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Greetings from the Chairman of the Association
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Kenichi Kuroya, Chairman
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For many years, the shipping industry enjoyed
buoyant growth. However, global business
conditions suddenly deteriorated following the
aftermath of the collapse of Lehman Brothers
Bank in 2008. This caused a sharp drop of cargo
movements worldwide and led to a decline in
general trade and the shipping market. This
resulted in many countries entering a period of
economic recession.

Recently, the world economy has been steadily
recovering driven by the growth in trade with
many developing countries, and from the effects
which resulted from the implementation of the
emergency economic plans which were
introduced in many developed countries. However
due to the recent financial deterioration of several
major economies and the resulting fluctuations of
both exchange and interest rates, we are less
optimistic for the future of the world economy.
Unfortunately, this uncertainty has been
reinforced by the fact that the volume of cargo
movements has not returned to the same level as
before the collapse of Lehman Brothers Bank.

The effect on the insurance industry, in Europe
and the United States of America has resulted in
several companies, such as AIG having to be
injected with large sums of public money and
massive restructuring in order to prevent a deeper
financial crisis. In Japan, there has been a
significant restructuring and consolidation of both
property and casualty insurance companies. This
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has resulted in their recapitalization as a
countermeasure to the increased level of risks. In
addition, there has also been intense-competition
within the P&I insurance sector.

However, even under these very difficult trading
conditions, on 31 March, 2010, the overall
volume of tonnage entered with our Association
increased to more than 92 million tons. This
increase reflects a continuing increase in the
number of new building ocean-going vessel
entries and which enabled us to improve on the
previous year's record figure.

| further appreciate that Members have a high
level of expectations in respect of the provision of
our services and would like to express my sincere
gratitude to our Members for their continued
support.

Since 2004, the significant increase in the volume
of maritime trade has also been mirrored by the
number of worldwide maritime accidents of both
a diverse and expensive nature.

This has led to an increase in the level of claims
payments which has affected the level of
insurance performance of the Association. Our
experience has been similar to the situations faced
by other members of the International Group of
P&I Clubs (the "IG"),

Unfortunately, despite the decrease in world trade
and shipping movements since the collapse of
Lehman Brothers Bank, the size and frequency of
claims has shown no sign of improvement.

It is therefore most important for both our
Members and the Association that we continue to
improve our insurance performance through the
use of Loss Prevention activities. In this respect,
we have concentrated much more on Loss
Prevention issues in order to cooperate with our
Members so as to ensure the safe navigation of
their vessels.

Further, as the rules and policies which affect the
pollution of the environment have become more
complicated in almost every country, the roles and
responsibilities of P&l insurance and the
Association, have become increasingly important.
As one of the13 members of the IG it has proved
to be a very useful source of information and

Japan P&l Newsletter August 2010 —Issue 29—



suggestions, which we have been able to assist
our Members in their Loss Prevention measures.

2 October, 2010, will be an auspicious date as it
will be 60 years since the foundation of the
Association.

In an increasingly adverse and complex world, all
the staff of the Association will continue to ensure
their best efforts to improve and accomplish the
business performance of the Association to the
satisfaction of our Members.

I would therefore sincerely ask all of our Members
for their continued understanding, support and
cooperation.

Many thanks again to all our Members.

21 July, 2010
Kenichi Kuroya, Chairman
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Greetings from the Director General
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Kenichi Yonetani, Director General
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| was elected as Director-General at the General
Meeting of Members and the Board of Directors
convened on 21 July, 2010. It has been just 60
years since the founding of the Association. A
sexagenarian birthday is traditionally a significant
event, celebrated in Japan as a "Kanreki”
anniversary. However, given that some of our
members were established over 120 years ago,
the Association can be regarded as being a
member of a “younger generation”.

It is due to the support and co-operation of our
Members that the Association has grown to
become one of the major international P&l Clubs.
| would like to take this opportunity personally to
extend my appreciation to all those who
contributed to this growth.

