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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 

98%
TOTAL MEMBERS

7,886
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Our 2019  
Key Highlights

Our financial performance in 2019 is 
shown here, reflecting some of our key 
performance indicators. They measure 
our broader business progress.

INCOME AND EXPENDITURE (US$ MILLIONS)

2015 2016 2017 2018 2019

Earned premiums, net of reinsurance 182.0 201.1 186.6 195.0 200.0

Incurred claims, net of reinsurance (136.1) (149.1) (136.1) (151.0) (156.5)

Operating expenses (42.7) (49.2) (48.7) (52.2) (53.8)

Underwriting result 3.2 2.8 1.8 (8.2) (10.3)

Investment result less tax/other (24.1) 11.9 45.9 (29.7) 46.4

Change in free reserves (20.9) 14.7 47.7 (37.9) 36.1

Combined ratio 98.2% 98.6% 99.1% 104.2% 105.1%

BALANCE SHEET (US$ MILLIONS)

2015 2016 2017 2018 2019

Investments at market value and cash 637.9 648.6 695.5 660.5 696.6

Other assets 55.6 67.0 77.6 94.5 108.0

Creditors (35.1) (37.8) (32.9) (35.6) (32.4)

Net assets before reserves 658.4 677.8 740.2 719.4 772.2

Net technical provisions (379.0) (383.8) (398.5) (415.6) (432.2) 

Capital and free reserves 279.4 294.0 341.7 303.8 340.0

COMBINED RATIO (%)

 105.1
(2018: 104.2)

CAPITAL AND FREE  
RESERVES (US$ M)

 340.0
(2018: 303.8)

EARNED PREMIUMS, NET  
OF REINSURANCE (US$ M)

 200.0
(2018: 195.0)
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Delivering stability through  
a diverse Membership

TOTAL MEMBERS

 7,886
(2018: 7,444)

FOR MORE INFORMATION
Watch our member and corporate videos :  
www.shipownersclub.com/members 
www.youtube.com/watch?v=CR7gtO-pj7s&t=2s

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

MEMBERSHIP BY REGION (%)

OF MEMBERS ARE BASED IN EUROPE
(3,783 MEMBERS)

48%

l Europe 3,783 
l	 Australia,	New	Zealand	&	the	South	Pacific	 1,309 
l Southeast Asia & the Far East 1,138 
l Central & South America 861 
l Middle East & India 309 
l North America 306 
l Africa 180
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TOTAL VESSELS

 33,301
(2018: 34,094)

TOTAL TONNAGE

 27,064,377
(2018: 27,252,461)

AT A GLANCE CONTINUED

TOTAL TONNAGE BY TRADING AREA (%)

OF OUR GROSS TONNAGE IS TRADED  
IN SOUTHEAST ASIA & THE FAR EAST
(13,622,243 TONNES)

 50%

TOTAL VESSELS BY SECTOR (NUMBER)

OF OUR TOTAL VESSELS ARE  
IN THE HARBOUR SECTOR
(8,398 VESSELS)

 25%

l Southeast Asia & the Far East 13,622,243 
l Europe 5,581,841 
l Middle East & India 2,713,606 
l Central & South America 2,638,120 
l North America 1,057,784 
l	 Australia,	New	Zealand	&	the	South	Pacific	 1,044,397 
l Africa 406,386

l Harbour 8,398 
l Barge 6,122 
l Passenger 4,999 
l Fishing 3,875 
l	 Offshore	 3,838 
l Yachts 2,409 
l Dry Cargo 2,112 
l Tankers 1,530 
l Autonomous 18
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5

As I draft my Chairman’s report we find ourselves in the midst 
of a health and wealth crisis that none of us have experienced 
before, with the COVID-19 pandemic reaching all parts of 
the globe.

Through no fault of their own many of our Members have 
grave concerns about their ability to trade through this crisis, 
particularly hard hit are those in the tourist and passenger 
sector. Investment markets are in a state of turmoil. All this 
when in 2019 we were getting ready to say that the shipping 
market was showing glimmers of recovery.

We are doing everything we can at this time to help Members 
and brokers. I have, on behalf of you the Members, instructed 
management that their single and absolute priority during 
this most challenging of times, is to promptly settle and pay 
claims to ensure that Members’ cash flow is supported.

Looking back on 2019, we were able to deliver an on budget 
combined ratio of 105%. Our finances were also significantly 
strengthened by an excellent 9.2% investment return of 

US$ 48.8m. Members are reminded that the vast majority 
of our investments are in fixed income instruments with the 
balance in blue chip equity. Both sectors performed extremely 
well and we are indebted to our advisers, Bergos Berenberg 
for their expertise and diligence in following the guidelines 
structured by the Finance Committee.

In looking through the Financial Review, you will note the 
change in Auditors from KPMG to Deloitte. This decision was 
taken during 2019 after having held an excellent relationship 
with KPMG for the previous 5 years. As always cost control 
has been a cornerstone of the Club’s success and audit costs 
are no exception. As a result of a Request for Proposal in the 
market we were able to secure the services of Deloitte and 
recognise a saving for Members without a dilution of quality. 
I want to record our thanks to the KPMG team for their expert 
work since 2014.

The true spirit  
of mutuality 

We have seen a tightening of the 
insurance market. The flight to service 
quality benefitted us over the fixed 
premium providers competition. 
PHILIP D. ORME
CHAIRMAN

INVESTMENT RETURN (US$)

 48.8m
ADDITIONAL BUSINESS – 
FEBRUARY 2020 RENEWAL 
(US$)

 3.5m

FOR MORE INFORMATION
shipownersclub.com/about-us
shipownersclub.com/about-us/board-of-directors
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COMBINED RATIO (%)
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As I had forecast in my last report we have seen 
a tightening of the insurance market. The flight 
to service quality benefitted us over the fixed 
premium providers competition. I can report 
that this continued at the February 2020 
renewal where we secured 98% retention 
and US$ 3.5m additional business.

We also took the opportunity during the 
year to consolidate our position in Greece by 
opening an office in Piraeus. Dimitris Batalis, 
who has represented the Club in the region for 
some time, will head up our service team which 
will be supported by our London underwriting 
facility with a view to increasing our service 
to the small and specialist vessel market in 
Greece and the surrounding region.

Having cemented our relationship with 
our primary IT provider Jumar with an equity 
participation in 2018, we have been able 
to develop transformative digital solutions 
that bring us closer to our Members and their 
brokers. We look forward to delivering further 
enhancements to our Member service as a result 
of our continued careful spend on technology.

In closing, my thoughts at this time are with 
Members and their seafarers who day after day 
face life threatening challenges. The current 
crisis and the financial insecurity it has created 
can only make these threats worse. Members 
have a Club which had it’s A rated status with 
Standard and Poor’s reaffirmed in mid March 
and I hope that they are able to draw comfort 
from the Club’s financial strength and ability 
to support them through this crisis.

I am sure we can get through these challenging 
times if we all work together, as I’m sure we will, 
in the true spirit of mutuality.

PHILIP D. ORME
CHAIRMAN, THE SHIPOWNERS’ CLUB

Having cemented our 
relationship with our 
primary IT provider Jumar 
with an equity participation 
in 2018, we have been able 
to develop transformative 
digital solutions that bring 
us closer to our Members 
and brokers. 

RETAINED MEMBERSHIP

 98%
(2018: 99%)

STANDARD & POOR’S

 A stable
(2018: A stable)

CHAIRMAN’S REPORT CONTINUED
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7

During the year I had the pleasure of meeting with insurance 
brokers from many areas of the world. There was a common 
theme that emerged from our discussions, that being the value 
they see for their clients, our Members, when placing their 
operational liabilities with the Shipowners’ Club. We all know 
how important relationships are in our business. Friendship 
goes a long way but after many years of such visits, I have also 
recognised the value of trust and that trust must be earned. 
It is through our desire to provide the highest levels of service, 
our understanding of owners’ specific risks, the insurance solutions 
that will best serve them and quite simply our ambition to be 
the best at what we do, that such trust is earned. 

In 2019, the Club held receptions in Singapore, Paris, Athens 
and Sydney. We always seek to coincide receptions with our 
Board meetings, bringing our Board to our Members and their 
brokers and facilitating those conversations that we know 
to be so important. 

It is on those occasions and during such discussions that our 
core values are reaffirmed. Whilst we have several core values, 
at the heart of what we do will always be our endeavour to 
build strong relationships based on honesty and integrity. 

The strength of our relationships was demonstrated 
during the year when we attended the Collectively Stronger 
International Group of P&I Clubs P&I Correspondence 
Conference in Singapore. This offered an opportunity for 
correspondents, principally from Asia but also from other 
regions around the world, to meet and share knowledge 
and experiences from their specialist role in P&I. It is through 
these supportive and often long-standing global relationships, 
that we are able to ensure greater peace of mind to our 
Members in their daily operations. 

