries and the structure and application 
of the discretionary bonus scheme

 • Monitoring and reviewing succession 
planning for senior management including 
prospective senior appointments

 • Agreeing appropriate levels of 
remuneration for Directors of the Club 
and its subsidiary companies

The Committees and  
their responsibilities

GOVERNANCE CONTINUED
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GOVERNANCE CONTINUED

Board Meeting 
Mumbai, February-March 2018 
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The Managers presented an update on the 
reinsurance renewal for 2018/19. The update 
highlighted the renewal terms that had been 
achieved for the International Group’s Excess 
of Loss reinsurance contract as well as the 
Club’s main reinsurance contracts. 

The Board received a report from the 
Managers which updated on the 20 February 
2018 renewal. The Board heard that no clubs in 
the IG had requested a General Increase 
and noted the slight improvement in trading 
conditions compared to the previous year.

The Managers provided an update and 
overview of the new EU General Data 
Protection Regulation (GDPR). Key changes 
in rights, definitions, organisational impact 
and regulation were outlined. 

The Board received an update on Solvency II. 
This report covered recent regulatory 
developments, scenario testing and results 
and upcoming reporting requirements. 

The Managers presented an update on 
the Club’s preparations for the UK exiting 
the EU (“Brexit”). The update outlined key 
actions taken in order to mitigate the 
impacts of Brexit on the Club. 

The Board received a report from the 
Chief Executive which updated on many 
topics, including the impact of IT on the 
business, the strategic roadmap, current 
market conditions, and the Club’s 
preparedness for autonomous vessels.

The Managers presented an update on the 
position of the Club’s IT and Business 
Architecture infrastructure and the planned 
changes within the organisation and the future 
of technology and its impact on the insurance 
and shipping industries.

The Board considered an opportunity to invest 
in an IT partner. The high-level structure of the 
proposed deal and the valuation proposed was 
outlined and discussed. At the conclusion of 
the discussion the Board agreed to proceed 
with the transaction.

The Chair 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 financial performance.

The Managers provided 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 received an update on the 2006 
Maritime Labour Convention and the Board 
authorised the International Group to make 
certain representations to the ILO MLC Special 
Tripartite Committee on the Club’s behalf.
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GOVERNANCE CONTINUED

Board Meeting 
Luxembourg, May 2018 
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The Board agreed to close the 2015 policy 
year without additional calls, and to maintain 
its policy of nil additional calls and nil release 
calls on all open policy years.

The Managers provided an update on the 
Club’s preparedness for Brexit. 

The Board was provided with an update on the 
Club’s investment in an IT partner. Some of the 
legal and governance issues were discussed 
and the Board approved the Club’s representatives 
on the IT partner’s Board. 

The Managers presented an update on the 
‘protected cell company’, Hydra, which is a 
reinsurance captive for the 13 International 
Group Clubs. The structure, benefits and 
performance of the program were all 
presented.

The Board had an open discussion on 
strategic planning initiatives. Directors 
provided ideas, and each was considered by 
the Board in order to provide guidance to the 
Managers in preparation for their upcoming 
Strategic Planning meeting.

Mr Everard stepped down from the Club’s 
Finance Committee and the Audit and Risk 
Committee and was elected Vice President 
of the Club’s Board.

Mr David Jamieson and Mr Iain Webb-Wilson 
stepped down from the Board, with the 
Board’s very best wishes and Reverend Canon 
Stephen Miller was co-opted to the Board.

The meeting in the Club’s 
domicile of Luxembourg 
also included the Annual 
General Meeting.

The Board received a report from the 
Chief Executive which updated on several 
matters including IT and cyber security, 
the shipping and insurance markets, an 
update on International Group results, 
the current sanctions situation and the 
Club’s work on autonomous vessels. 

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 Board received a presentation of the 
actuarial function report. This highlighted the 
four areas that the Club’s actuarial function 
must consider and reported that no 
significant issues were raised in any area. 

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 Audit and Risk Committee which 
included presentation of the accounts for the 
period to 31 December 2017 and related audit. 
The most recent internal audit findings were 
highlighted to the Board. 
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The Board received an update on the Club’s 
claims which included claims statistics and 
a focus on crew claims. 

A number of prominent and high value claims 
were then presented. A Claim for adjudication 
was considered by the Board and the Board 
decided to uphold the Manager’s decision. 

The Managers provided a presentation on 
the Club’s new Enhanced Pre-Employment 
Medical Examination (EPEME). The operations, 
development and benefits were discussed 
as was the potential costs and savings of 
the scheme.

A sanctions update paper was presented 
and noted by the Board. 

The Managers provided the Board with an 
update on Brexit. The focus of the update was 
on the arrangements that the Club was putting 
in place in order to cater for a ‘no deal’ Brexit.

The Board received a performance update 
on its newly acquired investment in Jumar 
Holdings Limited. The update covered 
financial performance, strategic initiatives 
and developments at Jumar. 

The Managers provided the Board with an 
update on the Club’s CTRL Marine Solutions Ltd 
Subsidiary. The update included the 2018 
business initiatives and half year results. 

The Board received a report on the International 
Group, which included a review of market 
developments, financial results and Club’s 
Solvency and Financial Condition Reports. 

The Club’s Directors were joined by 
Directors from the Club’s reinsurance 
subsidiaries, which hold the majority 
of the Club’s financial assets. 

The Chief Executive provided an update to the 
Board, covering the Club’s presence in the region, 
market conditions, business development, 
reinsurance, IT and the International Group. 
The Board delegated authority to the CEO 
to apply discretion in certain LADC cover 
incidents for amounts up to a specified limit.

