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Greetings for the New Year
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Kenichi Yonetani, Director General

It is my pleasure to extend on behalf of the
Association our best wishes to all our Members,
with the hope that New Year 2012 is healthy and
pleasantly memorable. Also, | would like to
express my thanks for every Member’s warm
support and loyal patronage of the Association
last year.

Looking back on the world economy last year, it is
recalled that the European debt crisis spread
outside the region to the U.S. economy, and
further to the financial markets of developing
countries. Thus, it started having an impact on the
real economy of each country. On the other hand,
the Japanese economy was bombarded by
unprecedented disasters such as the Great East
Japan Earthquake and Tsunami of March 2011,
and the nuclear accident which occurred in the
aftermath of the earthquake. Furthermore, the
historic high value of the yen caused heavy damage
to corporate performance generally. | would like
to take this opportunity to wish sincerely a
prosperous new year and speedy recovery to all
those affected by these events.

In such an unstable economic situation, the
shipping market has flagged and business
conditions faced by Members have been more
severe due to the unexpected appreciating yen
and rising fuel prices. Having duly considered
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these business conditions, the Board of Directors
of November 2011 decided to limit the rate of the
2012 policy year's General Increase to 3% for
ocean going vessels, primarily for the purpose of
balancing the insurance income and expenditure.
Furthermore, there will be no general increase in
premiums for coastal vessels (Naiko Class, fixed
premium entries), Charterers’ entry and FD&D
Cover. (Please see the next article "Calls for the
2012 Policy Year” for more details.)

Meanwhile, as advised in our circulars and Annual
Report, the Association has been promoting its
"second five-year-term strategy to improve the
Association’s financial strength”. The strategy calls
for a voluntary increase in free reserves up to
JPY20 billion by 2015, and is based on decisions
taken by the Board of Directors over the past
several years in response to changes in the exterior
environment relating to the credit rating of an
insurer’s financial soundness. The intention behind
the strategy is twofold. First, to ensure the
Association’s more stable operations by
accumulating the funds to spare for an emergency
in addition to claims paid to Members in the
normal course of events (including estimated
outstanding claims). Secondly, to satisfy the
membership criteria of the International Group of
P&I Clubs, which state that from 2013 Clubs must
receive a certain level of rating from a credit rating
agency such as Standard & Poor’s Corporation.

Reviewing the present situation of the strategy,
however, it is hard to say that progress towards
implementation has been as originally planned due
to there having been a marked increase in claims
over the past few years both for ocean-going and
coastal vessels, despite an increase in premiums.
Accordingly, the Board has decided that the
Association will promote fund procurement
measures and create a framework to implement a
Subordinated Loan of a maximum of JPY 8 billion
in order to improve the Association’s financial
strength. In addition, it has been decided that the
Association will reserve the right to levy up to 30%
of unbudgeted supplementary calls for the 2010
policy year as a response plan for the account
settlement for the 2011 financial year. Meanwhile,
the implementation of the above measures will be
discussed in the 576th Meeting of the Board of
Directors in February 2012, in consideration of the
development of the Association’s business
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performance and the rating by Standard & Poor’s
Corporation.

| believe that it is imperative to implement these
measures to ease as far as possible the burden on
Members who are now operating in such a
challenging business environment, and to raise the
credit rating of the Association. Therefore, each
Member’s good understanding and kind
cooperation will be highly appreciated.

Within this year, the Association will develop the
current strategy as a new comprehensive financial
plan combining the accumulation of “the free
reserve” and “the liability funds” procured by the
subordinated loan. The Association will take on a
challenge to become a more financially stable club
by reviewing our fund management policy and
broadening our financial background to prevent
the status of the Association being over-
dependent on an increase in premiums. | would
like to ask for your continuous support to the
Association this year also.

| believe that the best and fundamental remedy for
the Association’s stable management is to improve
the claims record, which will create a mutual benefit
desired both to Members and Club. The Association
will work harder than ever to enhance the loss
prevention activities for Members. | would like to
close my New Year Message by wishing good health
and happiness for the New Year to all our Members,
and to all our entered vessels, safe navigation.
Kenichi Yonetani ﬁ f
Director General /7 e
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We explain below about Calls for the 2012 Policy
Year and the potential Supplementary Call for the
2010 Policy Year, which were approved by the
575th Meeting of the Board of Directors of the
Association.

[Calls for the 2012 Policy Year]

Coastal vessels

There will be no General Increase in call rates for
coastal vessels (Naiko Class, fixed premium entries)
for the 2012 Policy Year.

As regards claims, the loss record for Naiko Class is
much improved the 2011 policy year, whereas it has
been worsening for several years. We would like to
express our deepest appreciation to all our Naiko
Class Members for the positive steps they have
taken in the area of safer navigation of their ships.

