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Kenichi Yonetani, Director General
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| would like to convey my heartfelt greetings on this occasion of
the publication of our Annual Report 2013.

In the 2012 financial year (hereafter this year), the Association
set out a new Medium-Term Operational Plan (for business
years 2012 to 2014 inclusive) entitled “JPI's CHANGE.” With the
plan, we promoted various loss prevention activities such as a
ship-visiting campaign and seminars given by our experienced
mariners. These initiatives have enabled us to reduce the costs
of claims and, with the support and cooperation of the Members,
enabled us to achieve the reserve target which largely surpassed
the plan for the first year. This year, we have laid the foundation
for the goal “700 million entered tonnage by the end of the 2014
financial year” together with the achievement of a new financial
strategy.

Turning to the P&l insurance market, the number of Pool Claims
(i.e. those claims exceeding the Clubs’ retention of USD 8 million
for the 2012 policy year, and US$ 9 million for the 2013 policy
year) increased in frequency during this year again preceded by
the history’s worst grounding casualties of the passenger vessel
“COSTA CONCORDIA,” and the container vessel “RENA”. Thus,
the rate of reinsurance programme of the International Group of
P&l Clubs (IG) was significantly raised.

In contrast however, the Association experienced a more positive
trend as opposed to the above situation of the P&l insurance
market. It is anticipated that the frequency of such claims
occurrence is likely to be reduced. There were three (3) medium
sized claims (from USD 3 million to USD 8 million), a decrease
from eight (8) claims last year, and one (1) pool claim this year,
a decrease from two (2) claims last year. The loss record for
Naiko Class vessels remained at the good level throughout this
year and continued to improve throughout. As a result, loss ratio
for ocean-going and Naiko Class vessels was improved by about
10% when compared last year. This improvement was mainly
thanks to the great efforts of our members in safe navigation,
and our own loss prevention activities.

Taking account of the maintenance of the Association’s
competitiveness, the Association has duly considered reducing
the members’ burden doubled by the raise of the rate of IG
reinsurance programme as much as possible. As such, there
was a 5% general increase in premium for the 2013 Policy Year
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for ocean-going vessels, which was minimised to the lowest
increase level among the 1G Clubs for the second consecutive
year. There was no general increase for Naiko Class vessels
which remained the same as last year in order to recapture our
share of Naiko Class market. For the ocean-going and Naiko
Class renewal of the 2013 Policy Year, our entered tonnage
increased by approx. 1.7 million tonnes while the number of
entered vessels decreased. This is thanks to the Members’
understanding and cooperation.

The Association’s financial situation for this year is summarised
by the following “Income and Expenditure Account”:

“Ordinary Income” is comprised of net premium written and
investment income. This year, net premium written has increased
to ¥18,820 million, an increase of ¥1,920 million when
compared to last year. “Investment Income” has increased by
¥2,810 million from last year to a total of ¥3,360 million. In total,
“Ordinary income” has increased by ¥4,380 million from last year
to a total of ¥22,470 million. “Ordinary expenses” are comprised
of net claims paid, the provision for outstanding claims, the
provision for underwriting reserves, investment expenses and
operating expenses. This year, net claims paid amounted to
¥14,020 million, an increase of ¥540 million over last year. This
is due to the trend of Yen depreciation toward the end of the year
despite the decrease of claims amount in US dollars. Provision
for outstanding claims was ¥2,520 million, ¥1,180 million over
last year. Also, “Ordinary underwriting reserve” amounted to
¥19.8 million, “Catastrophe reserve” amounted to ¥570 million,
and “Reserve for losses of reinsurance” amounted to ¥560
million due to our accounting measure to deal with a capital
deficit of 1G captive reinsurer, Hydra Insurance Company Ltd.
“Operating expenses” have decreased by ¥70 million to ¥2,230
million due to a decrease of the brokerage costs. The result is
that “ordinary expenses” have increased by ¥4,580 million this
year, to ¥22,160 million. The Association’s Ordinary Surplus
was ¥310 million this year, a decrease of ¥190 million from
last year. Net surplus before income taxes this year was ¥310
million, and net surplus after income taxes this year was ¥210
million, an increase of approx. ¥200 million over last year due to
a decrease of deferred income taxes. This year, reserves under
the Association’s new financial strategy (as mentioned below)
climbed up to ¥14,820 million in total, ¥1,100 million up from
last year. Increases of “Net surplus after tax” for ¥210 million,
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“Catastrophe reserve” for ¥570 million, and “Net unrealized gain
on securities” for ¥330 million were responsible for this.

In respect of the Association’s new financial strategy, the goal
was set to seek a reserve equivalent to a year’s net premium
written (i.e. ¥17,000 million) by the end of the 2016 financial
year in order to secure the Association’s financial soundness.
This year, the reserve was increased by ¥1,100 million, far
exceeding the first year goal for ¥140 million. Meanwhile, the
exchange rate, which was the basis for the financial strategy, has
fluctuated significantly from June 2012 when the new strategy
was designed. Accordingly, the rate was revised from ¥79 to ¥90,
and the numerical targets were reset so as to seek a reserve
equivalent to a year’s net premium written (i.e. ¥18,300 million)
with an annual increase by ¥850 million, more ¥50 million than
the previous target, for the next four years.

Regarding the rating issue, in February, 2013, the Association
maintained a BBB credit rating with a stable outlook as earned
from Standard & Poor’s last year, and thus ensured that the
Association continues to meet the membership criteria of the
International Group of P&l Clubs effective as from the 2013
policy year. In July, 2013, the Association’s rating was upgraded
to BBB+ with a stable outlook by Standard & Poor's who revised
the ratings in accordance with their amended insurance criteria.

For the 2013 financial year, which is the second year of “JPI's
CHANGE,” the Association will aim for a further stabilisation of
our financial standing by enhancing our underwriting capability
to increase the number of entries of high quality fleets. This
enhancement will not only focus on obtaining additional entries
in Japan but will seek to do so through the strengthening of our
underwriting capacity in other Asian countries, such as Singapore,
where we will shortly open our new branch office. As such, we will
promote the growth of the number of our entries and we will work
harder to strengthen our healthy operation and corporate culture
so0 that we can remain your P&l Club with confidence and reliability.
We would therefore ask Members to ensure they operate their
vessels with loss prevention firmly in mind, and to provide us with
their support for our continued growth.

22 July 2013
Kenichi Yonetani, Director General
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(1)Report of the General Meeting of
Members/the Board of Directors

The following decisions were made at both the Ordinary General Meeting
of Members and at the meetings of the Board of Directors during the year:-

General Meeting of Members

63rd Ordinary General Meeting of Members on 22 July 2013

( The accounts for the 2012 financial year were approved.

(2 Amendment to the Articles of Association was approved.

(3 Amendment to the Plan of Business Operations was approved.

@ The Directors of the Association and it’s Auditors were duly elected.

The Board of Directors

579th Meeting on 26 November 2012
(D 2013 Policy Year Calls/Premiums, closure of the 2009 Policy Year and

Supplementary Call/Release Call of the 2010 & 2011 Policy Years were
decided.

(2) Establishment of Singapore Branch was approved.

(3 Amendments to the IGA reflecting discussions on antitrust issues with
the European Commission were approved.

@ Financial Securities requirement issues under the Maritime Labour
Convention (MLC) were approved.

580th Meeting on 20 February 2013

Establishment of compliance guideline for antitrust laws was decided.

581st Meeting on 12 June 2013
M It was agreed that the 63rd Ordinary General Meeting of Members

would be held on 22 July 2013.

(@ Agenda of the 63rd Ordinary General Meeting of Members was
approved.

(3 The Association’s business plan and budget for the 2013 financial year
were approved.

(@ Review of the new Financial Strategy was approved.

(® Alteration of the Rules of the Association was approved.

(® The proposed Resolution in respect of further capitalisation of Hydra
Insurance Company Ltd. was approved.
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Change in General Increase / Supplementary Calls over the last 10 years

Pﬁgﬂ\sfar 2004/05 | 2005/06 | 2006/07 | 2007/08 | 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13 | 2013/14
SHiifo
General Mutual Entries 0 0 0 10 20 12,5 12.5 10 3 5
Increase AR
Fixed Premium 0 0 0 0 0 10 0 20 0 0
Entries
Supplementary Call 30 30 30 30 30 40 40 40 40 40
SR D I+ 30 30 60 30 30 40 50 40
Mutual Entries Only closed | closed | closed | closed | closed | closed 0 0
BZ FEERE CRER - BINSRE TEREERR

Notes for Supplementary Call Upper Line: Original Estimate

Japan P&l Club

Middle Line: Amount Called

Lower Line: Current Estimate



(2)Review of the Year
Calls / Premiums

Renewal at 20 February 2013

The Board decided to levy a 5% increase in advance calls
for the 2013 Policy Year, having given comprehensive
consideration to the Association’s “new financial strategy” and
the increase in reinsurance costs. The 2012 Policy Year’s loss
record for ocean-going vessels (mutual entries) was showing
some improvement when compared with the 2011 Policy Year.
The estimated supplementary call for 2013 was set at 40%.

For coastal vessels (fixed premium entries), the Board decided
to leave the basic premium rates unchanged. The loss record
of the 2012 Policy Year was moderate following the 2011
Policy Year.

Policy Years
After reviewing each Policy Year in respect of ocean-going
vessels, the Board made the following decisions:-

2009 Policy Year

As originally estimated, a supplementary call of 40% was
levied in January 2011. In November 2012 the Board decided
to close the 2009 Policy Year without levying a further
supplementary call.

2010 Policy Year
As originally estimated, a supplementary call of 40% was

Entered Tonnage GZ{IEH##)
(as of commencement of each policy year)

G.T(Million)
100

90
80
70
60
50
40
30

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
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levied, 10% in March 2011 and 30% in January 2012. 10%
of the unbudgeted supplementary call for the 2010 Policy Year
was also levied in March 2012, The 2010 Policy Year remains
open with a nil estimate, which will be reviewed later this
autumn.

2011 Policy Year

As originally estimated, a supplementary call of 40% was
levied in January 2013. The 2011 Policy Year remains open
with a nil estimate, which will be reviewed later this autumn.

2012 Policy Year
The originally estimated supplementary call of 40% remains
unchanged. This will be reviewed this autumn.

Entered Tonnage

In respect of ocean-going vessels, the volume of tonnage
entered with the Association has increased slightly. This is
because we gained some large-tonnage vessels from another
P&l Insurer. The number of vessels decreased, however, due
to competition with other P&l insurers. On the other hand, the
entered tonnage of Japanese coastal vessels decreased as a
result of a still-depressed Japanese domestic economy and
shipping industry.

At the 2013 Policy Year renewal (20 February 2013), the
total entered tonnage amounted to 91.95 million gross tons,
comprising 89.37 million gross tons for ocean-going vessels
and 2.58 million gross tons for coastal vessels. This represents

Entered Tonnage by Age (#tBI22#05 % tE)

-contrast with world conditions(as of commencement of the 2013 policy year)

(%) [l Japan P8I I’ World Condition
50
)
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an increase of 2 million gross tons compared with the figure at
the same time for the 2012 Policy Year renewal (20 February
2012).

However, the total amount of Charterer’s entered tonnage
decreased by 0.93 million gross tons to 12.72 million when
compared with the figure at the same time for the 2012 Policy
Year renewal.

