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Marine insurance
Even within the wider insurance industry, marine insurance 
has often been a backwater niche in recent decades, at 
times even struggling to make money. Yet that situation 
has been changing rapidly over the past few years, with  
a marked hardening of rates across all marine classes.  
This survey attempts to assess what happens next, and  
we hope it will interest both Lloyd’s List readers who sell 
these products and those who buy them. UPI/Alam

y Stock Photo 
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  OVERVIEW

W hether you are buying 
it because it is a legal 
requirement for your vessel 
to trade, or simply for the 

peace of mind, various classes of marine 
insurance are a substantial element in 
most owners’ operating expenses.

It is difficult to quantify it any more 
precisely than that, because rates vary so 
widely — not least on the basis of vessel 
value and loss record.

However, 10%-15% of opcost is a fair 
estimate for overall spending on hull  
and machinery and protection and 
indemnity cover — and it will be more 
than that if you decide on such covers  
as delay, freight, demurrage and defence 
and cyber risk.

Even so, it has to be appreciated that 
for decades, marine insurance has been 
extraordinarily cheap, largely on the 
grounds of competition between P&I clubs 
for market share and excess capacity at 
Lloyd’s and other hull markets.

Yet the past few years have been 
a wake-up call, as the low rates have 
proved unsustainable and underwriters 

Even though insurance 
is a substantial chunk of 
opcost for most owners, 
underwriters have 
successfully made the case 
for higher rates in the past 
two years, and will likely do 
so again in the year ahead, 
David Osler reports

Marine insurance is leaving 
cheap-as-chips era behind it

have — from their perspective — had no 
alternative but to ask for more.

Most commentators predict that  
marine insurance will continue to become 
more expensive, at least for the year  
ahead and perhaps beyond that.

Hull and machinery
Hull insurance rates are written 
commercially rather than on a mutual 
basis, and tend to be more volatile than 
P&I rates.

They are already up around 9% in the 
first half of 2021, and underwriters are 
thought to be seeking a further 5%-10%  
by the end of 2021.

Part of this is down to a general 
hardening in hull insurance after 20 years 
or so of losses, with the Lloyd’s market 
Decile 10 crackdown on underperformers 
one of the obvious catalysts here.

While it is still too early to assess  
the overall effect of the Ever Given 
grounding — which shut down the 
Suez Canal for six days in March — any 
pressures that do arise from that will be 
towards firmer pricing.

Any pressures that arise from the Ever Given grounding — which shut the Suez Canal for six days — will be towards firmer pricing.

UPI/Alam
y Stock Photo
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  OVERVIEW

Reinsurance
Reinsurance markets in general are up 
about 10%, largely thanks to deliberate 
attempts to firm rates up, although things 
seem to be easing over the latest period.

The IG pool excess contract is 
negotiated on a two-year basis, and  
this year’s renewal will see two years  
of accumulated rises come through in  
one go.

Some commentators believe the 
Ever Given incident will inevitably 
make reinsurance underwriters more 
circumspect about shipping risk, which 
will add to pressure on primary writers.

Another trend identified by brokers 
across the line is an increasing 
differentiation by loss records.

This is especially true for P&I clubs, 
many of which have dispensed with  
the notion of general increases and  
have moved to pricing on a ship-by-ship 
basis instead.

As ever, shipowners with better  
loss records will be able to fend off the 
worst impact of the rate hikes, and  
will end up paying less than poorer-
performing counterparts.

Owners whose records are deemed 
adverse are likely to find themselves asked 
for increases even higher than others.

Conversely, those with the best safety 
records will still be asked for more, but not 
as much as some of their counterparts.

It is also the case that negotiating 
insurance contracts is a two-way process, 
especially for those whose fleet size gives 
them bargaining muscle.

Ever Given and X-Press Pearl clearly 
represent an unpropitious start.

Many clubs are reporting combined 
ratios of more than 120% and up to 150%.

While not-for-profit entities can soak  
up the deficits to some extent, especially 
by eating into free reserves, they of  
course need to break even over the cycle.

Investment returns in 2021 will likely fall 
far short of the outstanding performance 
of 2020, leaving little alternative but to ask 
members to dig deeper.

In terms of cargo insurance, Ever  
Given has been the biggest event in the 
niche for years.

The upshot is what will almost  
certainly be the most wide-ranging  
general average case yet seen, with 
thousands of parties involved. Extensive 
litigation is a given.

War risk
For war risk, the Joint War Committee  
has issued a new set of listed areas,  
now including the Cabo Delgado region  
of Mozambique, thanks to an ongoing 
local conflict.

There has also been some reduction 
in the Indian Ocean-excluded area, most 
notably in allowing vessels to call Oman 
without breaching.

Ongoing tension in Israel/Palestine 
has seen a sharp spike in rates for vessels 
calling Israeli ports.

However, as is always the case with 
war risk, rates vary substantially due 
to the evolving situations and differing 
assessments on the level of risk.

The Suez Canal Authority’s claim 
has been settled, for a payout not yet in 
the public domain, which is mostly the 
responsibility of P&I — at least at this point.

However, H&M underwriters have 
become aware of the potential for similar 
incidents and the complexities of any 
subsequent general average claim, so  
this will be baked into current quotes.