The Board considered a report which covered 
the Club’s loss prevention department, 
including an illustration of the audit work and 
other initiatives including a Sleep and Fatigue 
at Sea project undertaken by the department.

Mr Steven Gordon of Clarksons Research 
presented the Board a shipping market update. 
This included an in-depth presentation on 
managing the shipping cycle, global trade, 
world fleet ownership, shipbuilding and 
offshore and energy.

The Chair of the Finance Committee provided 
an update from the most recent meeting. 
This included an update on the Club’s financial 
results including investment returns and 
compliance and a summary of the presentation 
given by the Chief Economist of the Club’s Bank. 

The Chair of the Audit and Risk Committee 
provided an update from the most 
recent meeting.
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The Chief Executive presented a report to 
the Board which updated Directors on the 
P&I Club’s renewal strategies, the IMO’s 2020 
Global Sulphur cap, the Club’s business and 
technology project planning, changes at the 
International Group and the focus of the Club’s 
Management for the next quarter. 

The Managers presented a report which 
highlighted the proposed rule changes for 
consideration at an Extraordinary General 
Meeting to be held in January 2019. The Board 
agreed these proposed changes.

The Board received an update on the Singapore 
and Hong Kong branches. The Club’s Chinese 
business was discussed. 

The Board received an update from 
representatives of the Club’s Reinsurance 
Brokers, Willis. The update covered the 
Club’s reinsurance programme, an update 
on the reinsurance market generally and 
expectations for the 2019 program.

The Chair of the Remuneration Committee 
provided an update to the Board. 

A report was received by the Board on the 
matter of Brexit. This included an update 
on progress made to date on the Club’s 
Brexit contingency plan.

The Managers provided a report 
which analysed the Club’s business. 
This included an analysis of pooled and 
non-pooled business and a performance 
review of the various sectors by 
geography, vessel category and size.

The Board received a presentation on the 
2019/20 policy year renewal. The Board 
agreed a ‘nil’ general increase and approved 
the renewal as presented.

The Board received a presentation from the 
Managers which outlined the 2019/21 strategic 
business plan and financial forecasts. The plans 
were reviewed by the Board and, after due 
consideration and input, were approved.

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 Chair of the Audit and Risk Committee 
provided an update on the most recent meeting 
of the Committee. The update included reports 
from the internal auditors, an update on risk 
management and an update on the three-year 
rolling audit plan. 

The Chair of the Remuneration Committee 
provided an update to the Board. 



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

DIRECTORS
The current Directors of the Association 
are shown on page 23 and they held 
office throughout the year, with the 
exception of Rev. Canon S. Miller who 
joined the Board with effect from 5 
September 2018. Messrs D. Jamieson 
and I. Webb-Wilson held office until 
their retirement at the Annual General 
Meeting on 24 May 2018. Messrs. A. H. 
Briggs, W.D. Everard, A. Hubner and 
Dato’ Capt. Ahmad Sufian will all retire in 
accordance with the Constitution at the 
forthcoming Annual General Meeting 
and, each being eligible and with 
their agreement, offer themselves 
for re-election. Rev. Canon S. Miller, 
who was co-opted to the Board on 
5 September 2018, will retire in 
accordance with the constitution 
and offer himself for re-election.

REPORT OF THE DIRECTORS

The Directors have pleasure in presenting their 
report and the financial statements of the Club 
for the year to 31 December 2018.

FINANCIAL REVIEW
The Board of Directors hereby submits the 
annual accounts, for the financial year ended 
31 December 2018, prepared in conformity 
with the requirements of the company law, 
as amended.

The Club has generated a deficit for the year of 
US$ 37.9m (2017: surplus of US$ 47.7m). This 
deficit is primarily the result of an underwriting 
loss of US$ 8.2m (2017: surplus of US$ 1.8m) 
and a loss from the investment portfolio of 
US$ 28.9m (2017: gain of US$ 47.5m).

The Club has seen an increase in earned 
income during the year of 3.4%. The previous 
year’s Report of the Directors noted that the 
ongoing stability in Member numbers, vessel 
numbers and tonnage would stand the Club 
in good stead as and when the soft insurance 
market and the fortunes of the shipping 
market turned. There have been early signs 
of this happening during 2018 and the Club 
has benefitted from organic growth from 
existing Members as well as being able to 
respond to enquiries from new Members 
who wish to place their faith in the 
Shipowners’ Club. The Club is always pleased 
to receive such enquiries and will seek to 
offer terms which represent good value to 
the prospective Member, but which also 
represent fair value to the Club’s existing 
Members as well. 
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This spirit of mutuality is central to the Club’s 
ethos and is a distinct feature, which results 
in a focus on writing appropriate risks at 
appropriate prices. The Directors are once 
again pleased to note growth in tonnage, 
vessel numbers and Member numbers 
during the year. 

Whilst there has been growth in income the 
Club has also seen ongoing growth in costs, 
not least in claims costs and administrative 
expenses. The Board was alive to the 
likelihood of increased costs during 2018 and 
did consider seeking an increase in premium 
from Members to mitigate this. However, 
given the capital strength of the Club, 
coupled with the difficult market conditions 
being seen in shipping and insurance 
markets the Board decided to budget for a 
small underwriting loss in the year. This 
resulted in an underwriting loss of US$ 8.2m 
(which gave a combined ratio of 104.2%, 
compared to the budget of 105%).