At the end of the 2012 financial year (31 March 2013), there
were 4,719 Owner’s entries comprised of 2,404 ocean-
going vessels and 2,315 coastal vessels. The total amount
of entered tonnage is 92.54 million gross tons, consisting of
89.95 million gross tons of ocean-going vessels and 2.59
million gross tons of coastal vessels.

Reinsurance

As a member of the International Group of the P&l Clubs, the
Association participates in the Group’s pool and other parts of
the reinsurance programme for ocean-going vessels. All Group
Clubs share each other’s claims in excess of the Club retention
and collectively arrange reinsurance for claims exceeding the
pool.

The Group was forced to conduct hard negotiations with

market reinsurers for the renewal of the General Excess
Loss Reinsurance for the 2013 Policy Year. This was due

Investments (EFREE)

Cash and deposits:JPY

Cash and deposits:USD (FEEEHBE4M)
(B KNIL) 15.08%
16.16%
—Securities:JPY
(f&zB4Mm)
27.04%
Securities:USD
“if?gw \——— Others:JPY
= Others:USD (ZOfth:BAM)
(ZDAthKR)L) 3.13%
1.07%
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to a deterioration in the loss record caused by large claims
including the RENA and COSTA CONCORDIA in the 2011
Policy Year. The hardening of the reinsurance market was
also brought about by the influence of hurricane Sandy, which
occurred last October in the U.S. To mitigate the impact of
the reinsurance costs increase for the 2013 Policy Year, the
Group decided to change the structure of the reinsurance
programme. The Club retention increased from US$ 8 Million to
US$ 9 Million and the pool limit from US$60 Million to US$70
Million. The additional US$10 Million was retained within the
pool and reinsured by the Hydra Insurance Company, which
was established in 2005 and is administrated by all Group
Clubs. Furthermore, the Hydra co-insurance portion in the 1st
layer of the General Excess Loss Reinsurance was increased
from 25% to 30%.

In addition to the above Group collective reinsurances, the
Association purchases other forms of reinsurance through
the insurance market to achieve and maintain stable risk
management.

Investments

The Liberal Democratic Party (LDP) returned to political power
in Japan in the 2012 general election. After the change of
government, the increasing value of the Japanese Yen (JPY)
eased, leading to a positive stock market reaction, particularly

Maturities of securities (&3 DE=EARR)

10 years and over 1 year and below

(10%F#8) (TEFET)
9.07% 11.02%
—1-3 years
(1~3%)
20.42%
5-10 years
(5~10%)
40.40%
\— 3-5 years
(3~5%)
19.10%
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in export-oriented companies. The benchmark Nikkei Stock
Average rose from JPY 8,000 to JPY 12,000 and Japanese
long term interest rates, which had been stable at about 0.8%,
fell to 0.5% in March 2013, the end of the financial year.

The Association’s investments are managed in accordance with
the Plan of Business Operations approved by the Japanese
Financial Services Agency. As regards asset management, the
regulations require that priority is given to sound investments.
As a consequence, most of the Association’s investments,
other than liquid deposits, are fixed-rate bonds. These include
Japanese government bonds and corporate and foreign bonds
generally rated “A” or higher. The Plan helps reduce the
Association’s risks to a minimum.

There was no change in the basic plan for low risk investments
during the 2012 financial year. However the Association set up
investment trusts including equities as a small portion of the
whole, with the aim of diversifying our investments. As a result,
the upward movement of the stock market has translated into
a raising of the value of the Association’s investment trusts.

The long term interest rates of JPY and U.S. dollar remained
low during the year, and the bond investment environment was
severe. The Association partly made up for a drop in interest
income by selling bonds and buying super-long-term bonds.

The return on investments improved to 2.47%, higher than the
previous year. Interest and dividends received during the year
increased by JPY 334 million to JPY 874 million.

The total amount of financial investments held by the
Association has increased by 17.9% and JPY 7,107 million to
JPY 46,744 million. In addition, as a proportion of total assets,
the level of investments increased by 2.2% to 88.7%.

There is a risk that the Association’s liabilities in foreign
currencies may deteriorate as a result of currency fluctuations.
As a consequence, the Association holds funds in U.S. Dollars
to meet such liabilities and assist in the minimisation of any
future adverse currency variations.
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Average Expense Ratio

The Association’s average expense ratio for the five years
ended 20 February 2013 was 5.69%. The ratio has been
calculated in accordance with the Schedule and the guideline
issued by the International Group and is consistent with the
relevant Financial Statements.
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Trend of Claims

Number of claims received

Bar graph (D shows the number of claims received over the
past 5 years, categorised according to their nature. During
the 2008 Policy Year, the number of claims received exceeded
6,000. This reflected the corresponding increase in the volume
of tonnage entered with the Association. This trend continued
until the 2010 Policy Year, when more than 6,000 claims were
received. During the 2011 Policy Year however, the number of
claims received decreased to the mid-5,000s, and during the
2012 Policy Year the number decreased even further to less
than 5,000 claims.

The most frequently occurring type of claims has remained
consistent for the last 5 years, with the largest number being
“Cargo”, followed by “Crew” and then “FFO” (Fixed & Floating
Objects). On average, over the last 5 years, there have
been 101 “Collision” and 19 “Stranding” incidents received
per annum. However, the number decreased to 69 and 6
respectively during the 2012 Policy Year. Whilst they comprise
only a small portion of the number of claims received, the
insurance money paid out for them is disproportionately large.

Insurance money within the retention (Total paid +
outstanding insurance money within our retention)

Bar graph @ shows the total of paid plus outstanding insurance
money within our retention for the past 5 years. This figure
increased from the 2008 Policy Year until it peaked in the
2010 Policy Year at about US$ 184 million. This is mainly
because of the large number of pool claims which occurred
in the 2010 Policy Year. While the figures in the 2012 Policy
Year seem to decrease in proportion to the number of claims
received, they will surely increase as the figures do not include
IBNR’s (Incurred but not reported claims). In terms of the
number of pool claims for the Association, the 2012 Policy
Year was the best record in recent years, because we had only
one.

Finally, both “Crew” and “Pier” claims continue to maintain a
high portion of insurance money for the last 5 years.
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Trend of Pool Claims

Pool claims
The loss record for the 2011 Policy Year increased sharply

because of the occurrence of exceptionally large claims. The
total claim amount continued to increase the following year (ie
the year to 20 February 2013) and the total amount of money
paid out in claims was as high as the 2006 Policy Year. As to
the 2012 Policy Year, while the number of pool claims so far
reported was not as high as in the recent three years, the total
amount of claims paid was close to that of the worst recent
Policy Year, 2011, since the cost per pool claim increased.

Notable Cases

0il Spill
(at Hakodate Port, Hokkaido Prefecture., Japan)
In January 2013, whilst a 2,048G/T Passenger/Ro-Ro Cargo

Ship was bunkering at Hakodate port, fuel oil overflowed
from the air pipe of the vessel’s starboard FO tank due to the
mishandling of tank valves by the crew. About 1.7kl of fuel oil
spilled into the sea.

Owners arranged oil spill response companies to attend as
soon as possible after the spill was reported. Qil fences were
deployed around the vessel. However, some of the spilled oil
spread over the fences and found its way to the harbor. Winds
drifted the spilled oil to a wharf, pier and marina about 2.5
kilometers away from the scene. Also oiled were the bunker
barge, other ships, fishing boats, excursion boats and pleasure
boats in the vicinity.

Since a large area was affected, it took about four months to
complete clean-up operations.

Owners paid about JPY83.3 million (about US$832,000) to
oil spill response companies in clean-up costs for the port
including fishing boats, excursion boats and pleasure boats.

Dragging of anchor, Grounding, Wreck Removal off Korea
in the East China Sea
The dragging of anchor was caused by the typhoon Bolaven on

28th August 2012 while a bulker of 77,458 G/T was staying
at anchorage where a salvage operation had been successfully
completed for the previous accident of collision with other
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Natural Resources Damages Claim (2
Savannah, Georgia, USA)
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vessel and the way of disposing of the rejected/remaining
wet-damaged coal cargo had been considered. The vessel
subsequently grounded near an island in the vicinity. No oil
pollution nor personal injury was caused but the vessel was
then split in two and her total loss was decided. Further than
removal of oil, wreck removal by a salvor was ordered by the
authorities.

After the contractor was decided as a result of an international
tender on a most favorable condition with the price of 300
million yen, the wreck removal operation, together with
collection of spilt cargo as much as possible, was successfully
completed on December 9, 2012.

Natural Resources Damage Claim in Savannah, Georgia,
USA
In the event of an oil spill in US waters, a ship owner as the

“responsible party” is strictly liable for the cost of Natural
Resource Damage resulting from the spill. This is in addition to
expensive oil clean-up costs. In this article, we discuss an oil
spill incident in which a substantial natural resource damage
claim was brought against our Member by the State of Georgia
and U.S. Fish & Wildlife Services.

While transiting out bound the Tybee Roads ship channel,
Savannah, on the evening of 16 November 2004, two
generators of a Multi-Purpose Carrier failed. This caused a
loss of electrical power on the ship and a shutdown of the
main engine. As directed by the U.S. Coast Guard, the vessel
anchored pending a Class survey and next morning the
crew discovered oil spilled on the portside of the ship. The
Master immediately notified the ship owner’s Ql, or Qualified
Individual, the person identified by Owners as having full
authority to implement removal actions, in compliance with
OPA 1990, and a clean-up operation immediately began. An
underwater inspection found recent fractures in one of the fuel
tanks. The cause of the fractures remains unknown.

Approximately 6,800 Gallons of fuel oil caused damage to the
environment including to sea birds. A natural resource claim
exceeding US$1 Million was brought against our Member to
cover the cost of restoring or enhancing natural resources
damaged by the spill. The restoration project now under
consideration is to open currently dyked or impounded areas
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on Ossabaw Island, about 30 miles from the anchorage, to
allow saltwater to flow into the marsh on the island. The
resulting enhanced salt-marsh growth should in turn create
food (crustaceans, etc.) for seabirds. This project is being
considered to help restore the lost bird population. While
negotiations are still continuing with the state of Georgia and
U.S. Fish & Wildlife Services, the Member is likely to fund
US$750,000 for the restoration project under the Qil Pollution
Act 1990.

Loss Prevention

Preventing accidents and alleviating damage caused by
accidents are matters of concern not only for the Association
but for Members as well. We would like to discuss here some
of the major loss prevention activities we promote.

Condition Surveys:
The Condition Survey is one of the most important loss

prevention activities we undertake. Thanks to the cooperation
of our Members, vessels entered with the Association retain
high standard of quality. To continue maintaining and
advancing the quality to an even higher level, we conduct
Condition Surveys not only for newly-entered vessels but also
for those already entered with the Association.

Condition Surveys encompass various check-points,
including the overall general condition of a vessel, shipboard
maintenance, management status, and the licenses and
careers of officers at sea, and the safekeeping of relevant
certificates, documents and records. The survey takes into
account every possible accident which may occur.

Moreover, if there are any openings leading to cargo holds/
tanks, namely hatch covers, access hatches and ventilators,
we conduct weather-tightness tests. In particular, if the
vessel is a dry cargo carrier, we carry out ultrasonic tests to
check the weather-tightness of the hatch covers. Compared
to the hose test or the chalk test, these are the merits of the
ultrasonic test :

e\Weather tightness of all hatch covers can be tested evenly.

oA |ot of time and trouble is saved compared to other
methods.
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eTesting can be done even when the temperature is below
freezing.

