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CEFOR IN BRIEF...
The Nordic Association of Marine Insurers (Cefor) represents marine insurers
in the Nordic countries.
The members of Cefor engage in:
• hull and machinery insurance (ocean and coastal)
• protection and indemnity insurance
• cargo insurance
• loss of hire insurance
• legal defence
• war risks insurance
• offshore energy insurance
• builders’ risks insurance
Our objective is to further enhance the lead Nordic hull market and promote the members’ common interests
on key issues for the marine insurance industry.
Our mission is to serve the interests of our Nordic members by promoting quality marine insurance through:
• comprehensive statistics,
• competence building,
• agreed all risks insurance conditions,
• a common public voice.
To this end, the Association shall endeavour to:
1. Make available appropriate statistics from the Nordic Marine Insurance Statistics (NoMIS) database to support
the activities of the individual members and the general objectives of the Association.
2. Contribute to the provision of educational programmes, securing adequate competence development and
expertise among its members.
3. Facilitate continuous evolution of competitive Nordic marine insurance conditions in collaboration with
customers, brokers, legal experts, trade associations and other relevant parties.
4. Influence the industry’s framework conditions.
The Association shall not engage in independent economic activity, nor shall it promote practices that in any way
may be detrimental to competition.
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THE 2016 CEFOR
YEAR IN REVIEW
Version 2016 of the Nordic Plan became the benchmark one-stop solution for all standard
non-P&I marine and offshore insurances applicable to international owners in the reporting
year.The Plan successfully offers certainty through a comprehensive and practical regime
that codifies the all-important supportive claims service for which Nordic insurers are
internationally known.
MAIN PRIORITIES
• Nordic Plan: Version 2016 offering a complete and
comprehensive non-P&I marine insurance regime.
• Statistics: leading provider of up-to-date claims trends
for ocean and coastal hull.
• Cefor Academy: competence building in high demand.
• Framework conditions: influencing current issues at
an international level.

A BALANCED ONE-STOP SOLUTION
Version 2016
A new version of the Nordic Marine Insurance Plan
(hereinafter the Plan) took effect as of 2016. As the
preferred solution in the Nordic countries, the Plan is
also increasingly in demand from owners in all other
major shipowning nations. Based on the all-risks principle,
the Plan is recognised by all parties as a fair and balanced
system for protecting shipowners’ interests through
a comprehensive coordinated solution for all standard
non-P&I marine and offshore insurances. The Plan is
tailor-made for the well-known Nordic claims handling
model. Clients around the world favour this service
model due to the active support and co-operation
a Nordic claims leader offers to shipowners.

The Plan is published on www.nordicplan.org, with the
latest version also uploaded to the Nordic Plan App for
smartphones and tablets. Translations into four Nordic
languages, printed versions, guidance notes, and an
introductory brochure are also available.
The Plan is regularly updated to offer clarity and certainty.
All amendments are agreed and drafted by a committee
with strong Nordic shipowner participation, often
supported by their Nordic brokers. This ensures a fair
and balanced approach, focusing on the practical needs
of the assured and avoiding any gaps or overlaps in
cover. The Plan revision proceedings are described in
more detail in a separate article on p. 9.
Since its launch in October 2015, 1,200 printed copies
of Version 2016 had been sold by the end of the
reporting year.

Coastal and fishing vessels clauses
The insurance conditions for commercial vessels smaller
than 15 metres were revised and issued in November
as Cefor Form 276.
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LEADING PROVIDER OF STATISTICS
Cefor and its members are constantly striving to further
enhance the quality of the up-to-date claims trend data
for ocean and coastal hull provided by the Association.
By the end of the year, Skuld data had been integrated
into the Nordic Marine Insurance Statistics (NoMIS)
database. All members had also implemented a new
and improved reporting method. To improve the value
of aggregated claims trend analysis, work continued to
increase the level and accuracy of information reported
with each claim. A project plan has been set up for
completion of this revised claims coding in 2017.
Specific NoMIS reports for ocean and coastal hull claims
trends, including mid-year updates, were compiled and
published on the Cefor website. The 2016 hull claims
trends and more detailed information about the NoMIS
database are presented in a separate section starting
on page 19.