There was a substantial increase in the world’s
fleet tonnage since the end of War with a
significant rise in cargo carried by ocean-going
vessels. The world economy overcame two oil
shocks in the 1970s, and more recently, the
perceived unprecedented economic crisis known
as the "Lehman shock". Although the world



Japan P&I Newsletter

Wk M A O LTt R O W E i E) &
ORIz ES 20 AR RIS INL Tl Ed,
ZOM197T0ERD2E DI AN Y 392 EFEIRL %
DY) =Ygy NI KEH DR FfEHERDBA
FIEL TV A I RFRFIL, HOREEIZRY D
DHVET LAL AU AZLIE, TRXTOBIMEN
SFEFIZEI LB RO B EAREIZZ 5D
FTEHDEE A ZOEKTIE. 2009 4F- B 12441
A DOFFIN B A9,206 Ji Kb &0 ad kA T
FL=Z&id, YA DMk 2 Dt ss 1 D
Y bt SR 3

AL G I R 2R B O PE KIS THl &
i KIROB I =L ET & tud TR [
VAN KELELL T CEE3DOHBE. T4
B [EHSNIMA ] [HE2LMA ] TEERMECE
ik B BMA | OERIZIE REFEILRIZES 27
=LAy M R I KO S FL A 0D 22 58 3 b BRI
RCHBEZEADZNLTT  MAEBOEKIZIZIINE
TRIBAE KR 5 2388 Z i & B EFEd .

BERZRHMD L) =392 DI RROK B
DRI ES & O 7= SB35 2L 27 X
D 5RAY 137 O B FL M O PR S BEGE Tl A< Bl
BODOOBNET, IHL N EZTAAEZD -
HEDORREE YRENDOIINRY Y ==
YEROFIE LT ERET TSI eDE T,

— S CERBIMEN @k R %
ERICK) M ECHRSINSZEE WA MEINDS
fHIECH D Z IR A SRR EH L L TR
ZELEH AL THBDET,

LRI AERDELIHIL M LW IE BRI 53R B 4
BEdd MAEBOERO I J1idde kD M
BT TUEE MO AL T BRI 3 S HGH 23R
AR T, 2L BRI TR S 4R 8 O 533 i
THTFELA22EM O 2O HEED 2B IZE
B2 A W FEAR O AL O 728 12 Mk A 22 3 X B
4

economy appears to be returning to a
development track, it is not easy for everyone to
equally to participate in this recovery. In the
circumstances, it is fair to say that it was a result
of the continuing efforts by the Association to
achieve a record high of entered tonnage of
92.06 million tons in the 2009 financial year.

We will use our best efforts to increase the
amount of high-quality tonnage entered with the
Association because | believe that the Association
must take advantage of the scale of growth and a
solid financial foundation in order to achieve the
three management targets of ‘“reliability",
"soundness” and "competitiveness". | respectfully
request Members to continue to provide us with
their support and co-operation so that we might
attain these targets.

After the Lehman shock, financial "stress-tests"
have been imposed by US and EU governments
on the financial and insurance industries to ensure
that participants are sufficiently capitalised.
Consistent with this approach, regulators in many
countries, including Japan, are seriously
considering increasing the solvency margins for

insurance entities.

Growing public concern about the protection of
the environment has increased the responsibilities
of owners as a result of International conventions
and national legislation. This has resulted in a
similar increase in liabilities and exposure of the
Association.

The Association cannot meet these very difficult
worldwide developments without the co-
operation of Members and without our own
efforts to increase earnings and profitability. We
must achieve a cost savings plan of JPY2,200
million in this year's business plan. This will
require, furthermore, the consistent and continuous
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application of the Cost Savings Plan - which |
undertake to use my best efforts to implement.

Last year (2009) we established a subsidiary in
London, the realisation of one of our long-held
objectives. This permits us to expand and reinforce
our global activities whilst allowing us to respond
to our Member's global needs. This is but a small
first step, when compared to Members’ existing
worldwide network. We are, however, considering
the establishment of another base in Asia, in
order to promote the internationalisation of the
Association, and of our international perspective.

Finally, as an insurance Association that provides
mutual assistance to Japanese coastal and
international vessels, our first priority is to provide
services to our Members. Such support can
strengthen the management and financial base of
our Members, through risk management and the
provision of competitive insurance services.
Bearing this primary priority in mind, we must all,
without fail, make the best efforts to understand -
and meet - our Members' requirements.

Thank you all for your continuous support and
cooperation with the Association.