Another factor at work, according to 
Gard chief underwriting officer Bjørnar 
Andresen, has been the rise in steel  
prices, which have doubled over the past 
12 months.

While the two variables are 
independent, the correlation is that more 
expensive steel means bigger bills at 
shiprepair yards for jobs on which  
insurers pick up the bill.

Thankfully there has been no increase 
in overall casualty frequency and, if 
anything, the trend has been benign.

However, hull insurers have expressed 
concern about some types of incidents, 
most notably fires on containerships.

A case in point here is the X-Press  
Pearl blaze, which resulted in a total loss, 
not to mention environmental disaster.  
A recurrence involving a larger vessel 
would be a nasty bill for H&M.

According to brokers’ reports, a  
certain degree of additional H&M  
capacity is coming onstream in an  
attempt to take advantage of a more 
favourable trading environment.

The most notable recent entrant is 
Navium Underwriting, a new managing 
general agent writing marine business 
backed by Fidelis. It is led by marine 
insurance veteran Clive Washbourn, 
previously at Beazley for many years.

The P&I market is served 
overwhelmingly by marine mutuals,  
who come together in the International 
Group of P&I Clubs.

Despite two renewal rounds 
characterised by steep high single-digit 
percentage point rate hikes, almost  
all IG affiliates are still losing money  
on underwriting.

Indeed, aggregate technical losses  
may reach $500m for last year, according 
to the rough-and-ready calculation of one 
chief financial officer.

In addition, the IG pool scheme has 
hit a record high, which is another $500m 
strain on the clubs, thanks to some 
massive casualties, including Wakashio, 
Hoegh Xiamen and New Diamond.

Moreover, there has been a significant 
deterioration in the 2019 policy year.

While it is obviously still too early  
to call the current policy year —  
which commenced on February 20 —  

The X-Press Pearl blaze resulted in a total loss, not to mention environmental disaster. 

Xinhua/Alam
y Stock Photo
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The soft sands of the Sinai Peninsula meant when Ever Given was pulled off the bank, it was able to proceed under its own power.

  EVER GIVEN

T he blockage of the Suez Canal in 
late March, caused when the  
20,000 teu Ever Given became 
lodged between its banks, 

threatened to set off some of the largest 
maritime claims in history.

Once the ship had been freed after 
six days, clearing the canal for passage 
again, fears were heightened when the 
Suez Canal Authority initially claimed a 
compensation figure of nearly $1bn for 
salvaging the ship and for reputational 
damage to the canal.

Ever Given was arrested and spent 
the next three months at anchor in the 
Great Bitter Lake while its owner, Japan’s 
Shoei Kisen, and P&I club, the UK Club, 
negotiated their way through the Egyptian 
courts to have the vessel released. 

In the end, the two parties came to a 
negotiated settlement and the vessel was 
released for a survey before continuing  
its much delayed voyage to Rotterdam.

The details of that settlement are 
shrouded in non-disclosure agreements, 
but have been reported to be in the  
region of $450m-$550m. 

dpa picture alliance/Alam
y Stock Photo

The Ever Given casualty  
will leave its mark on 
marine insurance and 
attitudes towards risk,  
as well as on the Suez  
Canal, say leading  
figures in the sector,  
James Baker reports

If true, this would make for a major 
claim that would well exceed the 
International Group of P&I Clubs’  
$100m pool. 

Sources within the sector have, 
however, indicated that the settlement 
figure may be far lower — and certainly 
below the $200m that would trigger a 
reinsurance claim.

“Relatively speaking, it is not a loss 
for anyone to be particularly concerned 
about,” one leading insurer, who asked 
not to be named, told Lloyd’s List.

“I don’t think the impact on the 
insurance market is going to be as big an 
issue as we initially thought.”

Unlike many containership casualties, 
which often involve fires or container  
stack collapses, the soft sands of the  
Sinai Peninsula were no match for Ever 
Given’s scantlings. 

When the vessel was pulled off the 
bank, it was able to proceed under its  
own power to the Great Bitter Lake  
and then on to the Port Said anchorage, 
where it underwent an inspection  
for damage. 

Ever Given: and now  
for the aftermath
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EVER GIVEN  

While the survey results have not yet 
been revealed, it was passed to continue its 
voyage — albeit at slow speed and cautiously 
avoiding heavy weather, indicating that 
some repairs will be required before it can 
resume normal service. 

However, the hull claim for this, 
handled in the Japanese market, is not 
thought likely to be significant.

General average claim
Where the situation will get complicated  
is in the claim for general average,  
which was declared by the owner Shoei 
Kisen on April 1. 

Whatever the sum paid to the SCA to 
release Ever Given, a share of that will 
be claimed back from cargo interests, of 
which there will be many.

“It will be a long time and a very 
complex process — but, in principle,  
that expenditure is reclaimable in  
general average and the money will flow 
back to where it has been expended,” 
said TT Club risk management director 
Peregrine Storrs-Fox.

Under the York-Antwerp rules, the 
definition of what is reclaimable from GA 
is fairly broad, but subject to challenge.

“In principle, any expenditure that has 
been incurred can be included, so that 
would include any uplift to SCA on top of 
the salvage cost,” Mr Storrs-Fox said.