The twenty-seven new students accepted into the
2016-2017 programme represent insurers, brokers and
lawyers from five different nationalities. Twenty students
from previous programmes received their certificate of
completion in 2016.

Practical guidance through
Nordic Plan training course
Cefor and the Scandinavian Marine Agency (SMA) offer
two three-day training courses specifically targeting
the latest version of the Nordic Marine Insurance Plan.
Both courses are held on an as-needed basis.
One course was offered in the reporting year; the
Nordic Plan training course, held in Oslo in October.
The twenty-five enrolled students represented insurers,
owners, brokers, surveyors and the financial sector with
a broad geographic spread from the Nordic and other
markets.

UK Insurance Act
Cefor also fulfils a vital role on the International Union
of Marine Insurance’s (IUMI’s) Facts and Figures
Committee. In 2016, this included the Cefor actuary’s
traditional responsibility for compiling data and presenting
the “Global Marine Insurance Report” at the annual
IUMI Conference in Genoa.

In June, Cefor arranged a seminar in Copenhagen on
behalf of the Nordic Cargo Coordination Committee
on the UK Insurance Act 2015. The Act came into force
on 12 August, introducing some substantial changes to
the laws governing commercial insurance contracts,
particularly those in respect of disclosure and warranties.
Experts from Ince & Co. LLP presented the changes.

BUILDING COMPETENCE
The marine insurance industry is highly specialised.
Relevant, practical learning is offered by and for the
industry through Cefor. The administration is the key
facilitator, although it relies on its members for lecturers,
examiners and other contributions to maintain the highquality training currently in high demand from the industry.

One-year programme recognised by market
The comprehensive Nordic Marine Insurance Education
Programme is designed to give students a good general
understanding of the many aspects of marine insurance.
The part-time Cefor Academy programme is now
an integral part of the training for marine insurance
professionals in the Nordic market. The certificate of
completion documents the student’s understanding of
relevant terms and conditions as well as the basic
principles behind them. Experts from Cefor member
companies, Nordic law firms and an average adjuster
serve as lecturers during the six sessions.

Nordic surveyor seminar
The third Nordic surveyor seminar took place at
Gardermoen in October. The well-attended seminar
focused on payments, coordination between different
parties involved and the writing of reports in accordance
with insurers’ needs. There were also take-aways relating
to the survey of vessels less than 15 metres and damage
involving loss of hire. The seminar is set to continue at
regular two-year intervals.

Lay-up of MOUs
Due to the very challenging offshore energy market,
a number of Mobile Offshore Units (MOUs) were
in lay-up by the end of the year. To learn more about
requirements and services provided before, during
and after lay-up, a seminar was organised in December.
Cefor also introduced a best practice guide to
complement the requirements according to the
Nordic Plan.
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INFLUENCING FRAMEWORK
CONDITIONS
The overall objective of Cefor’s framework-related
activities is to promote legislation and industrial policies
that are conducive to a sustainable and prosperous
Nordic marine insurance market.
To operate efficiently and provide a level playing field,
the international marine insurance and shipping industries
depend upon a global regulatory framework. Cefor is
a strong supporter of the international regulation of
what is essentially a global industry, as opposed to
regional or domestic regulation.
These were some of the most important issues for
Cefor in the reporting year:

Tax on financial institutions
in Sweden and Norway
In October, the Norwegian Government proposed
a new tax on financial institutions as of 2017 to
compensate for the industry’s VAT exemption. Cefor
took part in the parliamentary hearings. Despite massive
opposition, the Parliament agreed to a five per cent
added tax on employees’ gross pay and one per cent
higher corporate tax for the financial sector. The
apportionment of the tax will be (re-)considered by
an expert group by 1 January 2018.
In November, a Swedish Government Official Report
(SOU 2016:76) presented its proposal for an additional
fifteen per cent tax on wages in financial institutions
to compensate for the industry’s VAT exemption. Cefor
will respond to the consultation within 15 February 2017.