We will ensure  
peace of mind

At the heart of what we do will 
always be our endeavour to build 
strong relationships based on 
honesty and integrity.
SIMON SWALLOW
CHIEF EXECUTIVE

FREE RESERVES (US$)

 340.0m
COMBINED RATIO

  105.1%

FOR MORE INFORMATION
See our Combined Ratio and  
Free Reserves on Page 2.
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 Barge  Cargo  Fishing  Harbour  Offshore  Passenger  Tanker  Yacht

2019

2018

2017

2016

2015

2014

2013

33,301

34,094

32,932

32,749

32,053

32,008

33,899

Vessels entered

TOTAL ENTERED VESSELS
as at 31 December 2019

We hear much about the drive for tonnage 
growth in our industry. Mutual insurers 
within the International Group boast tonnage 
increases every year. However, growth for 
the sake of growth can be fraught with 
challenges. Our priority remains in looking 
after our existing Membership, ensuring that 
we maintain our retention rate of 98% and 
that when we do underwrite new business, 
it is business proudly written for the benefit 
of our Membership as a whole. 

During the year we have seen some changes. 
The cost of claims has risen and although 
we can’t identify any specific trends, we are 
aware that convention creep has seen the 
value of claims increase substantially at a 
time when the Clubs have been challenged 
with reducing premiums. We have also seen 
enhanced competition, noticeably from within 
the International Group. Operating in a mature 
market, with reduced new ship building 
activity, the possibility of generating income 
through the small and specialised ship sector 
becomes increasingly attractive for some. 
This competition is also evident in the 
emergence of domestic P&I Clubs in 
some jurisdictions. We are proud that our 
Membership, supported by their brokers, 
generally recognise our strengths and, 
through our heritage, our commitment 
to support the smaller and specialist 
vessel sector.

After over 160 years of experience in the 
sector, we have learnt to never underestimate 
the fact that small ships can bring large claims. 
This year was no exception, with some high 
profile casualties in remote locations requiring 
expensive but essential salvage. 

Fortunately, we are able to respond to such 
claims with the assurance of the International 
Group Pooling Agreement which offers our 
Membership financial security and support 
when they need it most.

The specialist nature of claims also requires 
us to work in unison with a reinsurance market 
who understand our clients’ needs. We never 
overlook the role played by our reinsurance 
partners. Working in partnership with Willis Re, 
we are proud to be part of a programme placed 
with leading reinsurers Swiss Re and the Lloyds 
markets, led by Axis and Hiscox. It is through 
such an innovative and supportive network 
that we are able to address the often complex 
nature of our Members’ operations. 

During the year we celebrated ten years of the 
Singapore branch. Opened in 2009 we now 
employ over forty staff, engaged in servicing 
our Asian and Australasian Membership from 
an underwriting, claims and loss prevention 
perspective. It’s been a fantastic journey 
supported by an encouraging regulator and a 
proactive Singapore Shipping Association and 
Maritime Port Authority, all keen to establish 
Singapore as a premium hub for marine 
insurance. Whilst some were perhaps sceptical 
of the need for the branch it is now evident 
that, alongside our Hong Kong office, our 
presence in Asia has enabled us to better 
service our Members and their brokers, 
with of course the support of the local P&I 
correspondents. We take this opportunity 
to thank them for their continued loyalty 
and encouragement. 

Our priority remains in looking after our 
existing Membership, ensuring that we 
maintain our retention rate of 98% and 
that when we do underwrite new business, 
it is business proudly written for the 
benefit of our Membership as a whole. 

STRATEGIC GOAL
RETAINED BUSINESS

ENTERED VESSELS

 33,301
(2018: 34,094)

CHIEF EXECUTIVE’S REPORT CONTINUED
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We were also proud to see the opening of 
a service office in Piraeus, Greece, during 
the year. We have had a strong presence 
in this market for many years, but only now 
have we established a permanent office in 
what is such an important shipping region. 
The support and encouragement we have 
received has been very humbling as we 
seek to service our existing Members 
and to grow in this region. 

As we look ahead to another year, a time 
when we expect to see a hardening of 
insurance premiums and the continual 
increase in the value of claims, we are once 
again heartened by our Member retention. 
All that we do must be for the benefit of our 
Membership. We will only ever seek to ask 
from our Members what we need and we will 
endeavour to never compromise our ability 
to support our Members in their operations, 
be that in the review of contracts or in the 
offering of innovative insurance solutions. 
We will ensure peace of mind. 

At a time of great uncertainty in the shipping 
sector and beyond, we take this opportunity 
to thank all our Members, their brokers and 
our service providers for their continued trust, 
friendship and support. Shipowners’ Club 
remains ready and focused on applying 
energy, expertise and experience in serving 
our customers and communities.

SIMON SWALLOW
CHIEF EXECUTIVE,  
THE SHIPOWNERS’ CLUB

We were also proud 
to see the opening 
of a service office 
in Piraeus, Greece, 
during the year... 
the support and 
encouragement we 
have received has 
been very humbling.

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 Goals 

We have developed our strategic goals 
by assessing our competitive position, 
risk appetite, regulatory environment, 
capital strength and ORSA (own risk 
and solvency assessment). Delivering 
on these strategic goals and our ‘key 
guiding principles’ enables us to be the 
number 1 market leader in the small 
and specialist vessel sector.

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	key	
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 The Shipowners’ Club | Annual Report 2019
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0 5 10 15 20 25 30

 Barge  Cargo  Fishing  Harbour  Offshore  Passenger  Tanker  Yacht

2019

2018

2017

2016

2015

2014

2013

27,064,377

27,252,461

25,486,001

25,441,370

24,626,043

23,579,295

23,613,022

Gross tonnes

TOTAL ENTERED TONNAGE
as at 31 December 2019

12

Providing high levels of 
service to our Membership 

We are pleased to report that the upward 
trend in Member numbers recorded in our 
2018 Annual Report, has further continued 
in 2019. Whilst our primary focus remains 
on providing the highest levels of service to 
our existing Membership, we are also keen 
to grow the Club where good opportunities 
are presented and 2019 saw a record number 
of new enquiries. Many of these enquiries 
represented business entered in other 
International Group Clubs, however, the 
majority were in respect of fleets entered in 
fixed premium P&I facilities. We commented 
last year that focus by the Lloyd’s market on 
profitability was changing the commercial 
P&I landscape and that proved to be the 
case even more so in 2019.

ENTERED TONNAGE

 27,064,377
(2018: 27,252,461)

Over more recent years, in common with other 
insurers of P&I risks, we have seen erosion in 
our achieved premium per GT (Gross Tonne) 
but for 2019 this was maintained at the same 
level as in 2018. We recognise however, that 
overall rating levels are lower than is required 
to achieve a break-even underwriting result 
and hence we had to conclude that a 
General Increase was required for 2020.

Increases in the volume of business for most 
sectors, both trading regions and vessel type, 
were more modest but nevertheless encouraging, 
as this growth was achieved whilst maintaining 
our underwriting discipline. Despite this 
incremental increase we have also seen 
stability in claims, not only in overall frequency 
but also in the types of claims notified. FOR MORE INFORMATION

See our diverse membership  
at a glance on Page 3.

Whilst our primary focus remains on providing 
the highest levels of service to our existing 
Membership, we are also keen to grow the Club 
where good opportunities are presented and 
2019 saw a record number of new enquiries.

STRATEGIC GOAL
STEADY GROWTH

OPERATIONS REVIEW The Shipowners’ Club | Annual Report 2019
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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

2019

2018

2017

2016

2015

2,929

2,871

3,019

3,072

2,892

FILES OPENED
as at 31 December 2019

Whilst in past years the 
focus of our commentary 
on claims has been on large 
claims, the significance 
of crew claims and their 
attritional effect to a 
claims record cannot 
be underestimated.

FILES OPENED

 2,929
(2018: 2,871)

OFFSHORE AND CREW CLAIMS
The offshore sector has continued to be 
impacted by a poor operating environment, 
with many vessels remaining in lay up. 
From a servicing point of view, Members 
submitted a higher number of contracts 
for review during 2019 than in any prior year 
since 2014 offering some glimmers of hope 
towards a modest revival in fortunes to a 
sector that has experienced such challenging 
times. We remain committed to turning 
such contractual review requests around, 
and advising on the impact any contractual 
indemnities may have on a vessel’s insurance 
cover within one working day. With such 
a large number of tenders being submitted 
we expect that in due course this will feed 
into higher utilisation and improved financial 
performance for Members. Of note, we have 
recorded a modest increase in the number of 
minor collision and Fixed and Floating Object 
claims from the offshore sector during 2019, 
which may be an indicator of a higher level 
of activity overall. 

Whilst in past years the focus of our 
commentary on claims has been on large 
claims, the significance of crew claims and their 
attritional effect to a claims record cannot be 
underestimated. Those claims associated with 
the offshore sector are predominantly illness 
related, the cost of which generally average 
at under US$ 15,000. Upon analysis of these 
claims, we have identified that a large number 
are a result of pre-existing illnesses, such as 
heart related problems. 
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2019

2018

2017

2016

2015

137,243,568

95,689,272

78,681,641

91,782,798

106,496,533

Total incurred US$ 

TOTAL INCURRED VALUE OF CLAIMS
as at 31 December 2019

WHAT IS THE SEAFARERS 
HAPPINESS INDEX?

The Mission to Seafarers’ Happiness 
Index was	founded	in	2015	and	is	
designed to monitor and benchmark 
seafarer satisfaction levels by asking 
10 key	questions,	and	serves	as	an	
important barometer of seafarer 
satisfaction	with	life	at	sea.	Questions	
focus on a range of issues, from mental 
health and wellbeing, to working life 
and family	contact.