“It is an additional expenditure that has 
been incurred in order to release the ship 
and get the cargo delivered.”

Working this out and sharing it among 
the parties will be a long and complex 
process, however — particularly as some 
cargo will now have no landed value and 
some may be abandoned.

“The adjustment and litigation that  
will follow will go on for quite some time,” 
Mr Storrs-Fox said.

Nevertheless, the Ever Given casualty 
will still leave a mark on marine insurance 
and attitudes towards risk.

“The thing of interest is what will it do 
for people’s perception of potential loss,” 
said Marsh JLT Specialty global head of 
marine and cargo Marcus Baker.

“Have we all got to look at ships in 
the future going through the Suez in high 
winds and recognise it as a problem? 
Should they be paying more? 

“Are there going to be different 
regulations around how ships transit the 
Suez? Is it possible that the SCA may buy  
a fleet of tugs and say anything over  
15,000 teu has to go through with four 
tugs? All of those things will start to prey 
on people’s minds.”

He added it would make people take a 
look at other maritime chokepoints, such 
as the Panama Canal and Malacca Strait.

“This type of thing hasn’t really 
happened before,” he said. 

“I think people hadn’t realised this 
could happen and now it has people will 
be thinking twice about it.”

Mr Storrs-Fox also said attitudes  
could change.

“As with many things in the past 18 
months, the risk perception that cargo 
interests have will change and this will 
be one of the things that will cause them 
to think about what they need to do to 
protect their profitability and the resilience 
of the business,” he said.

Yet the overall impact remains open  
to debate.

“This was a very unlikely situation  
and, while GA is declared sporadically,  
the reality for most cargo interests is that 
they don’t see it very much,” he said. 

“They may have a risk perception that  
says: ‘That is life’.” 

[The Ever Given claim] will 
be a long time and a very 
complex process but, in 
principle, that expenditure 
is reclaimable in general 
average and the money  
will flow back to where it 
has been expended

Peregrine Storrs-Fox 
Risk management director 

TT Club 

“The complexity will be dealing with 
this volume in these circumstances. This 
is an unusual situation and I would expect 
a lot of challenges and disagreements 
around who should pay what.” 

He added most GA claims took three to 
four years to complete the total adjustment. 
However, one of the biggest issues could be 
testing the general average principles. 

“The ancient concept wasn’t  
thinking of 18,000 teu and, within that, 
potentially dozens of individual BCOs  
who may or may not want to put up 
guarantees or contribute.”

The impact on cargo insurance will 
depend on what volume of cargo was 
actually insured. For many trades and 
commodities, as little as 50% of cargo  
will be insured.

“If it is at the lower end, beneficial 
cargo owners themselves are on the hook 
for whatever is going to be reclaimed from 
the value that is landed.”

This type of thing hasn’t 
really happened before. 
I think people hadn’t 
realised this could  
happen — and now it  
has, people will be  
thinking twice about it

Marcus Baker 
Global head of marine and cargo 

Marsh JLT Specialty
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  CYBER COVER

Insurers are excluding 
cyber from traditional 
policies, while shipowners’ 
reluctance to pay up limits 
how much capacity they 
will devote to maritime, 
Declan Bush reports

Cyber insurance 
struggles to find 
purchase

“S uccess breeds complacency. 
Complacency breeds failure. 
Only the paranoid survive.” 
So said Andy Grove, the 

founder of chipmaker Intel.
It was cited to help explain why 

shipowners are reluctant to buy  
insurance against cyberattacks, which  
are becoming one of the industry’s  
biggest security threats.

“They measure success by the fact  
that they haven’t been hit yet,” says 
Thomas Brown, founder of Shoreline, a 
cyber insurer based in Bermuda. 

“That gives a false sense of security  
and a degree of complacency. And the 
reality is only the paranoid among them 
will survive.”

Cybersecurity has shot up the industry 
agenda after attacks on big players 
like Maersk, CMA CGM, HMM and the 
International Maritime Organization.

The IMO has adopted a resolution 
requiring companies to demonstrate 
that cybersecurity is an integral part of 
their safety management system no later 
than their next annual Document of 
Compliance check.

Yet the marine insurance industry, 
geared towards dealing with property 
damage, has yet to come to terms with  
new challenges.

“We’re not yet seeing casualties at  
sea being caused by cyber events, though 
that is clearly only a matter of time,”  
says Alex Kemp, a partner at shipping  
law firm HFW.

“From an underwriter’s point of view, 
how do we know what risk we are writing? 
We’ve got no historical losses to go back 
and look at; we’ve got no idea how this is 
yet going to propagate.

“We’re in the middle of an evolving 
situation and not a mature one.”

Underwriters are increasingly  
reluctant to write cyber risk and  
specialist firms are taking over coverage 
from P&I clubs.

New exclusion clauses have emerged  
as insurers try to avoid overexposure 
to cyber risk. The exclusions try to sort 

Deciding where liability falls is hard when potential hackers range from bored teenagers 
to to organised criminals, terrorists and nation states.

Skorzewiak/Alam
y Stock Photo

“malicious” attacks from “non-malicious” 
events connected to cyber.