*S0 long as the transmitter can be placed inside the vessel’s

holds, test results can be obtained even when there is cargo

on board.

Ultrasonic testing has become the international standard
nowadays, and we have adopted this as the standard method
for the Condition Surveys.

During the 2012 Policy Year, 181 vessels were surveyed in
total: 145 being entered already and 36 newly-entered. Out
of these 181 vessels, 66% of the surveys, thus relating to 120
vessels, resulted in one or more recommendations from us for
defects to be rectified. The areas where defects were found
most frequently were hatch covers and hatch coamings, and
then mooring gears, including defects in windlasses, mooring
winches, and hawsers. For more details, please refer to our
Special Circular No.13-002.

Apart from defects linked to hatch covers as set out above,
various other claims were caused by insufficient maintenance
and repairs to vessels’ equipment and machinery. In order
to reduce such claims, we will further continue enhancing
Condition Surveys.

Loss Prevention Seminars:
We have presented seminars by experienced mariners

in several parts of Japan: Tokyo, Kobe, Imabari, Fukuoka
and Hakodate. With these seminars, we have shifted our
perspective to look at topics from the point of view of the
mariner in the context of the actual situation on the ground.
The idea is to provide useful information for the crew and
other workers on the front line of marine business. In addition,
by employing DVDs, photographs and other visual images,
we hope to make a lasting impression on participants at the
seminars, which will hopefully lead to the avoidance of the
related accidents on site. We shall continue holding seminars
in various locations at fixed intervals and we would greatly
appreciate your interest and participation. Furthermore, we
are planning to hold a seminar in Korea during the 2013 Policy
Year.
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Claim Analysis:
We have carried out an analysis of large claims and the claims

of each fleet and have worked with Members to prevent the
recurrence of accidents arising from the same causes. We
have also provided information through the Japan P&l News to
promote loss prevention measures amongst all our Members.

We cannot expect instant results to the loss prevention
activities set out above, but we believe making these efforts
step by step will eventually lead to a reduction in the number
of accidents, and the alleviation of damage arising out of such
accidents which do occur.

Our Members’ kind understanding and cooperation would be
highly appreciated.

International Group's Topics

Sanctions
The sanctions imposed on Iran by the USA and EU continued

unabated in the 2012 Policy Year and occupied a considerable
amount of time and engagement, both within the Clubs
individually and at Group level.

Recent sanctions legislation and regulations have increasingly
targeted marine insurance arrangements and the ambiguous
provisions therein have caused both Clubs and Members
to be concerned. EU Council Regulation 267/2012 issued
in January 2012 contained uncertainty about the impact
on insurance cover of stemming bunker of Iranian origin
or bunkers blended with Iranian oil. The Group engaged in
discussions with the UK and EU regulators and clarification
of the treatment of bunkers was provided by the amending
provisions of Regulation 1263/2012 issued in December
2012. As for US sanctions, the Group has asked regulators
there for clarification of some uncertainties including the
scope of application of the provisions of the National Defense
Authorization Act for 2013.

The Group has prepared for FAQs in order to pass on the
information obtained through the discussions with the EU and
US regulators.
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Close of the investigation by the European Commission
The European Commission announced in August 2012 that it

has closed its investigation of the International Group’s claims-
sharing and reinsurance arrangements. This investigation was
opened by the Commission in August 2010 in order to assess
first, whether the quotation procedures and the rules relating
to release calls restrained competition between the Clubs
and harmed ship owners and secondly, whether commercial
insurers were barred from the P&l market.

While the European Commission has not revealed detailed
reasons for its decision, the positive outcome is a further
endorsement and a recognition by the Commission of the
strength and importance of the cover provided through the
mutual system embodied by the Clubs and the Group. The
Group and Clubs welcome the Commission’s decision to close
the case.

Even though the European Commission decided to close its
investigation, the 1G made some amendments to the IGA
reflecting discussions with the Commission.
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Solid Bulk Cargo Liquefaction

There is a risk that some types of solid bulk cargo, including
iron ore fines and nickel ore, may liquefy during transportation
and there has been an increasing awareness of the hazards
of liquefaction. The risk of liquefaction significantly increases
when cargoes are shipped with a moisture content in excess
of its designated transportable moisture limit (TML). The
carriage of these cargoes thus has to be carried out in strict
compliance with the International Maritime Solid Bulk Cargoes
(IMSBC) Code. However, non-compliance with the IMSBC Code
in some countries has become a big problem.

The Group has engaged in active efforts to resolve the problem
and has achieved a marked reduction in problems associated
with the export of iron ore fines from India. The Group
continues to work closely with other industry bodies including
ICS, Intercargo and BIMCO in trying to reduce or eliminate
the risk of liquefaction of nickel ore cargoes from Indonesia,
the Philippines and New Caledonia. The Group has issued
guidance to Members on such cargoes advising the importance

of ensuring that shippers comply with the requirements of
the IMSBC Code by obtaining accurate analysis results from
credible laboratories.
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(DMUIZEBTEADNEEREE (1)Report of Independent Auditors

(B A H ORE)

Independent Auditor’s Report

To Mr. Kenichi Yonetani

Director General, Representing Director
The Japan Ship Owners’ Mutual Protection
& Indemnity Association

We have audited the accompanying financial statements of The Japan Ship Owners’ Mutual Protection
& Indemnity Association (“the Association”), which comprise the balance sheet as at 31 March 2013
and 2012, and the related income and expenditure accounts, statements of cash flows for the fiscal
years then ended, and a summary of significant accounting policies and other explanatory information.
The financial statements have been prepared by management of the Association in accordance with the
basis set out in the Notes 1 and 2 to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of these financial statements in accordance with the
basis set out in the Notes 1 and 2 to the financial statements, for determining that the basis of
preparation is acceptable in the circumstances, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with standards generally accepted in Japan. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation of the financial statements 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 entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above are prepared, in all material respects, in
accordance with the basis set out in the Notes 1 and 2 to the financial statements.

Basis of accounting

Without modifying our opinion, we draw attention to Notes 1 and 2 to the financial statements, which
describes the basis of accounting. The financial statements are intended to be used for parties related
to the Association. As a result, the financial statements may not be suitable for another purpose.

Convenience translation

The U.S. dollar amounts in the accompanying financial statements with respect to the year ended 31

March 2013 are presented solely for convenience. Our audits also included the translation of Japanese
en amounts into U.S. dollar amounts and, in our opinion, such translation has been made on the

%asis described in Note 1-(2) to the financial statements.

11 July 2013

Notice to Readers:
The presentation of “Note 3. Other Notes to Financial Statements” is not required by accounting
principles generally accepted in Japan, and has not been audited by the independent auditor.

PricewaterhouseCoopers Aarata
Sumitomo Fudosan Shiodome Hamarikyu Bldg., 8-21-1 Ginza, Chuo-ku, Tokyo 104-0061, Japan
Tel: +81 (3) 3546 8450, Fax: +81 (3) 3546 8451, www.pwe.com/jp/assurance
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(2) Bzt HE (2) Income and Expenditure Accounts

B 2011%F4A1H Unit:JPY  Millions Unit:US$000s
£ 2012%38318 RV for the years ended 31 March
B 2012F4A1H 2013 and 2012 2013 2012 2013
F 2013%F3A31H Notes Note 1-(2)
E -+ 318 Operating income
WA AR BBk Calls and premiums written 2-(3),3-(1) ¥23007  ¥20693 | $244,631
TR B Reinsurance premiums ceded 2-(3),3-(2) 4,189 3,799 44,545
TERRISA PR B R Net premiums written 2-(3) 18,818 16,894 200,086
IEBRRRB BRI A (M A )48 Change in unearned premium reserve 2-(3) (1,982) 665 (21,076)
PRIRG |2\ AR5 2 B et Exchange gains from underwriting activities 14 112 151
FIE L O 2 G IA Interest and dividends 2-(3),3-(3) 596 541 6,340
EEROERLE I 3% Gains on money trusts 2-(3),3-(4) 199 2119
AAMGESR S 4% Profit on sales of securities 3-(5) 79 - 837
EREEIAR D A B A (JH) Foreign currency exchange gains (losses) from investing activities 2472 (200) 26,286
Z DABFE WA Other ordinary income 3-(6) 36 35 381
BRINESE(A) Total operating income 20,232 18,047 | 215,124
BXEHA Operating costs and expenses
BEIN S Claims paid 2-(3),3-(7) 18,825 17,013 200,164
P IRRR Reinsurance claims recovered 2-(3),3-(8) 4,805 3,531 51,097
NS EININE & Net claims paid 2-(3) 14,020 13,482 149,067
N SEN ot PN | Change in reserve for outstanding claims 2-(3) 2,523 1,345 26,826
S e B A g AR Change in catastrophe reserve 566 309 6,016
HER Operating expenses 2-(3),3-(9) 2,123 2,178 22,574
F DR H Other ordinary expenses 3-(10) 690 229 7,340
EXEBASEHB) Total operating costs and expenses 19,922 17,543 | 211,823
BEIREA)-B) Ordinary surplus 310 504 3,301
EFEERS Special losses
ZOMAERIFE IS Other special losses 2 0 31
FEIsi M EAMRIR Surplus before income taxes 308 504 3,270
BB B R O HEBL Current income taxes 2-(4) 387 1 4,118
NG Ak Deferred income taxes 2-(5),2-(24) (284) 495 (3,030
EARESE Total income taxes 103 496 1,088
L HARIR Surplus after income taxes 205 8 2,182
TR ) % 4 Unappropriated surplus, beginning balance 2-(6) 4 5 39
LHRLSRIRE Unappropriated surplus, ending balance ¥209 ¥14 $2,221
¥94.05
=US$1.00

MBES 2k Re L, AM B HEO—HE% T DTY,
The accompanying notes are an integral part of these financial statements.
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(3) HigWRER (3)Balance Sheets
2012F3A31HER*%E as of 31 March 2013 and 2012 Unit:JPY  Millions Unit:USS$000s
XU 2013FE3A31HRE
2013 2012 2013
Notes Note 1-(2)
=13 Assets
Ha R OHlr e Cash and deposits at banks 2-(11),3-(11) ¥10,030 ¥7918 | $106,649
GERDIEE Money trusts 2-(8),(11),3-(12) 3,099 1,500 32,947
VRIS Securities 2-(7),(11),(26),3-(13) 33,618 30,222 357,452
I 7 & Property, plant and equipment 2-(9),(19),(23) 3-(14) 1,134 1,097 12,057
T 1] 2 Intangible assets 2-(10),3-(15) 175 53 1,860
ZOME Other assets 2-(11),3-(16) 1,903 2,547 20,236
MR 4G P Deferred tax assets 2-(5),(24) 2,823 2,631 30,014
BEG M4 Reserve for bad debts 2-(13) (80) (149) (855)
BEDOIHEE Total assets 52,702 45,819 | 560,360
=1 Liabilities
PRI HE Al 4 Technical provisions
AL 4 Reserve for outstanding claims 2-(27),3-(17) 26,740 24,217 284,320
A O R} Unearned premium reserve 2-(27),3-(18) 8,455 6473 89,900
S ft B el 4 Catastrophe reserve 2-(18) 13,073 12,507 139,001
Z DAL Other liabilities 2-(19),3-(19) 1,977 1.236 21,021
HE55144 Reserve for bonuses 2-(14) 78 95 825
BIEY e N Ry Reserve for retirement benefits 2-(15) - 8 -
e d=BIEY sl Ry Reserve for directors' retirement benefits ~ 2-(16) 79 68 834
iR PN e B ey Reserve for losses of reinsurance 2-(17) 556 5914
BENEHEET Total liabilities 50,958 44,604 541,815
EE Net assets
g4 Capital contribution fund 3-(20) 138 146 1,465
Tl x4 Retaining earnings 3-(21) 854 649 9,082
X A5 ATl 22 A 4 Net unrealized gains on securities 3-(22) 752 419 7.998
HEEOHEE Total net assets 1,744 1,214 18,545
BERUVHEEDSE Total liabilities and net assets ¥52,702  ¥45,819 | $560,360
¥94.05
=US$1.00