The survey is distributed to global 
seafarers to provide indicators of 
key issues	around	the	happiness	of	
seafarers,	both	on	shore	and	aboard.	
The	results	are then	shared	with	
industry	and	key	decision	makers.	
Together we can make sure that 
seafarers voices are heard, 
and that the shipping	industry	
can make positive	changes.	

STRATEGIC GOAL
INCREASED BRAND 
RECOGNITION

FOR MORE INFORMATION
https://www.youtube.com/
watch?v=Qges8PhuM6s&feature 
=emb_logo) 

INCURRED VALUE OF CLAIMS

+43.4%
To mitigate these claims, we have developed 
a Medical Examination Scheme for Seafarers 
(Medisea). Medisea examinations are in 
addition to, and are more thorough than, the 
medicals required by the Maritime Labour 
Convention 2006 (regulatory medicals) or 
any other industry medicals that may be 
undertaken (e.g. Oil and Gas UK). The Medisea 
also includes a focus on general wellbeing 
on board which complements our ongoing loss 
prevention initiatives on this topic. We continue 
to promote the International Seafarers Welfare 
and Assistance Network’s (ISWAN) Crew 
Health materials and in 2019 we extended 
our commitments to improving health and 
wellbeing at sea by becoming the inaugural 
sponsor of the Mission to Seafarers’ Happiness 
Index. Our support has enabled the Mission 
to reach more seafarers across the globe, 
offering them an opportunity to share their 
thoughts and feelings about life at sea today.

OPERATIONS REVIEW CONTINUED
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FREQUENCY OF CLAIMS ACROSS VESSEL SECTOR 
2019 Financial Year

INCREASE IN YACHT AND FISHING 
VESSEL MEMBERSHIP IN 2019

+12%

GANGWAY GUIDANCE BOOKLET

In 2019, we updated our Gangway 
Guidance Booklet which provides 
advice on	gangway	assembly,	
associated equipment and 
passenger safety	in	order	to	assist	
our Membership	in	reducing	their	
exposure	to such	claims.

FOR MORE INFORMATION
Read our Gangway Guidance Booklet: 
www.shipownersclub.com/
lossprevention/gangway-guidance-
booklet

OPERATIONS REVIEW CONTINUED

YACHTS, FISHING AND 
PERSONAL INJURY CLAIMS
The 2019 policy year saw a further 12% 
increase in our yacht and fishing vessel 
Membership. This is the first increase in our 
fishing business for many years and is mainly 
attributable to one large Member returning 
to the Club after a period in other markets. 
The Club has a proud history of providing 
comprehensive cover to this essential 
maritime industry.

The increase in yacht business continues 
at a similar rate as reported in previous years. 
During the year and in common with other 
insurers in this sector, we have experienced 
some high profile fire claims as well as reef 
damage claims which we are monitoring 
closely. Similar to the offshore sector, our 
yacht Membership has also produced a 
high number of crew claims, however these 
are mostly injury related. To reflect this 
significant claim type and respond to the 
wider industry’s needs, the Club developed 
a Personal Accident policy, the uptake for 
which has been particularly high in the yacht 
sector. The Loss Prevention department 
continue to work with Members operating 
vessels in all sectors to address crew injury 
with a focus on safe working practices. 

O
VE

RV
IE

W
ST

R
A

TE
G

IC
 R

E
P

O
R

T
G

O
VE

RN
AN

CE
FI

N
AN

CI
AL

 R
EV

IE
W

15The Shipowners’ Club | Annual Report 2019



PASSENGER VESSELS AND 
NAVIGATIONAL CLAIMS
Navigational claims, although lower in 
frequency than crew claims, dominate the 
higher quantum claims bands, which is to be 
expected given the nature of these incidents. 
In 2019, just under US$ 40m was attributed 
to navigational claims compared to just 
under US$ 20m for crew claims. 

The passenger and offshore sectors 
experienced the highest quantum of 
navigational claims. However, the total cost was 
dominated by a small number of high-profile 
incidents, which contributed to a higher value 
of incurred claims this year. These incidents 
were operationally diverse both in vessel type 
and incident location and were namely: 

 • January 2019 – A pipelaying vessel at anchor 
in SE Asia, in collision with a chemical tanker.

 • May 2019 – An inland passenger cruise 
vessel on the European inland waterway 
collision with an inland passenger vessel.

 • October 2019 – Jack up accommodation 
barge providing offshore service in 
the Middle East caused damage to 
an offshore rig.

The Club represents Members on several 
industry forums and committees, providing 
a voice for Members and enabling us to gain 
a valuable insight into a multitude of evolving 
operating environments. This insight has 
proven particularly valuable in the case of 
inland passenger vessel collision claims, as the 
constraints and difficulties faced by Members 
operating in such a confined and congested 
waterway is unparalleled. The Loss Prevention 
and Claims teams continue to work closely 
alongside Members to resolve their claims 
and to assist with implementing loss 
prevention initiatives.

NAVIGATIONAL CLAIMS  
ACROSS VESSEL SECTOR 
(%) of overall claims cost – 
2019 Financial Year

35%
OF NAVIGATIONAL CLAIMS ARE  
IN THE PASSENGER SECTOR

10

11

6

18

5
3

12

35

l Passenger 35% 
l	 Offshore	 18% 
l Harbour 12% 
l Barge 11% 
l Tanker 10% 
l Cargo 6% 
l Yacht 5% 
l Fishing 3%

OPERATIONS REVIEW CONTINUED

Navigational claims, although lower in 
frequency than crew claims, dominate 
the higher quantum claims bands, which 
is to be expected given the nature of 
these incidents. 
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HARBOUR CRAFT AND 
POLLUTION CLAIMS
Environmental claims such as wreck removals 
and pollution containment/clean up, often 
occur in conjunction with navigational 
incidents. In addition to the pipelaying barge 
claim in January 2019, there were two other 
cases in 2019 which involved harbour craft:

 • May 2019 – A tug and barge convoy 
navigating the inland waterway of Latin 
America, grounded whilst navigating a 
bend in the river.

 • September 2019 – A tug lost its barge 
whilst at anchor in adverse weather 
which resulted in the barge grounding.

The work that tugs carry out is inherently 
risky. However, if managed effectively and in 
accordance with tried and tested safe working 
practices, these risks can be reduced. The Loss 
Prevention team continue to assist tug and 
tow owners and operators in implementing 
effective training and safety procedures to 
prevent such incidents occurring. Never before 
has it been so important to seek to uphold the 
benefits associated with recognised towage 
contractual forms. To assist our Membership 
in doing so, we issued advice and guidance 
on knock for knock indemnities.

2020 GLOBAL SULPHUR CAP

On 1 January 2020, the limit for 
sulphur in	fuel	oil	on	board	ships	
operating outside designated Emission 
Control Areas (ECAs) was reduced 
from 3.50%	to	0.50%	mass	by	mass	
(m/m).	Compliance	with	this	change	
in regulation	was	compulsory	for	all	
vessels	whose	flag	State	is	a	signatory	
for MARPOL Annex VI, regardless of 
size	or trading	area.	

The new limits represented a 
significant	change	for	many	of	
our Members’	operations	and	so	to	
help them	prepare,	the	Club’s	Loss	
Prevention department issued 
various guidance	in	2019,	including	
an introductory	infographic,	a	
compliance methods advisory and 
an implementation	checklist.	

FOR MORE INFORMATION
www.shipownersclub.com/ 
2020-sulphur-cap/

FOR MORE INFORMATION
www.shipownersclub.com/ 
the-false-economy-of-amending- 
knock-for-knock-clauses/

OPERATIONS REVIEW CONTINUED
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CARGO CLAIMS
In 2019, the Club was notified of just over 
470 cargo claims at a cost of approximately 
US$ 16m. Whilst the median value claim in this 
claim type category is just under US$ 3,000, 
the modest claims within this data set are 
overshadowed by two fortuitous events 
impacting relatively new build vessels 
operating in South East Asia.

As our dry cargo book of business grows 
the Loss Prevention and Claims teams have 
invested in our continued development 
of internal expertise, extended network 
of trusted surveyors and loss prevention 
initiatives in an effort to mitigate 
future claims in this sector.

18

CARGO CLAIMS ACROSS 
VESSEL SECTOR
(%) of overall claims cost – 
2019 Financial Year

44%
OF CARGO CLAIMS ARE 
FROM DRY CONTAINERS

44

21

12

8

4
3 2 2 211

l Dry Container 44% 
l General Barge 21% 
l Chemical Tanker 12% 
l Misc Tanker 8% 
l General Cargo 4% 
l Clean Products Tanker 3% 
l Anchor Handling/Tug/Supply 2% 
l Dirty Products Tanker 2% 
l Others* 2% 
l Tanker/Barge 1% 
l Gas Carrier 1%

CONDITION SURVEY 
PROGRAMME

The Loss Prevention department 
undertakes condition surveys on a 
cross section of Members’ vessels to 
ensure they are of a standard deemed 
acceptable to share risks with the rest 
of	our	mutual	Membership.	In	2019,	398	
surveys were undertaken, 24 of which 
were follow up surveys to ensure 
observed	defects	were	attended	to.	
The surveys	concentrate	on	operational	
areas as well as assessing the condition 
of	the	vessel	itself.	The	Loss	Prevention	
team and their trusted network of 
surveyors work with Members to 
achieve the highest levels of safety on 
board, whilst striving to never restrict 
their	particular	operations.	Such	vessel	
inspections extend to include cargo 
worthiness, security, operational/
navigational procedures, on board 
safety	and	crewing.