The risk of “silent cyber” — ambiguity 
over what is covered or excluded in a 
policy — remains a persistent problem. It 
is hard to determine what is covered, and 
whether attacks are “malicious”, when 
potential attackers range from bored 
teenagers to organised criminals,  
terrorists and nation states.

In the US, food conglomerate  
Mondelez and chemical company Merck 
are fighting their insurers in the courts 

over whether their losses from the 2017 
NotPetya cyberattack, which also hit 
Maersk, were subject to exclusions for  
“a hostile or warlike action” by a 
government or sovereign power.

The cases will have implications 
for cyberattacks blamed on Russia, as 
NotPetya is by the US and UK.

HFW says while some underwriters  
are willing to write non-malicious risks 
using Lloyd’s LMA 5403 exclusion  
clause, they have no such appetite for 
cyber war/terrorism risks.
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It says this pinch point between cyber, 
war and terrorism is “both the area most 
likely to give rise to claims, and the area 
that the market seems to have the least 
appetite to cover”.

There are also worries that treaty 
reinsurers will insist upon including the 
LMA 5403 non-malicious cyber exclusion 
within the group reinsurance contract at 
the International Group of P&I Clubs’  
next renewal round in February.

Capt Brown says if this happens, club 
managers will lose their back-to-back 
cover and may need to revise their own 
rules to limit their exposure.

There are questions about how this 
would affect the CLC Convention on 
preventing oil pollution, and P&I clubs’ 
ability to issue blue cards as passports  
to trade.

Robert Dorey, chief executive of 
Astaara, a cyber insurer backed by 
the West of England P&I Club, says 
underwriters rely on their own cyber 
experts to gauge their appetite for risk, so 
there is significant disagreement about 
what constitutes good risk versus bad.

A lead underwriter with an appetite 
for cyber may struggle to find following 
underwriters or reinsurers to provide the 
client with the cover they need.

“This means that assureds are left 
with three basic choices: go uninsured 
and hope for the best; buy basic 
minimum cover to box tick without really 
understanding the limits of what they 
are buying; or invest in buying specialist 
insurance, which will usually include 
consultancy services and specialist risk 
assessment,” Mr Dorey says.

Capt Brown says the industry is at  
an impasse, unable to bridge the gap  
between what insurers want to charge  
for cover and what shipowners will  
pay for it.

This, in turn, discourages cyber 

[Shipowners] measure 
success by the fact that 
they haven’t been hit yet. 
That gives a false sense  
of security and a degree  
of complacency

to collect and analyse reliable cyber  
data is “a potentially insurmountable 
challenge”.

Julian Clark, senior partner at law 
firm Ince, calls the situation a ‘perfect 
storm’, with lack of demand by reluctant 
shipowners on one hand, and tightening 
supply and increasing cyber restrictions 
on the other.

He says ships will become more 
vulnerable to hacking, and the potential 
costs of attacks will rise as ships and 
their operational technology (OT) are 
increasingly connected to the internet.

While the grounding of Ever Given  
in the Suez Canal was not cyber-related, 
Mr Clark warns it “very easily could  
have been”.

“A couple of minutes’ attack on the  
OT system, on the steering of that ship, 
could have created exactly the same 
incident that we saw — and look at the 
level of cost and disruption that that’s 
caused,” he says.

Mr Clark adds: “I fear that it will take  
a Maersk Alabama-type situation for 
people to actually sit up and recognise  
just how scary this can be.”

Shoreline

Thomas Brown 
Founder 

Shoreline

insurers from devoting their capital to  
the marine market when they could  
get better returns elsewhere in less 
complex industries.

Cyber victims seldom report attacks  
out of fear for their reputations, so  
there is not enough data to understand  
the threat. 

The Royal United Services Institute,  
a think tank, has said insurers’ inability 

Assureds are left with  
three basic choices:  
go uninsured; buy  
basic minimum cover;  
or invest in buying  
specialist insurance

Robert Dorey 
Chief executive 

Astaara

I fear that it will take a 
Maersk Alabama-type 
situation for people 
to actually sit up and 
recognise just how  
scary this can be

Julian Clark 
Senior partner 

Ince

Astaara

Ince
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  CYBER COVER

US Navy Photo/Alam
y Stock Photo

Kidnap and ransom insurance
The growth of kidnap and ransom 
insurance offers a glimpse of how the 
cyber impasse will be broken.

Incidents like the 2009 hijacking  
of Maersk Alabama off Somalia, which 
inspired the film Captain Phillips, 
highlighted the threat to seafarers’  
lives and drove home the need for 
specialist K&R cover.

Insurers gave their clients access to 
crisis and PR managers, security teams 
and hostage negotiators to quickly jump 
into action when ships were attacked. 

An expert industry sprang up to  
protect ships and international efforts 
suppressed the Somali threat.

Today in West Africa, where almost all 
marine kidnappings happen, the system 
for paying ransoms and releasing crew is 
well established. 

Captivity can be traumatic, but crew  
are mostly returned safe within one or  
two months.

It can be hard to determine whether 
ransom payments fall under P&I, hull or 
war risks, since unlike in Somalia, pirates 
grab only the crew, leaving the ship and 
cargo mostly untouched. 

