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Pool Claims Overview
With August 20th having marked the halfway point of the 2021 International
Group (IG) policy year, preparation is well under way for the 2022 renewal. It
is traditional for the Clubs to set the scene by promoting gloomy claims and
underwriting issues to manage members’ expectations. But whilst there may
be a cynical aspect to this it is clear, and as P.L. Ferrari have widely reported
and commented, there are real and empirical challenges.
All Clubs are reporting negative, in some cases substantially negative,
Combined Ratios for the past year, indeed for many Clubs in preceding years,
(see P.L. Ferrari’s Annual P&I Reviews, available via www.plferrari.com) and
the scrutiny of Club Boards has been further sharpened by Standard and
Poors putting a number of Clubs into Negative Outlook. It is clear that
further unwelcome premium increases will be mandated for members at
renewal. While it remains far too early to predict the overall performance
of the individual Clubs, of the IG Pool and of their reinsurers, based on
a preliminary review of market trends it seems unlikely that the lead up
to February 20th will be any less painful than that of 2021, both for the
Clubs and their Members.
The real and empirical challenges are multiple but the key driver, consistently
cited by all Clubs, is the high level of Pool Claims both in number and value
that has been a feature since 2018. This document looks to explain what
Pool Claims are and why they are so impactful. We are not convinced that
these successive years are the “new normal” as most Clubs are maintaining,
as analysis of Pool Claims over the last 20 years consistently shows that
there are clusters of successive years at high levels, often followed by similar
clusters of low levels. Pool Claims by their nature are unpredictable and thus
inherently volatile but one aspect is unarguable – they put undue pressure
on Clubs’ financial performance.

What is a Pool Claim?
For any claim that exceeds the
$10 million retention maintained
by each Club, but where the
costs do not exceed $100
million, the costs are shared
or “pooled” among the 13
P&I Clubs, regardless of which
Club(s) the associated vessel is
entered with, with each Club’s
contribution calculated based
upon a formula accounting for
their respective total tonnage,
premium income and historical
loss record in the Pool. Claims
exceeding $100 million in total
value are subsequently covered
up to a value of $3.1 billion via
the Excess of Loss (Commercial)
Reinsurance contract purchased
collectively by the Clubs through
the IG reinsurance program.
Claims ranging from $3.1 billion
to approximately $8 billion are
covered by further contributions
by the Clubs’ Members (i.e.
Collective Overspill).

Given the high level of claim activity in the Pool in recent years, paired with general reinsurance market trends
and the forthcoming expiration of a two-year contract of the $3.1 billion Excess of Loss Reinsurance contract,
the commercial markets participating across each of the Clubs’ retained layers and the IG’s Excess of Loss
Reinsurance program can be expected to require not only an increase in rate but also restriction of terms and
conditions (e.g. Cyber and Pandemic exclusions, etc.). During the current two-year reinsurance contract period
a great deal of unexpected adverse activity has significantly impacted the program’s performance, leaving
participating underwriters with underwriting deficits and subsequent need to take corrective action in an effort
to return to profitability.
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What follows is a high-level overview of all known Pool Claims impacting the Mutual system
over the course of the last three policy years, along with a brief overview of several key claims
which can be expected to materially impact the 2022 P&I renewal.

2018-19
2019-20
2020-21
2021-22 (YTD)

POOL CLAIMS (2018-CURRENT)

ONE APUS

EVER GIVEN

Collapse of Cargo Club:
Japan

Grounding Club:
UK

GOLDEN RAY
Gounding Club:
North

MAERSK HONAM
Fire Club:
Standard

WAKASHIO

Grounding Club:
Japan
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Vessel Name:

Ever Given

Date of Incident:

March 23, 2021

P&I Club:

UK

Estimated Insured Exposure:
TBD - Expected to be in the range of $500 million
Explanation: Grounding effectively blocked the
Suez Canal for a period of six days, resulting in
immediate transit delays of over $10 billion in
goods per day and ongoing interruptions to the
global supplychain. Vessel was arrested for a
period of 106 days until a settlement was reached
with local authorities for Canal closure/repair
related damages.
Vessel Name:

Wakashio

Date of Incident:

July 25, 2020

P&I Club:

Japan Club

SOURCE: https://www.bbc.com/news/world-middle-east-56547383

Estimated Insured Exposure:
TBD – Expected to be in the range of $200+ million
Explanation: Large bulk carrier ran aground in
a marine preserve in Mauritius. Subsequent oil
seepage from the breached hull, which later broke
in two in heavy weather. The wreck was ultimately
removed in its entirety, leaving an estimated
$10 billion of ecological damage to the sensitive
marine environment.
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SOURCE: https://www.rivieramm.com/news-content-hub/news-content-hub/wakashio-sternwreck-removal-contract-awarded-61699

Vessel Name:

One Apus

Date of Incident:

November 30, 2020

P&I Club:

Japan Club

Estimated Insured Exposure:
TBD - Expected to be in the range of $200+ million
Explanation: 14,000 TEU containership lost
1,816 containers overboard, with hundreds more
severely damaged onboard due to collapse in
heavy weather. Incident occurred approximately
1,600 nautical miles northwest of Hawaii while
transmitting from China to Long Beach, California.

Vessel Name:

Golden Ray

Date of Incident:

September 8, 2019

P&I Club:

North of England

SOURCE: https://gcaptain.com/one-apus-update-new-details-on-dangerous-goods-cargo/

Estimated Insured Exposure:
TBD - Expected to be in the range of $850 million
Explanation: Grounding and subsequent capsizing
of car carrier in Georgia, USA carrying 4,300 brand
new vehicles. All 23 crew members were rescued
unharmed however the multi-year salvage process
has been fraught with complications ranging from
pollution sepage to fires and equipment failures.

Vessel Name:

Maersk Honam

Date of Incident:

March 6, 2018

P&I Club:

Standard Club

SOURCE: https://ameliaislandliving.com/fernandinabeach/2020/09/hurricane-season-delaysremoval-of-massive-shipwreck/

Estimated Insured Exposure:
Expected to be in the range of $850 million
Explanation: Major fire aboard 15,226 TEU
containership in Arabian Sea which overwhelmed
onboard fire suppression systems, requiring
crew to abandon ship. The fire was not fully
extinguished for over two months and took the
lives of five crew members.

SOURCE: https://en.wikipedia.org/wiki/Maersk_Honam
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As the global population continues to grow, spurring
exponential growth in demand for goods and services
alike, vessels will inevitably continue to increase in
size, complexity and inevitably value, in order to keep
up with demand. With ports and terminals getting
busier by the day, maritime traffic at an all-time
high and new technologies being implemented (e.g.
autonomous shipping, alternative fuel sources, etc.),
it is possible that the current trend of increased
claims frequency and severity may continue in its
current trajectory for the foreseeable future, straining
shipowners, P&I clubs and commercial reinsurers alike,
thus promoting the “new normal” heralded by many
Clubs. Alternatively, such claims may drop in frequency
and severity in years to come, for no other reason than
high value claims are unpredictable.
Only time will tell how the remainder of the 2021 P&I
policy year will play out, as COVID-19 variants continue
to impact the movement of people and goods across
international borders despite expanding vaccination
efforts and soaring consumer demand. With so much
uncertainty one thing is for sure, in order to avoid the
challenges inherent with a last-minute P&I renewal,
it would be advisable to establish a well thought
strategy in the coming months and enter the market
at your earliest convenience.

SOURCE: https://www.irishtimes.com/news/world/europe/delicate-concordia-refloatingoperation-due-to-begin-tomorrow-1.1864900

Our teams at P.L. Ferrari and Lockton have vast experience,
unmatched resources and a proven track record to assist maritime
organizations of all kinds in navigating these challenging times.
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