A major contributor to the Club’s 
underwriting result is the level of claims cost. 
The total claims cost for 2018 was US$ 
151.0m (net of reinsurance recoveries) which 
was US$ 14.8m higher than the prior year. 
The Club’s share of International Group Pool 
claims was broadly similar, year on year, but 
the Club’s own Member claims costs saw an 
increase of some US$ 13.0m. The Club’s 

policy is to take an appropriately cautious 
approach to estimating the cost of claims 
and this has continued throughout 2018.

Operating expenses amounted to US$ 52.2m 
(2017: US$ 48.7m). Operating expenses 
include the acquisition costs incurred from 
Members’ brokers (which saw an increase of 
US$ 1.8m in the year, partly as a result of 
writing new business) as well as the 
administrative costs of running the Club.

The Club’s investment portfolio returned an 
overall loss in the year of US$ 28.9m. Unlike 
the prior year, the major financial markets, in 
both equities and fixed income, were almost 
universally negative in 2018. The Club’s year 
end cut-off of 31 December 2018 coincided 
with a relative low point in the world’s 
financial markets. Whilst the resulting loss on 
the Members’ portfolio was unwelcome the 
Club takes a long-term view to its investment 
strategy and it is the case that the Members’ 
return on investments has seen a positive 
trend over many years.

The year end saw the Club report net assets 
of US$ 303.8m. This strong capital position, 
which is reflected in the Club’s A rating from 
Standard & Poor’s leaves the Club well placed 
to continue to provide high quality, well 
priced P&I insurance to its Members into 
2019 and beyond.

NET ASSETS (US$)

303.8m
(2017: US$ 341.7m)

OFFICES

The Club has its head office in Luxembourg 
and branches in: London, Singapore, 
Hong Kong and Canada.

CONTACT US
www.shipownersclub.com/contact

FOR MORE INFORMATION
See our financial highlights: 
P02

See Board meetings:  
P25-28

See Directors of Association:  
P23
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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 to 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.

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 key 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 impact; an acceptable level of 
risk (‘risk appetite’) is identified for each 
risk, and controls are established which 
seek 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 
and effectiveness 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.

RISK MANAGEMENT FRAMEWORK

THE BOARD

AUDIT AND RISK COMMITTEE

CREDIT RISK UNDERWRITING RISK

MARKET RISK REGULATORY RISK

CURRENCY RISK RESERVING RISK

LIQUIDITY RISK OPERATIONAL RISK
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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 and/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 
deliver stable 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 2018 policy 
year individual claims of between 
US$ 10m and US$ 100m are pooled. 
Above this level, the International Group 
purchases reinsurance protection up 
to some US$ 3bn on behalf of all 
pooled Members.

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.

REPORT OF THE DIRECTORS CONTINUED
RISK MANAGEMENT
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The Club has a defined process to monitor 
compliance with worldwide regulatory issues 
and to respond to any new developments 
as they are identified.

The UK’s exit from the EU (Brexit) presents 
a specific regulatory and operational risk 
for insurance companies. Whilst the political 
situation remains uncertain, the Club is 
satisfied that, based on the understanding 
at the date of this report, it can continue to 
service its Members, wherever domiciled and 
wherever active, through its geographic and 
regulatory diversification. Specifically, the 
Club has an approved presence in both the 
UK and in the EU and as such can continue 
to operate in both jurisdictions post Brexit.

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 regular 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 provided by trusted third 
parties, and are regularly monitored by the 
Finance Committee of the Board, as well 
as by the internal audit function.

REPORT OF THE DIRECTORS CONTINUED
RISK MANAGEMENT
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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 seeking to 
match 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 on 
administrative expenses.

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. The Club 
is well capitalised, as a result of many years 
of disciplined underwriting and prudent 
financial management, and it meets the 
Solvency II capital requirements comfortably.

AUDITORS
The Annual General Meeting will consider 
the appointment of auditors for the financial 
Year end 31 December 2019.

PHILIP D. ORME
Chairman, The Shipowners’ Club
 
3 April 2019

REPORT OF THE DIRECTORS CONTINUED
RISK MANAGEMENT

As a result of its most recent 
review, credit rating agency 
Standard & Poor’s has rated 
the Club ‘AAA’ from a capital 
adequacy perspective.”

FIN
A

N
C

IA
L R

E
V

IE
W



35The Shipowners’ Club Annual Report 2018

REPORT ON THE AUDIT OF THE 
CONSOLIDATED ACCOUNTS
Opinion
We have audited the consolidated accounts 
of The Shipowners’ Mutual Protection and 
Indemnity Association (Luxembourg) and its 
subsidiaries (the “Group”), which comprise 
the consolidated balance sheet as at 
December 31, 2018, and the consolidated 
profit and loss account for the year then 
ended, and notes to the consolidated 
accounts, including a summary of 
significant accounting policies.

In our opinion, the accompanying 
consolidated accounts give a true and fair 
view of the consolidated financial position 
of the Group as at December 31, 2018, and of 
the consolidated results of its operations for 
the year then ended in accordance with the 
basis of accounting as defined in note 2.

