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New,Year's/greetings -
Interview,with Director; General

g ) EH—
Yoshikazu MINAGAWA, Director General

FEDITELTBOTEHY TS VET, #HAEBD It is our pleasure to extend our best wishes to every

i

HRICBIPNT L TCRBRERICHESBUZD Member of the Association, with the hope that New

- . . . o Year 2015 is healthy and pleasantly memorable. Also,
SLEBEUHL BT, T HERD we would like to express our thanks for every Member's

WIS EENO T EEZ B EAEFLH L warm support and loyal patronage during the past year.

RESE We hope to have your continued good will in the year to p
KRIELG|EHE, EHZTLALIBHVELET, come. \W
Lo TlE, WESE 7 HOBT & 0 AE288m 1L 7> We recently sat down for a New Year interview with Mr.

Yoshikazu MINAGAWA, the new Director General of =

R TTEE, = s TR |
BSE - WIRE— L 0, IEEOHRY R D &0, the Club. Mr. MINAGAWA, who arrived in the post of -

ERU S ROMEEROTSIZHL, A~ Director General of the Club in July 2014, looked back "f e

Ea—BRTTHEL LT, over the past year and gave us his views on the future ¥ 0
rospects for the Club. —
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- Half a year has passed since your arrival as
Director General in July. How did you see 2014?

We did not see much improvement in the maritime
market in the past year. Among the world’s leading
countries, only the US is in a bullish mood economically.
However, at least Japanese owners enjoyed the fair wind
of a weak yen and cheap bunkers during the year.

When we look at the Club, we see the current entered
tonnage is 93.12 million GT which is, regrettably,
far below the 100 million GT, the goal set in the new
Medium-Term Operational Plan ( “JPI's CHANGE"),
and this situation is unlikely to change in the near future.
In the background, we can see the members continuing
to dispose of free and relatively old vessels due to the
widening gap between supply and demand caused by the
huge amount of newly built vessels being delivered at
the moment. There is also increased competition in the
P&I insurance market.

Moving on to the claims situation for the current policy
year, as regards the Ocean—-going vessels entry, there
were two medium-—size claims over USD 3 million, but
no claims large enough to exceed the Club retention of
USD 9 million and so reach the IG reinsurance Pool. In
addition, the Japanese coastal vessel entry (Naiko Class)
experienced only 1 claim over JPY 100 million. It is
welcome to see some signs of improvement in the loss
ratio after the 2012 policy year.

The Club has placed great emphasis on loss prevention
activity last year in order to assist Members. These
activities included over 50 seminars, presented by an ex—
Master Mariner, not only in Japan, but in different parts
of Asia.

[ strongly believe that the improvement in the Club’s loss

ratio was not a little due to these activities.
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— Please let us know what your thoughts are
on the current situation of the Club, and tell
us about the management policy for 2015 and
beyond.

Management Policy

Firstly, for sales, our aim is to increase the appeal of
the Japan P&I Club to ship owners in order to reverse
the movement to the non—-Japan based P&I Clubs
and Japanese private insurers. We will work hard to
strengthen our sales activity and shall not hesitate to
follow new business paths if we believe that is the right
course of action.

I have travelled extensively since I became Director
General, not only domestically but internationally, going
to Hong Kong, Taiwan, China, Korea, Singapore, where
our branch celebrated its 1st anniversary, and London,
where I gained valuable opportunities to greet and talk
with our Members.

I am sure that we can make use of the unique
characteristics which differentiate us from other Clubs
in order to maximize our chances to be chosen by our
Members as their P&I Club partner in Asia.

We aim always to be receptive to our Member's needs,
and we shall seek to increase the number of new
overseas members, especially Asian interests.

Competition in the domestic market has become much
more severe recently, with private insurers actively
pressing for more business and other IG Clubs opening
offices in Japan.

Making use of home advantage, we aim to draw on all
our experience in order to provide a high—quality and
solid claims handling service and be closer to Members

Ty P& Za—ALE— FE 405201515 3
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than any other insurer. We shall carry out our work
with great care, and hope to obtain the Member's good
evaluation. With careful customer service in mind, we
will keep up our efforts to be the best P&I insurer for
Members we can possibly be.