MBES 2k Re L, AM B HEO—HE% T DTY,
The accompanying notes are an integral part of these financial statements.
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(4 F+ySa-70-5tHE  (4) Statements of Cash Flows

B 2011F4A1H Unit:JPY  Millions | UnitUS§000s
£ 2012%3/318 RV for the years ended 31 March
B 2012%4A1H 2013 and 2012 2013 2012 2013
F 2013%F3A31H Notes Note 1-(2)
EXEHCESF+ySa-70—  Cash flows from operating activities
B il 24 1050 42 Surplus before income taxes ¥308 ¥504 $3,270
AT 1 02 Depreciation 54 28 580
BEIN AR IE: ) Increase in reserve for outstanding claims 2,523 1,345 26,826
FA PR B ORI (W A) #H Increase (decrease) in unearned premium reserve 1,982 (665) 21,076
SR i B Al X D B N4 Increase in catastrophe reserve 566 309 6,016
BHF 1480 () B (Decrease) increase in reserve for bad debts (69) 99 (729)
501440 (R4 Bm4E (Decrease) increase in reserve for bonuses (17) 4 (181)
BIRARA T [ L G0 A FH Decrease in reserve for retirement benefits (8) (23) (83)
T H R 24 08 () Increase (decrease) in reserve for directors' retirement benefits 10 (39) 111
FRORBRR T | 21 G 34 Increase in reserve for losses of reinsurance 556 - 5914
SRR B OV L Y 4 Interest and dividend income (596) (545) (6,340)
Fy AR Foreign currency exchange (gains) losses (2,472) 200 (26,286)
HEE 48R3 LRI AR AL Gains on specified money trust (199) - (2.113)
A AT FE 2 B AR PR A% (Gains) losses on securities (79) 4 (837)
A7 T [ 52 o B AR TE AR Losses on property, plant and equipment 0 0 2
ZOME i (BB ETHEI ML I Decrease (increase) in other assets 669 (604) 7,108
BB ) s A (Bn) %
Z OB (BPCETEEIRI M, ] Increase in other liabilities 363 183 3.859
TGy R ) OB INAH
/NEF Sub-total 3,591 800 38,193
FILE R OVEL 24 4 052 U Interest and dividends received 617 513 6,559
BRSO Income taxes paid (1) 1) (15)
BEEHICLSFrySa-70— Net cash provided by operating activities 4,207 1,312 44,737
REFIMCLSF+yvSa-7A—  Cash flows from investing activities
A EEPEDOTUH LB H Purchases of property, plant and equipment (60) (6) (639)
ST 52 B PE OWAHI LD Purchases of intangible assets (145) (19) (1,545)
EMFHSOTHAILL LM Purchases of time deposits (278) - (2951)
FE S EFEANOIIC LA Purchases of specified money trust (700) - (7,442)
A AMFESF ORI LD Purchases of securities (6,414) (5,031) (68,201)
HAMRESDOTEHAE R I IDIA Proceeds from sales or maturity of securities 6,281 3,467 66,781
BREEEICESFrySa-70— Net cash used in investing activities (1,316) (1,589) |  (13997)
MEEREICESF+vSa-70—  Cash flows from financing activities
A HPSOHEIZEIDIA Proceeds from Members of capital contribution fund 4 6 45
A BANONERERICEHIM Refund to Members of capital contribution fund (23) (25) (244)
MEEEICEAFrySa-70— Net cash used in financing activities (19) (19) (199)
B RO BT S AR IR 2 Effect of foreign currency exchange rate changes on 373 (360) 3,962
cash and cash equivalents
BE RO &SmO (W) %  Netincrease (decrease) in cash and cash equivalents 3,245 (656) 34,503
&R OBLE RS OR &% Cash and cash equivalents at beginning of year 11,077 11,733 117,780
RERURERASFYOHRES  Cash and cash equivalents at end of year -(28) ¥14,322  ¥11077 | $152.283
¥94.05
=US$1.00

MBES 2k Re L, AM B HEO—HE% T DTY,
The accompanying notes are an integral part of these financial statements.
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(5) MEFERIER

1. EREA &

(1) PR E S XD PR B AL D SR B IZA A THICAR E D B4R 3 A
3IHZEDS TR T T HEEDSNTEY, YRl A DOFHEFEEDIH
—THVFET YW et FIT Seh i A A B AR A &
O Z Do B H BRI OB E IZHE WV, EIPICBW TR 5H
W CUER SN B i £ A IR B SN D TH Y, =K
S I LB FRN B LI R R HAHVET  FHARI
BB LERROFFEESSFICESTER SN TV A IR BIHE X
FOTBIEEAD, LIEOHRIZBIIAES I ERESN
TWARWF Yy Ty o 70 —FHEE R Y 72 15 B 7R O 85
PHHRLTBIET B Frydia-7a—FtREIIONT
RS vy a7 a0 —EHEE S ORI (S ET R
£ 19984E3H13H) L ONHAE M B ah RS ICBIF A3 vy a7
O—FH A EOMERIC B $ 2 E B R (S AT R H Smis
587 20114E1 H12H) IO EMER I N THBV T HARFE S
DOFE D AZ X D7 DICAR PG FIIBNTE T O/ 5z
L CTWET HEICBWTIEE A MR, KEVEIZBWT
W T-FUVRGZMIFERALTNE T,

(2) KRV~
ARG ELROSHFIIMRREINTOEF TR HAOFEEE
X %7212, 201343 H 31 HIKE 15 o0 HUT A1 1L 25 B 113 35 o A il
THHIAMH058 T TR E L TWE T T2, Uk S
OREREBIRIZHAM THY KV FERIZBLETLHE DS E
THVET,

2. ENFICEOERER
(D AR IFT OV T R AR B3R R A2 R AR R
TR B2 EEM-oTEET

(2) T2AHEOMEBNI LD INARFAHIZ20134E3 M L UF20124E3
HicbwTeheh2sH M (265FF)V) K U25FH 75 M, #
FRANZ32E T (342FFV) RUM6H T THNE T,

(3) 1. IEBRNA B ONFUTROEBYTHIE T,

HAE M BTV

2013 2012 2013
ERe 1-(2)
IRAPRBFR ¥23,007 ¥20,693 $244,631
AL ORERORL 4,189 3,799 44,545
#51 ¥183818 ¥16,894 ‘ $200,086
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(5) Notes to the Financial Statements

1. Basis of Presentation

(1) In accordance with the Insurance Business Act, the financial year
for an insurance company in Japan is from 1 April to 31 March.
The financial year of the Japan Ship Owners' Mutual Protection
& Indemnity Association (the "Association") conforms with this
requirement. The accompanying financial statements have been
prepared from the financial statements disclosed for domestic
reporting purposes by the Association in accordance with the
provisions of Japanese Companies Act, the Ship Owners' Mutual
Insurance Association Law of Japan, and related regulations which are
different in certain respects with regards to application and disclosure
requirements of International Financial Reporting Standards. The
supplementary schedules required by the above-mentioned laws in
Japan are omitted. However, the statement of cash flows, though not
required, is voluntarily disclosed to provide information to readers.
The statement of cash flows has been prepared based on "Standard
of preparing the Consolidated Statement of Cash Flows, efc. (Japanese
Business Accounting Council statement, 13 March 1998)" and
"Practical Guideline in Preparing the Statement of Cash Flows for
the Consolidated Financial Statements, etc. (Accounting Practice
Committee No.8, 12 January 2011)". For the convenience of readers
outside of Japan, certain reclassifications have been made in the
accompanying financial statements. Amounts of less than one million
yen and one thousand dollars are rounded.

(2) Translation to U.S. Dollars

The accompanying financial statements are expressed in Japanese
Yen and, solely for the convenience of readers, the statements for the
year ended 31 March 2013 have been translated into U.S. Dollars at
the rate of ¥94.05 = U.S.$1, the middle rate prevailing on the Tokyo
foreign exchange market on 31 March 2013. The functional currency
of the Association is Japanese Yen, and the translation to the US
Dollars is only for the convenience of readers.

2. Notes prescribed by the laws and regulations

(1) For foreign currency bonds, the Association records unrealized
foreign exchange gains and losses with respect to the amortized
cost denominated in foreign currency to the income and expenditure
account each period.

(2) For the years ended 31 March 2013 and 2012, the aggregate
revenue of business transacted with the subsidiary companies
amounted to ¥25 million ($265 thousand) and ¥25 million,
respectively, and the aggregate expenses amounted to ¥32 million
($342 thousand) and ¥46 million, respectively.

(3) 1. Net premiums written consist of the following:

Unit:JPY Millions Unit:US$000s

2013 2012 2013
Note 1-(2)
Calls and premiums written ¥23,007 ¥20,693 $244,631
Reinsurance premiums ceded 4,189 3,799 44 545
Net premiums written ¥18,818 ¥16,894 $200,086
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2. IEMSCHVRREDERIZIRDE B THY I,

2. Net claims paid consist of the following:

BAH T HALT-MV Unit:JPY Millions Unit:US$000s
2013 2012 2013 2013 2012 2013
HE 1-(2) Note 1-(2)
B IN S ¥18,825 ¥17013 $200,164 Claims paid ¥18,825 ¥17,013 $200,164
RIS PR 4 4,805 3531 51,097 Reinsurance claims recovered 4,805 3,531 51,097
=5 ¥14,020 ¥13482 $149,067 Net claims paid ¥14,020 ¥13,482 ‘ $149,067

3. IEBRSCIME SR A ORI R DEBYTHYE T,

3. Change in reserve for outstanding claims consists of the following:

BRI BATRY Unit:JPY Millions Unit:US$000s
2013 2012 2013 2013 2012 2013
PR 1-(2) Note 1-(2)
BRI IN Change in reserve for outstanding
(AR ¥3753 ¥965 $39.903 claims, grossof reinsurance ¥3,793 ¥965 $39,903
GRS T Change in reserve for ceded
E INVINE 1,230 (380) 13077 outstanding claims 1,230 (380) 13,077
== ¥2,523 ¥1,345 $26,826 Change inreserve fornet ) sog v 345 | $26,806

4. IERAREE IR R ABHONTUIKOEBYTHIF T,

outstanding claims

4. Change in unearned premium reserve consists of the following:

HALH M HALTFRY Unit:JPY Millions Unit:US$000s
2013 2012 2013 2013 2012 2013
R 1-(2) Note 1-(2)
KRR G FEAE Change in unearned premium
(R AR (¥1,982) ¥665 (521,076) reserve, gross of reinsurance (¥1,982) ¥665 | (821,076)
A LIpPalEARE B B B Change in ceded unearned 3 B
R AR premium reserve
=l (¥1,982) ¥665 ($21,076) Change in net uneamed .y ga, Y665 | ($21,076)
premium reserve
5. FEBONTUXKRDOEBYTHNET, 5. Operating expenses consist of the following:
BATH T HALT RV Unit:JPY Millions Unit:US$000s
2013 2012 2013 2013 2012 2013
R 1(2) Note 1-(2)
N ¥1421 ¥1,396 $15,104 Personnel expenditure  ¥1,421 ¥1,396 $15,104
W 525 543 5,588 Cost of supplies 525 543 5,588
Ja—HL—y 280 353 2977 Brokerage 280 353 2,977
FRORBE TS0k} (157) (142) (1,675) Reinsurance commission (157 (142) (1,675)
A 1 N2 54 28 580 Depreciation 54 28 580
&t ¥2,123 ¥2178 $22574 Total ¥2123 ¥2178 $22,574
6. FIE R OB Y EINA OHNFRIZKDOLEBYTHNET, 6. Interest and dividends consist of the following:
AT M HALTRL Unit:JPY Millions Unit:US$000s
2013 2012 2013 2013 2012 2013
R 1-(2) Note 1-(2)
el & F ¥24 ¥46 $262 Interest on deposits and savings ¥24 ¥46 $262
A A EE A 572 495 6,078 Interest on securities 572 495 6,078
Gt ¥596 ¥541 $6,340 Total ¥596 ¥541 $6,340

7. 201343 D B4R D ME FEE A 421213 Al 42 4198 A T
MQEI3TIV) EINTBIET .

