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 §2017/18 saw a particularly large
investment return which bolstered
the Club’s free reserves.
 § Lower investment return in 2018/19,
combined with adverse experience on a
number of large claims means the free
reserves have fallen to $505 million.
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 § The investment return of 1.4%
was substantially less than
last year. Excluding the loss
on currency movements, the
underlying return was 2.8%.
 §Equities have driven the investment
gains in recent years. However, they
were broadly flat over 2018/19,
which negatively impacted the
overall return on the portfolio.

 § The combined ratio of 114%
for the financial year is outside
the Club’s acceptable range.
 §A small number of large claims in
2018/19 in addition to reduced
premium income have led to the
increase in the combined ratio.
 §Over the last 8 years Members
have benefited from significant
premium reductions. Premium rates
are at historically low levels.

Financial year

Financial year

Financial year

Financial Highlights

Free Reserves
Free reserves for financial years 2011-2018

Free Reserves

Investment Return
Investment return for financial years 2011-2018

Combined Ratio
Combined ratio for financial years 2011-2018 (excluding Mutual Premium Discounts)

Ratio
Target
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 § Total number of claims notified to
the Club during the 2018 policy year
has fallen significantly compared
to recent years. However, the total
cost of attritional claims (those with
a cost below $0.5m) is similar to
last year. The reduction in frequency
has been offset by continued claims
inflation of approximately 4%.
 § The cost of large claims has increased
significantly over the last few years.

 § Typically, casualty claims are the
most variable of any category. While
these remain relatively high in 2018,
the Club has also experienced a
few large personal injury claims.
 § The Pool has had its most active
year since 2013 with over 20 claims
notified in the 2018 policy year.
Only one of these claims relates
to the Club and its Pool credit still
stands at over $100 million. This
credit reduces the Club’s exposure
to this volatile category of claim.

Policy year

Policy year

Size and Frequency
Total net notified claims by size and claims frequency 
for policy years 2011-2018 at 12 months

Claims
Total net notified claims for policy years 2011-2018 
at 12 months by claims category 
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 § The Club meets all of its regulatory
capital requirements and holds an A
(Stable) rating with Standard & Poor’s.
 § The Club’s capital adequacy ratio
increased from 202% to 208% as at
February 2019 following the inversion
of the Club’s group structure which
enabled the Club to recognise more
of its available Ancillary Own Funds.
 § The movement in the Basic Own Funds
reflects the repayment of hybrid capital.
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Regulatory Capital
Group regulatory capital

Operational risk
Counterparty default risk
Underwriting risk
Market risk

Ancillary own funds 
Basic own funds

Casualty
Cruise
Cargo

Pool
Injury
Illness

FrequencyPool
Large
Attritional
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Chairman’s 
Statement

This is my first statement as Chairman 
having taken over from Alan Olivier in 
October 2018. I would like to begin by 
expressing thanks to Alan, on behalf of 
the Board of the Club, for his leadership 
and contribution over the last 5 years. 
During his time as Chairman, the Club’s 
entered tonnage grew from 120 million 
to over 140 million gross tonnes and the 
free reserves were strengthened from 
just under $400 million in February 2013 
to over $500 million today. The strong 
financial position of the Club is a fitting 
testament to his time as Chairman.

150 years of the UK Club

I am privileged that my first year as 
Chairman coincides with the Club’s 
150th Anniversary. It is an outstanding 
achievement for the Club to reach 
this landmark and demonstrates the 
importance of the mutual model to the 
shipping world. The provision of superior 
service to Members, delivered at cost, 
remains as central to the ethos of the 
Club today as it has for the last 150 years.

As part of the celebrations, the Club 
organised a competition, “Investing in a 
safer tomorrow” which challenged a new 
generation of shipping professionals to 
identify fresh safety initiatives. Over 200 
entries were received and the winner will 
be announced at the Club’s forthcoming 
gala anniversary dinner in July. 

Promoting safety among our Members, 
and the industry more widely, remains one 
of the key pillars of the Club’s Corporate 
Plan. This year the Club launched a 
series of videos tracking events in the 
build up to an incident leading to a claim. 
These videos supplement the existing 
“lesson learnt” publications and are 
available to all on the Club’s website.

Underwriting Discipline

One of the Club’s most important 
objectives has been to maintain 
underwriting discipline in order to 
deliver a predictable and consistent 
financial result for our Members.