Simply increasing the amount of new tonnage in
the Association or continuing to provide cover for
low—quality already—entered vessels would lead to
deterioration in the Club’s loss ratio and would be an
empty strategy. We shall increase our efforts to stop
claims before they occur, through regular ship surveys
and the provision of information by our loss prevention
guides, and we, with the Members, will work as hard as
we can to improve the Club’s loss ratio.

New effort

Under the slogan of “JPI's CHANGE”, the current
Medium-Term Operational Plan will end in the 2014
fiscal year, and we are now preparing a new 3 year plan.
Each of the three main pillars, “Reliability”, “Soundness”
and “Competitiveness”, will be mirrored in the new
plan, which will be tabled at the Meeting of the Board of
Directors in June.

While we have just started to draw up the plan, we will
study specific measures with the targets of increasing
our competitiveness (overseas expansion and launching
new projects) and promoting financial soundness (the
development of a comprehensive risk management
system for the Association).

% FPSO - - - Floating Production Storage and Offloading system CEAUEERM - AR EETEBELERR)
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Next, I will briefly talk about the new project and
financial soundness.

Some shipping companies are taking aggressive steps
into the market for offshore service vessels such as
FPSOs (*). We need to think carefully about whether to
enter the market too, so we can understand the precise
nature of the risks involved and meet Members' needs in
times to come.

The purpose of the comprehensive risk management
system is to allow us to deal with the risks we face right
across our business. We will compare equity capital (our
“Reserve” ) and prepare a system to control entire risk
portfolio over the whole business of the Association.
We will thus make absolutely sure that we secure our
financial soundness.

— Lastly, could you give us a message to the
Members?

In 2015, the year of the 65th anniversary of our founding,
the Club will move forward by leaps and bounds, not
only within Japan, but flying the flag internationally as a
leading P&I Club based in Asia.

The key to improving our loss ratio and providing a
stable insurance service is increased loss prevention
activities.

I much appreciate our Members’ ongoing support for
the Club and their cooperation with our loss prevention
activities in their daily operations.

BAMILIC T, BENEME. SEE. BEH. T
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<Background>

Mr.Minagawa was born in Tokyo and brought up in
Otaru City, Hokkaido. He graduated from the Univ. of
Tokyo, and is experienced in PCC, Planning, Finance,
Energy and resources sections. He has lived in New
York, Hong Kong and Singapore while working for
a major Japanese shipping company. He became
Director General of the Club from July 2014. His
hobbies include playing golf, cycling, and watching
sport.
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The following is an explanation of decisions taken on the
captioned matter at the 587th Meeting of the Association’s
Board of Directors held in Tokyo on 3rd December 2014.

@ Coastal vessels (Naiko Class)

There will be no general increase in premiums for Naiko
Class, fixed premium entries, for the 2015 policy year.

This is mainly due to the fact that the loss record for the
Class has remained relatively calm and stable since the
2011 policy year.

€ Ocean-going vessels (Gaiko Class)

(i) Advance call rates will be increased by 3%, subject to any
change in the cost of the International Group Excess Loss
Reinsurance Contract.

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

The loss record for Gaiko Class, mutual entries, has
remained comparatively good since the 2012 policy
year. However, the loss record for pool claims, which are
shared between all members of the International Group
of P&I Clubs (IG), continue to be high, and therefore our
contributions remain high. The Association has thus not
yet achieved the claims stability we would like. In the
light of such situation a 3% general rates increase was
adopted as the minimum necessary.

& Charterers' entries

There will be a 5% general increase in premiums for
charterers’entries.

The loss record of Charterers’entries has not improved,
though a 7.5% general increase was adopted for the 2014
policy year. A 5% general increase was found necessary
for income and expenditure to be well balanced.

€ FD&D Cover

() There will be no general increase in advance calls for
FD&D entries.

(i) The estimated supplementary call was set at 20% of the
advance call, and the release call at 25%.

The loss record for FD&D cover has remained relatively

satisfactory, thus there is no necessity for an increase in

calls.
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Introduction.to:the'lG &
‘Reinsurance Department

- = }‘ = —

k e e

In July 2014, the Reinsurance Group of the Underwriting-
Administration Department became the IG & Reinsurance
Department (the Department). The Department is responsible
for affairs relating to the International Group of P&I Clubs
(IG), reinsurance arrangements and international conventions
and regional/local regulations. Unfortunately, we have little
opportunity to talk in person with our Members, with the
result that the Department may appear somewhat distant
compared to other Departments within the Association.
We would therefore be happy if this article could help our
Members become more familiar with us.