FOR MORE INFORMATION
www.shipownersclub.com/ 
condition-survey-programme/

*  Vessel types attributed to the category ‘Other’ 
are as follows:	Bitumen	Tanker,	Cement	Carrier,	
Conventional Ferry, Dry Bulk Carrier, Dry Heavy 
Lift, Inland	tug/Push, Misc	Cargo,	Platform	Supply	
Vessel, Pontoon, Refrigerated Dry Cargo Vessel, 
RO-RO,	Specialist	Barge and	Standby.

OPERATIONS REVIEW CONTINUED The Shipowners’ Club | Annual Report 2019
O

VE
RV

IE
W

ST
R

A
TE

G
IC

 R
E

P
O

R
T

G
O

VE
RN

AN
CE

FI
N

AN
CI

AL
 R

EV
IE

W



OPERATIONS REVIEW CONTINUED

POLICY MANAGEMENT SYSTEM (PMS)

 99%
OF POLICIES HAVE BEEN MIGRATED 
OVER TO A NEW FULLY BESPOKE PMS

AUTONOMOUS CRAFT AND 
SERVICE OPTIMISATION
In our 2018 Report, we were proud to announce 
that we had added a new category, autonomous 
crafts, to the vessel types that we insure. At 
present the vessels we insure are small and 
mainly engaged in inshore/offshore survey or 
fishery research but we expect that larger and 
more mainstream shipping applications are 
not far away. To support this future growth and 
respond to the demands of charterers, the Club 
this year increased the policy limits for these 
vessels significantly, which was supported 
through an engaged and committed reinsurance 
program. It is encouraging to note that whilst 
our small portfolio grows, we have not to date 
received any significant notifications of claims. 
We remain at the forefront of this emerging 
sector, working alongside industry experts 
to fully understand the liabilities associated 
with such specialist craft and to provide the 
comprehensive cover they require.

As our portfolio of business evolves so does our 
operational strategy. In 2019, encouraged by the 
Club’s Board, we continued our investment in 
technology with an aim to improve operational 

efficiencies across the company, as well as 
enhancing our service offering to brokers 
and Members. 

To that end, over 99% of policies have now 
been migrated to a new, fully bespoke, Policy 
Management System (PMS) that is designed to 
service our diverse and multifaceted Membership. 
As a result, we have been able to produce record 
numbers of documents with a greatly reduced 
number of system incidents raised with IT Support.

Investments in new technologies such as 
Robot Process Automation has allowed for 
automated processing of business generated 
through Delegated Underwriting Authorities, 
as well as the automated filing of some 
15,000 documents through our renewal 
period. This not only improves the accuracy 
and auditability of work but also generates 
significant efficiency, freeing up staff to focus 
on providing added value to our Members. 
Introducing a new operating system can 
be fraught with challenges. We thank 
our Members and their brokers for the 
overwhelmingly positive feedback we 
have received with regards to the speed 
and accuracy of our document production.

Investments in new technologies... not only 
improves the accuracy and auditability of 
work but also generates significant efficiency, 
freeing up staff to focus on providing added 
value to our Members.

STRATEGIC GOAL
OPERATIONAL 
EFFICIENCY
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When CTRL’s rates are compared with those 
of other law firms carrying out equivalent work, 
this represents a significant saving in costs 
for Members and the Club.

CTRL (CLAIMS, TECHNICAL, 
RISK, LEGAL)
After becoming fully operational in 2016, 
CTRL continues to offer a value-added service 
to our Membership. Since its inception CTRL 
has handled just under 350 claims.

CTRL Marine Solutions Ltd (CTRL) is a law 
firm regulated by the Law Society of England 
& Wales and provides Members with bespoke 
claims, technical, risk and legal services at 
preferential rates and on flexible terms. CTRL 
is one of the first organisations of its kind 
to be set up and wholly owned by a P&I Club. 

CTRL accepts instructions from Club Members 
and non members on a wide variety of shipping 
and personal injury disputes, including matters 
which do not fall under Club cover.

CTRL continues to be instructed on increasing 
numbers of English law legal matters, most 
of which involve the Club. When CTRL’s rates 
are compared with those of other law firms 
carrying out equivalent work, this represents 
a significant saving in costs for Members and 
the Club.

Members also continue to take advantage 
of the CTRL Benefit Clause offering two hours 
free legal advice on claims and legal queries 
which are subject to English law and which 
fall within CTRL’s expertise, whether or not 
the matter falls within the scope of the 
Members’ cover with the Association. 

In 2019, working in close conjunction with 
the Club, CTRL produced an updated Guide 
to Offshore Jurisdiction using information 
obtained from leading practitioners in 21 
jurisdictions across the globe. The first version 
of the Guide was produced in 2016 and due 
to its popularity with Club stakeholders it was 
updated to meet demand. The Guide gives 
answers to key questions on a variety of legal 
topics such as limitation, court systems, time 
bars, industry standard contracts and freedom 
for parties to contractually limit liability. 

FOR MORE INFORMATION
www.shipownersclub.com/publications/ 
a-guide-to-offshore-jurisdiction/

THE LEGAL MARITIME 
COMMUNITY

Despite the introduction of CTRL, 
we continue to	work	closely	with	
other global	maritime	lawyers.	We	also	
recognise that Members occasionally 
choose	to	work	with	a preferred	lawyer	
and we will always respect and seek 
to accommodate	such	requests.	
We thank the	maritime	legal	profession	
for their continued support of the 
Club and	its	Membership	and	for	their	
close working relationships with the 
correspondents	who remain	key	
to our claims	offering.

OPERATIONS REVIEW CONTINUED
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Governance Report

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	to	claims	
activity, the Managers provide updates on 
claims trends, updates on existing claims 
and new claims, claims which require 
Board consideration, as well as 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 16 Rue Notre-Dame, L2240, 
Luxembourg on Thursday 21 May 2020 at 
09:00 hours for the following purposes:

 • To approve the Report of the Directors 
and the Annual Accounts for the year 
ended 31 December 2019, 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 
31 December 2020 and to consider 
the remuneration thereof.

 • To review the level of Directors’ Fees.
 • 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 
30 March 2020

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

Given the current difficulties of travel as a result of 
the COVID-19 pandemic and according to the Grand 
Ducal Regulation dated 20 March 2020, Members are 
encouraged to utilise their Proxy voting form.

FOR MORE INFORMATION
www.shipownersclub.com/about-us/
board-of-directors

CORPORATE GOVERNANCE The Shipowners’ Club | Annual Report 2019
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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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Board of Directors
CORPORATE GOVERNANCE CONTINUED

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.	
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The Committees and  
their responsibilities

CORPORATE GOVERNANCE CONTINUED

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 recommendations to the Board 
and its subsidiaries on annual expense 
plans and budgets, specific capital projects, 
acquisitions, joint ventures and divestitures, 
financial 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 Shipowners’ Club | Annual Report 2019
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Board meeting 
Singapore

A total of 12 Directors were present 
for the Board’s meeting in Singapore. 

The Board received a report from the 
Chief Executive which updated on many 
topics, including the current market 
conditions, the International Group, 
updates to Club Rules and the Club’s 
internal communication strategy.

The Managers presented an update 
on 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 received a presentation from 
the CEO of Jumar, Wendy Morgan. The Club 
invested in a minority stake in Jumar 
Holdings Limited in 2018 and Mrs Morgan 
updated Directors on the strategic plans 
for the business.

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 a report from the 
Managers which updated on the 20 February 
2019 renewal. The Board heard that only one 
Club in the International Group requested 
a General Increase and noted the increase 
in vessel tonnage and premium income 
at renewal.

The Managers presented an update on the 
reinsurance renewal for 2019/20. 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 Managers provided an update and 
overview of the Club’s Delegated Underwriting 
Authority arrangements. The rationale 
and performance of the arrangements 
was discussed. 

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

An update on the Singapore branch was 
provided by the Managers. The history, 
performance, opportunities and challenges 
facing the branch were discussed.

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.

CORPORATE GOVERNANCE CONTINUED

MARCH  
2019
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A total of 12 Directors were present for 
the Club’s meeting in the Club’s domicile 
of Luxembourg. 

The Board received a report from the 
Chief Executive which updated on several 
matters including the shipping and insurance 
markets, an update on International Group 
results and the current sanctions situation.

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 2018 and related 
audit. The most recent internal audit findings 
were highlighted to the Board and an update 
on compliance provided. 

The Board agreed to close the 2016 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 were provided with an update 
on the Club’s preparedness for Brexit.

The Board was provided with an update on 
the establishment of the Club’s Greek office. 
The potential business, competition and 
progress were discussed. 

The Managers presented an update on 
the Club’s investment in Jumar Holdings 
Limited, including a reminder of the rationale, 
financial performance and forecasts. 

The Board had an open discussion on 
strategic planning initiatives. The Managers 
outlined a number of ideas that were each 
considered by the Board.

A change of Chief Executive in the 
Club’s Singapore branch was noted 
and approved by the Board.