21 July, 2010
Kenichi Yonetani, Director General
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Business Review for the 2009 Financial Year
—For the Period From 1 April 2009 to 31 March 2010—
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Financial Year (“the Term”
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+ Underwriting Business ( number of Members;

number of ships; and volume of tonnage
entered with the Association)
During the Term, the total number of Members
of the Association decreased by 100 to 4,040,
from the previous Term. In addition, the number
of ships entered with the Association fell by 258
to 5,928 ships, when compared with the
previous Term. However, the total volume of
tonnage entered with the Association increased
by 1.75 million tons to a total of 92.06 million
tons. Whilst this amount is greater than that for
the previous Term and represents an
improvement on the highest record last year,
this increase represented the lowest such level
of increase for the last five years.

* Profit / Loss

The “Ordinary Income” increased by JPY580
million up to JPY18,080 million, when
compared with the previous Term.

The “Ordinary Expenditure” increased by
JPY 1,370 million up to JPY 18,680 million, when
compared with the previous Term. However, in
spite of the appreciation of the Yen, the level of
claims-related costs, such as the amount of net
claims paid and provisions made for outstanding
claims has remained higher than for the
previous Term. As a result, the Association
incurred a “Net loss after taxes” in the sum of
JPY430 million.
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- Strategy to Further Improve the

Association’s Financial Strength

In order to maintain and reinforce our
international credibility as an insurer, during
2008, the Association commenced the “Second
Five Year Term Strategy to Improve the
Association’s Financial Strength”. The current
Term coincided with the second year of the
Strategy, during which the accumulated free
reserves increased by JPY100 million over the
previous Term. This was to the result of a
balance caused by the differences between the
increase of the catastrophe reserves of JPY530
million and the decrease of the Special Reserve
for the disposition of the unappropriated deficit
in the sum of JPY430 million.

+ Other Information

Our new subsidiary company based in London,
Japan P&I Club (UK) Services Ltd. received the
necessary approvals from the respective
regulatory authorities of both Japan and the
U.K., to enable it to be launched on 29 June
20009. It provides a claims-handling service from
London without being impeded by any time-
zone differences between Asia and Europe.

2) 2010 Financial Year Outline

At the beginning of 2010 Financial Year, there
were several unexpected large sized incidents.
Unfortunately, neither the number of incidents
nor the amounts of claim payments have
decreased. As a result, all of our staff will continue
to make every effort to strengthen the financial
status of the Association and to explore
appropriate levels of premium during the current
challenging conditions.

In order to improve the insurance business
balance sheet, the Association has managed to
institute several cost saving programs to further
assist the effects of our loss prevention activities
such as our Visiting Ships Campaign which
involves visits to Members' ships by our staff in
order to alert our Members to the prevention of
future losses. In addition, there will also be an
increase in the number of condition surveys to be
undertaken.

| would therefore sincerely ask for the continued
support of every Member of the Association.
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Visiting Ships Campaign

1.1FUIC

20104F2 H9H A P&IFE A ol [ 2441 & Bh AR v
ANDOZH IO BN | TTENHL EIFEL 25
GBI A AH29H X0 L EL, $92, A
T . BEL30EDOMABDEDOAMAG S
TIHEFL 72,

W AIE L 20084E B ICT 2T Y N UL g IR A
FzICRIRR L PG Ib xR A5 b 352 &12kD .
LA B OB RO U KR FE N IEA KOG
22 DARIK D —Bh L5 2 XL BHTHEDEL, &
SISV GEENBIT MAMOIY T4y 3/ —~~4
Fha kARl a2 7RV gV IZB T B
REEOmALERITLTHDE T, ThoDMHENI
AMEOMESTORTICHADE YA FHH
ARy T NEFRHE BOERO ARG & T
THE | LR B O ERICFRPLIEEIF 0252
LENKEECHEEL,

2. EBHELEZEFUNFEIRASY—

FULAING SRVASINE: 3 V=24 ¥ = I N4 Vil | = P
R2AZ—%ERLEL 72, HIRDROAY 737D N
RAL—FAED T2 AELEL /R S A2 H
AEAPLT 27T THNET L FITHRITHE
LCRRABIMAEENM SN T IMARDERDZ
LEE L RN OEEILE Ot ieE R L L
720 F¥vF 7L —X D Know Safety No Pain, No
Safety Know Pain (3. & B25D AFEIZKDEVE
L7z,

1. Introduction

In accordance with our Club Special Circular
which was issued on 9 February, 2010 “A request
for your support and cooperation of the
Association’s Visiting Ships Campaign”, we duly
commenced our first such Campaign from 29
April, 2010. Over a period of two months, we
visited around thirty (30) of our Members ships.
Following the establishment of the Loss
Prevention and Ship Inspection Department in
2008, we have promoted an enhanced Loss
Prevention Service to help and support Members
in their efforts to avoid unnecessary exposure to
those situations which may involve economic loss
and damage to their reputation as a result of
claims. From this policy year (2010), we
considered further plans, such as an increase in
the number of condition surveys, together with
the promotion of further strengthening Members
awareness about loss prevention through the
delivery of appropriate information. In addition to
these plans, it was suggested at a recent board
meting, that we plan our Visiting Ships Campaign.
This involves visits to Members’ ships by our staff
during which they alert our Members’ ships to the
prevention of future loss.