The Department is staffed by a small group of 3. The head
of the department is the General Manager, Royston Deitch,
who works in our London Liaison Office. The Department
also has 2 staffs in Tokyo, Masahide Inde and Aya Ogino, who
deal with day-to-day tasks. The work of the Department is
very varied, dealing with a wide range of IG matters, such
as reinsurance arrangements and maritime conventions /
regulations, and we continue to make our best efforts to carry
out operations in an efficient way in cooperation with each
other by fully utilizing past experience gained in the Claims
Department and Underwriting Department.

B
The Department’s main duties are as follows:

(1) IG related matters
As the Department responsible for |G-related matters, we
deal with the following :

Royston Deitch
General Manager

JxINDPRIZa2—ZALA—F 4052015515 7
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A. IG Pool and Reinsurance Programme

The 1G arranges the pool and reinsurance programme (http://
www.piclub.or.jp/entry/ig/) under which the Clubs can offer
the highest level and broadest range of liability insurance
cover on a cost-effective basis. Every year the IG reviews
the programme, considers possible changes to the structure,
and discusses the renewal of the reinsurance contracts with
reinsurers. The Department is responsible for co-ordinating
the position of the Association on all these matters.

B. Information Exchange

The 1G Clubs exchange on a day-to-day basis views and
information on a wide variety of practical, technical and legal
issues relating to shipowners’ liabilities and insurance cover.
On behalf of the Association, the Department corresponds
with the other IG Clubs in order to ensure that the views of
our Members are represented within the 1G. For matters
which the Association believe are of particular importance
to our Members, we provide relevant information and advice
through Special Circulars or Japan P&l News.

C. Representation

The IG represents the views of Club members on matters
of concern to the shipping industry such as international
conventions and legislation affecting shipowners’ liabilities,
and related insurance matters. The role of the Department
is to consider all the various factors from the perspective of
the Association and our Members, and decide how the IG
should approach States and International Organisations on
relevant matters, and to represent our view on behalf of the
Association to the IG.

(2) Reinsurance Arrangements
Aside from the 1G Pool and Reinsurance Programme, the
Association arranges its own reinsurance programme in

H EFERDEIFEEE/ Main duties of the IG & Reinsurance dept.

REMNS! C
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Reinsurance Arrangement
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the reinsurance market to achieve and maintain stable risk
management.

The Department is responsible for the overall reinsurance
arrangements of the Association, including reviewing our
own programme, considering any changes, negotiating the
renewal and administration of the loss record. The renewal
negotiations usually start around October every year and
continue until completion before renewal on 20 February.
Thanks to the great efforts of our Members in ensuring
the safe navigation of their vessels, the loss record of the
reinsurance programme has gradually improved in recent
years. It is still not fully recovered from past claims, however,
S0 negotiations for the next renewal will be difficult.

(3) International Conventions/Legislation

It is essential for Members’ operations of vessels to comply
with the requirements under international conventions and
regional/national legislation. The Department collects a wide
range of information on conventions and legislation and
keeps our Members informed about them through Special
Circulars and Japan P&l News.

Although Members may not know very much about the 1G
and reinsurance, both play a crucial role in the Association
being able to provide stable P&l insurance cover and to
handle the variety of problems which Members may face
during the operation of their vessels. Should Members have
any questions, concerns, opinions or requests regarding the
IG, reinsurance or Special Circulars/Japan P&l News, please
feel free to contact us. We will continue to make our best
efforts to provide enhanced and improved information to our
Members on all the various conventions and legislation which
affects them.

What is International Group of P&I Clubs (IG) ?

The International Group of P&l Clubs (IG) comprises 13
major P&l Clubs which provide Protection and Indemnity
(liability) insurance for over 90% of the world’s ocean-going
tonnage. The IG performs three key functions :the operation
of the claims pooling and reinsurance programme, providing
a forum for the exchange and consideration of views on
matters relating to shipowners’ maritime liabilities and
insurance arrangements, and external representation. The
Association has been a member of the IG since 1976 and
occupies a unique role as a leading IG member Club in Asia.
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Some significant changes are due over the next few months
in the international shipping regulatory regime which governs
the business of the majority of our members. These changes
include one new Convention and notable amendments to two

existing Conventions.