York-Antwerp Rules 2016
The Comité Maritime International (CMI) reached
a milestone decision in May with the adoption of the
2016 York-Antwerp Rules (YAR) by which General
Average is adjusted. The last attempt to amend the YAR
was made in 2004, but this new set of rules remained
largely redundant for a number of reasons.
Both insurers and shipowners have participated in the
drafting of the new Rules, which are a compromise
solution. Cefor overall welcomes the YAR 2016 as being
an improvement on the YAR 1994, although less
favourable to insurers than the YAR 2004. Subsequent

to the adoption, all new and revised BIMCO charter
parties and bills of lading now refer to general average
adjustments in accordance with the new 2016 Rules.

EU Insurance Block Exemption Regulation
Following a public consultation on the functioning and
future of the Insurance Block Exemption Regulation
(IBER) adopted in 2010, the European Commission
(EC) concluded in December that a renewal is no
longer justifiable. The decision concerns agreements
with respect to joint compilations, joint tables and
studies, and common coverage of certain types of
risks (co-insurance or co-reinsurance pools). For legal
certainty reasons, insurers, Cefor included, have argued
in favour of extending the IBER. The EC clearly states
that these forms of co-operation will remain lawful after
expiry of the IBER, and argues that an exemption is no
longer warranted as the 2011 Horizontal Guidelines
offer sufficient guidance on how to conform to the
antitrust rules. Furthermore, the exemption for pools is
less and less used in practice. The IBER will expire
31 March 2017.

Iran sanctions
16 January marked Implementation Day for the Joint
Comprehensive Plan of Action (JCPOA), with the
verification of Iran’s commitments by the International
Atomic Energy Agency. The United States and the
European Union (EU) subsequently lifted their nuclearrelated sanctions against Iran. However, in respect of the
U.S., the sanction relief program only relates to “secondary
sanctions” on non-U.S. persons and entities. The effect
of the continuation of the U.S. primary sanctions is wide
ranging, and non-U.S. entities remain alert to these
prohibitions. Proper due diligence prior to engaging
in Iranian trade or with Iranian entities is still a necessity.

Container weight regulation
As of 1 July, only containers with a verified gross mass
were allowed to be loaded on board a vessel. Throughout
the first half of 2016, shippers and logistics companies
said that they were far from ready for the new
mandatory weight requirement. On the other hand,
failure to comply will have serious safety implications,
and most likely insurance implications in the event of
an incident directly linked to a breach. To deal with
expected short-term disruptions and accumulation
in ports, the Maritime Safety Committee of the United
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Nation’s International Maritime Organization (IMO)
offered advice on a practical and pragmatic approach
over a three-month settling-in period. In September,
the World Shipping Council (WSC) reported that
a high number of packed containers – 95 per cent or
more – were being accompanied by verified gross mass
information prior to initial vessel loading.

Safety Committee (MSC) approved new “Interim
guidelines on maritime cyber risk management”, providing
high-level recommendations on maritime cyber risk
management to safeguard shipping from current and
emerging cyber threats and vulnerabilities. The guidelines
also refer to additional guidance and standards, including
the new industry guidelines from BIMCO et al.

Autonomous vessels

Watertight cable penetrations

Unmanned transports gained more acceptance from
industry and governments as research and innovations
brought the possibility of unmanned vessels closer to
realisation in the reporting year. For unmanned vessels
to become a reality, the regulatory framework must be
in place. Norway and the United Kingdom are at
the forefront of this. In addition to the regulatory and
liability aspects, Cefor also addresses the risks related
to new technologies and the internet of things. Cyberattacks, connectivity, complex technologies, and autonomyassisted accidents are among the challenges. Cefor will
expect classification societies to become involved in
the approval of big data and automated operational
procedures in order for these to be insurable in the
future. See also article on p. 16.

The need for increased awareness concerning sealing
systems used in watertight cable penetrations was
highlighted in a letter to the International Association
of Classification Societies (IACS) in May. All Member
Societies of IACS were subsequently informed of
Cefor’s concerns and suggested preventive measures.