2. Our Poster

Before visiting our Members’ ships, we produced
a poster for this Campaign, which we thought
should have a strong impact. After due
consideration, we decided to illustrate the poster
using the famous painting “Ukiyoe” by the
Japanese artist, Hokusai‘'s . We believe this to be
appropriate because our Association is situated in
Japan and this painting shows that the ships are
being sailed safely despite the high waves and
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Poster for Campaign
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rough sea, just like our Members’ ships. The
catch-phrase of “Know Safety No Pain, No Safety
Know Pain” was adopted from one of many
suggestions which were provided by our staff.

3. On board the ships

During the visits, two or more members of staff
from our Association, , visited various Members'’
ships which were due to call at the ports of Kanto
area (Tokyo, Chiba, Ibaraki, Kanagawa etc).
Normally a senior staff member, such as Group
Leader or above was accompanied by a junior
member of staff. During these visits to our
Members ships, after we had explained the
purpose of our Visiting Ships Campaign, we
discussed and exchanged views in respect of the
prevention of accidents. We also delivered the
above posters to the ship. Immediately following
receipt, each captain placed a copy on the walls
of the bridge together with another copy in a
suitable place such as a dining room where they
will be seen by the crew members as often as
possible. Further, in accordance with the
requirement of the Visiting Ships Campaign, we
provided each ship with past issues of our P&l
Loss Prevention Bulletins together with a copy of
the booklet named “Master’s Handbook”.
Reassuringly, the crews on board Members’ ships
already appeared to have been familiar with this
useful material. Indeed, one captain even advised
that he regularly reads sections of the Master's
Handbook every night in order to learn the basic
points for the prevention of accidents and
resulting losses.

RIS R AP A T (e RERT B S R E B R 249 7)
With Captain at Cabin(Mr. Sato (Former DG) and JPI Staffs)
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4. Future plan

We believe that Members have fully understood
the purpose of the Visiting Ship Campaign and
have provided us with their utmost cooperation.
The captains and other crew members welcomed
us on board and kindly showed us around their
ships even though they were busy dealing with
the day to day running of the ship such as cargo
operations whilst in port. We would therefore like
to express our sincere appreciation and thank our
Members and their crews for their support and
cooperation. Whilst we understand that the crew
members always bear in mind the safety of their
ships, we believe that our recent visits have
provided them with additional encouragement for
the continued safe operation of Members ships.
We are currently reviewing the data from our first
Visiting Ship Campaign and plan to incorporate
this information into our second Campaign which
is planned for the autumn of this year.

T IIdMmES T ELZ,
Many Thanks for Your Cooperation.

10
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Organisational Change
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As of 21st July 2010, the Association instituted an organisational change and established a
"Information Systems Department" in place of System Group of Accounting Department.

ANFEOLHILE
Staff News

ONFREHE) (201047 H21HAF)) Promotions and changes: On 21 July 2010:

Mg EERE .
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Masayoshi Shida, Director, has been appointed General Manager of
Planning Department.

THM 2T L E &
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Tetsuo Ishii has been appointed General Manager of Information Systems
Department.

BRI R 2N —T ) — & —
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Keisuke Kobayashi has been promoted to General Manager of Tokyo
Underwriting Department. He has also been appointed Assistant General
Manger of Group Il of the Department.

FRBERIR IR L — T — 5 —FR T 0 — T — 50—
Motoi Hagihara has been appointed Assistant General Manager of both
Accounting Group and Financial Group of Accounting Department.
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Minoru Naito has been appointed Assistant General Manager of Planning
Department.
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A

Katsuhiro Hamaguchi has been appointed Assistant General Manager of
Information Systems Department.
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Kenji Noda has been appointed Manager of Information Systems Group of
Information Systems Department.
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