Like cyber, there is also a big gap 
between the best- and worst-prepared 
shipowners when it comes to security.

However, the K&R market is mature 
enough for specialist cover to be a  
no-brainer for ships operating in 
dangerous areas.

“Piracy premiums have reached the  

US Navy guided-missile destroyer USS Bainbridge tows the lifeboat from Maersk Alabama to be processed for evidence after the rescue.

sort of levels where they’re so low now, 
and the coverage is so multifunctional, 
it really is the complete solution,” says 
Jonathan Gregory, global head of crisis 
solutions at AIG.

Mr Gregory says market acceptance 
of the need for specialist cyber cover is 
likewise inevitable, given the complexity 
and potential cost of that threat.

“The solution exists for shipowners; 
they’ve just got to go out and willingly  
buy that solution,” he said, adding:  
“If any shipowner is not aware of this 
issue, I’d be amazed.”

Capt Brown says cyberattacks do not 
threaten lives as traditional pirates do, so 
it is hard to compare the threats directly. 

However, cybercriminals can be more 
disruptive to a company’s operations, 

Piracy premiums have 
reached the sort of levels 
where they’re so low now, 
and the coverage is so 
multifunctional, it really is 
the complete solution

Jonathan Gregory 
Global head of crisis solutions 

AIG

while facing none of the physical limits  
on the damage they can do.

Securing shipping against cybercrime 
will be much harder than putting  
armed guards on board ships in the Gulf  
of Aden, or using security escorts in the 
Gulf of Guinea.

“The problem with cyber risk is the 
ephemerality, because you just release 
ransomware and you can send it in a wave 
across the world,” Capt Brown says.

He adds the industry will eventually 
follow the lead of the well-run shipping 
companies taking cyber seriously — but 
there is a long way to go.

“We’re still in that sort of no-man’s 
land, where things are beginning to 
change, but we’re not really seeing the 
outcomes of those changes as yet.”
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Suspect P&I clubs provide blue cards for tankers, flagged with various registries, that ship US-sanctioned crude from Venezuela and Iran. 

  SUSPECT P&I CLUBS

Ian Patrick/Alam
y Stock Photo

P&I coverage for 160-plus 
tankers shipping billions 
of dollars of sanctioned 
crude through some of the 
world’s busiest waterways 
ranges from a company 
with a GoDaddy website in 
Bulgaria to a Dubai-based 
club that retrospectively 
cancelled cover for one 
of its entered tankers 
involved in a serious oil 
spill, Michelle Wiese 
Bockmann reports

Grey area found for tankers 
in US-sanctioned oil trades

international shipping conventions, as 
well as other risks such as crew welfare  
and towage.

It is very doubtful that the Seychelles-
registered, Greece-based East of England 
Association would ever be able to provide 
up to $500m as pledged under its ‘rules 
and conditions’ document available for 
download on the GoDaddy website. 

Despite a similar name to listed 
members, there is no connection with the 
International Group of 13 P&I clubs that 
covers 90% of the world’s shipping fleet.

Website claims that the association  
had reinsured risk with Lloyd’s of London 
were removed earlier this year, after 
Lloyd’s List began an investigation.

The East of England P&I Association 
is one of five P&I clubs outside the 
International Group known to have issued 
blue cards for tankers that are part of a 
subterfuge fleet of some 160-plus ships 
involved in sanctioned trades. None are 
blacklisted by the US, and all operate 
under the radar without penalty.

T he East of England P&I Association 
Ltd sounds like it is a genuine  
club, with a similar name to some 
of the biggest names in insurance, 

such as North of England P&I Club and 
West of England P&I Club.

However, with a GoDaddy website 
domain registered in Bulgaria, a phone 
number that never answers, along with 
an email address that does not work, 
the provenance of the East of England 
P&I Association is uncertain — and its 
legitimacy, at best, is suspect.

Nonetheless, the East of England  
P&I Association was listed earlier this  
year as providing the blue cards for at  
least a dozen tankers flagged with 
Tanzania-Zanzibar, Panama and Cook 
Island registries that were shipping  
US-sanctioned crude from Venezuela  
and Iran.

These blue cards are issued by clubs 
and accepted by flag states as covering 
liabilities related to bunker and oil 
spills, and wreck removal under various 
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The fleet has expanded over the 
past 30 months in order to circumvent 
restrictions on Iran and Venezuela’s 
oil, energy commodities and shipping 
sectors imposed by the former Trump 
administration.

Other clubs include the Lichtenstein-
based Maritime Mutual Insurance 
Association (NZ) Ltd; British Virgin 
Islands-headquartered The Anglo & 
Eastern Ship Owners P&I Club Ltd  
(known as the AE Club); the QBE Asia  
P&I Club; and the Dubai-based Islamic 
P&I Club.

Little is known about them. While  
we were completely unable to contact  
the East of England P&I Association by 
phone or email, all but one of the others 
failed to respond to repeated emails  
and calls from Lloyd’s List requesting  
an interview.

Maritime Mutual put out a brief 
statement last February defending its 
due diligence in entering six tankers that 
Lloyd’s List investigations showed were 
shipping Iranian crude. Subsequent 
inquiries have gone unanswered.

Economic cost
The consequences and economic cost of 
such opacity has a price. 