EU guidance: Places of Refuge
In January, new emergency response procedures for
ships in distress were agreed across the EU. Several
industry stakeholders, including Cefor through the
International Union of Marine Insurance (IUMI),
participated in the drafting together with EU Member
States, the European Commission, and the European
Maritime Safety Agency (EMSA). With the new
guidelines, the decision-making will be more efficient
and better advised with no denial of access on anything
other than safety grounds. The practical implementation
offered by the new EU guidance complements the IMO
guidelines, and should be encouraged internationally.
IUMI therefore co-sponsored an EC information paper
to the IMO’s Maritime Safety Committee in May.

CEFOR FORUMS
A considerable part of Cefor’s activities takes place
within the eight forums listed on p. 46. While each forum
has its own area of responsibility and focus, additional
value is generated from cross-forum consultation and
co-ordination.
New terms of reference and a revised common forum
mandate were adopted in August to further clarify
the roles and tasks of each forum.
To ensure compliance with all relevant competition law
regulations within all Cefor forums, working groups and
the Board, the Association’s competition law statement
and guidelines are regularly discussed and promoted
among all appointed officials.

Cyber security guidelines
In January, an industry group supported by IUMI
published new industry guidelines on cyber security
on board ships. Rather than technical guidance, the
guidelines are designed for use by owners, managers
and seafarers to develop understanding and awareness
of key aspects of cyber security. In May, the IMO Maritime
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NORDIC MARINE
INSURANCE PLAN
– THE PROCESS
By: Sveinung Måkestad, Gard & Cefor Head of delegation to the Plan’s Standing Revision Committee (SRC),
Roar Sanden, Norwegian Hull Club and Member of the SRC, Radmil Kranda, Gard and Chair of the
Cefor Young Plan Group, and Nic Wilmot, Gard

Evolution of the Nordic Plan
One of Cefor’s most important tasks is to facilitate
the continuous evolution of competitive Nordic marine
insurance conditions in collaboration with shipowners,
trade associations and other affected stakeholders.
Although Cefor has its roots in Norway, it has evolved
into a Nordic organisation by attracting membership
from Finland, Sweden and Denmark. As a consequence,
the previous Norwegian Marine Insurance Plan was
developed into a common Nordic product influenced
by Danish, Finnish and Swedish conditions. The Nordic
Marine Insurance Plan of 2013 (the Nordic Plan) came
into effect on 1 January 2013.

The Nordic Plan Agreement
The Nordic Plan, with its extensive commentaries, is
developed in cooperation between shipowners and
insurers with input from other industry stakeholders.
This makes it a genuinely agreed document.
The collaboration is regulated through the Nordic Plan
Agreement1. The parties to this Agreement are the
1

Nordic Association of Marine Insurers (Cefor) and the
Danish, Finnish, Norwegian and Swedish Shipowners’
Associations.
Some key features of the Nordic Plan Agreement are;
• A Standing Revision Committee (SRC) has the task
of revising the Plan.
• The parties to the Agreement may propose changes
to the Plan, and if all parties agree, the SRC has the
task of drafting amendments to the Plan text and
Commentary.
• The SRC, recently expanded from 15 to 17 members,
consists of Chair and Secretary from the Scandinavian
Institute of Maritime Law in Oslo, one Nordic
Average Adjuster, seven representatives from
the four shipowners’ associations and seven
representatives from Cefor.
• The revision of the Plan takes place every three years.
However, it can be agreed to extend or shorten the
time between revisions so that flexibility and
adaptability is provided for.
This structured process allows the Nordic Plan to evolve

Available at http://cefor.no/Clauses/Nordic-Plan-2013/
NORDIC MARINE INSURANCE PLAN – THE PROCESS
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to meet market needs and provides a forum for
reconciling conflicting views.

Anyone can make suggestions

In order to consider and propose amendments to the
SRC, Cefor has established its own Plan Revision Forum,
where expert representatives from all Cefor members
meet to discuss issues and suggested improvements.
Cefor’s delegates to SRC are appointed from the Plan
Revision Forum members.