Over the past eight years this focus 
on stability of underwriting result 
has produced an average combined 
ratio of approximately 100%. 
This has been achieved despite 
changes in the claims profile. 

In recent years, generally favourable 
claims experience and rising capital 
levels have depressed premium rates 
across the market, exposing the 
underwriting result to increases in claims 
activity. In the past that exposure would 
have come from the generality of all 
claims but, over the past ten years, the 
shape of the Club’s claims profile has 
changed. The attritional claims (those 
with a cost below $0.5m) have dropped 
dramatically in number and in cost and 
now represent a third of the total cost of 
claims as opposed to half ten years ago. 
This change in the claims profile means 
that the Club is now much more exposed 
to even a moderate increase in the 
number of large claims. 2018 has seen 
just such an increase in both the Club’s 
own claims and the cost of the Pool.

Twelve claims, each with a cost over $3 
million, have been notified to the Club 
during the 2018 policy year compared 
to an average of six over the previous 
ten policy years. The cost associated 
with the six additional claims above 
the average was nearly $40 million 
or 15% on the combined ratio. 

This additional cost increased the 
combined ratio for the financial year 
to 114%. This is above the Club’s 
acceptable range and, although 
the cost of large claims may be 
exceptional, it highlights the need 
for future action on premium rates.

Strong capital position

The underwriting result for the year 
demonstrates the importance of 
scale and strong capital. The Club 
remains financially strong with free 
reserves of $505 million even after 
allowing for the cost of the 2018 
year and repayment of the hybrid 
capital in August 2018. The Club has 
retained its S&P rating of A (Stable).

Renewal

The service and strength of the Club 
continues to attract new Members. At 
20th February 2019, mutual owned 
net tonnage grew to 144 million gross 
tonnes, a net increase of over 5 million 
gross tonnes over the course of the year.
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Governance

This report marks the first with UK 
(Europe) as the parent company of the 
Group following a restructure last year to 
optimise the Club’s capital position. The 
Group includes an additional subsidiary, 
UK P&I NV which has been established 
to ensure a smooth transition through 
Brexit irrespective of the shape of the 
final trade agreement between the UK 
and the EU member states. UK P&I 
NV, based in Rotterdam, has received 
the necessary licenses to insure all 
European risks entering the Club. 

People 

I am very grateful to my deputy 
Chairmen; Mr R. Chen of Wan Hai Lines, 
Mr N. Schües of Reederei F. Laeisz 
and Mr P. Wogan of GasLog for their 
continuing support on all Club matters.

I am pleased to welcome to the 
Members’ Committee: Mr U. Schawohl 
of Hapag Lloyd AG, Hamburg, Mr N. 
Smedegaard of DFDS A/S, Copenhagen 
and Mr S. N. Vlassopoulos of Ionic 
Shipping (Management) Inc, Athens. 

I would like to thank N. Tsakos of 
Tsakos Energy Navigation group 
and T. Al-Junaidi of Oman Ship 
Management who both left the 
Members’ Committee in the past year.

Looking ahead

As the Club enters its second 150 years, 
it continues to aim for market leadership 
by attracting high quality Members 
through the delivery of market leading 
service, including loss prevention and 
safety initiatives, and excellent financial 
security. This central ethos will continue 
to guide the Club as it evolves to meet 
the changing needs of its Members. 
New opportunities and challenges 
will arise as the global trade moves 
increasingly towards a digital age and 
the Club is well positioned to meet 
these changes over the coming years.

Nicholas Inglessis 
Chairman

The Club remains financially 
strong with Free Reserves 
of $505 million even 
after allowing for the 
cost of the 2018 year.
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Strategic Report The UK P&I Club has been protecting 
its Members from third party liabilities 
and expenses in the form of Protection 
and Indemnity insurance and other 
marine covers for the last 150 years. 
It will continue to offer excellent cover, 
value for money and financial security.

The Club operates from nine offices 
worldwide and, when combined with 
its extensive correspondent network, 
is able to offer on-the-spot help and 
local knowledge in over 350 ports. The 
Club’s expertise in solving Members’ 
problems around the world is critical 
to its first-class service offering.

The Club places significant importance 
on its loss prevention and safety 
initiatives which are not only beneficial 
to its Members’ operations but also 
work to protect the lives of thousands of 
seafarers and passengers worldwide.