Ocean-Going vessels

Advance call rates will be increased by 3%.

The estimated supplementary call was set at 40%
of the advance call, and the release call at 45%.

For ocean-going vessels (mutual entries), there has
unfortunately been no sign of a reduction in the
trend of high frequency of claims which has lasted
since the 2006 policy year.

The business environment in which all Members
trade has become increasingly difficult owing to
an appreciation in the value of the Yen and the
sluggish shipping market. We have taken this into
account by setting the General Increase at 3%,
which is less than the majority of 1G Clubs.

The 2011 policy year has been affected by the
Great East Japan Earthquake, and no one can be
over-optimistic about the outlook.

[Supplementary Calls for the 2010
Policy Year]

There were more large casualties than previously

this year, producing claims which have turned out

to be very expensive. The loss-ratio for the 2010

Policy Year has deteriorated unexpectedly.

The original estimated supplementary call was
40%. Of this, 10% was levied in March 2011. The
balance supplementary call of 30% will be levied
for payment by 31 January 2012. Due to the
unexpected deterioration in the loss-ratio for the
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2010 Policy Year, the Board decided that a further
supplementary call should be set at 30%, and the
release call at 35% of the maximum respectively,
to prepare for the worst. At the 576 Meeting of
the Board of Directors on 22 February 2012 the
Board will review the account settlement for the
2011 financial year to date and other factors, and
will decide rates for the 2010 policy year within
the range 0% to 30 % for the supplementary call
and 5% to 35% for the release call.

LA B~ o it B &
Official Commendation for Coastal Domestic Members
for achieving an excellent loss record.
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We would like to express our deepest appreciation
to all our Members for the positive steps they have
taken in the areas of loss prevention and safer
navigation and management of their ships,
particularly so in the harsh conditions and
dramatic changes in logistics structure brought
about by the Great East Japan Earthquake of 11
March 2011.

In November 2011, subsequent to the 50th
anniversary of the Association in 2000, we
awarded Certificates of Commendation to 451
Coastal Domestic Members, in order to recognise
their excellent achievement of not having a single
P&l claim in the last 10 years.

We will strive to continue to improve the loss
prevention service we provide our Members, and
we hope that all our Members will continue their
much-appreciated support for and cooperation
with the Club.
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In my last article | discussed the importance of
preserving evidence for trial at the time of a casualty.
This time, taking an extensive view of the basic
judicial system, | would like to discuss the practical
arguments referring to basic concepts and terms
of our civil legal system. | shall not be discussing
the criminal legal process.

1. A summary of our civil legal system in
terms of basic words.
—"litigation case and non-contentious case”, “jurisdiction
and applicable law", and "arbitration system”
People may have the idea that legal terminology is
too technical and formal for them to understand
and thus not easy to handle legal terms. | would
therefore to pass on some basic knowledge to
assist in gaining an understanding of our judicial
framework.

non

An "actual trial” in Japan is divided into two legal
areas, one being a "litigation case” and the other
a “non-contentious case”.

The former is the confirmation of the result of a
legal action given by a judgment in open court. In
this case, the court gives a judgement based on
the facts as proven by the evidence of the parties
to the action. With its judgement the court also
determines the extent of rights and obligations as
argued by the parties. People are used to seeing
"judgments” given in open court on television.

On the other hand, proceedings in “non-contentious
cases”, differ from those in regular trials as they
are more discreet.

Non-contentious cases come under what is
basically a simple and easy judicial system where
judgment is given in the form of a "decision”
which is not always founded on the arguments of
the parties to the action. It is not an adequate
procedure for the cases which confirm the right-
related relationships conclusively. But it is related
to matters in which shipping companies and their
P&l insurers are interested, such as the procedures
for arresting vessels and limiting the liability of
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ship owners. These procedures, including the
pronouncement of a judgment, are carried out in
a closed court and a judge makes a decision soon
after a hearing, when rapidity is strongly required.

Next, when we are at court, arguments on
"jurisdiction” and "applicable law" are heard first.

Each sovereign state has its own judicial system.
Judicial systems thus differ from State to State
internationally. Vessels sail around the world on a
24-hour basis. If an incident occurs not inland but
abroad, difficult questions may arise such as “Which
country’s court has jurisdiction to hear the case?”
or "Which country’s law should be applied?”

In short, these two questions have to be answered
before any trial can take place, and the answers to
them are significant elements affecting the result
of the trial. In particular, when someone files a
liaison case in relation to a flag of convenience, an
interpretation of applicable law and / or
regulations can be complex and difficult to argue.
Recently gaps in the international judicial system
have been filled by the terms of “a principle of
proper formalities” and a global tendency of
unifying the international judicial system. However,
"jurisdiction” and / or "applicable law” are still
significant judicial elements for success at a trial.