Only the parties to the Plan Agreement are entitled to
make submissions to the SRC. However, anyone can
make suggestions to either Cefor or the shipowners’
associations. Currently, both Cefor and shipowners are
working independently to decide what issues and
suggestions they wish to raise with the SRC. These must
be submitted by 1 June 2017, so suggestions for the
2019 version of the Nordic Plan should be made as
soon as possible.

Cefor Young Plan Group

Summary: Unique features of the Nordic Plan

The Young Plan Group is a newly established initiative
as part of the 2019 Plan revision process. The group is
formed of young delegates from Cefor members.
Its purpose is to assist the Plan Revision Forum with
ad-hoc tasks. In addition, the Group reviews and
challenges some of the established clauses with a fresh
mind-set. The Young Plan Group demonstrates Cefor’s
commitment to develop competence and maintain
continuity of expertise.

• The Plan provides contract certainty because all the
standard shipowners’ insurances other than P&I are
coordinated in a single document and it is supported
by a comprehensive Commentary.
• It is regulated by a formal agreement between
shipowners and insurers. It is truly an agreed document.
• There is an effective process for continual
maintenance so that the Plan can evolve to meet
changing needs.
• Anyone can make suggestions or comments during
the revision process by contacting the parties to
the Plan Agreement.

Cefor Plan Revision Forum

Shipowner forum
The shipowners’ associations have established similar
internal working processes in order to agree proposals
to be made to the SRC. These processes include
consultation with brokers.

NORDIC MARINE INSURANCE PLAN – THE PROCESS
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LAY-UP OF MOBILE
OFFSHORE UNITS
By: Georg Nygaard, Norwegian Hull Club and deputy chairman of the Cefor Offshore Energy Forum and
Elisabeth Drægebø, Norwegian Hull Club.

According to Clarksons, as of January 2017 there were
more than 450 Mobile Offshore Units (MOUs) in lay-up
worldwide. The fact that an MOU has been laid up does
not eliminate the risk of any claim by the assured against
the insurer. Insurers have already seen several examples
of this. As the number of units in lay-up is expected to
increase further in 2017, Cefor has increased the focus
on risks related to MOUs in lay-up.
The Cefor Offshore Energy Forum consists of members
from Gard, If, Norwegian Hull Club, Nordisk, Skuld and
the Swedish Club. During the autumn of 2016, the Forum
realised that there was great uncertainty with regard to
the various requirements and practices in the Nordic
market when dealing with a MOU in lay-up. The Forum
also saw varying levels of understanding and knowledge
in the insurance market of how the MOUs in lay-up are
followed up by classification societies, flag states, port
authorities and other stakeholders. The Offshore Energy
Forum acknowledged the need for increased awareness,
and at the end of 2016 a Best Practice Guidance for
lay-up of MOUs related to the insurance contract was
prepared.
The guidance is intended to give advice on best practice
for the lay-up of MoUs in accordance with the Nordic
Marine Insurance Plan (the Nordic Plan). It should be
emphasized that this guidance does not present any

changes to the Nordic Plan. The result was presented
to brokers, insurance companies and owners in a seminar
in Oslo on 12 December.
A summary of the guidance is given in this article.

Insurance implications
According to Clause 3-26 of the Nordic Plan (Ships
laid up), owners of ships and MOUs that are to be laid
up must prepare a lay-up plan, to be submitted to the
insurer for approval. The plan must be followed while
the MOU is laid up.
In the commentaries to Clause 3-26 it is stated that
a lay-up plan should resolve four issues; it should:
1. state where the MOU is to be laid up
2. set out guidelines for mooring while the MOU is
laid up
3. provide guidelines for supervision of the MOU
4. contain rules on minimum number of crew
These four issues, representing the “approval”
requirement according to the Plan, are linked to the
safety of the MOU during the lay-up period. However,
the issues do not reflect what a complete lay-up plan
should include, which will vary according to the type
of lay-up.