7. For the year ended 31 March 2013, Valuation gain of ¥198
million($2,113 thousand) is included in "Gains on money trusts".
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(4) 20134E3 AN BT Bk E R BEREBIR) R X R HE R Dk
ABEEOBMELDERIZOWTI ROEBY) THYE T,

BEFBE 29.70%
R EDOIB ST A 2.42%
R By 5E 84 1.14%
WA B ATHH N OB AR SO BEHR 33.26%

20124E3HHNC BT 2135 TR BER LB R XAt 2 D1k
ABESEOBEHRLEDZERIZOVTIE ROEBYTHIE T,

Financial Statements

(4) A reconciliation between the effective statutory tax rate and the actual
effective tax rate after application of deferred tax accounting for the
year ended 31 March 2013 is as follows:

R ERBR 31.31%
a2 T2 L2 J AR AL 4 % RE O AR I 65.39%
LB FOREA T A 1.33%
Z DAl 0.30%
BN AR R e O ABEE OB AER 98.33%

(5) T ABLAE OB BRI X DR IERL 4% o Je O IE B 6 B
REOEFOBIL

[FEF LSOOI IE L BH O£ 2K 57200
PR BLE S O— T2 IE$ AL | (P23 F L/ 11475)
FOTHARRELE P SOOI DGR LIS 5720
(L E e IR ORI S BRI E I | (PR 234F IR AR
117%5) 320114512 H2HIC 254 S, 2012454 HTH L& B
(9 HHESRAERE DS ABEER DT F U L OVE LR I B A BE
DRBDITONLILELDF L 72,

CAUTHE O HRIEBE G S MR IER S R ORISR A
B8 FERNBEFIIIER D31.31%7525, 27.93% B REMYITZ T
EX =N
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Effective statutory tax rate 29.70%
Entertainment and other expenses not 2.42%
deductible for tax purposes

Taxation on per capita basis 1.14%
Actual effective tax rate 33.26%

A reconciliation between the effective statutory tax rate and the actual
effective tax rate after application of deferred tax accounting for the
year ended 31 March 2012 is as follows:

Effective statutory tax rate 31.31%
Reduction of deferred tax assets at the 65.39%
balance sheet date caused by change in income taxes rate
Entertainment and other expenses not 1.33%
deductible for tax purposes

Others 0.30%
Actual effective tax rate 98.33%

(5) Effects of changes in the corporate income tax rate

“Act on Partial Amendment to the Income Tax Act, etc. in order to
create a Tax System Responding to Structural Changes of Economy
and Society" (Act No.114, 2011) and "Act on Special Measures
Concerning Securing Financial Resources Necessary for the
Implementation of Measures to recover from the Great East Japan
Earthquake" (Act No.117, 2011) were promulgated on 2 December
2011, and accordingly, the corporate income tax rate has been
lowered and the special corporation tax for restoration has been
imposed from the fiscal year beginning on or after 1 April 2012.

Accordingly, the effective statutory income tax rate used to calculate
deferred tax assets and deferred tax liabilities has changed from the
31.31% used previously, to 27.93%. As a result of this change in the
corporate tax rate, deferred tax assets (net of deferred tax liabilities)
decreased by ¥329 million, deferred income taxes increased by ¥329
million and surplus after income taxes decreased by ¥329 million for
the year ended 31 March 2012.
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(6) For the years ended 31 March 2013 and 2012, the beginning
unappropriated surplus balance after deducting ¥10 million ($106
thousand) and ¥90 million, respectively, special reserves from the
previous year's ending unappropriated surplus balance of ¥14 million
($106 thousand) and ¥95 million, respectively is ¥4 million ($39
thousand) and ¥5 million, respectively.

(7) The standards for valuation of securities are as follows:

1. Shares of subsidiaries are stated at cost pursuant to the moving
average method.

2. Securities held to maturity are stated at amortized cost (straight
line method) pursuant to the moving average method.

3. Marketable securities held as available for sale are stated at
market price as of the balance sheet date. The unrealized gains/
losses on the marketable securities are recognized directly within
“Net assets” and the cost of securities sold is pursuant to the
moving average method.

4. Non-marketable securities held as available for sale are stated
at cost or amortized cost (straight line method) pursuant to the
moving average method where the fair value is extremely difficult
to determine.

(8) Money trusts held for trading purposes are stated at the fair value.

(9) Depreciation of property, plant and equipment is calculated using the
declining—balance method.

(10)The Association records software for internal use as an intangible
asset. Depreciation on such assets is calculated using the straight
line method based on an estimated useful life of 5 years.

(11)Conditions of financial instruments and fair values are as follows:
(D Conditions of financial instruments

The Association’s investments Policy is in accordance with its
Business Operations Plan, as approved by the Financial Service
Agency, and gives higher priority to investments which are considered
stable. Financial instruments the Association holds are mainly
cash and deposits at banks, money trusts, Japanese government
bonds, Japanese Local government bonds, Corporate bonds and
Foreign securities. Holding these financial instruments exposes the
Association to credit risk, foreign currency exchange risk, liquidity
risk and other market risk factors. As for exposure to credit risk,
investments in corporate bonds (including foreign securities) are
limited to those with ratings of “A” or higher in principle. If an
investment’s rating is downgraded below “A”, the Association would
likely sell the investment after timely research of the issuer’s financial
condition.

The Association’s exposure to foreign exchange risk exists mainly in
holding foreign currency denominated bonds. Some foreign currency
cash deposits are also held by the Association. Conversely, certain
outstanding claim liabilities are denominated in foreign currencies
which are also impacted by foreign currency exchange fluctuations.
As such, the Association manages its exposure to fluctuations in
foreign currency exchange rates by actively managing the proportion
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of the amounts of foreign assets and liabilities that it holds. As to
liquidity risk, the Association considers its exposure to be low as
most securities held would be expected to be readily sold in the
open market when necessary. Regarding other market risk factors,
as the Association mainly invests in bonds with high credit ratings
and generally holds them until their maturity date, the Association
considers the possibility that other market risks would have a
significant impact on the Income and Expenditure Accounts to be
remote.

Regarding premiums receivables, although there is a risk of
uncollectible accounts, the Association’s Underwriting Department
strives to collect outstanding premiums in a timely manner and the
section in charge in the head office continuously monitors the status
of outstanding premiums receivable.

(2) Fair value of financial instruments

The amounts recorded in the balance sheet, fair value and the
difference as of 31 March 2013 are as follows:

Unit:JPY Millions

(4) Premiums receivables 601

Amounts of ) )
Balance sheet Fair value  Difference
(1) Cash and deposits at banks  ¥10,030 ¥10,030 ¥—
(2) Money trusts 3,099 3,099 -
(3) Securities
Securities held to maturity 6,259 6,495 236

Marketable securities 26,847 26,847 -
held as available for sale
601 -

Unit:US$000s

Amounts of

Balance sheet Fair value  Difference

(1) Cash and deposits at banks $106,649 $106,649 $-
(2) Money trusts 32,947 32,947 -
(3) Securities

Securities held to maturity 66,558 69,069 2,511

Marketable securities

held as available for sale 285,456 285,456 -
(4) Premiums receivables 6,391 6,391 -
(Note 1)

(1) Cash and deposits at banks, (4) Premiums receivables
Cash and deposits at banks and premiums receivables are stated
at the carrying amount as these are settled in the short term and
those fair values are approximately equal to the carrying amount.

(2) Money trusts
The fair value of money trusts individually managed primarily
for investments in securities are stated at the price provided by
the trustee bank. On the other hand, commingled money trust
are stated at the carrying amount as fair value is considered to
approximate the carrying amount.

(3) Securities
Bonds and investment funds are mainly stated at the price
presented by the financial institution. MMF are stated at the
carrying amount as these are settled in the short term and fair
value is considered to approximate the carrying amount.
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(Note 2)
Unlisted stocks of ¥511 million ($5,438 thousand) are excluded from
(3) "Marketable securities held as available for sale" as no market
prices exist and future cash flows are not estimable and therefore it is
extremely difficult to determine the fair value.

The amounts recorded in the balance sheet, fair value and the
difference as of 31 March 2012 are as follows:

Unit:JPY Millions

é?l;l: 2;85?]2 et Fair value  Difference

(1) Cash and deposits at banks ~ ¥7,918 ¥7,918 ¥—
(2) Money trusts 1,500 1,500 -
(3) Securities

Securities held to maturity 4,219 4,303 83

Marketable securities

held as available for sale 25,492 25,492 -
(4) Premiums receivables 846 846 -

(Note 1)
(1) Cash and deposits at banks, (4) Premiums receivables
Cash and deposits at banks and premiums receivables are stated
at the carrying amount as these are settled in the short term and
those fair values are approximately equal to the carrying amount.
(2) Money trusts
Money trusts are stated at the carrying amount as those contract
terms are short and are equivalent to cash and deposits at banks
in nature.
(3) Securities
Bonds and investments funds are mainly stated at the price
presented by the financial institution. MMF are stated at the
carrying amount as these are settled in the short term and fair
value is considered to approximate the carrying amount.
(Note 2)
Unlisted stocks of ¥511 million are excluded from (3) "Marketable
securities held as available for sale" as no market prices exist and
future cash flows are not estimable and therefore it is extremely
difficult to determine the fair value.

(12)The translation of foreign currencies to Japanese yen is carried
out pursuant to the Accounting Standards for Foreign Currency
Transactions.

(13)The reserve for bad debts is estimated on the basis of past
experience.

(14)The reserve for bonuses is provided for at the amount estimated at
the balance sheet date for future payments.

(15)The reserve for retirement benefits is stated at the amount which
would become liable to be paid should all of the staff employment
contracts be voluntarily terminated at the balance sheet date
after deduction of the fair value of the funded plan assets and the
unamortized net transition liabilities. At the end of this financial
year, prepaid pension cost of ¥17 million is included in Other
assets.

(16) The reserve for directors’ retirement benefit is stated at the amount
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which has been incurred at the balance sheet date based on the
bylaws of the Association.

(17) To provide for future losses arising from providing support to Hydra
Insurance Company Ltd., which is a reinsurance company in Bermuda
jointly established by the International Group of P&l Clubs, the
reserve for losses of reinsurance is stated at the amount equivalent
to cumulative losses of the reinsurance company attributable to the
Association.