Generally speaking, "arbitration” and “trial” are
understood to be similar judicial procedures. What
then is the difference between them? A trial
followed by a final judgment is standard
procedure in the judicial system for settling
disputes, but sometimes the parties to an action
intend to use “arbitration” voluntarily.

Third party marine lawyers and / or experts may be
requested to become one of the arbitrators who
make their decision after listening to arguments
from both sides, based on “due procedure” in the
arbitration system. Arbitration is a kind of
statutory system for the resolution of disputes, by
getting both sides to agree that the decision of an
arbitration tribunal should have legal force
including execution as well as trial.

From the point of view of marine practice, it is
favorable that the arbitration system can settle
disputes earlier and on a more practical basis than
one finds in a trial procedure applying a doctrine
of an open court. Therefore, arbitration is quite
useful when both sides want to settle a dispute
promptly and in confidence.

Iy INCP&I Za1—XL&— 5335 2012F1H 7
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However, as | mentioned formerly, arbitration can
only take place where there is an agreement
between the parties for this, such as a written
contract between them. In addition, the decision
of an arbitration tribunal in Japan provides the
definitive conclusion to a case and cannot be
appealed by the parties. This is different to the
position in Britain, where parties can appeal an
arbitration decision to the High Court if certain
legal conditions are met.

2. The timescale for pursuing a legal action : how
long does taking a case to trial generally take?

In Japan, the usual process for pursuing a legal

case in open court is as follows :

(i) A claimant submits a complaint to the
competent court. As a rule, the competent
court is in the place where a defendant lives.

(i) After the court receives the complaint, the proper
case number “2011 (Fu) No."” is given.

(iii)The complaint is sent to defendant by special
delivery mail. At that time, “the case comes to
belong to the competent court.”

(ivYWhen the date for oral argument comes, the trial
starts and discussions continue until the time is
right for judgment to be given to the parties to
the action.

(v) The conclusion of the hearing is declared by the
judge and judgment is given to the parties in
about two months.

When the losing party in the action objects to the

judgment, he can appeal to the court of appeal

within the period allowed by law (two weeks). It
may be two or even three years between
submitting a complaint and obtaining judgment.

The appeal process may take a further year.

Therefore, we say this is not a valid way to settle a

dispute given that it takes many years to proceed

to trial. There is often a demand to shorten the
trial period, and in some cases, to change most of

the procedure (as set out in para (iv) above) to a

"preliminary conference” in which a given issue

can be decided not at the Bar in open court but in

a closed meeting room. However, the normal trial

case begins at the Bar. When the case approaches

a conclusion as a result of discussion, examination

of witness evidence has finished, the parties

submit final arguments in writing to the court.

Judgment is usually given about two months after

the conclusion of the hearing is declared. It is just

on the way which becomes the main current in
these days.
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It is certain that cases often settle done before a
decision is given to the parties in Maritime cases.
As you might imagine, the judge is not familiar
with Maritime practice and is likely to accept the
settlement and not proceed to judgment. On the
other hand, countries which have a Maritime court
operate a system in which a judge who is familiar
with Maritime affairs takes charge of the trial. In
Britain, a Maritime practitioner appears in court
with the judge. He says nothing at court but
supplements the judge's Maritime practical
knowledge with advice.

Incidentally, do you know the court called “round
table court”? A picture of a round table court may
be seen in the meeting room of JPIA. Many
courthouses have a round table nowadays and this
system is used more than ever. In contrast with the
usual form of trial where protocol is strictly
followed, it is possible for the judge, parties to the
action, and witnesses all to sit down round the
table for intensive discussions about relevant
issues. Therefore, it is said to be useful for
clarifying issues and shortening the period of trial.
Since the revision of the Civil Proceedings Act in
1999, it may not be known well, there has been a
new effort to let trials proceed smoothly.

3. The decision of the judge and usefulness of
evidence.

At the actual trial, providing the judge with proper
evidence is more effective than anything else to
assist him in reaching his final conclusion in his
mind (which is called "Shinshou” in Japanese).
We can say the same in arbitration. The above-
mentioned issue of proof by evidence is especially
seen in non-contentious cases of arresting vessels,
where judge approves the probable and temporary
proof (which is called “Somei” in Japanese). It is
not too much to say that the efficient use of
evidence preserved at the initial stage of the trial
can conclusively influence the result of the judge’s
decision, and, in some cases, the parties are forced
into an amicable settlement. Furthermore, the
judge is nether an expert of Maritime practice nor
a trained maritime-judge in a Maritime-court,
therefore normal judges need to understand with
knowledge even the common sense to Maritime
experts such as definition of the Maritime practice
respectively.