MAY  
2019

Board meeting 
Luxembourg

CORPORATE GOVERNANCE CONTINUED 26The Shipowners’ Club | Annual Report 2019
FI

N
AN

CI
AL

 R
EV

IE
W

G
O

V
E

R
N

A
N

C
E

ST
RA

TE
G

IC
 R

EP
O

RT
O

VE
RV

IE
W



A total of 13 Directors were present for 
the Club’s meeting in Paris. 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 market conditions, 
business development, IT, strategic 
initiatives and the International Group. 

The Board considered a report which 
covered the Club’s loss prevention 
department, including an illustration of 
a crew pre-employment assessment tool 
and other initiatives including a Sleep 
and Fatigue at Sea project undertaken 
by the department.

The Management provided a comprehensive 
report on the Club’s IT initiatives including 
project status, governance, projected 
expenditure and the future of technology 
in insurance.

The Board was presented with an update 
on the Club’s vessel tracking processes 
and systems in addition to other sanctions 
screening initiatives.

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. The Board ratified a decision 
to change the Club’s custodian and a change 
to investment guidelines.

The Board received an update on the Club’s 
claims which included claims statistics and 
a focus on passenger vessels. A number 
of prominent and high value claims were 
then presented. 

The Managers provided a presentation on 
the Club’s presence and strategy in China. 

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

The Club’s 2020 renewal strategy was 
considered by the Board. A number 
of alternative options and approaches 
were discussed.

The Managers provided the Board 
with an update on Brexit. 

CORPORATE GOVERNANCE CONTINUED

Board meeting 
Paris

SEPT  
2019
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NOV  
2019

A total of 12 Directors were present 
at the meeting.  

The Chief Executive presented a report to 
the Board which updated Directors on the 
P&I Clubs’ renewal strategies, the Enhanced 
Pre Employment Medical Examination 
(EPEME) scheme, sanctions, the International 
Group and the focus of the Club’s 
Management for the next quarter. 

The Board received an update on the Club’s 
reinsurance renewal. The update covered 
the Club’s reinsurance programme, an 
update on the reinsurance market generally 
and expectations for the 2020 program.

The Managers presented a report which 
highlighted the proposed rule changes for 
consideration at an Extraordinary General 
Meeting to be held in January 2020. The 
Board agreed these proposed changes.

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

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 
presented the three-year rolling audit plan. 

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

The Board received a presentation 
on the 2020/21 policy year renewal. 
The Board agreed a 5% general increase 
and approved the renewal as presented.

The Board received a presentation from 
the Managers which outlined the 2020/22 
strategic business plan and financial 
forecasts. The plan was approved by 
the Board.

A claim for consideration was considered 
by the Board.

A report was received by the Board 
on the matter of Brexit.

The Managers provided an update 
on the recent CAA visit to the Club, 
which formed part of the CAA’s cyclical 
control review of the Club. 

CORPORATE GOVERNANCE CONTINUED

Board meeting 
Sydney
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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 2019.

FINANCIAL REVIEW
The Board of Directors hereby submits the 
annual accounts, for the financial year ended 
31 December 2019, prepared in conformity 
with the requirements of the company law, 
as amended. 

The Club has generated a surplus for the year 
of US$ 36.1m (2018: deficit of US$ 37.9m). This 
surplus is primarily the result of an underwriting 
loss of US$ 10.2m (2018: loss of US$ 8.2m) 
mitigated by a gain from the investment portfolio 
of US$ 48.8m (2018: loss of US$ 28.8m). 

The Club has seen a modest increase in premium 
written during the year of 1.0%. This growth has 
been achieved despite the Club having to release 
one significant account from membership due 
to concerns with the Member’s operations and 
financial position. After factoring the release 
of this Member into our premium result the 
underlying growth in premium has been some 
2.0%. Growth has come from many areas, with 
the vessel categories of passenger, fishing and 
yachts seeing particular growth. The Club is 
always pleased to receive new business enquiries 
and will seek to offer terms which represent 
good value to the individual Member, but which 

also represent fair value to the Club’s wider 
Membership as well. 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 the number of Members who are 
insured with the Shipowners’ Club. Such growth 
is achieved at the same time as many new 
business enquiries being turned down due to 
risk and price not being appropriately balanced.

Consistent with last year, whilst there has 
been growth in income, the Club has also 
seen some growth in both claims costs 
and administrative expenses. 

The overall claims cost has increased 
by US$ 5.5m compared to 2018 and this 
has therefore contributed to the overall 
underwriting loss of US$ 10.2m (a combined 
ratio of 105.1%). The claims cost inflation 
has been driven by International Group 
pool claims, which have seen a year on 
year increase of US$ 6.1m. 

Operating expenses amounted to US$ 53.7m 
(2018: US$ 52.2m) – a 2.9% increase. 
Operating expenses include the acquisition 
costs incurred from Members’ brokers (which 
saw a small decrease in the year) as well as 
the administrative costs of running the Club. 

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.

FOR MORE INFORMATION
www.shipownersclub.com/ 
about-us/board-of-directors
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These administrative costs have risen by 
US$ 2.1m this year, as a result of general cost 
inflation as well as additional money being 
spent on the Club’s technology provision. 
Technology spend forms an important part 
of ensuring that our service provision remains 
accurate and responsive to our Members’ 
needs. We believe that our service levels are a 
key reason why brokers seek to place business 
with the Club, given the importance of accurate 
and timely documentation to our Members. 
Therefore the Board considers ongoing 
investment in this area as an important 
use of Members’ funds. 

The higher claims costs and administrative costs 
were countered by a year on year decrease in 
the Club’s reinsurance costs, from US$ 29.6m 
in 2018 to US$ 24.9m in 2019. 

Importantly, this decrease in costs was achieved 
whilst still maintaining a careful balance of those 
risks that are borne by the Club and those that 
are absorbed by the Club’s reinsurance partners.

The Club’s investment portfolio returned an 
overall gain in the year of US$ 48.8m which was 
very welcome following the loss of US$ 28.8m 
in the prior year. The last few years have been 
reasonably volatile in the financial markets, with 
the portfolio returning a strong gain in 2017 and 
2019, but a loss in 2018. The Club manages the 
investment portfolio with a long-term view and 
it is pleasing to note that the returns generated 
from the portfolio have been able to be used 
for Members’ benefit by subsidising the Club’s 
underwriting losses in the past two financial years.

The year-end saw the Club report net assets of 
US$ 340.0m. 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 2020 and beyond. 

Such financial strength is particularly 
important during times of uncertainty. After 
the 2019 year end closed the world has been 
impacted by the COVID-19 virus. Almost all 
walks of life appear to have been impacted by 
this global pandemic. Government authorities 
are gradually imposing self-quarantines 
and restrictions on the movement of people. 
Due to the high level of uncertainty regarding 
future developments as a result of the 
pandemic, the Board of Directors will 
continue to closely monitor the potential 
impact of COVID-19 on the business and the 
performance of the Association, in particular 
in terms of the (i) impact on its operations, 
(ii) development in claims experience, (iii) 
variations in the value of assets held and 
(iv) compliance with regulatory requirements 
in terms of solvency requirements. 

The Shipowners’ Club has seen Members 
impacted due to, for example, COVID-19’s 
impact on global trade. In addition, as noted 
above, the Club manages an investment 
portfolio which saw a particularly strong 
return in 2019. The early part of 2020 has 
seen a significant downturn in global financial 
markets. Equity markets have been particularly 
impacted, but other investments, such as fixed 
income products, have also seen negative 
price fluctuations. The investment portfolio 
is invested for the medium to long term 
and the Club will continue to invest on that 
basis, with high levels of liquidity helping 
the Club to be able to respond to these 
unprecedented challenges. 

As a mutual P&I insurance organisation, 
the Club exists to serve the interests of its 
Members. The Club will continue to seek 
to provide support to Members in these 
times of uncertainty and we do not foresee 
any interruption in our ability to do so.

BRANCHES

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

FOR MORE INFORMATION
www.shipownersclub.com/contact

OVERALL SURPLUS (US$)

 36.1m
(2018: -37.9m)

INVESTMENT GAIN (US$)

 48.8m
(2018: -28.8m)

NET ASSETS (US$)

 340.0m
(2018: 303.8m)

FINANCIAL REVIEW CONTINUED

FOR MORE INFORMATION
See our Financial Highlights  
on Page 2.

See Board Meetings  
on Pages 25-28.

See Directors of Association  
on Page 23.
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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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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, strong understanding 
of what is required of the Managers and staff, 
continuous improvement through effective 
monitoring and risk reporting, and careful 
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. 

Risk management
Risk is the potential for loss or failure to 
meet the Club’s corporate objectives as a 
consequence of internal or external events.

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.

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. 

FINANCIAL REVIEW CONTINUED

STRATEGIC GOAL
CAPITAL ADEQUACY 
& RISK MANAGEMENT
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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 2019 
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.

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), which 
occurred on 31 January 2020, presents a 
specific regulatory and operational risk for 
insurance companies. Whilst the political 
and economic 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. This will continue 
to be reviewed as the Brexit implementation 
period draws to an end on 31 December 2020.

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.

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 and also 
both earns income and pays claims 
in broadly matching currencies.
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Liquidity risk
This represents the risk that the Club 
could fail to meet its financial obligations 
due to some difficulty or inability to liquidate 
investments at short notice, or through 
unanticipated cash flow requirements.