(18) A catastrophe reserve is established to ensure the continued
solvency of the insurer in case of catastrophic losses beyond
the scope of the insurer's general reserve assumptions and is
accumulated over time based on the premiums written for each year.
If the gross claims paid for a year exceed 80 percent of net premiums
written that year, the insurer may reverse a portion of the catastrophe
reserve equal to the excess amount.

(19) Financial Leases, except for those in which ownership is considered
to be transferred, for which the commencement date of the lease
transaction falls in the financial years that began before 1 April
2008, are accounted for using a method similar to that for ordinary
operating lease contracts.

(20) Consumption taxes are accounted for under the "tax inclusive"
method.

(21) Persuant to revisions made to Corporation Tax Law, the method of
depreciating Property, plant and equipment acquired on or after 1
April 2012 is changed to those based on the revised Corporation Tax
Law. For the year ended 31 March 2013, the effect of these changes
on ordinary surplus and surplus before income taxes is immaterial.

(22) The Association applies "Accounting Standard for Accounting
Changes and Error Corrections (ASBJ Statement No.24, 4 December
2009)" and "Application Guidance on the Accounting Standard for
Accounting Changes and Error Corrections (ASBJ Guidance No.24, 4
December 2009)" from the beginning of this financial year.

(23) Accumulated depreciation for property, plant and equipment
amounts to ¥304 million ($3,233 thousand) and ¥280million at 31
March 2013 and 2012, respectively. Advanced depreciation amounts
to ¥417 million ($4,434 thousand) and ¥417 million at 31 March
2013 and 2012, respectively.

(24) At 31 March 2013, the total of deferred tax assets amounts to
¥3,690 million ($39,237 thousand) and the total of deferred tax
liabilities amounts to ¥324 million ($3,448 thousand). The figure
deducted from deferred tax assets as a valuation reserve amounts to
¥543 million ($5,776 thousand).

The components of deferred tax assets by main cause of occurrence
are as follows:
Underwriting reserve; ¥2,628 million ($27,940 thousand)
Reserve for outstanding claims; ¥259 million ($2,758 thousand)
Reserve for losses of reinsurance; ¥163 million ($1,729 thousand)
Reserve for bonuses; ¥23 million ($245 thousand)

The components of deferred tax liabilities by main cause of
occurrence are as follows:
Unrealized gains on “Marketable securities held as available for
sale”; ¥302 million ($3,211 thousand)
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At 31 March 2012, the total of deferred tax assets amounts to
¥3,408 million and the total of deferred tax liabilities amounts to
¥209 million. The figure deducted from deferred tax assets as a
valuation reserve amounts to ¥567 million.
The components of deferred tax assets by main cause of occurrence
are as follows:

Underwriting reserve; ¥2,628 million

Reserve for outstanding claims; ¥109 million

Reserve for bonuses; ¥28 million

Reserve for bad debts; ¥25 million

The components of deferred tax liabilities by main cause of
occurrence are as follows:
Unrealized gains on “Marketable securities held as available for
sale”; ¥209 million

(25) In addition to the property, plant and equipment recorded on the

balance sheet, lease contracts are in place for electronic computers.

(26) Investment in subsidiaries amounts to ¥12 million ($123 thousand)

and ¥12 million at 31 March 2013 and 2012, respectively.

(27)1. Reserve for outstanding claims with respect to reinsurance

stipulated in Article 51 of the Enforcement Regulations of the
Ship Owners’ Mutual Insurance Association Law of Japan (the
"Regulations") which is referred in Article 53.2 of the Regulations
amounts to ¥7,863 million ($83,607 thousand) and ¥6,633 million
at 31 March 2013 and 2012, respectively.

2. There is no unearned premium reserve with respect to reinsurance
stipulated in Article 51 of the Regulations at 31 March 2013 and
2012, respectively.

3. There is no amount deducted relating to the distribution of surplus
stipulated in Article 28 of the Regulations at 31 March 2013 and
2012.

(28) Cash equivalents in the statement of cash flows are cash in hand,

deposits at banks which can be withdrawn at any time and highly
liquid short-term investments with an original maturity of three
months or less, and are subject to insignificant risk of changes in
value.

The reconciliation of cash and cash equivalents on the statement of
cash flows to cash and deposits at banks on the balance sheet is as
follows:
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HAE M HArF-Fv Unit:JPY Millions Unit:US$000s
2013 2012 2013 2013 2012 2013
L 1-(2) Note 1-(2)
W N O 4 ¥10,030 ¥7918 $106,649 Cash and deposits at banks  ¥10,030 ¥7918 | $106,649
EEDRER 2,200 1,500 23,392 Money trusts 2,200 1,500 23,392
AlEERICEIND MMF and Short-term government
MMF ., 453 f& 2,374 1,659 25,242 honds included in securities 2,374 1,659 25,242
TEAMIM A3, Hx (282) - (3,000) Deposits at banks for more (282) - (3,000)
AR DTN 4 than 3 months
BHEROBERSY  ¥14,322 ¥11,077 $152,283 Cash and cash equivalents ~ ¥14,322 ¥11,077 | $152,283
20134E3HI K U201 243 Al o Z 2BV EE R IEE & There were no significant non-cash transactions entered into by the
PHNET ST A Association during the years ended 31 March 2013 and 2012.
. . Cash flows from investing activities include cash flows arising from asset
20134E3HM L U201 243 Al o 22U B W T B GBI X management relating to the insurance business during the years ended
X ryy 27— R F R E RS A LELLF 31 March 2013 and 2012.

Yy a-7u—ZATENET
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3. ZDftDiECEIE 3. Other Notes to Financial Statements Unit:JPY Millions Unit:US$000s
(1) WA RBEF) Calls and premiums written 2013 2012 2013
MR Mutual
AR PR B Mutual premiums ¥14,181 ¥12,411 $150,787
(BB EHOEODRVERZR)
JE AR B Supplementary calls charged 5,183 4,551 55,106
IR REN e s Release calls 380 363 4,045
FD&D#H FD&D 132 124 1,405
JNEF Sub-total 19,876 17,449 211,343
BRIy Fixed premiums
PR Fax Coastal vessels entries 2,430 2,624 25,835
FHARE PR P Charterers' entries 586 524 6,229
K [ e vl <) 18 o o) US oil pollution premiums 2 8 22
ZFDAth Others 113 88 1,202
NG Sub-total 3,131 3,244 33,288
&5t Total ¥23,007 ¥20,693 $244,631
(2) BiREE Reinsurance premiums ceded
T —T ARk Group excess of loss ¥1,927 ¥1,747 $20,491
QYIRERER Others 2,262 2,052 24,054
¥4,189 ¥3,799 $44,545
B FERUEHEINA Interest and dividends
ST 4 Bank deposits ¥24 ¥46 $262
A Al FIE Securities 572 495 6,078
¥596 ¥541 $6,340
(4) &BDETERR Gains on money trusts ¥199 - $2,119
(5) BfiEESF5EHN%E Profit on sales of securities ¥79 - $837
(6) Z DR EUNEE Other ordinary income
HMEUA Miscellaneous income ¥36 ¥35 $381
(7) ZihRrEE Claims paid
P&IPERR 4 P&l ¥15,652 ¥15,131 $166,424
SR Mutual 13,468 12573 143,200
AR R I Coastal vessels entries 1,736 2035 18464
JHE R Charterers' entries 376 453 3995
EOMl Others 72 70 765
o577 — oL —20504 Other Associations' pool claims 3,116 1,800 33,138
FD&DPRRR 4 FD&D 57 82 602
¥18,825 ¥17,013 $200,164
(8) BHiRkEE Reinsurance claims recovered
TNW—T T =W E Group's pooling agreement ¥3,811 ¥2,255 $40,523
J )V — 7 5 8 ZE TR e Group's excess loss reinsurance 34 4 368
o> PR B Other reinsurers 960 1,272 10,206
¥4,805 ¥3,531 $51,097
(9) EE£E Operating expenses
N2 Personnel expenditure ¥1,420 ¥1,396 $15,104
LY R Cost of supplies 526 543 5,588
Ju—Ahl—y Brokerage 280 353 2,977
TR RO Reinsurance commission (157) (142) (1,675)
A 1 202 Depreciation 54 28 580
¥2,123 ¥2,178 $22,574
(10) znftREER Other ordinary expenses
RIS I Provision for reserves ¥550 ¥182 $5,852
Z0h Others 140 47 1,488
¥690 ¥229 $7,340
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Cash and deposits at banks
Cash
Deposits at banks

Money trusts

Securities
Japanese government bonds
Japanese local government bonds
Corporate bonds
Stocks
Foreign securities
Other securities

Property, plant and equipment
Estate on book
Buildings
Lease assets
Equipment and others

Intangible assets
Software
Other intangible assets

Other assets

Premiums receivables

Foreign reinsurance recoveries
Pool recoveries
Recoveries from other reinsurers

Accounts receivable

Accrued revenue

Advance deposits

Suspense payments

Reserve for outstanding claims
Gross reserve for outstanding claims
Members' claims
Other Associations' pool claims
Reinsurers' share
Pool recoveries
Excess loss R/l recoveries
Recoveries from other reinsurers
Net reserve for outstanding claims

IBNR amounts are included in the above figure
IBNR amounts

Unearned premium reserve
Gross unearned premium reserve
Reinsurers' share
Net unearned premium reserve

Other liabilities
Foreign reinsurance payable
Accounts payable
Unpaid tax
Suspense payable
Lease liability

Financial Statements
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Unit:JPY Millions Unit:US$000s

2013 2012 2013

¥3 ¥2 $29

10,027 7,916 106,620

¥10,030 ¥7918 $106,649

¥3,099 ¥1,500 $32,947

¥720 ¥713 $7.658

3,262 3,977 34,683

8,982 8,096 95,510

10 10 106

17,716 15,592 188,365

2,928 1,834 31,130

¥33,618 ¥30,222 $357,452

¥989 ¥989 $10,521

79 85 835

14 12 149

52 11 552

¥1,134 ¥1,097 $12,057

¥171 ¥49 $1,817

4 4 43

¥175 ¥53 $1,860

¥601 ¥846 $6,391

877 1,288 9,324

501 369 5331

376 919 3993

30 31 322

172 147 1,825

92 84 981

131 151 1,393

¥1,903 ¥2,547 $20,236

¥34,603 ¥30,850 $367,927

29,144 26,646 309.878

5,459 4205 58,049

7,863 6,633 83,607

6,491 5304 69.012

0 18 0

1,372 1311 14,595

¥26,740 ¥24,217 $284,320

¥4,694 ¥3,301 $49911

¥8,455 ¥6,473 $89,900

0 0 0

¥8,455 ¥6,473 $89,900

¥843 ¥634 $8,962

194 169 2,061

387 1 4118

539 420 5,731

14 12 149

¥1,977 ¥1,236 $21,021
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Capital contribution fund

This represents the total amount of the capital
contribution fund paid by Members in accordance
with the Articles of the Association.

Retaining earnings

Reserve for offsetting losses

Other retaining earnings
Special reserve
Unappropriated surplus

Net unrealized gains on securities

Unrealized gains on securities is net of deferred
tax caused by the valuation of securities.