Iy INCP&I Za2—XL&— 5335 2012%F1H €9



& [EIJFE ) T
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Maritime Law Short Course
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Every year, as part of a training programme for our
employees to improve their practical knowledge of
maritime law and insurance, we send a junior
member of staff for some overseas training. The
next article is a report by this year's trainee, Ms.
Kyoko Sakamoto, Underwriting Administration
Dept. on her training in the UK.

| would like to tell you about the experience |
gained as a trainee during the month | spent in
the UK, from mid-August to mid-September 2011.

Maritime Law Short Course

For the first three weeks of my training period, |
attended the ”38th Maritime Law Short Course” at
the Hilton Hotel in Southampton, UK.

The course is held every year by the Institute of
Maritime Law (IML) of the University of Southampton.
This year, 48 delegates from all over the world
attended the course. The delegates included maritime
lawyers, shipping company employees and
representatives of insurance companies and P&l Clubs.
There were two other Japanese delegates, Mr. Hiroshi
Suzuki of NYK Line, and Mr. Takeya Yamamoto,
maritime lawyer at Toda & Co.

During three weeks, we had 6 lectures (1 hour /
lecture) a day, 80 in total. Although the course
programme was pretty intense, | found it very
fruitful as we could learn the basics and practical
side of maritime law. The lecturers taught us with
enthusiasm and always tried to answer the
questions raised by the delegates, even if this
meant overruning their allotted time.

Although it was not easy for me to follow the
contents of the course, each session was very
interesting and productive, and | enjoyed attending
the course. Three weeks seemed very long at the
beginning but turned out to be very short!

Except for the weekends, all the delegates lived
under the same roof and developed friendships
with each other. Since the hotel was 15 minutes
away from the city centre by bus, | spent most of
the weekdays in the hotel. On Fridays after lectures,
| enjoyed eating out with classmates, and visiting
the neighboring town of Winchester. On one
weekend, | visited Salisbury to see Stonehenge.

Various social events were planned for us,
including themed dinners and excursions (after
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lectures and at the weekend). | joined a tour of
“HMS Victory” in Portsmouth. “"HMS Victory” is
the oldest commissioned warship in the world and
is famous for being the flagship of Admiral Nelson
at the Battle of Trafalgar.

On the final night, a Gala dinner was held at
Osborne House on the Isle of Wight, off
Southampton. Osborne House was Queen
Victoria's summer palace. Everyone dressed up for
the occasion, including Faculty members, course
speakers and IML staff, and we celebrated
completion of the course together. It was a special
night and | was happy that | had been able to
attend the course.

In London
After the Maritime Law Short Course, | spent a
week in London.

| visited insurance brokers Miller Insurance Services
Limited and Marsh Ltd. They gave me a short
lecture and showed me round the Lloyd’s
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Yumiko Nakayama, a senior staff of General
Affairs Department resigned on 22 August 2011.

2011.12.15.°0n 15 December 2011
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Mitsuko Kojima, a staff of Tokyo Underwriting
Department resigned on 15 December 2011.
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Mayumi Watanabe — Kobe Branch.

2011.8.15,°0n 15 August 2011
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Koichiro Nakajima - Assistant
General Manager, Accounting
Department.

2011.10.1,0n 1 October 2011
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Saeri Osugi — Claims Department.
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Mariko Akashi — Kobe Branch.

2011.11.1,70n 1 November 2011
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Jun Yanagidera — Senior Staff, Group
IV, Claims Department.

2011.12.1,/0n 1 December 2011
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Kiyoka Azuma — Claims Department.
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insurance market. At Lloyd’s, | was able to see how
underwriters and brokers worked there, which
was beneficial.

As the Underwriting Group where | belong have
business relationships with them, it was quite nice
to get to know each other in person.

| also visited two law firms, Reed Smith LLP and
Holman Fenwick Willan LLP, and was able to learn
about their business relationships with the
Association.

During my stay in London, | was happy to meet
with many people in addition to the above, such
as law firm MFB, who hosted the reception which |
attended, correspondents who visited our Liaison
Office, and the Secretariat of the International
Group of P&l Clubs.

Conclusion

During my training period in the UK, | was able to
experience two different types of training and
both were beneficial and valuable.

I will remember things | have learned through this
training and will try to apply them to my work
from now on.

Finally, | would like to take this opportunity to thank
all of you I met in the UK for making me so welcome.

.
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Our staffs of London Liaison Office and their family, a friend.
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