Basis for opinion
We conducted our audit in accordance 
with the Law of 23 July 2016 on the audit 
profession (“Law of 23 July 2016”) and 
with International Standards on Auditing 
(“ISAs”) as adopted for Luxembourg by the 
“Commission de Surveillance du Secteur 
Financier” (“CSSF”). Our responsibilities 
under those Regulation, Law and standards 
are further described in the « Responsibilities 
of “Réviseur d’Entreprises agréé” for the audit 

of the consolidated accounts » section of our 
report. We are also independent of the Group 
in accordance with the International Ethics 
Standards Board for Accountants’ Code of 
Ethics for Professional Accountants (“IESBA 
Code”) as adopted for Luxembourg by the 
CSSF together with the ethical requirements 
that are relevant to our audit of the 
consolidated accounts, and have fulfilled 
our other ethical responsibilities under 
those ethical requirements. We believe 
that the audit evidence we have obtained 
is sufficient and appropriate to provide a 
basis for our opinion.

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

REPORT OF THE REVISEUR D’ENTREPRISES AGREE

To the Members of The Shipowners’ 
Mutual Protection and Indemnity Association 
(Luxembourg) 16, Rue Notre-Dame 
L-2240 Luxembourg

Report of the reviseur d’entreprises agree
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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.

RESPONSIBILITIES OF THE 
BOARD OF DIRECTORS FOR THE 
CONSOLIDATED ACCOUNTS
The Board of Directors is responsible for 
the preparation and fair presentation of 
the consolidated accounts in accordance 
with Luxembourg legal and regulatory 

requirements relating to the preparation and 
presentation of the consolidated 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 consolidated accounts 
that are free from material misstatement, 
whether due to fraud or error.

In preparing the consolidated accounts, the 
Board of Directors is responsible for assessing 
the Group’s ability to continue as a going 
concern, disclosing, as applicable, matters 
related to going concern and using the going 
concern basis of accounting unless the Board 
of Directors either intends to liquidate the 
Group or to cease operations, or has no 
realistic alternative but to do so.

RESPONSIBILITIES OF THE RÉVISEUR 
D’ENTREPRISES AGRÉÉ FOR THE AUDIT 
OF THE CONSOLIDATED ACCOUNTS
The objectives of our audit are to obtain 
reasonable assurance about whether the 
consolidated accounts as a whole are free 
from material misstatement, whether due 
to fraud or error, and to issue a report of 
“Réviseur d’Entreprises agréé” that includes 
our opinion. Reasonable assurance is a high 
level of assurance, but is not a guarantee that 
an audit conducted in accordance with the 
Law of 23 July 2016 and with ISAs as adopted 
for Luxembourg by the CSSF will always 

detect a material misstatement when it 
exists. Misstatements can arise from fraud 
or error and are considered material if, 
individually or in the aggregate, they could 
reasonably be expected to influence the 
economic decisions of users taken on the 
basis of these consolidated accounts.

As part of an audit in accordance with 
the Law of 23 July 2016 and with ISAs as 
adopted for Luxembourg by the CSSF, 
we exercise professional judgment and 
maintain professional skepticism 
throughout the audit. We also:

 • Identify and assess the risks of material 
misstatement of the consolidated 
accounts, whether due to fraud or error, 
design and perform audit procedures 
responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate 
to provide a basis for our opinion. The risk 
of not detecting a material misstatement 
resulting from fraud is higher than for one 
resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, 
misrepresentations, or the override of 
internal control.

 • Obtain an understanding of internal 
control relevant to the audit 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 Group’s 
internal control.

 • Evaluate the appropriateness of 
accounting policies used and the 
reasonableness of accounting estimates 
and related disclosures made by the 
Board of Directors.

 • Conclude on the appropriateness of Board 
of Directors’ use of the going concern basis 
of accounting and, based on the audit 
evidence obtained, whether a material 
uncertainty exists related to events or 
conditions that may cast significant doubt 
on the Group’s ability to continue as a 
going concern. If we conclude that a 
material uncertainty exists, we are required 
to draw attention in our report of “Réviseur 
d’Entreprises agréé” to the related 
disclosures in the consolidated accounts 
or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are 
based on the audit evidence obtained up 
to the date of our report of “Réviseur 
d’Entreprises agréé”. However, future 
events or conditions may cause the Group 
to cease to continue as a going concern.

 • Evaluate the overall presentation, structure 
and content of the consolidated accounts, 
including the disclosures, and whether the 
consolidated accounts represent the 
underlying transactions and events in a 
manner that achieves fair presentation.

REPORT OF THE REVISEUR D’ENTREPRISES AGREE CONTINUED
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 • Obtain sufficient appropriate audit 
evidence regarding the financial 
information of the entities and business 
activities within the Group to express 
an opinion on the consolidated accounts. 
We are responsible for the direction, 
supervision and performance of the 
Group audit. We remain solely 
responsible for our audit opinion.

We communicate with those charged with 
governance regarding, among other matters, 
the planned scope and timing of the audit 
and significant audit findings, including any 
significant deficiencies in internal control 
that we identify during our audit.

REPORT ON OTHER LEGAL AND 
REGULATORY REQUIREMENTS
The consolidated management report, which 
is the responsibility of the Board of Directors, 
is consistent with the consolidated accounts 
and has been prepared in accordance with 
applicable legal requirements.

OTHER MATTER
The Shipowners’ Mutual Protection and 
Indemnity Association (Luxembourg) has 
prepared a separate set of consolidated 
accounts for the year ended December 31, 
2018 in accordance with Luxembourg legal 
and regulatory requirements relating to the 
preparation of the consolidated accounts on 
which we issued a separate report of 
“Réviseur d’Entreprises agréé” to the 
Members of The Shipowners’ Mutual 
Protection and Indemnity Association 
(Luxembourg) dated 4 April 2019.