LAY-UP OF MOBILE OFFSHORE UNITS
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To give some advice on topics for consideration in
a lay-up plan, a checklist is provided in a separate box
on p. 15.
Although not linked to Clause 3-26, it is recommended
that the assured should include preservation and
maintenance of the MOU and its equipment in the
lay-up plan, and also maintain a log of any such activities.
Clause 18-19 concerning inadequate maintenance will
apply regardless.
Another vital requirement for insurance coverage is
that the MOU must be classed (see Clause 3-14 of the
Nordic Plan). However, as described in the commentaries
to Clause 3-26, it is acceptable to amend the class status
from “operational” to “laid up”.

When and how insurers should
be advised and involved
It is recommended that the assured notify the insurers
early in the planning of an upcoming idle period by
gathering as much of the information from the checklist
as possible. Based on the information provided, the
insurers will assess whether the idle period is to be
considered as a lay-up in the meaning of Clause 3-26,
and to further consider whether they will require
a third-party review of the lay-up plan and lay-up
arrangements.

The insurers do not require a lay-up plan for a MOU in
standby mode with full crew on board. For all other
idle modes, the general rule is that a lay-up plan must
be prepared and followed by the assured, and approved
by the insurers.
The insurers must be advised if there are any changes
to the lay-up plan or arrangements during the lay-up
period, or if the MOU is to be moved temporarily or
permanently.
Furthermore, the insurers should be advised as early
as possible when a decision is made to reactivate the
MOU. This is in order for the insurers to review the
extent to which a reactivation survey needs to be carried
out, and to allow for the involvement of the surveyor
at an early stage of reactivation and re-commissioning
planning.

Lay-up return
The assured has a right to demand negotiations for
a reduction in premium, as per Clause 6-6 of the Nordic
Plan. Such a request will trigger an assessment by the
insurers to determine whether their risk exposure
is reduced when the MOU is laid up. This assessment is
a separate evaluation from the requirements linked to
the lay-up plan.
Next page: Checklist for evaluation of a lay-up plan

LAY-UP OF MOBILE OFFSHORE UNITS

14

CHECKLIST FOR EVALUATION OF A LAY-UP PLAN
1) General; where the MOU is to be laid up
•
•
•

•

MOU lay-up position:
Latitude and longitude
Port/city/country
Geographical characteristics
(including surrounding vessels, harbours,
shallow banks etc.)
Geopolitical conditions
(such as potential strikes, unstable political
climate etc.)

Type of lay-up (describe condition;
hot/cold etc.):
• Planned duration of the lay-up
• Planned activities during lay-up
(i.e. bunkering, moves, other logistics)

•
•
•
•

Involvement and follow-up including planned
visits to undertake surveys by:
Classification Society, including class status
Flag state
Local port authorities
Any other third parties

3) Supervision of the MOU

Security:
• ISPS port status
• Theft/vandalism/piracy
Power supply:
• Dependent on type of lay-up (hot/cold),
generator or shore supply
• Emergency power arrangements
•
•
•
•

Emergency contingency plan:
Fire management
Water integrity
Navigation lights, fire and bilge alarms
Support from port authorities
Readily available supply of spares equipment

4) Minimum crew

Manning
• Crew number and positions and functions/
responsibility during lay-up
• Own crew, regular crew or external service
provider

Name of the person/entity responsible for
implementing and follow-up of the lay-up plan
2) Mooring and stability

Evaluation of lay-up location (sheltered from
heavy wind, currents and swells):
• Weather forecasts, monitoring/statistics
• Natural hazards

•
•

•
•

Third party approval of location and mooring
arrangements:
Seabed analysis if applicable (jack-up rigs)
Considerations with respect to minimum distance
to separately laid up units, anchored vessels
or shore
Mooring watch/mooring integrity
Emergency operations of mooring winches
Ballasting considerations

LAY-UP OF MOBILE OFFSHORE UNITS
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AUTONOMY
GAINING TRACTION
In November, the UK’s Automated Ships Ltd. and Norway’s Kongsberg Maritime announced
a memorandum of understanding to build the world’s first unmanned and fully automated
vessel for offshore operations.The vessel is expected to be in operation in 2018, and more
projects are reported to be near completion within the next few years.
Stepwise progress

Regulatory challenges

An unmanned vessel may be either fully automated or
remote controlled. Most likely, there will be a number
of variations and a stepwise progress in which automated
technologies are used to support decisions and perform
certain manoeuvres.