Designated reserve

As aresult of the increase in pool retentions in recent
years, all Members of the International Group of P &
| Clubs have entered into arrangements (under an
agreement dated 20 February 1996) whereby each
Club has provided letters of credit in favor of the
Bermuda Trust Company. Such letters of credit can
only be drawn upon in the event that the Association
fails to meet a call upon it in respect of its obligation
under the Pool Agreement. The Association has
lodged US$17 million in relation to its participation in
the arrangement.

Hydra

The International Group established a joint
reinsurance company in Bermuda named
“Hydra Insurance Company Ltd.” (Hydra) which
commenced underwriting from 20 February
2005. Hydra reinsures the Group’s Pool claims of
US$20 million (US$30 million after 20 February
2011) excess of US$30 million and also part of
the layer US$500 million excess of US$50 million
(US$60 million after 20 February 2011®US$70
million after 20 February 2013). All Group Clubs
are Members of Hydra.

Due to the number of substantial claims
sustained by Hydra during the 2006 Policy Year,
its board required Clubs to provide an additional
aggregated payment of US$50 million, to be
apportioned amongst Club’s respective Cells.
(Each Cell represents an individual Club’s interest
in Hydra, and is maintained in a segregated
account). This was necessary to ensure that
Hydra remained adequately capitalized in order to
respond to claims, and, also, to comply with the
Bermudan solvency regulations.

Accordingly, the Association paid US$3.7 million,
which was placed in the Association’s Cell, during
July 2007. As at the end of March 2012 and
2013, the Association has placed US$4.1 million
with Hydra.

Unit:JPY Millions Unit:US$000s
2013 2012 2013
¥138 ¥146 $1,465
¥175 ¥175 $1,864
679 474 7218
470 460 4,997
209 14 2,221
¥854 ¥649 $9,082
¥752 ¥419 $7,998
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- Unit:JPY Millions Unit:US$000s
(e V=7 (6)Reserves o 2012 il
S fe B e A 4 Catastrophe reserve ¥13,073 ¥12,507 $139,001
T AR 4 Reserve for offsetting losses 175 175 1,864
Z DT 524 Other retaining earnings 679 474 7.218
/NEF Sub-total 13,927 13,156 148,083
4 Capital contribution fund 138 146 1,465
RS Rl = A S Net unrealized gains on securities 752 419 7,998
Gt Total ¥14,817 ¥13,721 $157,546
FNFHISRBRAEE ORI R EDORGHHER L T E T, 7HMIE38 The "Sub-total" represents the reserves that have been built up out
T 39— DDA BRAR B BRI s A T IR T S0, of surpluses in open and closed years. Please see the "Policy Year

Statement" described in pages 38 and 39.
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(7) (RBRSFERISIRIREE  (7) Policy Year Statement 2013/14 2012/13
(20134331 HBIAE) as at 31 March 2013 (2013/2/20-2013/3/31) (2012/2/20-2013/2/20)
JPY Millions US$000s JPY Millions US$000s
URARBERL Calls and premiums written
IS AR B DL at LA Prior years ¥ - $ - ¥1,863 $19,811
SRR RERT LA During year 2,193 23313 13,535 143,908
6 PR Bk Supplementary calls - - _ _
2,193 23,313 15,398 163,719
TR BRRE Reinsurance premiums ceded (596) (6,339) (4,017) (42,712)
1,597 16,974 11,381 121,007
ZIMRIES Claims paid
ES R IN Y oy Gross claims paid = - (3,024) (32,151)
TPR B4 Reinsurance claims recovered - - 186 1,975
[ =V R3] [Pool recoveries] [-] [-] [186] [1,973]
(70— 78 8 AE m L 45 ] [Excess loss R/I recoveries] [=] [-1] [=] [-]
[Z DD FF O B m] 55 [Other reinsurance recoveries] [-] [ -] [ -] 1]
TE RS PP B 4 Net claims paid = - (2,838) (30,176)
My 577 —n-2L—A] [Other Associations' pool claims] [-] [-] [300] [3,187]
BEERINGE Investment income 238 2,535 723 7,683
HEE Operating expenses (169) (1,801) (2,024) (21,522)
Z Dt Others (498) (5,292) 652 6,929
Balance available for estimated
ZiMER T TRERRE outstanding claims ¥1,168 $12416 ¥7,894 $83.921
XihEE Estimated outstanding claims
eI i 4 Gross estimated outstanding claims ¥(1,366) $(14,526) ¥(13906)  $(147,860)
TR A5 Reinsurers' share = - 3479 36,988
[T =V 53] [Pool recoveries] [-] [-] [3.479] [36,988]
(7 —7 8 8 A R 4] [Excess loss R/l recoveries] [-] [-] [-1] [-1]
[ D> PPN 5] [Other reinsurance recoveries] [-] [-] [ -] [ -]
IEBR P 4 Net estimated outstanding claims (1,366) (14,526) (10,427) (110,872)
577 —n-7L—24] [Other Associations' pool claims] [111] [1,179] [2,025] [21,526]
REE/(FBHE) Surplus/(deficit) (¥198) ($2,110) ¥(2,533) $(26,951)
Estimated product of 10%
ENNRERRLT 0% Y 5 supplementary calls = - 1,433 15,236

N

SV BEFS AR R (IBNR) SCIMB @3 & I C0Es
N PRIOEL STAA PR B 4 T OF S & 13 2 N2 A 3 A IRBEAE BEICIRD 0T ToE s

Z DA FEE PR A S B AR SO W BN B O IE 2 T S XD S AR BRARE BEL IR 0 g

B~ w

N —

. The estimated outstanding claims includes provision for incurred but not reported claims (IBNR's).
. Calls and premiums written, claims paid and estimated outstanding claims are allocated to the Policy Years to which they relate.

All other amounts, such as "Investment income" and "Operating expenses" are allocated to Policy Years in a systematic and reasonable manner.
3. For the 2013/14 Policy Year which is covered the period from 20 February 2013 to 31 March 2013, calls and premiums are stated on an earned basis to 31 March 2013.
4. The translation rate in this Policy Year Statement is ¥94.05 = US$1, the middle rate prevailing on the Tokyo foreign exchange market as of 31 March 2013.
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2011/12 2010/11 Closed
(2011/2/20-2012/2/20) (2010/2/20-2011/2/20) years Total
JPY Millions ~ US$000s JPY Millions ~ US$000s JPY Millions ~ US$000s JPY Millions ~ US$000s
¥16,890 $179,581 ¥17,697 $188,161
138 1,466 35 367
5,183 55,106 5,763 61,273
22211 236,153 23,495 249,301
(4,052) (43,082) (4,109) (43,689)
18,159 193,071 19,386 206,112
(12,511) (133,025) (17,331) (184,273)
1,878 19,970 4,713 50,114
[1,693] [17,998] [3,177] [33,778]
[-] [-] [-] [-]
[185] [1,972] [1,536] [16,337]
(10,633) (113,055) (12,618) (134,159)
[765] [8,139] [621] [6,598]
545 5,790 453 4,818
(2,185) (23,230) (2,162) (22,983)
(240) (2,552) (494) (5,257)
¥5,646 $60,024 ¥4,565 $48 531 ¥21,394 $227512 ¥40,667 $432,404
¥(7,798) $(82,914) ¥ (4,238) $(45,056) ¥(7,296) $(77,571) ¥(34,604)  $(367.927)
1,558 16,568 1,167 12,405 1,660 17,645 7,864 83,606
[810] [8,615] [559] (5,946] [1,642] [17.462] [6,490] [69,011]
[-] [-] [-] [-] (0] (1] (0] [1]
[748] [7,954] [607] [6,459] [17] [182] [1,372] [14,595]
(6,240) (66,346) (3,071) (32,651) (5,636) (59,926) (26,740) 284,320
[615] [6,544] [889] [9,454] [1,819] [19,345] [5,459] [58,048]
¥ (594) $(6,322) ¥1,494 $15,880 ¥15,758 $167,586 ¥13,927 $148,083
1,424 15,138 1,294 13,756
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(8)Auditors' Report

We as the auditors of the Association have examined the accompanying
financial documents and the related supplementary schedule as of
March 31, 2013. The method and the result are described below.

In accordance with the Article 22 of the Association, the range of our
audit is limited and we do not have the right to audit the business report.

1. The method and the contents of our audit

We conducted our audits hearing from the directors about the state of
conditions regarding the execution of their duty in respect of account
and required their explanation concerning material approval documents,
financial documents and the related supplementary schedule. An audit
included examining the financial statements (balance sheet, inventory,
income & expenditure account and proposal for appropriations of surplus)
and the related supplementary schedule regarding the said financial year.

2. The result of our audit

In our opinion, the financial statements and the related supplementary
schedule referred to above present fairly, in all material respects of The
Japan Ship Owners’ Mutual Protection & Indemnity Association.

Auditors of the Association
Shigenori Ishii
Hiroki Kasai

Shunsuke Tsurumaru

12 June 2013
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DIRECTORS
Chairman, Representing Director:
Jiro Asakura President
Deputy Chairman, Representing Director:
Yasumi Kudo President
Deputy Chairman, Representing Director:
Koichi Muto President
Directors:
Masakazu Yakushiji  President
Akihito Okimura President
Takeshi Matsunaga President
Shuhei Ohshima President
Tomoyuki Sekine President
Shingo Inui President
Masao Miyakawa President
Kazuo Hayashida President
Takao Ito President
Toru Obata President
Yoichiro Seno President
Yukito Higaki President
Nobuo Nishijima President
Norio Tabuchi President
Hisashi Yasui President
Nobuo Sano President
Yoichi Aoki

Takashi Uyeno

Managing Director
President & CEO

Kawasaki Kisen Kaisha, Ltd.

Nippon Yusen Kabushiki Kaisha

Mitsui O.S.K. Lines, Ltd.

Daiichi Chuo Kisen Kaisha
Ferry Sunflower Limited
Hachiuma Steamship Co., Ltd.
Idemitsu Tanker Co., Ltd.

lino Kaiun Kaisha, Ltd.

Inui Steamship Co., Ltd.

JX Shipping Co., Ltd.

Kyoei Tanker Co., Ltd.
Mitsubishi Ore Transport Co., Ltd.
NS United Kaiun Kaisha, Ltd.
Seno Kisen Co., Ltd.

Shoei Kisen Kaisha, Ltd.
Mitsui O.S.K. Kinkai, Ltd.
Tabuchi Kaiun Co., Ltd.

Taiyo Nippon Kisen Co., Ltd.
Tamai Steamship Co., Ltd.
Tokyo Marine Asia Pte Ltd
Uyeno Transtech Ltd.

IN-HOUSE DIRECTORS

Director General, Representing Director:
Kenichi Yonetani

Executive Directors, Representing Directors:
Masayoshi Shida
Akihisa Kobayashi
Yoshihide Tanaka
Nakaji Ohsumi

Directors:
Masaru Ogawa
Tsutomu Kawakami
AUDITORS
Shigenori Ishii President Kawasaki Kinkai Kisen Kaisha, Ltd.
Hiroki Kasai President MOL Ocean Expert Co., Ltd.

Shunsuke Tsurumaru President

Tsurumaru Shipping Co., Ltd.