1 Regulation of air pollution by ships

under MARPOL Annex VI

MARPOL Annex VI establishes limits on sulphur oxides (SOx)
etc. which may be contained within a ship's emissions. Annex
VI introduces two sets of worldwide emission and fuel quality
requirements. The requirements are more stringent in ECAs
(Emission Control Areas). Further, Annex VI provides for a
progressive reduction of the emissions. The new SOx limits

may be summarised as follows;
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. 3.50% m/m on and after 1 January 2012
Outside ECAs

2,000 F&#Z BHAICOVWTRDAETCEELTE
7-%8% 3.02 @5 SDR (CHNEL /-3

2,001 ~ 30,000 b>#B%

1,208 SDR/ k>

800 SDR/ k>

30,001 k>~ 70,000 k>

906 SDR/ k>

600 SDR/ k>

70,000 k> %8 Z B89

604 SDR/ k>

400 SDR/ k>

0.50% m/m on and after 1 January 2020

1.00% m/m on and after 1 July 2010

Within ECAs

0.10% m/m on and after 1 January 2015

The SOx limit within ECAs has fallen to 0.10% m/m from
the current 1.0% m/m since 1 January 2015. A breach of the
requirements may lead to a huge amount of fines. Members
are advised to take all necessary steps in order to ensure

compliance with Annex VI.

For further details of MARPOL Annex VI, please refer to our
Special Circular No.4 November 2014.

2 Nairobi International Convention on

the Removal of Wrecks

The Nairobi International Convention on the Removal of
Wrecks, 2007 will enter into force on 14 April 2015. After
the Convention enters into force, ships of 300GT or more
registered in a State party or entering or leaving a port in the
territory of a State party will need to have insurance which

meets the requirements of the Convention. A certificate from
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a State party attesting that such insurance is in force will have
to be carried on board at all times. The Certificate will be
issued by the Flag State or, if the Flag State is not party to the
Convention, by a State which is party, once it is satisfied that
there is insurance or other financial security in place which
meets the requirements of the Convention. In order for a Flag
State or a State party to issue a Certificate, the owner will have
to submit a Blue Card issued by the Club. We will provide
further information about Blue Cards when we are in a position

to process applications for them.

For further details of the Convention, please refer to our
Special Circular No.14-010 dated 12 November 2014.

3 Amendments to 1996 LLMC Protocol

Amendments to the 1996 Protocol (Protocol) to the 1976
Convention on Limitation of Liability for Maritime Claims
(LLMC) increase limits of liability and will come into effect on
8 June 2015. Under the amendments to the Protocol, the limits
of liability will be as follows.

1) Liability for claims for loss of life or personal injury

New limits Current limits

Ships not exceeding

2,000GT 3.02 million SDR | 2 million SDR

[Ships exceeding 2,000GT] The following additional
amounts are used in calculating the limitation amount:

For each ton from

£ b . =
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HIE®R BIT For each ton from 906 SDR 600 SDR
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[2,000 k> FBOMAA] For each ton in 604 SDR 400 SDR
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7-%% 151 ®H SDRICINEL /-5
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30,001 k>~ 70,000 k> |453 SDR/ k> | 300 SDR/ k>

70,000 h&#B 758849 | 302 SDR/ k> 200 SDR/ b
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excess of 70,000 tons

2) Liability for any other claims

New limits Current limits

Ships not exceeding
2,000GT

1.51 million SDR| 1 million SDR

[Ships exceeding 2,000GT] The following additional
amounts are used in calculating the limitation amount

For each ton from

2,001 to 30,000 tons 604 SDR 400 SDR
For each ton from

453 SDR 300 SDR
30,001 to 70,000 tons S S
For each ton in 302 SDR 200 SDR

excess of 70,000 tons

For further information, please refer to our Special Circular
No.12-004 dated 21 May 2012.
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International Group

P&I Qualification programme
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Since the scope of loss and damage that P&I Insurance
covers is so wide, a wide range of knowledge is required
for the claims handlers and underwriters who work for
P&I Clubs.