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

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

Operational risk
The major sources of operational risk for 
the Club are those associated with process 
reliability, information security and financial 
crime. The Club has a number of key 
performance indicators in place to identify 
and manage operational risk, and systems 
are regularly reviewed 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 held on 
23 May 2019 appointed Deloitte Audit S.a.r.l. 
as Statutory Auditor for the financial year 
ended 31 December 2019. The Annual 
General Meeting in 2020 will consider the 
appointment of auditors for the financial 
year end 31 December 2020.

By order of the Board

PHILIP D. ORME
CHAIRMAN,  
THE SHIPOWNERS’ CLUB

30 March 2020

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

STRATEGIC GOAL
CAPITAL ADEQUACY & 
RISK MANAGEMENT

FINANCIAL REVIEW CONTINUED The Shipowners’ Club | Annual Report 2019
O

VE
RV

IE
W

ST
RA

TE
G

IC
 R

EP
O

RT
G

O
VE

RN
AN

CE
FI

N
A

N
C

IA
L 

R
E

V
IE

W



35

Report of the Réviseur 
d’Enterprises Agréé 

FINANCIAL REVIEW CONTINUED

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

REPORT ON THE AUDIT OF THE 
CONSOLIDATED ACCOUNTS
Opinion
We have audited the consolidated accounts 
of The Shipowners’ Mutual Protection and 
Indemnity Association (Luxembourg) (“the 
Association”) which comprise the consolidated 
balance sheet as at December 31, 2019, and 
the consolidated income and expenditure 
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 for the year ended 
December 31, 2019, are prepared in all 
material respects, in accordance with the 
basis of accounting described in notes 1 
and 2 to these consolidated accounts.

Basis for opinion
We conducted our audit in accordance with 
the EU Regulation Nº 537/2014, 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 the EU Regulation Nº 537/2014, the 
Law of 23 July, 2016 and ISAs as adopted 
for Luxembourg by the CSSF are further 
described in the « Responsibilities of the 
“Réviseur d’Entreprises Agréé for the audit 
of the consolidated accounts » section of 
our report. 

We are also independent of the Association 
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.

EMPHASIS OF MATTER –  
BASIS OF ACCOUNTING
We draw attention to notes 1 and 2 of these 
consolidated accounts, which describe 
the basis of accounting. These consolidated 
accounts have been prepared to assist 
The Shipowners’ Mutual Protection and 
Indemnity Association (Luxembourg) to 
meet its financial information requirements 
to its Members and to be consistent with the 
basis adopted by the other members of the 
International Group of P&I Clubs. As a result, 
these consolidated accounts may not be 
suitable for another purpose.

Our opinion is not modified in respect 
of this matter.
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36FINANCIAL REVIEW CONTINUED

KEY AUDIT MATTERS
Key audit matters are those matters that, 
in our professional judgment, were of most 
significance in our audit of the consolidated 
accounts of the current period. 

These matters were addressed in the 
context of the audit of the consolidated 
accounts as a whole, and informing our 
opinion thereon, and we do not provide 
a separate opinion on these matters.

Valuation of incurred but not 
reported (IBNR) claims reserves:
Risk	description:
Gross claims outstanding include incurred 
but not reported (IBNR) claims reserves 
which are typically recognised to reflect the 
uncertainty around the ultimate losses that 
will be incurred arising from claims due to 
the long-term nature of the Association’s 
exposure. The judgments that are made by 
management in determining the valuation 
of incurred but not reported (IBNR) claims 
reserves, as mentioned in Note 2 to the 
consolidated accounts, are significant to the 
Association’s financial position. Determining 
these incurred but not reported (IBNR) claims 
reserves requires subjectivity and alterations 
in underlying assumptions may have a 
material impact on the financial position of the 
Association and on the results of its operations. 
In this context, the valuation of incurred but 
not reported (IBNR) claims reserves in respect 
of management’s selection of methodology 
and assumptions underlying the valuation 
of incurred but not reported (IBNR) claims 
reserves has been assessed as a key 
audit matter.

OTHER INFORMATION
The Board of Directors is responsible for 
the other information. The other information 
comprises the information stated in the 
Report of the Directors but does not include 
the consolidated accounts and our report 
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 AND THOSE 
CHARGED WITH GOVERNANCE FOR 
THE CONSOLIDATED ACCOUNTS
The Board of Directors is responsible for the 
preparation and fair presentation of these 
consolidated accounts in accordance with 
the basis of accounting described in notes 
1 and 2 to these consolidated accounts 
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.

Audit	responses:
We have assessed the design and 
implementation of key controls which 
management performs in relation to insurance 
reserving. This included assessing the design 
and implementation of controls over the data 
used by the actuarial experts, the internal 
challenge of that work and the appropriate 
governance oversight in determining the 
key assumptions underpinning the valuation 
of incurred but not reported (IBNR) claims 
reserves. We completed procedures to 
assess the competence and objectivity of 
management’s actuarial experts and involved 
our own actuarial specialists to assess the 
appropriateness of the methodology applied 
and the suitability of the key assumptions and 
judgments taken in determining the incurred 
but not reported (IBNR) claims reserves.

OTHER MATTERS
The Shipowners’ Mutual Protection and 
Indemnity Association (Luxembourg) has 
prepared a separate set of consolidated 
accounts as at 31 December, 2019, in 
accordance with Luxembourg legal and 
regulatory requirements relating to the 
preparation of the consolidated accounts on 
which we issued a separate auditor’s report 
to the Members of the Shipowners’ Mutual 
Protection and Indemnity Association 
(Luxembourg) dated 9 April 2020.

The consolidated accounts of The Shipowners’ 
Mutual Protection and Indemnity Association 
(Luxembourg) for the year ended December 
31, 2018, were audited by another auditor who 
expressed an unmodified opinion on those 
consolidated accounts on April 4, 2019.

In preparing the consolidated accounts, the 
Board of Directors is responsible for assessing 
the Association’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 
Association or to cease operations, or has 
no realistic alternative but to do so.

Those charged with governance are 
responsible for overseeing the Association’s 
financial reporting process.

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 the 
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 
EU Regulation Nº 537/2014, 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.
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As part of an audit in accordance with the EU 
Regulation Nº 537/2014, the Law of 23 July 2016 
and with ISAs as adopted for Luxembourg by the 
CSSF, we exercise professional judgment and 
maintain professional scepticism 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 Association’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 Association’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 the “Réviseur d’Entreprises Agréé” to the 
related disclosures in the consolidated accounts 
or, if such disclosures are inadequate, to 

REPORT ON OTHER LEGAL AND 
REGULATORY REQUIREMENTS
We have been appointed as Réviseur 
d’Entreprises Agréé by the General Meeting 
of the Shareholders on 23 May 2019, and the 
duration of our uninterrupted engagement, 
including previous renewals and 
reappointments, is 1 year. 

The Report of the Directors is consistent 
with the consolidated accounts and has 
been prepared in accordance with applicable 
legal requirements.

We confirm that the audit opinion is 
consistent with the additional reports 
to the audit committee or equivalent.

We confirm that the prohibited non-audit 
services referred to in the EU Regulation Nº 
537/2014 were not provided and that we 
remained independent of the Association 
in conducting the audit.

For Deloitte Audit, Cabinet de Révision Agréé

JÉRÔME LECOQ, 
RÉVISEUR D’ENTREPRISES AGRÉÉ 
PARTNER

9 April 2020

modify our opinion. Our conclusions are 
based on the audit evidence obtained up 
to the date of our report of the “Réviseur 
d’Entreprises Agréé”. However, future events 
or conditions may cause the Association 
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.

 • Obtain sufficient appropriate audit evidence 
regarding the financial information of 
the entities and business activities within 
the Association 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.

From the matters communicated with 
those charged with governance, we determine 
those matters that were of most significance 
in the audit of the consolidated accounts of the 
current period and are therefore the key audit 
matters. We describe these matters in our 
report unless law or regulation precludes 
public disclosure about the matter.
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Consolidated Balance Sheet
as at 31 December 2019

Note
31 December 2019 31 December 2018

US$ ‘000 US$ ‘000 US$ ‘000 US$ ‘000

ASSETS
Intangible assets 
Intangible assets 4 25,620 22,371

25,620 22,371
Investments
Investments in affiliated undertakings and participating interests

Participating interests 5 391 966
Other financial investments

Shares and other variable yield transferable securities 
and units in unit trusts 5 108,558 145,713
Debt securities and other fixed income transferable securities 5 448,744 373,348
Deposits with credit institutions 5 25,747 15,815

583,440 535,842
Reinsurers’ share of technical provisions
Provision for unearned premiums 3,938 3,970
Claims outstanding 6 97,315 84,191

101,253 88,161
Debtors
Debtors arising out of direct insurance operations

Policy holders 47,594 46,141
Intermediaries 37 71

Debtors arising out of reinsurance operations 7 11,021 2,665
Other debtors 908 1,353

59,560 50,230
Other assets
Tangible assets and stocks 8 11,982 12,547
Cash at bank and in hand 109,163 121,629

121,145 134,176
Prepayments and accrued income
Accrued interest 3,963 3,052
Deferred acquisition costs 9,908 8,968
Other prepayments and accrued income 900 416

14,771 12,436
TOTAL ASSETS 905,789 843,216

The notes on pages 42 to 53 form part 
of these Consolidated Annual Accounts.