(Note: Names listed above are as at 22 July, 2013)
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General Managers Since 1950

7B PRINCIPAL OFFICE
A ] 5 = Planning Department
n kt s Tsutomu Kawakami, General Manager
NFR B E Human Resources and General Affairs Department
H $f B & Yoshihide Tanaka, General Manager
W BE IR Investment Management and Accounting Department
w IR @B = Hiroaki Akasaka, General Manager
R RIEE & Underwriting Administration Department
I = Masaru Ogawa, General Manager
R E Tokyo Underwriting Department
ST B B OE Naoyuki Moriya, General Manager
HERET R Claims Department
R 3 & B Hiroaki Sawabe, General Manager
TATYRy T ariEEif & Loss Prevention and Ship Inspection Department
M B = = Takuzo Okada, General Manager
BT AT L5 Information Systems Department
a # & B Tetsuo Ishii, General Manager
Wb A= & Internal Audit Division
T+ & F & Toshiya Habu, Chief of Division

Executive Directors and General Managers of Principal Office

BINEDS R VSRR IR & TR BE. | fei7. VI B L f AR Bk 0 B L4 Fi
Standing left to right : H. Sawabe, H. Akasaka, N. Moriya, N. Take, M. Ogawa, T. Kawakami, N.Sato, T.Ishii, T. Habu

FIANANS B B, EH R, /)W AR KE E
Seated left to right : Y. Tanaka, M. Shida, A. Kobayashi, N. Ohsumi

@
i R
T. Okada Y. Nakamura

Annual Report 2013 45



6 &&B =4-FR HEE
e ——

Assistant General Managers and Managers of Principal Office

NN
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BIENS :

BO R (BRY AT LBA V7 SEBEERG) R 2 (MFFRIEERREG) (7 A sl (NBHEFEEL) |
211 BE (NSBHEF5ER) 8IS IER (BEHAEEH16) . Sl —=F (BEHEKF4G).

LU % GEHRRIEERIATIEG) . B M— (ORXRPUNRY I VHBES) B i — EZHRRTIEERIEG) |

£5%7 E015 (ESZHALE20) . Pidl B (BSHEHE2G). N B2 CREREEG). .
g E—ES(EEIEEG). Bl 55 (IBHRY AT LAY AT LAFFERSTG) b B3k (B ERIBEEFG) (1BEAEILH3G)
S. Sawamura

Standing left to right: K. Hamaguchi (Information Systems Dpt., Infrastructure Planning Operation G.), (Claims Dpt., Group )

M. Hagihara (Investment Management and Accounting Dpt., Accounting G.),

H. Tsukamoto (Human Resources & General Affairs Dpt.), S. Tsugawa (Human Resources & General Affairs Dpt.),

M. Fukushima (Claims Dpt., Group Il), K. Shida (Claims Dpt., Group IV),

S. Yamada (Underwriting Administration Dpt., Underwriting G.),

Y. Tanaka (Loss Prevention and Ship Inspection Dpt), K. Miyahiro (Underwriting Admnistration Dpt, Underwriting G),

T. Tsukuno (Claims Dpt., Group I}, K. ljichi (Claims Dpt., Group Il), Y. Kato (Underwriting Administration Dpt., Reinsurance G.),
K. Nakajima (Planning Dpt, Planning G), K. Noda (Information Systems Dpt., System Development Maintenance G.),

H. lkeda (Investment Management and Accounting Dpt., Investment Management G)

BIOENS -

BH ¥ GRIFSIEBREIEG) . R 7 (EEHBEEG). LA BR (BSHEMEH3G).
ik EHUESHES1G) . FREM (EZERSE2G) B FX EHIEE16).

I BT (BEFELSH3G) . ioH REF (EEFEMFR2G)

Seated left to right: M. Sakai (Underwriting Administration Dpt., Underwriting G), Y. Nakahama (Planning Dpt., Planning G.),

R. Yamamoto (Claims Dpt., Group Il), K. Saito (Claims Dpt, Group I), J. Son (Tokyo Underwriting Dpt, Group i),
Y. Tanaka (Tokyo Underwriting Dpt., Group I), H. Sugiyama (Claims Dpt., Group [ll), M. Kii (Claims Dpt., Group Il)
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HAXZE KOBE BRANCH

XER IvF e
Keisuke Kobayashi, General Manager

BIAENS i EE J0EE B AW &5 E BAE.
LT B, A [EZER
Left to right back row : R. lkeda, T. Kato, S. Uchiyama, T. Ban, E. Yamashita, S. Okabayashi

BIANAEDS | FBA BECHE M. FZE ZEF. /)R SR,
Nt N N
Left to right front row : E. Kishimoto, T. Abutani, T. Abe, K. Kobayashi, A. Sakai, M. Suzuki

ERXZE FUKUOKA BRANCH

ZER WH EF
Norihiro Matsui, General Manager

BIENS SR RAE. S TER\& HF
Standing left to right : M. Shibahara, C. Imase, K. Hachiya

FIAANS @ FORE BEF. M 8. fRE BE
Seated left to right : S. Nishino, N. Matsui, T. Morita

SEXER IMABARI BRANCH

MR BRI &
Hiroshi Kikegawa, General Manager

BINENS : KR Eab. A TR BA Bf. S F18. koo L.
B Fid S R

Standing left to right : M. Qotsuki, C. Matsumoto, N. Hashimoto, K. Aoyama,
N. Sakamoto, A. Watabe, T. Kijima

BISVENS N\ sMZ 8FI| B 2Rk BALLAK M2
Seated left to right : H. Koyama, H. Kikegawa, S. Dosaka, M. Yamamoto

O FBREREHMR LONDON LIAISON OFFICE

R & NI 2
Masaru Ogawa, General Manager (Stationed in Tokyo)

BiffR #E &
Tetsu Morita, Deputy General Manager

AN : FREE. lain Lindsay. Royston Deitch. RAHEZ
Standing left to right : T. Morita, I. Lindsay, R. Deitch, S. Kimura
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The Association provides useful information to the Club's

members, correspondents and others by the circulars, the
newsletter, and its website.
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Correspondents throughout the World

EUROPE
129 ports in 31 countries

I—0OviN
315E129%

MIDDLE EAST
40 ports in 16 countries

h =R

165E40%E
ASIA
54 ports in 17 countries
7I7

175E547%E

Since 1950

NORTH AMERICA
56 ports in 3 countries

it XK
3rE567E

CENTRAL AMERICA
31 ports in 18 countries
OCEANIA
o 47 ports in 13 countries B X

FEF =7 185E3178

137EH477%8
AFRICA SOUTH AMERICA
71 ports in 39 countries c40 ports in 7 countries
7IYh m X
395E718 75 E407%
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Offices of the Association

Office

maza e- ‘o ocho !I

Shin-Ohasi-dori St.

Kiyosubashi-dori St.

i
b I o
(o} ir
Facsimile

Principal Office
2-15-14, Nihonbashi-Ningyocho,Chuoh-ku, Tokyo
103-0013,Japan

Kobe Branch

N

!

ﬂa
Crossmﬁ :

Kyomachi Suji

=

O Meriken Road

o.
®
o
3
]

.
o
i

g
Aﬁhmaom SUJ

Route 2

6th Floor Shosen-Mitsui Building

5, Kaigandori Chuoh-ku, Kobe, Hyogo 650-0024, Japan
Telephone : +81-78-321-6886

Facsimile : +81-78-332-6519

E-mail : kobe@piclub.or.jp

P T650-0024
SRR R ERES it (=)L 6kE)

&E5E 1 (078)321-6886(fX) T7TY=U :(078)332-6519
EX—JL : kobe@piclub.or.jp

Japan P&l Club

Hanshin Expressway

Telephone : Underwriting Administration Dept.

Underwriting Group

Reinsurance Group
Tokyo Underwriting Dept.

Group |

Group Il

Naiko Group
Claims Dept.

Group |

Group Il

Group Il

Group IV

Loss Prevention and Ship Inspection Dept.

: Underwriting Administration Dept.
Tokyo Underwriting Dept.
Claims Dept.
Group |
Group II, 11, IV

Loss Prevention and Ship Inspection Dept.

: Underwriting Administration Dept.
Underwriting Group
Reinsurance Group

Tokyo Underwriting Dept.
Group |
Group Il
Naiko Group

Claims Dept.

+81-3-3662-7213
+81-3-3662-7214

+81-3-3662-7211
+81-3-3662-7211
+81-3-3662-7212

+81-3-3662-7219
+81-3-3662-7221
+81-3-3662-7222
+81-3-3662-7226
+81-3-3662-7229

+81-3-3662-7225
+81-3-3662-7225

+81-3-3662-7107
+81-3-3662-7400
+81-3-3662-7107

underwrite-dpt@piclub.or.jp

ri-dpt@piclub.or.jp

ocean-sect@piclub.or.jp
ocean-sect@piclub.or.jp
coastal-sect@piclub.or.jp
claims-dpt@piclub.or.jp

Loss Prevention and Ship Inspection Dept. lossprevention-dpt@piclub.or.jp

Fukuoka Branch

6th Floor Meiji-Dori Business Center
1-1, Shimokawabata-machi,
Hakata-ku, Fukuoka 812-0027,Japan
Telephone : +81-92-272-1215
Facsimile : +81-92-281-3317
E-mail : fukuoka@piclub.or.jp

B8 T812-0027

EREEmMESX T IR 181S a8 EYRA Y9 —65E)
&5 : (092)272-1215(K) T70Y=U:(092)281-3317

EX—JL : fukuoka@piclub.or.jp
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Offices of the Association Since 1950

Website / i—AL~X—2)  https://www.piclub.or.jp

A B T103-0013
RREPREAABARII2TB158145

TEL LHHRIEED T7PIYSY ZHENEER - Z2HIBE (03)3662-7225
BRI (03)3662-7213 BEREL
E=BHIIN—T (03)3662-7214 17— (03)3662-7107
ZHIER 2. E3. F4TI—T (03)3662-7400
ENTIW—T (03)3662-7211 ORTUNR D3 HEESR (03)3662-7107
27— (03)3662-7211
W IL—7 (03)3662-7212 EX — U ZZHIFIEES
BEAALL BT IL—T underwrite-dpt@piclub.or.jp
A (03)3662-7219 i)~ ri-dpt@piclub.or.jp
E20)0—7 (03)3662-7221 ZDHIER
E3IT)W—F (03)3662-7222 ENTIW—F ocean-sect@piclub.or.jp
FEAT)W—T (03)3662-7226 E27 - ocean-sect@piclub.or.jp
OXFURYZaVHEER  (03)3662-7229 A IL—= coastal-sect@piclub.or.jp
BERED claims-dpt@piclub.or.jp

ORFURTTaHEEES  lossprevention-dpt@piclub.or.jp

Imabari Branch London Liaison Office / JPI(UK)

. I'-

e-

mabari Station Hote
Tower of
[Melglelely]
abari

London lfridge Sta. River Thames Tower Bridge
I =6 I

2-2-1, Kitahorai-cho, 38 Lombard Street, London 38 Lombard Street, London
Imabari, Ehime 794-0028, Japan EC3V 9BS U. K. EC3V9BS U.K.
Telephone : +81-898-33-1117 Telephone : +44-20-7929-4844 Telephone : +44-20-7929-3633
Facsimile :+81-898-33-1251 Facsimile : +44-20-7929-7557 Facsimile : +44-20-7929-7557
E-mail : imabari@piclub.or.jp E-malil : llo@japia.co.uk E-mail :ukservices@jpiclub.com
SBXE T794-0028 OVRVBRESEFE JPIREY—E %At
BRESAMILEREI2T B28H1 London Liaison Office/JPI(UK)  Japan P&l Club (UK) Services Ltd

E5E © (0898)33-1117(fX) T7TY=U: (0898)33-1251 (Claim contact point in UK)

EX—)L : imabari@piclub.or.jp
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