In this issue of the Japan P&I Newsletter, we would
like to introduce briefly the P&I Qualification (P&IQ)
programme of the International Group of P&I Clubs
(IG), how we, the Japan P&I Club use it as a means of
educating our less experienced staff, and comment from
the successful applicant.

The P&IQ, which was created by the IG, is a
comprehensive and standardised set of learning texts for
the staff of P&I Clubs to use as programmes of learning.
In 2007, the IG managers agreed to produce a body of
learning material. The P&IQ programme is made up of
seven modules, such as The Shipping Business, P&I
Insurance — History Operations and Practice, Practical
Claims Handling, and Underwriting etc.

The P&IQ programme has been designed to help
students show that they are competent in the work they
do, with the appropriate knowledge and skills to perform
their job effectively. The texts of the P&IQ learning
materials are available online for those studying for the
examinations.

Examinations take place twice a year in a number of
locations around the world including the UK, Hong
Kong and Singapore. Those students who pass all 7 of
the modules are awarded the P&I Qualification, which is
accredited by the Chartered Institute of Insurers.

Since the P&IQ was developed, we have encouraged our
junior employees to study each module of the P&IQ in
addition to our existing study programmes. Voluntary
study sessions are held in our principal office, with many
members of staff taking part. Several employees who
passed internal selection have taken examinations of the
modules.
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One employee who came through the selection process and achieved
some success in the Qualification is Mr. Takeo SAITO, Manager of Group
4, Claims dept. Here are his comments on the examination experience :

P&l fRBRIC (1. hDIRBEETED & S ICIBIR L & 2B
NS ETEL, P&l Qualification PHE T, EHEHT
ERHHIRREFRDE L1, REBEELUMEEDEL
LBEHEMELEMARELEICEY, AC RO TiTbh
Module 4 Cargo Risks DFRERICEIRT DI &N HFKE
Lo RRERTIE. BADITL—LNC R L TEBET
DG - RERERBLT B2 ENHEFE LN, URED
S5 THRE ZhHEIFHBRXDORBRTIE. BARET
EHEEL WA I EEEREBCHRICRET 310k 5n
THY, ZZICHLIZRELE L HBORRIE. H
HETHEV EFTEAEIZATIVEEL D SN SZL, #
BEADBEBD LNRESERBVWET, CDORRERE LR
DEFISELTEHIC, BEICHZREZHD CVWETS,

In other sectors of the insurance industry there is a
professional qualification to aim for but until recently
there was no such goal in the P&l field. When the
P&l Qualification was introduced, | decided to apply
for it because | wanted to see how well | could
do in the challenge. In preparing for the exam |
attended study sessions in the Club lectured by
my experienced colleagues, then took the exam
for Module 4 of the Qualification, Cargo Risks, in
London, and | was able to pass it. In the exam |
was able to draw on the knowledge and experience
| have gained from my everyday work. However, |

EHLBERAE - AF VMR 2L THICHE
T 5%, wbhbwa OJT EETH S
ZEIEHTETHIDH D FHAD, P&I Qualification
FHGOHL L T RWEBRBIZOVWTHFARI LN
W2 R, HEEBOPTHET 24 OHLEK
ARIZEEIE T 5 ETOREARLBEM L L-oTnE
T (BB, P&l Qualification 70 75 A D2 K O
FECAB O ZBE R, EBE P&L 7V — T o
%79 7OBMEICELATWET),

also found that the exam, obviously designed to be
answered in English and almost in narrative form,
requires English language skills to describe precisely
what | understand in Japanese, and | struggled with
this. Some of the contents of the module overlapped
with the Club’s internal claims handling manual,
however, and through taking the exam | was able to
increase my understanding of the work | do. | make
the most of the experience in my daily business, and
would recommend my junior colleagues to take the
exams.

Needless to say, on—the—job training is important as
this provides knowledge and skills while you work.
However, the P&IQ is also important as it both gives
you knowledge of matters which you do not meet on a
day-to—day basis, and helps you organise your thoughts
on the various things you do face in your routine work.
(At the moment, the P&IQ is available only for those
who work for the IG Clubs.)
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