Approved by the Board on 30 March 2020

PHILIP D. ORME
CHAIRMAN

DR. YVES WAGNER
DIRECTOR
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Consolidated Balance Sheet continued
as at 31 December 2019

Note
31 December 2019 31 December 2018

US$ ‘000 US$ ‘000 US$ ‘000 US$ ‘000

LIABILITIES
Capital and reserves 
Legal reserve 300 300
Contingency reserve 303,525 341,426
Profit/(loss) for the financial year 36,149 (37,901)

9 339,974 303,825
Technical provisions
Provision for unearned premiums 69,027 63,457
Claims outstanding 6 464,442 440,348

533,469 503,805
Provision for other risks and charges
Provision for taxation 1,191 438

Creditors 3
Creditors arising out of direct insurance operations

Policy holders 5,953 6,235
Intermediaries 11,857 11,425

Creditors arising out of reinsurance operations 6,687 9,646
Other creditors, including tax and social security 1,271 1,352

25,768 28,658

Accruals and deferred income 5,387 6,490

TOTAL LIABILITIES 905,789 843,216

The notes on pages 42 to 53 form part 
of these Consolidated Annual Accounts.
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Consolidated Income and Expenditure Account
for the year ended 31 December 2019

The notes on pages 42 to 53 form part 
of these Consolidated Annual Accounts.Note

31 December 2019 31 December 2018
US$ ‘000 US$ ‘000 US$ ‘000 US$ ‘000

TECHNICAL ACCOUNT –  
NON-LIFE INSURANCE BUSINESS
Earned Premiums
Gross premiums written 10 230,472 228,391
Outward reinsurance premiums 11 (24,911) (29,644)
Change in the gross provision for unearned premiums (5,570) (4,124)
Change in the provision for unearned premiums, 
reinsurers’ share 11 (32) 374

199,959 194,997
Allocated investment return transferred  
from the non-technical account 48,827 (28,754)

Claims incurred net of reinsurance
Claims paid
Gross amount 12 (171,538) (147,508)
Reinsurers’ share 11,12 26,017 9,903
Net claims paid (145,521) (137,605)
Change in the provision for claims
Gross amount 12 (24,094) (14,928)
Reinsurers’ share 11,12 13,124 1,495
Change in the net provision for claims (10,970) (13,433)

(156,491) (151,038)
Net operating expenses
Acquisition costs 13 (31,187) (31,395)
Change in deferred acquisition costs 940 634
Administrative expenses (23,494) (21,395)

(53,741) (52,156)

Balance on the technical account  
for non-life insurance business 38,554 (36,951)

The Shipowners’ Club | Annual Report 2019FINANCIAL STATEMENTS
O

VE
RV

IE
W

ST
RA

TE
G

IC
 R

EP
O

RT
G

O
VE

RN
AN

CE
FI

N
A

N
C

IA
L 

R
E

V
IE

W



41

Consolidated Income and Expenditure Account continued
for the year ended 31 December 2019

The notes on pages 42 to 53 form part 
of these Consolidated Annual Accounts.Note

31 December 2019 31 December 2018
US$ ‘000 US$ ‘000 US$ ‘000 US$ ‘000

NON-TECHNICAL ACCOUNT
BALANCE ON THE TECHNICAL ACCOUNT  
FOR NON-LIFE INSURANCE BUSINESS 38,554 (36,951)
Investment income 14 61,787 21,930
Investment charges 14 (12,960) (50,684)

48,827 (28,754)

Allocated investment return transferred to the  
non-life insurance technical account (48,827) 28,754
Other charges, including value adjustments 15 (544) (236)
Tax on profit or loss on ordinary activities 16 (1,861) (714)

Profit/(loss) for the financial year 9 36,149 (37,901)
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1. GENERAL
The Shipowners’ Mutual Protection and 
Indemnity Association (Luxembourg) (the 
Club or the Association) is registered in the 
Grand Duchy of Luxembourg. It is a mutual 
insurance association, whose principal activity 
is the insurance and reinsurance of marine 
protection and indemnity risks on behalf 
of its membership. As a mutual insurance 
association, the Club does not have a share 
capital and the liability of its members 
is limited to the calls and supplementary 
premiums set by the Directors of the Club.

Basis of Presentation 
These consolidated annual accounts have 
been prepared in accordance with the 
significant accounting policies set out in Note 
2. These accounting policies and disclosures 
are consistent with those required by the 
amended law of December 8, 1994 on the 
annual accounts of insurance and reinsurance 
undertakings in Luxembourg, except for the 
shares and other variable yield transferable 
securities, and debt securities and other fixed 
income transferable securities, which are 
valued at market value. In order to simplify 
the notes to the accounts for the users of the 
financial statements, the presentation of the 
investment income and investment charges 
sections in the income and expenditure 
account has changed to summarise the 
categories for investment income and 
investment charges. The breakdown of 
the investment income and investment 
charges has been included in Note 14.

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. The group 
undertakings are fully consolidated. 

Group undertakings
The Shipowners’ 
Protection Limited UK 100%

S.O.P. (Bermuda) Limited Bermuda 100%

Spandilux S.A. Luxembourg 100%
Hydra Insurance 
Company Limited, 
Shipowners’ Cell Bermuda 100%
The Shipowners’ 
Management Limited UK 100%
The Shipowners’ 
Protection (Hellas) LLC Greece 100%
CTRL Marine 
Solutions Limited UK 100%

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.

(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 
consolidated 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.

Notes to the Consolidated Annual Accounts
for the year ended 31 December 2019
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2. ACCOUNTING POLICIES CONTINUED
(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 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 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 
equipment

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.

(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 Consolidated 
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.

Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019
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2. ACCOUNTING POLICIES CONTINUED
(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 Consolidated Income 
and Expenditure Account.

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

4. INTANGIBLE ASSETS
31 December 2019

US$ ‘000
31 December 2018 

US$ ‘000
Software

Development Goodwill Total
Software

Development Goodwill Total

Cost
At the beginning of the year  40,097  1,625  41,722 32,753 – 32,753
Additions  9,902 –  9,902 7,344 1,625 8,969
At the end of the year  49,999  1,625  51,624 40,097 1,625 41,722

Accumulated Depreciation
At the beginning of the year (19,150) (201) (19,351) (16,571) – (16,571)
Annual Amortisation (6,319) (334) (6,653) (2,579) (201) (2,780)
At the end of the year (25,469) (535) (26,004) (19,150) (201) (19,351)

Carrying Amount  24,530  1,090  25,620 20,947 1,424 22,371

Goodwill represents that arising on the acquisition of 33.03% of Jumar Holdings Limited. The annual amortisation in relation to the goodwill, 
amounting to US$’000 334 (2018: US$’000 201), is booked in the caption “Other charges, including value adjustments” of the Consolidated 
Income and Expenditure Account (Note 15). 

There have been no value adjustments booked during 2019 and 2018. 

Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019
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5. INVESTMENTS
31 December 2019  

US$ ‘000
31 December 2018 

US$ ‘000

Participating interests
The movements during the year are as follows:

Net book value at the beginning of the year 966 –
Additions – 1,234
Value adjustments (575) (268)
Net book and market value at the end of the year 391 966

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

31 December 2019  
US$ ‘000

31 December 2018 
US$ ‘000

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

Book and Market value 108,558 145,713
Debt securities and other fixed income transferable securities

Book and Market value 448,744 373,348
Deposits with credit institutions

Book and Market value 25,747 15,815

Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019
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6. TECHNICAL PROVISION – CLAIMS OUTSTANDING
31 December 2019

Total 
US$ ‘000

31 December 2018
Total 

US$ ‘000

Gross Claims Outstanding
Own claims 306,989 277,374 
Own claims IBNR 103,545 108,409 
Other Clubs’ pool claims 39,742 37,979 
Other Clubs’ pool claims IBNR 14,166 16,586 

464,442 440,348 
Reinsurers’ Share
Pool Claims (22,936) (15,926)
Pool Claims IBNR (2,996) (924)
Other reinsurers (37,747) (53,351)
Other reinsurers IBNR (33,636) (13,990)

(97,315) (84,191)

7. DEBTORS ARISING OUT OF REINSURANCE OPERATIONS
31 December 2019

Total 
US$ ‘000

31 December 2018
Total 

US$ ‘000

Other reinsurers  11,021 2,665
 11,021 2,665

Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019
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8. TANGIBLE ASSETS AND STOCKS
31 December 2019 US$ ‘000

Leasehold 
Improvements

Computer 
Equipment

Communications
Hardware

Furniture  
and Fixtures

Property  
and Plant Total

Cost
At the beginning of the year 4,890  1,435  26  831  10,022  17,204 
Additions 159  92 –  28 –  279 
At the end of the year  5,049  1,527  26  859  10,022  17,483 

Accumulated Depreciation
At the beginning of the year (2,954) (1,209) (26) (468) – (4,657)
Annual Amortisation (317) (60) – (193) (274) (844)
At the end of the year (3,271) (1,269) (26) (661) (274) (5,501)

Carrying Amount  1,778  258 – 198  9,748  11,982 

31 December 2018 US$ ‘000
Leasehold 

Improvements
Computer 

Equipment
Communications

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

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

Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019
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9. RESERVE MOVEMENTS
31 December 2019 31 December 2018