Luxembourg, 4 April 2019

S. NYE
KPMG Luxembourg,  
Société coopérative  
Cabinet de révision agréé

REPORT OF THE REVISEUR D’ENTREPRISES AGREE CONTINUED
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Note
31 December 2018 31 December 2017

US$ ‘000 US$ ‘000 US$ ‘000 US$ ‘000
ASSETS
Intangible assets 
Intangible assets 4 22,371 16,182

22,371 16,182
Investments
Investments in affiliated undertakings and participating interests

Participating interests accounted for under the equity method 5 966 –
Other financial investments

Shares and other variable yield transferable securities and units in unit trusts 5 145,713 168,422
Debt securities and other fixed income transferable securities 5 373,348 408,528
Deposits with credit institutions 15,815 17,013 

535,842 593,963
Reinsurers’ share of technical provisions
Provision for Unearned Premium 6 3,970 3,596
Claims outstanding 84,191 82,697

88,161 86,293
Debtors
Debtors arising out of direct insurance operations

Policy holders 46,141 42,976
Intermediaries 71 3

Debtors arising out of reinsurance operations 7 2,665 5,386
Other debtors 1,353 1,761

50,230 50,126
Other assets
Tangible assets and stocks 8 12,547 2,320
Cash at bank and in hand 121,629 98,533

134,176 100,853
Prepayments and accrued income
Accrued interest 3,052 3,049
Deferred acquisition costs 8,968 8,334
Other prepayments and accrued income 416 593

12,436 11,976
TOTAL ASSETS 843,216 859,393

The notes on pages 42 to 49 form part of 
these Consolidated Annual Accounts.

Approved by the Board on 3 April 2019

PHILIP D. ORME
Chairman

DR. YVES WAGNER
Director
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CONSOLIDATED BALANCE SHEET CONTINUED
AS AT 31 DECEMBER 2018

Note
31 December 2018 31 December 2017

US$ ‘000 US$ ‘000 US$ ‘000 US$ ‘000

LIABILITIES
Capital and reserves 
Legal reserve 300 300
Contingency reserve 341,426 293,741
Profit or Loss for the financial year (37,901) 47,685

9 303,825 341,726
Technical provisions
Provision for Unearned Premiums 63,457 59,333
Claims outstanding – gross amount 6 440,348 425,420

503,805 484,753
Provision for other risks and charges
Provision for taxation 438 672

Creditors 3
Creditors arising out of direct insurance operations

Policy holders 6,235 7,851
Intermediaries 11,425 9,578

Creditors arising out of reinsurance operations 9,646 7,418
Other creditors 1,352 1,491

28,658 26,338

Accruals and deferred income 6,490 5,904

TOTAL LIABILITIES 843,216 859,393

The notes on pages 42 to 49 form part of 
these Consolidated Annual Accounts.
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CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2018

The notes on pages 42 to 49 form part of 
these Consolidated Annual Accounts.Note

31 December 2018 31 December 2017
US$ ‘000 US$ ‘000 US$ ‘000 US$ ‘000

TECHNICAL ACCOUNT – NON-LIFE INSURANCE BUSINESS
Earned Premiums
Gross premiums written 10 228,391 217,832
Outward reinsurance premiums 11 (29,644) (29,314)
Change in the gross Provision for Unearned Premiums (4,124) (1,491)
Change in the provision for unearned premiums, reinsurers’ share 11 374 (392)

194,997 186,635
Allocated investment return transferred from the non-technical account (28,754) 47,479

Claims incurred net of reinsurance
Claims paid

Gross amount 12 (147,508) (138,215)
Reinsurers’ share 11,12 9,903 14,798
Net claims paid (137,605) (123,417)

Change in the Provision for claims outstanding
Gross amount 12 (14,928) 8,021
Reinsurers’ share 11,12 1,495 (20,769)
Change in the net provision for claims (13,433) (12,748)

(151,038) (136,165)
Net operating expenses
Acquisition costs 13 (31,395) (29,353)
Change in deferred acquisition costs 634 309
Administrative expenses (21,395) (19,665)

(52,156) (48,709)

Balance on the technical account for non-life insurance business (36,950) 49,240
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CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2018

The notes on pages 42 to 49 form part of 
these Consolidated Annual Accounts.Note

31 December 2018 31 December 2017
US$ ‘000 US$ ‘000 US$ ‘000 US$ ‘000

NON-TECHNICAL ACCOUNT
BALANCE ON THE TECHNICAL ACCOUNT FOR NON-LIFE INSURANCE 
BUSINESS (36,950) 49,240
Investment income
Income from other investments 14,411 12,462
Income from participating interests 5 (268) –
Value re-adjustments on investments – 16,778
Gains on the realisation of investments 14 7,787 28,198

21,930 57,438
Investment charges
Investment management charges, including interest (2,412) (2,505)
Value adjustment on investments (32,650) (18)
Losses on the realisation of investments 14 (15,622) (7,436)

(50,684) (9,959)
(28,754) 47,479

Allocated investment return transferred to the non-life insurance technical account 28,754 (47,479)
Other charges, including value adjustments 15 (236) (37)
Tax on profit or loss on ordinary activities 16 (714) (1,518)

Profit or (Loss) for the financial year 9 (37,901) 47,685
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NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS
FOR THE YEAR ENDED 31 DECEMBER 2018

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.

Basis of Presentation 
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 
December 8, 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. 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.

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 daily rate prevailing at the transaction date. Differences arising on currency translation are 
included in the exchange gains and losses in the non-technical account.