Underwriting

The Club aims to maintain breakeven 
underwriting over the medium term, 
which is vital to its future financial health. 
This year, a handful of large claims has 
resulted in an increased combined ratio 
of 114%, although the 8-year average 
remains at approximately 100%.

The Club’s philosophy is to accept 
Members from a wide variety of trades 
and geographical locations, assuming 
entry criteria are met and appropriate 
rates for the risk can be agreed. This 
spread of risk protects the Club from 
a decline in loss records within certain 
trades and provides the necessary 
flexibility to work with Members 
whose records have deteriorated. 

The Club will not pursue new business at 
the expense of financial discipline, and 
it has declined to quote for more than 
7 million gt of potential new business 
over the last year. Nevertheless, the 
Club’s excellent service, its strong 
financial position and its fair rating 
policy has enabled the Club to grow at 
a controlled rate at the recent renewal.

It is important that premiums reflect the 
risk of claims bought by a Member and 
not just their recent loss experience. 
This is particularly important as 
large claims form an increasing 
part of the Club’s claims costs. 

Case Study: loss prevention 
lessons learnt 
The UK Club is proud of the steps 
taken to assist Members to reduce 
their exposure to claims through our 
extensive loss prevention programme. 
The latest safety initiative from the team 
is the Lessons Learnt project launched 
in 2018.

The UK P&I Club Lessons Learnt 
project comprises a series of freely 
available reports and complementary 
reflective learning videos dealing with 
real life incidents sourced from the 
Club’s claims database. They are 
presented in concise, plain language 
so as to be easily accessible to multi-
national seafarers and shore personnel. 
The short animated videos are designed 
to provide an interactive training 
experience with a focus on common 

marine accidents and how to prevent 
them, with each video inviting the 
seafarer to reflect upon lessons learnt 
arising from the incident and how they 
could apply to their own shipboard 
practices and systems. A tangible 
measure of the programme’s success is 
the number of positive testimonials from 
ship owners and managers who have 
include the videos as part of in-house 
crew training programmes. The videos 
have been downloaded over 15,000 
times since being launched.

In addition, the Club continues to 
support Members though its programme 
of risk assessments. The programme 
started in 2011, and has helped to 
ensure a common approach between 
the Club and its members towards 
quality and safety issue.
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Risk Management

The Club has a comprehensive risk 
management framework and it continues 
to develop its analytical capabilities to 
assist with risk selection, assessment 
and management. Key elements of the 
Club’s risk management framework 
are its approved internal model and 
comprehensive reinsurance programme.

As a member of the International 
Group (“IG”), the Club also participates 
in the IG’s pooling arrangement and 
its reinsurance programme. These 
provide cover for claims costs in 
excess of $10 million. Details of the 
programme are available on the IG’s 
website. While the structure is slightly 
different to last year, the impact on 
the Club’s risk profile is minimal.

Claims

Claims development on prior policy 
years has continued to be favourable. 
However a handful of large claims have 
materially increased the cost of the 
2018 policy year compared to recent 
years. In particular, claims in excess 
of $3 million have doubled in terms of 
frequency and cost, adding nearly 15% 
to the Club’s combined ratio for the year.

Typically large claims arise from 
casualty related incidents, but the 
Club has also suffered a few large 

personal injury claims in 2018. Such 
large claims can affect any Member 
despite the quality of their operations. 
The loss prevention team works with 
Members to minimise the chances of 
such events occurring. However, should 
they occur the Club is well placed to 
assist Members in such unfortunate 
circumstances, both in terms of 
insurance cover and service that is vital 
for a smooth restoration of operations. 

The Club generally classifies large 
claims as those in excess of $0.5 
million. Only 10 years ago, these claims 
used to constitute approximately half 
of notified claims costs. However, 
in 2018, that has increased to two 
thirds. As large claims form a greater 
part of the Club’s claims costs, they 
will also need to form a greater part 
of Members’ premium requirements 
and this will naturally influence the 
Club’s approach to underwriting.

Attritional claims frequency (i.e. 
claims below $0.5 million) continues 
to demonstrate a downward trend, 
driven by the Club’s approach to risk 
selection, Members’ deductibles, 
loss prevention efforts and the 
general economic environment. 
This reduction has helped to offset 
underlying inflationary pressures.
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Case Study 
The volatility of the large claims 
continues and in April 2018 the 
UK Club’s large claims team were 
faced with an unusual major casualty 
when a bulk carrier loaded with 
about 63,000 tonnes of barley, 
experienced a brief engine failure 
while transiting the Bosporus Strait. 
As a result of the engine problem 
the vessel lost directional stability 
and struck an historic and iconic 
waterfront mansion on the eastern 
side of the strait close to the Fatih 
Sultan Mehmet Bridge in Istanbul.