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 300 303,525 – 300 341,426 –
Profit/(loss) for the financial year – – 36,149 – – (37,901)
Transferred to contingency reserve – 36,149 (36,149) – (37,901) 37,901
Balance carried forward 300 339,674 – 300 303,525 –

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

31 December 2019 
US$ ‘000

31 December 2018 
US$ ‘000

Member state of the head office 553 427
Other EEC member states 50,947 50,172
Non-member states 178,972 177,792

230,472 228,391

11. REINSURANCE BALANCE
31 December 2019 

US$ ‘000
31 December 2018 

US$ ‘000

Outward Reinsurance Premium (24,911) (29,644)
Change in the provisions for unearned premiums, reinsurers’ share (32) 374
Claims paid, reinsurers’ share 26,017 9,903
Change in the provisions for claims outstanding, reinsurers’ share 13,124 1,495

14,198 (17,872)

Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019
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12. CLAIMS INCURRED NET OF REINSURANCE
31 December 2019 

US$ ‘000
31 December 2018 

US$ ‘000

Claims paid
Gross Amount
Own claims (154,592) (138,504)
Other Clubs’ pool claims (16,946) (9,004)

(171,538) (147,508)
Reinsurers’ Share
Pool 3,209 2,526
Other reinsurers 22,808 7,377

26,017 9,903
Change in the provision for claims outstanding
Gross Amount
Own claims (24,752) (12,308)
Other Clubs’ pool claims 658 (2,620)

(24,094) (14,928)
Reinsurers’ Share
Pool 9,082 4,332
Other reinsurers 4,042 (2,837)

13,124 1,495

13. COMMISSIONS
The caption “Net operating expenses – Acquisition costs” comprises only commissions linked to the direct insurance business of the Club 
amounting to US$’000 31,187 and US$’000 31,395 for the year ended December 31, 2019 and December 31, 2018, respectively.

Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019

The Shipowners’ Club | Annual Report 2019FINANCIAL STATEMENTS
O

VE
RV

IE
W

ST
RA

TE
G

IC
 R

EP
O

RT
G

O
VE

RN
AN

CE
FI

N
A

N
C

IA
L 

R
E

V
IE

W



50

14. INVESTMENT INCOME AND CHARGES 
31 December 2019 

US$ ‘000
31 December 2018 

US$ ‘000

Investment Income
Income from other investments 16,365 14,411
Gains on foreign exchange 4,748 4,632
Gains on realisation of investments 20,695 3,155
Value re-adjustments on investments 19,979 –
Income from participating interests – (268)

61,787 21,930

31 December 2019 
US$ ‘000

31 December 2018 
US$ ‘000

Investment charges
Investment management charges, including interest (2,319) (2,412)
Losses on foreign exchange (4,125) (12,792)
Losses on realisation of investments (5,941) (2,830)
Value adjustment on investments (575) (32,650)

(12,960) (50,684)

15. OTHER CHARGES, INCLUDING VALUE ADJUSTMENTS
31 December 2019 

US$ ‘000
31 December 2018 

US$ ‘000

Other charges for the year are as follows:
CTRL (77) (35)
Goodwill linked to Jumar Holdings Limited (Note 4) (334) (201)
Other (133) –

(544) (236)

16. TAXATION
31 December 2019 

US$ ‘000
31 December 2018 

US$ ‘000

Luxembourg municipal and state taxes (596) (240)
UK Corporation Tax (876) (388)
Other taxes (389) (86)

(1,861) (714)

Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019
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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 (excluding VAT) accrued by the Club and payable to the Club’s auditors for the year ending 31 December 2019 are as follows:

31 December 2019 
US$ ‘000

31 December 2018 
US$ ‘000

Audit Fee (including Special Report and other reporting requirements 
instructed by the Commissariat aux Assurances)  453 571
Non-audit services  28 28

 481 599

Non-audit services relate to the services provided to the Association in relation to assistance with tax filing requirements.

19. PERSONNEL EMPLOYED DURING THE YEAR
31 December 2019 31 December 2018 

The average number of persons employed by the group during the year was: 165 158
The persons employed during the year fell into the following categories:

Administrative  42 61
Technical  94 68
Financial  29 29

 165 158

31 December 2019
US$ ‘000 

31 December 2018
US$ ‘000 

Staff costs during the year were as follows:
Wages and Salaries  15,920 15,901
Other staff related costs  1,270 1,066
Social Security costs  1,749 1,725
Other pension costs  1,030 963

 19,969 19,655

Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019
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Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019

20. DIRECTORS FEES
The aggregate amount paid to Directors during the year ended 31 December 2019 was US$’000 929 (2018: US$’000 944).

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.

22. FORWARD FOREIGN EXCHANGE CONTRACTS
As at December 31, 2019, the following forward foreign exchange contracts on currencies were outstanding:

Purchase (GBP) Sale (US$) Maturity Maturity Rate
Unrealised 

appreciation ($)
Unrealised 

depreciation ($) Counterparty

2,000,000 2,622,000 03/01/2020 1.3110 – (157,400) Berenberg Bank
1,500,000 1,969,350 03/02/2020 1.3129 – (120,900) Berenberg Bank
1,500,000 1,971,600 02/03/2020 1.3144 – (123,150) Berenberg Bank
Net unrealised appreciation/(depreciation) on forward foreign 
exchange contracts – (401,450)

This is included in the Income and Expenditure Account under “Investment management charges, including interest”.

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 02/01/2019 1.4079 – (302,175) Berenberg Bank
900,000 1,268,460 01/02/2019 1.4094 – (122,220) Berenberg Bank
800,000 1,129,120 01/03/2019 1.4114 – (110,240) Berenberg Bank
2,500,000 3,339,250 01/04/2019 1.3357 – (155,250) Berenberg Bank
900,000 1,203,930 01/05/2019 1.3377 – (57,690) Berenberg Bank
800,000 1,071,920 03/06/2019 1.3399 – (53,040) Berenberg Bank
2,500,000 3,295,750 02/07/2019 1.3183 – (111,750) Berenberg Bank
900,000 1,188,900 01/08/2019 1.321 – (42,660) Berenberg Bank
800,000 1,058,240 03/09/2019 1.3228 – (39,360) Berenberg Bank
Net unrealised appreciation/(depreciation) on forward foreign 
exchange contracts – (994,385)
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Notes to the Consolidated Annual Accounts continued
for the year ended 31 December 2019

23. FINANCIAL COMMITMENTS AND GUARANTEES 
The Association itself and through its subsidiary, S.O.P. (Bermuda) Limited – Bermuda, has pledged certain investments of $24m as security to obtain 
credit facilities of $78m. 

Total non-insurance related bank guarantees and letters of credit issued on behalf of the Association at 31 December 2019 were: 

31 December 2019 
US$ ‘000

31 December 2018 
US$ ‘000

Letters of credit and other guarantees 10 10
10 10

As at 31 December 2019, the Association has committed to the future use of office space for a value of US$ 1.7m.

24. SUBSEQUENT EVENTS 
As noted in the directors’ report, due to the pandemic attributable to the spread of the COVID-19 coronavirus, government authorities are gradually 
imposing self-quarantines and restrictions on the movement of people. In addition, these events have resulted in increased volatility within the 
global financial markets, affecting the value of assets and financial conditions. 

Due to the high level of uncertainty regarding future developments as a result of the pandemic, the Board of Directors will continue to closely 
monitor the potential impact of COVID-19 on the business and development/performance of the Association, in particular in terms of the (i) impact 
on its operations, (ii) development in claims experience, (iii) variations in the value of assets held and (iv) compliance with regulatory requirements 
in terms of solvency requirements.
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Consolidated Policy Year Statement
20 February 2020

The Policy Year statement shows 
the position of open policy years 
as at 20 February 2020.

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 23% 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.

2019
US$ ‘000 

2018
US$ ‘000 

2017
US$ ‘000

Calls and premiums
Debited in 2019 financial year and prior 228,886 223,033 216,811
Debited/(credited) in 2020 financial year 271 19 5

229,157 223,053 216,816

Reinsurance premiums (28,408) (29,495) (26,467)
Claims paid

Own claims (41,636) (92,165) (81,821)
Other Clubs’ Pool claims (3,459) (7,402) (7,185)

Reinsurance recoveries
Pool  – (2,990) –
Other reinsurers 163 11,175 4,114

Estimated outstanding claims
Own claims (115,024) (77,956) (43,837)
Other Clubs’ Pool claims (11,119) (13,768) (6,941)

Estimated reinsurance recoveries
Pool 4,849 7,955 –
Other reinsurers 105 1,613 528

Administrative expenses (23,405) (21,761) (20,455)
Acquisition costs (31,021) (30,175) (29,317)

Surplus/(deficit) at 20 February 2020 (19,797) (31,916) 5,433
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Contact Us

FOLLOW US ON TWITTER 

@ShipownersClub

CONNECT TO US ON LINKEDIN:

The Shipowners’ Club

SIGN UP TO OUR NEWSLETTER 

www.shipownersclub.com

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

AUDITORS
Deloitte Luxembourg,  
Société à responsabilité limitée 
20 Boulevard de Kockelscheuer 
L-1821 Luxembourg

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
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