(ii) Premiums
Premiums incepting prior to the balance sheet date are shown gross of acquisition costs and net of 
applicable refunds, discounts and cancellations. The income is accounted for on an accruals basis 
and is therefore recognised in the accounting periods to which the underwritten risk relates.

(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 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 Years by reference to the date of the incident and 
reinsurance recoveries are matched accordingly. Management expenditure is allocated to the 
current Policy Year.
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NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2018

(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 in affiliated undertakings and participating interests
Participating interests are valued following the equity method, taking into account the 
proportion of the capital and reserves of these undertakings.

Initial recognition
At acquisition date, the participating interests are initially booked at the amount 
corresponding to the proportion of the capital and reserves represented by the participating 
interests. The difference between acquisition cost and the proportion of capital and reserves 
is accounted for as goodwill and amortised over a period of five years.

Subsequent measurement
The book value shall be increased or reduced by the amount of the variation which has taken 
place during the financial year in the proportion of capital and reserves represented by the 
participating interest. This amount shall be reduced by the amount of net intercompany 

transactions in the proportion of the capital held in the participating interest. It shall be 
reduced by the amount of the dividends relating to that participating interest (if any).

Other financial 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) Tangible fixed assets and stocks
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 equipments  50% per annum  
Furniture & Fixtures  33.3% per annum 
Leasehold improvements  over the remaining life of the lease  
Communications hardware  20% per annum 
Property and Plant   Consists of a leasehold property which is  

depreciated over the lease term of 70 years.

(xiv) Intangible Assets
Software Development
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. The Club capitalises 
internal and external computer software development costs when the following apply: where the 
software is separately identifiable, the Club has control over the software and where it can be 
demonstrated that they provide future economic benefits for the Club through facilitating revenue 
or improved processes. The costs capitalised include administrative and other general overhead 
expenditure when they can be directly attributed to the software development and preparing it for 
use. The useful economic life of internally generated software is estimated to be five years.

Goodwill
Goodwill represents the excess of the cost of acquisition over the book value of the net assets 
acquired in the participating interests. Goodwill is amortised over the period of 5 years. 
Goodwill deemed to be impaired will be written down to its impaired value.
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(xv) 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.

(xvi) 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.

(xvii) 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 include 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.

(xviii) Creditors
Creditors are included in liabilities at settlement value. Any differences arising on settlement 
of the debt are recognised then.

(xix) 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.

(xx) Forward foreign exchange contracts
The Company may enter into forward exchange contracts to cover transactional currency risk.

Forward foreign exchange contracts on currencies are valued at the forward rate applicable at 
the Balance Sheet date for the remaining period until maturity.

Realised gains or losses and unrealised gains or losses resulting from forward foreign 
exchange contracts are recognised in the Income and Expenditure Account.

3. CREDITORS
There are no creditors due after more than five years.

4. INTANGIBLE ASSETS
31 December 2018

US$ ‘000
31 December 2017 

US$ ‘000
Software

Development Goodwill Total
Software

Development Goodwill Total
Cost
At the beginning of the year 32,753 – 32,753 24,726 – 24,726
Additions 7,344 1,625 8,969 8,027 – 8,027
At the end of the Year 40,097 1,625 41,722 32,753 – 32,753

Accumulated Depreciation
At the beginning of the year (16,571) – (16,571) (13,604) – (13,604)
Annual Amortisation (2,579) (201) (2,780) (2,967) – (2,967)
At the end of the Year (19,150) (201) (19,351) (16,571) – (16,571)

Carrying Amount 20,947 1,424 22,371 16,182 – 16,182

There have been no value adjustments booked during 2018 and 2017.

Goodwill added during the year represents that arising on the acquisition of 33.03% of Jumar 
Holdings Limited (See note 5).

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2018
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5. INVESTMENTS
31 December 

2018  
US$ ‘000

31 December 
2017 

US$ ‘000

Participating interests accounted for under the equity method
The movements during the year are as follows:

Net book Value at the beginning of the year – –
Additions 1,234 –
Value adjustments (268) –
Net book Value at the end of the year 966 –

On 31st May 2018 the Club acquired a 33.03% equity stake in Jumar Holdings Limited 
(registered office in the UK).

31 December 
2018  

US$ ‘000

31 December 
2017 

US$ ‘000

Other financial investments
Shares and other variable yield transferable securities  
and units in unit trusts

Book and market value 145,713 168,422
Debt securities and other fixed income transferable securities

Book and market value 373,348 408,528

6. TECHNICAL PROVISION – CLAIMS OUTSTANDING
31 December 

2018 
US$ ‘000

31 December 
2017 

US$ ‘000

Gross Claims Outstanding
Own claims 277,374 273,324 
Own claims IBNR 108,409 100,151 
Other Clubs’ pool claims 37,979 30,938 
Other Clubs’ pool claims IBNR 16,586 21,007 

440,348 425,420 
Reinsurers’ Share
Pool Claims (15,926) (11,127)
Pool Claims IBNR (924) (1,392)
Other reinsurers (53,351) (45,499)
Other reinsurers IBNR (13,990) (24,679)

(84,191) (82,697)

7. DEBTORS ARISING OUT OF REINSURANCE OPERATIONS
31 December 

2018 
US$ ‘000

31 December 
2017 

US$ ‘000

Pool – 99
Other reinsurers 2,665 5,287

2,665 5,386

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2018
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8. TANGIBLE ASSETS AND STOCKS
31 December 2018 US$ ‘000