The vessel was quickly stabilised and 
brought to anchor. Fortunately, there 
was no loss of life or personal injury. 
However, as a result of the contact, 
the 200 year old waterfront mansion 
suffered very significant damage and 
partial collapse. The owners of the 
mansion promptly arrested the vessel 
requesting security for $50 million. 
Immediately upon notification of the 
incident, the Club mobilised the local 
correspondent, surveyors and local 
lawyers to attend and investigate the 
incident. It was also necessary to 
provide support to the master and crew 
during local formal investigations in 

what had understandably become a 
very high profile case with extensive 
media coverage. Significantly, the case 
presented a highly visible portrayal of 
the potential dangers of navigation 
in the very busy Bosporus Strait. 

The local team was supplemented by 
investigators, specialist consultants and 
a Club representative flown from the 
UK. A prime objective was to establish 
contact with the owners of the mansion 
and their representatives and to explain 
and reassure them of the Club’s 
involvement in restoring the mansion. 
The Club is of course very familiar with 
dock damage claims but damage to an 
historic mansion brings new challenges. 
Working alongside the mansion 
owners, a team of specialist local 
architects, historians and structural civil 
engineers was established to ensure 
that the mansion is restored in line 
with the requirements of the Istanbul 
Heritage Council that oversees works 
to such buildings. Work is ongoing 
with regular meetings between the 
Club representatives and the mansion 
owners and local contractors to monitor 
progress and ensure that the mansion 
is restored to its former status.

Strategic Report
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Investments

Following the very strong investment 
performance last year, 2018 proved to 
be less favourable as equities dragged 
the performance down to a 1.4% return 
for the year. Currency movements for the 
year reduced returns from 2.8%, but the 
Club faces liabilities in non-US Dollar 
currencies that will have reduced too. 

The Club’s investment strategy remains 
unchanged, focussing on a diversified 
portfolio which matches assets against 
liabilities and aims to maximise returns 
over the medium term. It should be noted 
that with the current uncertain economic 
environment, investment returns over the 
near future might be more muted than in 
recent years. 

36%
21%

29%

8%
Alternative

6%
Cash

Government 
Bonds

Equity

Corporate 
Bonds
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The chart illustrates the Club’s SCR 
broken down into key risk categories.
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Capital and Risk Management

The Club aims to hold sufficient capital 
to provide Members with first class 
security without holding excessive 
capital. As such, the Club’s key objectives 
are to maintain an ‘A’ rating and retain 
sufficient capital to meet its regulatory 
requirements in all jurisdictions.

The Club’s credit rating of ‘A (stable)’ 
was most recently confirmed by 
S&P in December 2018. 

The Club’s key regulatory capital 
requirement is Solvency II’s Solvency 
Capital Requirement (or “SCR”). Rather 
than use the “Standard Formula” to 
calculate the Club’s SCR, the Club uses 
its sophisticated “Internal Model” instead, 
which better reflects the Club’s risks 

and avoids having to hold unnecessary 
levels of Members capital. The model 
is also an important risk management 
tool which helps the Club to manage its 
risks and capital over the medium term.

During the year, the Club repaid its 
$100 million of Hybrid debt. This was 
taken out in 2008 as an efficient way 
of rebuilding the Club’s capital strength 
without making a call on the Members.

At $505 million, the Club’s capital 
remains very strong and its regulatory 
capital coverage is shown in the 
following chart and further information 
is available in the Club’s Solvency and 
Financial Condition Report (“SFCR”).
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Industry Issues Fast moving industry issues are 
addressed in website advice and 
Updates. Throughout the year these 
issues have included: Piracy and the 
new BMP, MLC security for wages 
of captured seafarers, Air emissions 
and concerns regarding burdens to 
be assumed by owners under 2020 
regulations, the consistent interpretation 
of the 1992 Conventions (IOPCF and 
CLC), and Sanctions. As usual, the 
common theme was the consideration 
of liability risk and the extent to which 
it can be mitigated or insured. 
 