A Panama-flagged aframax tanker 
insured by the Islamic P&I Club was 
named as responsible for an oil spill  
that polluted 100 miles of Israeli  
coastline while shipping Iranian crude  
to Syria in late February. The clean-up  
bill alone was $12.5m.

The Islamic P&I Club retroactively 
removed cover for the tanker involved, 
Emerald, citing sanctions clauses, 
according to the Panamanian flag state. 

This left the undisclosed Lebanese 
beneficial owner uninsured. Israel’s 
government is now seeking funds under 
international conventions to pay for the 
clean-up and further economic costs  
that would normally be partially met by 
the club.

About two-thirds of the fleet of some 
160-plus tankers identified by Lloyd’s List 
as shipping Venezuelan and Iranian crude 
are not insured by the 13 P&I clubs that 
comprise the International Group.

However, 43 tankers are entered  
with IG members; 22 are with West of 
England P&I Club, Lloyd’s List Intelligence 
data shows. 

Like all IG members, the club has 
sanctions clauses that invalidate cover if 
involved in US-sanctioned trades.

West of England P&I Club was 
approached for comment but declined, 
citing confidentiality clauses.

There is no suggestion that West of 
England P&I Club breached sanctions.

Changing attitude
There seems to be a changing attitude 
among maritime service providers towards 
the US since the January inauguration of 
president Joe Biden.

Iran-China crude shipments regularly 
exceed 1m bpd each month, albeit via a 
number of voyages, while another flag is 
allowing tankers it flags to be involved in 
Venezuelan trades.

The Cyprus deputy shipping ministry 
told Lloyd’s List in July that it will only 
enforce EU or United Nations sanctions. 

Over the past 12 months, at least six 
tankers have reflagged to the EU member 
country and are now solely deployed in 
shipping Venezuelan crude.

If insurers adopt a similar position, 
while simultaneously maintaining 
sanctions clauses that retrospectively 
remove cover, this places a new 
perspective on liability. 

In theory, shipowners can flag and 
insure vessels shipping US-sanctioned 
crude — but should they be involved in  
any serious incident, clubs can 
retrospectively remove cover, leaving  
the vessel uninsured.

In that case, whether the issuer of  
the blue cards is a GoDaddy website or  
a member of the International Group, it  
no longer matters.

Many of the tankers entered with  
West of England P&I Club also do not  
heed advice by the US administration 
to expel ships that engage in deceptive 
practices. These include transmission 
gaps in a vessel’s automatic identification 
system (AIS) signals.

On July 25, four of the West of England 
P&I Club-entered tankers involved in 
the Venezuelan trades had not signalled 
their AIS position for varying periods of 
between five days and several months. 

Others had gaps in areas known  
for subterfuge ship-to-ship transfers of 
Venezuelan or Iranian crude.

About two-thirds of a fleet 
of some 160-plus tankers 
identified by Lloyd’s List 
as shipping Venezuelan 
and Iranian crude are not 
insured by the 13 clubs  
that comprise the 
International Group

A Panama-flagged tanker insured by the Islamic P&I Club was named as responsible for an 
oil spill that polluted 100 miles of Israeli coastline while shipping Iranian crude to Syria.
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The conference has been forced to migrate to a virtual format for the second time.

  IUMI CONFERENCE

N ot even a global pandemic  
can stop the International  
Union of Marine Insurance 
conference, a fixture in the  

marine insurance calendar since it  
was inaugurated in 1946.

The event is going ahead from 
September 2 onwards, but has been  
forced to migrate to a virtual format  
for the second time in two years,  
thanks to continuing uncertainty 
surrounding government-imposed  
travel restrictions.

That said, last year’s iteration — 
nominally held in Stockholm — was 
widely considered a success, and  
valuable lessons have been learned  
for this year’s gathering, nominally  
to be held in Seoul.

“We would have wished to meet  
in person, but our responsibility to 
attendees led to a straightforward 
decision,” the organisation’s  
secretary-general Lars Lange said  
in a telephone interview.

“It wasn’t possible this year and  
we have to meet in a virtual  
environment. If it is possible — and  
we do think it will be possible— then  
next year, we will meet in person  
again, in Chicago.”

Obviously, that decision has not  
yet been set in stone, with potential  
variables including personal preference 
and company travel policies.

Hybrid format
One option under consideration is  
a switch to a hybrid format, with the  
IUMI conferences being held both 
physically and virtually in future,  
although a conclusion on that debate  
has yet to be reached.

However, there are advantages of  
doing things online, Mr Lange adds.  
For instance, more journalists are able  

Panther M
edia Gm
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Marine insurance’s major 
meet-up is to be held 
virtually for the second 
time in two years — but 
that has advantages as 
well as disadvantages, 
as the secretary-general 
of the influential trade 
association explains,  
David Osler reports

IUMI 2021: sector  
set for Seoul-less 
conference

to sit in on videoconferencing  
sessions than would have been able to 
make the trip.

That is a plus point as far as IUMI is 
concerned, as it makes it easier to get  
the influential trade association’s  
message over to a wider audience.

It needs to be remembered that  
events like the IUMI conference have 
multiple functions beyond simply  
sharing information, Mr Lange  
went on.