For unmanned vessels to become a reality, the regulatory
framework must be in place. Requirements concerning
the person in command of a vessel, sufficient manning,
training and proper lookout will most likely have to be
amended in international conventions (SOLAS, STCW,
COLREG). Amending IMO conventions is time-consuming.
Although the process has barely started, it is likely to
gain support with industry and government-run projects
in the UK and Norway currently taking a lead.

The development is driven by industry and governmentrun projects such as the Advanced Autonomous
Waterborne Applications (AAWA) project backed
by the Finnish Government and with key players such
as Rolls-Royce and FinnFerries. The EU-sponsored
research project MUNIN (Maritime Unmanned
Navigation through Intelligence in Networks) was
completed in August 2015, and Norway opened
the world’s first designated test area for autonomous
vessels in October 2016. A UK-sponsored project
– the Machine Executable Collision Regulations for
Marine Autonomous Systems – is looking into regulations
and matching navigation algorithms for unmanned vessels.
There are also myriad research and commercial projects.

In addition to the regulatory and liability aspects,
insurers also need to address the risks related to new
technologies and the internet of things. Cyber-attacks,
connectivity, complex technologies, and autonomyassisted accidents are among the challenges. Insurers will
expect classification societies to become involved in
the approval of big data and automated operational
procedures in order for these to be insurable in
the future.

Cefor recognises the need for insurers to keep abreast
with this development.

AUTONOMY GAINING TRACTION
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THE CEFOR MARINE
INSURANCE MARKET 2016
MARKET SHARES, ALL SECTORS
Gross premium income, direct insurance 2016: USD 1,705.3 million
USD 1= EUR 0.9041
Hull
P&I
Offshore energy
Cargo

Total
Hull1
Gard
Norwegian Hull Club
The Swedish Club
Codan
HDI Global SE Filial Norge
Skuld
If
Alandia Insurance
Gjensidige2
Møretrygd
Fender Marine
Tromstrygd
Total
DNK (war risks)
Offshore energy
Gard
Skuld
Norwegian Hull Club
The Swedish Club
If
Total
DNK (war risks)
P&I
Gard
Skuld
The Swedish Club
Norwegian Hull Club3
other Cefor members4
Total
DNK (war risks)5
Cargo6

EUR mill.
510,7
934,2
79.5
17.4

USD mill.
564,8
1,033.3
87.9
19.3

%
33.1 %
60.6 %
5.2 %
1.1 %

1,541.7

1,705.3

100.0%

152.6
112.6
46.6
32.1
31.6
31.5
28.3
26.5
19.8
7.8
4.4
3.2
497.1
13.5

168.8
124.6
51.5
35.5
35.0
34.8
31.3
29.3
21.9
8.6
4.8
3.6
549.9
15.0

30.7 %
22.7 %
9.4 %
6.5 %
6.4 %
6.3 %
5.7 %
5.3 %
4.0 %
1.6 %
0.9 %
0.7 %
100.0 %