Leasehold 
Improve-

ments

Computer 
Equip-

ment

Communi-
cations

 Hardware

Furniture 
and 

Fixtures

Property 
and 

Plant Total
Cost
At the beginning of the year 3,902 1,170 14 161 – 5,247
Additions 988 265 12 670 10,022 11,957
At the end of the year 4,890 1,435 26 831 10,022 17,204
Accumulated 
Depreciation
At the beginning of the year (1,617) (1,135) (14) (161) – (2,927)
Annual Amortisation (1,337) (74) (12) (307) – (1,730)
At the end of the year (2,954) (1,209) (26) (468) – (4,657)
Carrying Amount 1,936 226 – 363 10,022 12,547

31 December 2017 US$ ‘000
Leasehold 

Improve-
ments

Computer 
Equip-

ment

Communi-
cations

 Hardware

Furniture 
and 

Fixtures

Property 
and 

Plant Total

Cost
At the beginning of the year 1,637 1,068 13 161 – 2,879
Additions 2,265 103 1 – – 2,369
At the end of the year 3,902 1,171 14 161 – 5,248
Accumulated 
Depreciation
At the beginning of the year (1,277) (1,023) (12) (155) – (2,467)
Annual Amortisation (341) (112) (1) (6) – (460)
At the end of the year (1,618) (1,135) (14) (161) – (2,927)
Carrying Amount 2,284 36 – – – 2,320

The addition to property and plant in 2018 relates to the acquisition of a leasehold office 
space in Singapore.

9. RESERVE MOVEMENTS
31 December 2018 31 December 2017

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

Balance brought 
forward 300 341,426 – 300 293,741 –
Excess of expenditure 
over income – – (37,901) – – 47,685
Transferred to 
contingency reserve – (37,901) 37,901 – 47,685 (47,685)
Balance carried 
forward 300 303,525 – 300 341,426 –

10. GROSS PREMIUMS WRITTEN
The total gross direct insurance premiums result from contracts concluded in the:

31 December 
2018 

US$ ‘000

31 December 
2017 

US$ ‘000

Member state of the head office 427 229
Other EEC member states 50,172 44,633
Non-member states 177,792 172,970

228,391 217,832

11. REINSURANCE BALANCE
31 December 

2018 
US$ ‘000

31 December 
2017 

US$ ‘000

Outward Reinsurance Premium (29,644) (29,314)
Change in the provisions for unearned premiums, reinsurers’ share 374 (392)
Claims paid, reinsurers’ share 9,903 14,798
Change in the provisions for claims outstanding, reinsurers’ share 1,495 (20,769)

(17,872) (35,677)

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS CONTINUED
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12. CLAIMS INCURRED NET OF REINSURANCE
31 December 

2018 
US$ ‘000

31 December 
2017 

US$ ‘000

Claims paid
Gross Amount
Own claims (138,504) (126,983)
Other Clubs’ pool claims (9,004) (11,232)

(147,508) (138,215)
Reinsurers’ Share
Pool 2,526 2,483
Group Excess Loss – – 
Other reinsurers 7,377 12,315

9,903 14,798
Change in the provision for claims outstanding
Gross Amount
Own claims (12,308) (894)
Other Clubs’ pool claims (2,620) 8,915

(14,928) 8,021
Reinsurers’ Share
Pool 4,332 (2,085)
Group Excess Loss – – 
Other reinsurers (2,837) (18,684)

1,495 (20,769)

13. COMMISSIONS
The caption “Net operating expenses – Acquisition costs” comprises only commissions linked 
to the direct insurance business of the Club amounting to US$ 31.395m and US$ 29.353m for 
the year ended December 31, 2018 and December 31, 2017, respectively.

14. GAINS/LOSSES ON REALISATION OF INVESTMENTS
31 December 

2018 
US$ ‘000

31 December 
2017 

US$ ‘000

Gains on realisation of investments
Gains on Capital 3,155 11,705
Gains on Foreign Exchange 4,632 16,493

7,787 28,198

31 December 
2018 

US$ ‘000

31 December 
2017 

US$ ‘000

Losses on realisation of investments
Losses on Capital (2,830) (1,451)
Losses on Foreign Exchange (12,792) (5,985)

(15,622) (7,436)

15. OTHER CHARGES, INCLUDING VALUE ADJUSTMENTS
31 December 

2018 
US$ ‘000

31 December 
2017 

US$ ‘000

Other charges for the year are as follows:
CTRL (35) (37)
Goodwill linked to Jumar Holdings Limited (201) –

(236) (37)

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2018
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16. TAXATION
31 December 

2018 
US$ ‘000

31 December 
2017 

US$ ‘000

Luxembourg municipal and state taxes 240 461
UK Corporation Tax 388 494
Other taxes 86 563

714 1,518

17. 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.

18. AUDITOR’S REMUNERATION
The split of the fees (not including VAT) accrued by the Club and paid to KPMG Luxembourg 
or any other KPMG member firms is as follows:

31 December 
2018 

US$ ‘000

31 December 
2017 

US$ ‘000

Audit Fee (including Special Report) 571 489
Audit Related Fees – 12
Non Audit Services 28 28

599 529

19. PERSONNEL EMPLOYED DURING THE PERIOD
31 December 

2018 
31 December 

2017 

The average number of persons employed by the group during the  
year was: 158 157
The persons employed during the year fell into the following categories:

Administrative 61 60
Technical 68 69
Financial 29 28

158 157

31 December 
2018

US$ ‘000 

31 December 
2017

US$ ‘000 

Staff costs during the year were as follows:
Wages and Salaries 15,901 15,874
Other staff related costs 1,066 731
Social Security costs 1,725 1,618
Other pension costs 963 1,256

19,655 19,479

20. DIRECTORS FEES
The aggregate amount paid to Directors during the Year ended 31 December 2018 was  
US$ 944,000 (2017: US$ 1.018m).