It was a particularly busy year for 
addressing Sanctions risks, with the 
May 2018 announcement of the US 
withdrawal from the JCPOA agreement 
resulting in owners winding down Iranian 
trade, while the EU sought to keep 
the JCPOA alive by expanding the EU 
Blocking Regulation, leaving a narrow 
compliance path to be trod for EU based 
Clubs reliant upon the US financial 
system. Iran was not the only relevant 
target, with sanctions affecting shipping 
in relation to Syria, Russia, Ukraine, 
Libya, North Korea, Venezuela and Cuba. 

Meanwhile agencies with responsibility 
for enforcing sanctions, both at UN 
and at national level, have shown an 
increasing expectation that marine 
insurers will avoid giving inadvertent 
support to sanctions breaking, by 
using technology to spot suspicious 
behaviour. A particular concern is the 
switching off of AIS systems which, 
save where done for safety or security 
reasons, breaches SOLAS and thereby 
jeopardises insurance cover. Owners 
should therefore exercise caution 
in ensuring their contracts contain 
up to date sanctions exceptions, 
and in case of doubt should obtain 
suitable legal advice before agreeing 
trades involving targeted areas. 
 
The Club is committed to helping 
Members navigate through industry 
issues when they arise and Members are 
encouraged to contact the Club should 
they need advice on any industry issues.
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Future Plans The Club has evolved over its 150 years 
and it will continue to do so in line with 
its Members’ needs.

At present, the general outlook for 
future investment returns appears more 
limited than the Club has seen in recent 
years. Combined with the change in 
claims profile this places additional 
emphasis on a disciplined approach 
to underwriting to protect the Club’s 
financial security over the medium term. 
The Club continues to develop its risk 
management and pricing tools to assist 
in this increasingly volatile environment.

Technology develops at a fast pace 
and will affect shipping and insurance, 
from the types of ships covered 
(e.g. autonomous ships), to the way 
we interact with our Members or 
the ways in which we operate and 
organise ourselves. The Club will 
continue to invest in technology and 
processes to improve its service 
and increase efficiencies.

One key area where technology is 
improving our service is our work with 
Members to prevent or mitigate the 
impact of losses. Improving safety at 
sea, early warning systems and crisis 
response is of vital importance to 
our Members and all those working 
or travelling on board ships. 

Finally, the core of the Club’s service 
offering is in its people. So the Club 
will continue to invest in its people 
ensuring that they are of the highest 
calibre committed to the success of 
both the Club and its Members.
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Fleet Profile Owned fleet – figures as at 20 February 2019

Sector by share of total gt (ships above 1,500 gt)
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SHIPPER LOGISTICS HUB 
WAREHOUSE

MULTIMODAL PORTS & TERMINALS OFFSHORE

Whatever your transport insurance needs,  
a Thomas Miller managed business will  
provide a market-leading solution.

The Complete 
Journey

Managed transport businesses annual  
premium income exceeds $700m.

$700M

Hellenic War Risks

Thomas Miller Claims

UK P&I Club

UK Defence Club

UK War Risks

TTClub

Thomas Miller Speciality

ITIC

Thomas Miller Law

Key
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SHIP OPERATOR LOGISTICS HUB 
WAREHOUSE

MULTIMODAL RECIPIENT

ukwarrisks.com
The largest British war risks club, 
insuring a UK and international 
membership.

ukdefence.com
The leading provider of Freight, 
Demurrage and Defence (legal costs) 
insurance to the maritime industry.

ukpandi.com
One of the world’s leading mutual insurer 
of third party liabilities for ocean-going 
merchant ships.

itic-insure.com
The world’s leading professional 
indemnity insurer of service providers 
in the transport and energy industries.

hellenicwarrisks.com
The war risks insurer for over 
70% of all Greek-owned ships.

ttclub.com
The leading provider of insurance 
and risk management services to 
the transport and logistics industry.

thomasmillerspeciality.com
Provides leading global insurance  
and related risk management services 
across a number of sectors including 
marine, offshore, aerospace, cyber, 
kidnap and ransom.

thomasmillerclaims.com
Professional claims handling of uninsured 
or below-deductible claims through to 
complete claims outsourcing.

tmlawltd.com
A fresh alternative to large, traditional 
firms in the marine legal sector,  
offering the full range of English  
marine law services.
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Global network On-the-spot help and local expertise is always 
available to Members.

New Jersey Piraeus Singapore

Hong Kong

Shanghai TokyoLondon RotterdamSan Francisco
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