We would have wished to 
meet in person, but our 
responsibility to attendees 
led to a straightforward 
decision
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“One should not underestimate 
the networking purpose of the event. 
Networking includes getting a firsthand 
understanding of other markets.

“My usual example is China. It’s  
much easier to understand developments 
in China if you talk to the Chinese guys  
on the committee — and that’s not that  
easy online.”

Yet while there is a clear intention  
to get back to a face-to-face gathering  
as soon as possible, 2021 attendees are 
being offered 10 workshops over two 
weeks, with each repeated morning and 
afternoon for the convenience of those 
living in different time zones.

Opening session
Meanwhile, as many executive  
committee members as possible will 
attend an opening session in Hamburg, 
largely to conclude formal business — 
much of it legally required.

Another point of note is that the  
event is open for brokers, which it had  
not been until last year.

The attendance fee has deliberately 

segment, and will be able to choose  
the sessions they sit out.

As ever, the threshold of speaker 
quality has been set high. The  
conference theme of ‘pathways to a 
sustainable, resilient and innovative 
future’ will allow for wide-ranging 
discussions, while environmental,  
social and governance (ESG) issues  
will be well to the fore.

The perennial highlight of the IUMI 
conference is always the facts and  
figures workshop.

This year, Cefor statistician Astrid 
Seltmann will unveil the hard facts 
about premium levels last year, while 
International Underwriting Assocation 
chief executive Dave Matcham will  
outline casualty trends based on IUMI’s 
major claims database.

Supply chain resilience
There are no sessions on the Ever  
Given grounding and March’s  
consequent closure of the Suez Canal,  
per se.

However, the subject will inevitably 
crop up in discussions of supply  
chain resilience, including the  
ongoing problems of fires on ships  
and containers lost at sea.

“It’s simply too early to come up  
with the lessons learned [from the Ever 
Given grounding],” says Mr Lange.

“We don’t even know what the  
concrete reason was.

“We certainly know the wind played  
a role; we certainly know the pilots  
could have performed better.”

The full programme is available  
on a special IUMI 2021 website at: 
https://www.iumi2021.com/
programme-2021
while those wishing to sign up  
can do so at:  
www.iumi2021.com/registration

IUM
I

One should not 
underestimate the 
networking purpose  
of the event. Networking 
includes getting a  
firsthand understanding  
of other markets

Valuable lessons have been learned from the 2020 Stockholm conference for this year’s gathering, nominally to be held in Seoul.

been pitched low, at just €500 ($591) per 
head for members.

While there is a need to cover costs  
and an ambition to generate a small 
surplus, the IUMI conference is not 
intended to be revenue-generating. 
 Going online has also reduced such  
costs as venue hire and formal dinners.

Registrations open
Registrations are already open, and  
Mr Lange admits they are proceeding 
slowly, though a rush of registrations  
is expected in the last two weeks of 
August, and attendance is likely to be  
in the order of 600-700, as seen in 2020.

“One would think that with 10 
workshops over two weeks, people  
would get tired and not show up for the 
last workshops, but this was clearly not 
the case,” he went on.

At least 80% of registered attendees 
were at all workshops last year,  
which would be good even for an  
in-person event. 

Of course, some people are simply not 
interested in any given insurance  

Lars Lange 
Secretary-general 

International Union of Marine Insurance



18  |  Marine insurancew
w

w
.ll

oy
ds

lis
t.

co
m

w
w

w
.ll

oy
ds

lis
t.

co
m

The maritime guidance from US and UK regulators OFAC and OFSI sends a  
clear message to marine insurers: stay vigilant, know your customer and  
monitor those you are insuring, Sebastian Villyn reports

Message to marine market: 
conduct KYC or risk fines 

Vetting of existing and  
prospective customers and  
their vessels is becoming 
increasingly complex. 

This is a challenge faced not just by 
insurers but everyone transacting with 
maritime trade entities, throughout the 
complex web of shippers, cargo owners, 
charterers and shipowners, through to  
trade finance, classification societies,  
flag states, P&I clubs and underwriters.

Marine insurance companies have  
fared relatively well sailing under the  
radar of sanction watchdogs, although  
one US P&I club in 2015 was fined a  
six-figure sum for providing P&I cover to 
North Korean vessels. This served as a 
warning to the industry. 

In terms of regulatory scrutiny,  
however, 2015 is a long time. Today,  
there are increased sanction programmes, 
more agile sanction evaders, but also 
improved monitoring capabilities. 

It is not sufficient to simply look 
up whether a vessel or a company is 
sanctioned. Everyone interacting with 
a vessel, vessel cargo, vessel owner or  
charterer has been asked to adopt a  
risk-based approach to compliance checks. 

There is a need for marine insurers to 
interpret this guidance and quickly get a  
view of the fleet and operators they 
underwrite, to monitor high-risk area callings, 
sanctions and potential sanction breaches. 

However, don’t just take my word for 
it. In May 2020, the US Department of the 
Treasury’s Office of Foreign Assets Control 
(OFAC), US Department of State and US 
Coast Guard issued its Sanctions Advisory 
for the Maritime Industry and Related 
Communities, entitled: ‘Guidance to  
Address Illicit Shipping and Sanctions 
Evasion Practices’. 

