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P&I 

• No general increase ordered. 

 

FDD 

• No general increase ordered. 

 

The American club renewal circular provides its usual articulated analysis of their present 
circumstances and future demands. The circular is robust and transparent in its delivery 
of the decisions which have been taken, in particular when addressing the remedial 
actions to be applied to the open policy years 2016 and 2017.  
 
The 2016 policy year is noted as having a combined ratio of just under 123% at 30th 
September 2019. An untypical incidence of certain large claims has impaired the overall 
underwriting result for the year. Two of these large claims exceeded the club retention 
becoming Pool claims. 
 
The 2017 policy year has tracked to a combine ratio of 116% at 30th September 2019. 
Operating results were affected by an uplift in retained claims and untypical deterioration 
of certain claims estimates. 

In both these years investment income could, to some extent, improve their respective 
standing. The Board’s view has been however that these years should be treated on ‘a 
stand-alone’ basis and therefore no longer benefit from subsidies from the club’s 
contingency account / investments.  The Board has therefore ordered a supplementary 
call of 22.5% on estimated total premium for the P&I class only for the all open entries for 
the 2016 policy year.  With regards to the 2017 policy year a supplementary call of 17.5% 
on estimated total premium for the P&I class only for the all open entries for the 2017 
policy year.   For   both  years   the   supplementary   call   will   be   debited  in  two equal  
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instalments due for payment on May 20 and October 20, 2020.   On 30th September 2019 
the 2016 policy year will be formally closed whilst the 2017, where the club does not 
anticipate the need for any further calls, will be submitted for formal closure in the first 
half of 2020.  

Whilst addressing these open policy years through the decision to raise supplementary 
calls on the P&I class it is however a forward looking circular from the club which having 
set out the background for the 2016 and 2017 policy years moves on to outline the 
approach to the 2020 renewal concluding that the remedial actions combined are 
deemed will provide the foundations for the clubs future potential and to secure the 
prospects for the future.  

In turning to the requirements for the renewal at 20th February 2020 the club announces 
that the decision has been taken to renounce to the ‘general increase mechanism’ when 
setting renewal terms to Members be it premium or deductibles. 

The American club has therefore decided to join those clubs who this year will not set a 
specific and generalized increase percentage for all Members to be then further adjusted 
for further increases representing individual claims / premium performance.  

That said, not setting a general increase percentage does not mean that there will be no 
increases.   

Two quotes from the club circular help to throw light first on the philosophy of their 
approach this year with the second (and perhaps more important) anticipating the 
objectives and the approach which will be taken; 

“In synthesizing these characteristics of its current business (a variegated Membership by 
type and performance)*  to establish a sensible point of departure for the club’s 
requirements for next year, your Board concluded that the application of a standardized, 
or general, increase would not be the most effective way of generating the best balance 
of premium pricing to risk exposure across the mutuality as a whole”. 
*(PLF note) 

 

“However, to take account of the more hostile trends developing, and a possibly less 
benign investment climate going forward, your Board expects to see a year-on-year 
increase in the pricing of risk for 2020 of a magnitude which will properly reflect future 
exposure. This intended adjustment upward will embrace not only the need for cash rises 
but also, as individual cases might demand, changes in deductibles and/or other terms of 
entry”. 

 

This Newsletter, and our information archive, can also be accessed at www.plferrari.com 
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