21. 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 CONSOLIDATED ANNUAL ACCOUNTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2018
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22. FORWARD FOREIGN EXCHANGE CONTRACTS
As at December 31, 2018, the following forward foreign exchange contracts on currencies were outstanding:

Purchase
(GBP)

Sale
(US$) Maturity

Maturity 
Rate

Unrealised 
appreciation

($)

Unrealised 
depreciation

($) Counterparty
2,250,000 3,167,775 02/01/19 1.4079 – (302,175) Berenberg Bank
900,000 1,268,460 01/02/19 1.4094 – (122,220) Berenberg Bank
800,000 1,129,120 01/03/19 1.4114 – (110,240) Berenberg Bank
2,500,000 3,339,250 01/04/19 1.3357 – (155,250) Berenberg Bank
900,000 1,203,930 01/05/19 1.3377 – (57,690) Berenberg Bank
800,000 1,071,920 03/06/19 1.3399 – (53,040) Berenberg Bank
2,500,000 3,295,750 02/07/19 1.3183 – (111,750) Berenberg Bank
900,000 1,188,900 01/08/19 1.321 – (42,660) Berenberg Bank
800,000 1,058,240 03/09/19 1.3228 – (39,360) Berenberg Bank
Net unrealised appreciation/(depreciation)  
on forward foreign exchange contracts (994,385) 

This is included in the consolidated Income and Expenditure Account under the Investment charges 
category Value adjustments on investments.

As at December 31, 2017, the following forward foreign exchange contracts on currencies were outstanding:

Purchase
(GBP)

Sale
(US$) Maturity

Maturity 
Rate

Unrealised 
appreciation

($)

Unrealised 
depreciation

($) Counterparty
2,250,000 2,784,375 02/01/18 1.2375 259,312 – Berenberg Bank
900,000 1,114,830 02/02/18 1.2387 102,645 – Berenberg Bank
800,000 992,160 02/03/18 1.2402 90,040 – Berenberg Bank
2,500,000 3,225,000 03/04/18 1.2900 156,875 – Berenberg Bank
900,000 1,162,170 03/05/18 1.2913 55,305 – Berenberg Bank
800,000 1,034,080 04/06/18 1.2926 48,120 – Berenberg Bank
2,500,000 3,341,250 02/07/18 1.3365 40,625 – Berenberg Bank
900,000 1,203,660 01/08/18 1.3374 13,815 – Berenberg Bank
800,000 1,070,800 03/09/18 1.3385 11,400 – Berenberg Bank
2,750,000 3,648,150 02/10/18 1.3266 71,912 – Berenberg Bank
1,400,000 1,859,060 01/11/18 1.3279 34,790 – Berenberg Bank
1,300,000 1,728,220 03/12/18 1.3294 30,356 – Berenberg Bank
Net unrealised appreciation/(depreciation) 
on forward foreign exchange contracts 915,195 

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2018
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ADDITIONAL INFORMATION (UNAUDITED)
CONSOLIDATED POLICY YEAR STATEMENT – 20TH FEBRUARY 2019

The Policy Year statement shows the 
position of open policy years as at 
20 February 2019.

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 24% 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.

2018
US$ ‘000 

2017
US$ ‘000

2016
US$ ‘000

Balance available for outstanding claims
Calls and premiums

Debited in 2018 financial year and prior 225,606 218,165 226,353
Debited/(credited) in 2019 financial year 254 (1,166) 33

225,860 216,999 226,386

Reinsurance premiums (28,405) (27,084) (28,468)
Claims paid

Own claims (40,497) (63,786) (87,452)
Other Clubs’ Pool claims (2,434) (6,159) (4,176)

Reinsurance recoveries
Pool – – –
Other reinsurers 124 2,840 3,011

Estimated outstanding claims
Own claims (110,360) (67,880) (58,122)
Other Clubs’ Pool claims (15,889) (9,938) (8,193)

Estimated reinsurance recoveries
Pool 3,195 – 3,231
Other reinsurers 283 171 1,560

Administrative expenses (21,761) (20,455) (19,746)
Acquisition costs (30,687) (29,358) (29,620)

Surplus/(deficit) at 20 February 2019 (20,571) (4,650) (1,319)
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CORPORATE INFORMATION

Contact us

REGISTERED OFFICE
The Shipowners’ Mutual Protection  
and Indemnity Association (Luxembourg) 
16, Rue Notre-Dame 
L-2240 Luxembourg

Tel: +352 229 7101 
E-mail: info@shipowners.lu

MANAGERS
The Shipowners’ Protection Limited 
White Chapel Building 
2nd Floor, 10 Whitechapel High Street 
London E1 8QS

Tel:+44 (0)20 7488 0911 
E-mail: info@shipownersclub.com

AUDITORS
KPMG Luxembourg,  
Société coopérative 
Réviseur d’Entreprises agréé 
39, Avenue John F. Kennedy 
L-1855 Luxembourg

Sign up to our newsletter: 
www.shipownersclub.com

Follow us on Twitter: 
@ShipownersClub

Connect to us on LinkedIn: 
The Shipowners’ Club



www.shipownersclub.com
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