
WHAT IS P&I 
INSURANCE? 



P&I:HISTORY 

ÅHistory of P&I Clubs? 

īShipping could not function without insurance 

īThe first statute dealing with the insurance of ships was recorded in Barcelona in 1434. 

īThe first marine insurers were established in Italy in the seventeenth century. 

īThe whole principle of Mutual Clubs is, if there is a loss all owners contribute, and if there 
is a gain all owners get the returnô. It drew on the tradition of mutual assistance at sea 
when seafarers in distress relied on help from passing ships, even if owned by 
competitors. One rule common to almost all mutual marine insurance clubs, most of which 
were originally hull insurance clubs, was that Members should come to the aid of ships in 
distress belonging to fellow Members. 

īNew laws and regulations governing the carriage of goods and people at sea made many 
owners realise that they needed protecting against a wider range of risks. For instance, 
the standard hull and machinery insurance of the time only covered collision liabilities on 
the payment of an additional premium. The ownerôs abortive argument was that collision 
liability came within the insured risk of óperils of the seaô. As a result of this decision, policy 
terms were extended to cover a shipownerôs liability but limited cover to 75 per cent in the 
case of collision. Shipowners turned to mutual clubs to insure the remaining 25 per cent. 
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P&I: THE BASICS 

ÅWhat is P&I Insurance? 

īóProtection & Indemnityô 

īThird Party Liability Insurance 

īNon-profit ómutualô insurance for Ship Owners, Charterers & Vessel Operators 
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Mutual insurance is different from commercial insurance 

Å It is essentially co-operative self-insurance (a ñClubò) 

Å The insured are also the insurers 

Å The insured own the insurance fund 

Å The aim of a mutual is to cover losses, not make a profit 

 

PROVIDED ON A MUTUAL BASIS 
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ÅClub is owned by Members 

ÅMembers elect Board of Directors to run Club 

ÅDay to day management delegated to Club Managers 

ÅMembers insure third party liability risks with Club in exchange for premiums (calls) 

RELATIONSHIP BETWEEN MEMBERS AND CLUB 
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THE BOARD OF DIRECTORS 

Ultimate control over 
the Clubôs affairs rests 
with the Board of 
Directors. 
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ÅUK 

ÅBritannia 

ÅGard 

ÅJapan 

ÅLondon 

ÅNorth of England 

ÅSkuld 

THE INTERNATIONAL GROUP OF P&I CLUBS 

ÅShipowners 

ÅStandard  

ÅSteamship Mutual 

ÅSwedish 

ÅAmerican 

ÅWest of England 

The Pooling Agreement:  

ÅThe biggest Marine Reinsurance contract in the world. 

ÅPooling of risk for the benefit of the Group and its Members.  
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ÅP&I Insurance is: 

īinsurance in respect of third party liabilities 

ÅP&I Insurance is NOT: 

īhull and machinery insurance, 

īwar risk insurance, 

īfreight demurrage and defence insurance. 

 

MARINE INSURANCE 
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ÅAn owner is only insured against loss, damage, liability or expenses 
incurred by him, which arises: 

īOut of events occurring during the period of entry of a ship (20 Feb 
to 20 Feb) 

īIn respect of the ownersô interest in the entered ship, and 

īIn connection with the operation of the ship by or on behalf of the 
owner. 

īPayment first by the Owner ï the ñpay to be paidò rule 

BASIC CONDITIONS OF STANDARD COVER 
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STANDARD COVER UNDER P&I CLUB RULES 

Liability to pay damages or compensation for injury, 

illness or death of any seaman 
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STANDARD COVER UNDER P&I CLUB RULES 

Liability to pay damages or compensation for injury, illness or death of persons other 
than seamen ï e.g. passengers or stevedores 
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STANDARD COVER UNDER P&I CLUB RULES 

Liability in respect of expenses incurred by the Owner in discharging his obligations 

towards stowaways or refugees. 
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One fourth or such other proportion as may have been agreed in writing of the 
Ownerôs liabilities arising out of collisions. 

 

STANDARD COVER UNDER P&I CLUB RULES 
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STANDARD COVER UNDER P&I CLUB RULES 

Liability to pay damages or compensation for any loss of or damage to any property 
whether on land or water and whether fixed or moveable. 