Within this 35-page document, the  
first industry group to be given specific 
guidance and a call for action is marine 
insurance companies. 

OFAC’s equivalent in the UK, the Office of 
Financial Sanctions Implementation (OFSI), 
issued corresponding guidance in December 
2020, directed at the UK maritime industry. 

It referenced the UK marine insurance 
market’s large global market share and 
the important role the (marine) insurance 
industry has to play in responding to, and 
reporting, illicit shipping practices. 

While much of the advice to the maritime 
industry is consistent across the documents, 
including monitoring of ship-to-ship 
transfers, AIS disablement, ownership and 
control, and cargo falsification, it signals  
that insurers and others will be under 
scrutiny from at least four distinct regulatory 
bodies, the US, the UK, the EU and the UN, 
and any other independent sanction regimes. 

Increased scrutiny, and opportunity
Sanction and AML-related compliance  
checks are not going away anytime soon. 
They have moved from being considered 
optional to a requirement, whether you are 
in underwriting, claims or loss prevention. 
The risk of contravention can lead to 
significant fines and reputational risks. 

As reported by Lloyd’s List in 
conversations with HFW, post-Brexit UK 
brings forth another unilateral sanction 
regime that is likely to diverge from its EU 
and US counterparts. 

The UK maintains its Sanctions and 
Money Laundering Act 2018, which sets 
the framework for unilateral sanctions, thus 
adding to those from the US, and from the 
EU bloc and the UN. 

The fact that the marine insurance market 
is dominated by companies incorporated in 
or operating from the UK and the US, home 
to the most active sanction regulators,  

Aleksei Gorodenkov/Alam
y Stock Photo

with Sebastian Villyn

For every sanctioned vessel committing dark port callings and ship-to-ship transfers,  
there could be three not on any sanctions list taking part in the same illicit activity. 
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means more insurers in these regions are 
expected to be held to a higher standard.

Apart from the geographical market 
share, the pressure on the insurance market 
to detect and monitor sanction-evading 
practices is no surprise. 

A vessel that has class and P&I cover 
from reputable groups is already seen 
as less risky. This is only true, however, if 
the activities of the vessel insured and its 
related parties are monitored. 

The concern of the regulators — and 
rightly so — is that a vessel with an active 
P&I club, particularly from the International 
Group of P&I Clubs or other reputable 
insurer (much like a vessel sailing under  
an IACS class), is perceived as already 
having undergone increased scrutiny and 
thereby subjected to less-stringent checks  
by other counterparts. This is not always  
the case. 

When it comes to sanction-evading 
practices, even shipping companies or 
operators with a strong track record for 
marine safety might have been involved 
in activity or actions that contravene the 
sanction guidance, whether wittingly or 
unwittingly. Document forgery is also 
widespread and detected regularly by  
trade finance institutions.

Despite KYC and monitoring now 
taking up more time, there are several 
opportunities to be better prepared. 
Those seeking to slip under the radar by 

conducting illicit activity have become 
shrewder at covering their tracks as  
part of deceptive shipping practices,  
through means of AIS disablement, STS 
transfers in undesignated places, and 
manipulating information. 

However, those of us monitoring these 
practices have become shrewder too.  
There are several red flags that can be 
monitored, as well as ways of running 
checks that can save rather than add time. 

AIS, for instance, is a requirement of  
The International Convention for the  
Safety of Life at Sea (Solas) and, while an 
operator can justify some AIS disablement, 
AIS gaps and periods of disruption, three-
month gaps with recorded draught changes, 
destination changes and no port calls are 
clear red-flag identifiers.  

Critical to effective screening is  
reducing the noise and removing false 
positives, especially for specific guidance 
such as monitoring AIS manipulation, STS 
and verifying documents like the Bill of 
Lading, or similarly determining ultimate 
beneficial ownership.  

Seasearcher Advanced Risk & 
Compliance data shows that, for every 
sanctioned vessel that continues to  
commit probable dark port callings and  
dark ship-to-ship transfers, there could be 
three more vessels not on any sanctions  
list that are actively taking part in the same 
type of probable illicit activity. 

Thankfully, the use of machine learning 
and AI, coupled with an extensive terrestrial 
and satellite AIS network managed by 
Lloyd’s List Intelligence, means these 
practices can be detected. 

The patterns of behaviour it can  
identify include suspicious AIS gaps and 
probable loitering, which could evolve  
into the more serious possibility of dark  
port callings and dark STS transfers that 
require further attention from compliance 
risk professionals. 

Insurers can maintain watchlists or be 
alerted to vessel behaviour that warrants 
checks and could be in breach of cover on 
the insured fleet and operators. 

This makes it easier for colleagues 
to perform first-line screening or deeper 
compliance investigations and renders it 
increasingly difficult for potentially illicit 
actors to hide. 

For more information about Lloyd’s 
List Intelligence’s Advanced Risk & 
Compliance screening tool, please 
contact: 
client.services@lloydslistintelligence.com  
or visit: 
https://www.lloydslistintelligence.com/
services/data-and-analytics/advanced-
risk-and-compliance 

Sebastian Villyn is head of risk and 
compliance data at Lloyd’s List Intelligence
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