36.3
19.3
17.2
4.6
0.3
77.6
1.8

40.1
21.4
19.0
5.0
0.3
85.8
2.0

46.7 %
24.9 %
22.1 %
5.9 %
0.3 %
100.0 %

559.8
268.0
94.6
6.9
4.7
934.0
0.2

619.2
296.4
104.7
7.6
5.2
1,033.0
0.3

59.9 %
28.7 %
10.1 %
0.7 %
0.5 %
100.0 %

17,4

19,3

1

Hull, hull interest, freight interest, loss of hire,
builders’ risks, fishing (catch & gear)
2
Includes coastal marine clubs
3
Charterer’s Liability
4
Alandia Insurance, Møretrygd, Tromstrygd,
Gjensidige, Codan
5
Cruise vessels only; for other vessel types,
P&I coverage is included in hull war premium
6
Norwegian income Cefor members only
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THE NORDIC MARINE
INSURANCE STATISTICS
(NOMIS) 2016
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OCEAN HULL TRENDS
CLAIMS IN LAY-UP
An actuary would perhaps describe the 2016 claims picture from the Nordic Marine Insurance Statistics (NoMIS)
as “benign”. An underwriter might conclude equally laconically: “He who sleeps does not sin”. The question is: what
happens when the sleeping beauties return from lay-up?
It is safe to say that 2016 was an unusually good claims year. In 2015, both the total loss frequency and the claim cost
per vessel were increasing. We then warned that the floor for a positive long-term trend had been reached, and that
the risk of constructive total losses was on the rise. However, one year later, the positive long-term trend continues
and the volatility and impact – or absence – of larger claims become even more apparent in the claims statistics.
In this article, we will first give an update on the claims impact in 2016, and then try to find possible explanations for
the current situation.

SIZE MATTERS - MORE THAN EVER
The year 2016 is characterised by an absence of major claims and total losses. Graph 1 shows the claim cost per
vessel. The upper curve in this graph represents all claims, while the lower one disregards total losses. Each time there
is a big gap between the two curves, it is safe to assume that expensive total losses hit the portfolio. Excluding total
losses causes the red curve to drop down from the blue, which includes all claims. This is the case for the years 2006,
2012 and 2015, when very expensive claims hit the book.

1: Ultimate partial and total claim cost per vessel (USD), by date of loss
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On the other hand, in 2013, 2014 and 2016 the two curves show an entirely opposite behaviour. In these years,
the general absence of expensive total losses brings the two curves close to each other.
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Another way of visualising the impact of large claims is graph 2. The curve illustrates the cost of claims above
USD 10 million as a percentage of the total claims cost in the same year.

2: Claims in excess of USD 10 million as % of total claims cost
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2012, with the biggest loss in recent history, the “Costa Concordia”, stands out. So, if the year 2012 was the “Year of
the Titans”, it would be fair to find a suitable antonym for 2016.

YEARS OF TITANS – YEARS OF TRIFLES
Recapping previous years, graph 3 shows how 2014 impressed with only a few claims over USD 10 million and even
fewer over USD 30 million. 2013, on the other hand, saw two extremely costly partial claims over USD 60 million
each and was only topped by 2012, probably justifiably named “The Year of the Titans” back then. No fewer than
five costly total losses hit the book in 2012, including the “Costa Concordia” claim. However, it appears that 2012 was
an outlier in an overall positive 10-year trend.

3: Claim per vessel (USD), by date of loss
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As graph 3 illustrates, 2016 enters history as the year that…
• …there is a complete absence of claims > USD 30 million for the first time in 10 years.
• …the two most expensive claims combined do not even reach USD 30 million.
• …the number of claims > USD 5 million is record low.
These figures are not only graphically imposing, their statistical impact is quite momentous. Four years after the
“Year of the Titans”, the absence of Greek deities plays a large role in the record “Year of the Trifles”.
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SMALL CLAIMS – TREATMENT WITHOUT THE BITTER PILLS
If the 2016 claim figures were scrutinised by a professional physician, he would be pleased with the change in severity.
However, as a physician usually checks more than one health indicator, it is as important to check the claims frequency
as well as the severity. In line with the observations of severity, all frequency intervals – except one – also show
a downward trend. The absence of major claims and reduction in medium sized claims push down most figures.
The only claims interval that shows a 2% increase in frequency is claims below USD 10,000. This is probably also
the claims interval that is easiest to target for shipowners and insurers. A relatively small amount of additional effort
– in the form of increased loss prevention initiatives or better security awareness education – can make a real impact
in reducing the number of these claims that would otherwise have the potential to grow in size. Writing off the
increase of small claim frequency as “noise” does not accommodate a low-frequency environment.

DECADE OF POSITIVE CLAIMS FREQUENCY
The claims frequency has fallen from a peak of 34% in 2008 to a long-term low of around 23% from 2014 onwards.
Possible explanations for this favourable development are higher deductibles, reduced vessel utilisation due to overcapacity, and slightly younger but bigger vessels in the portfolio. In addition, a strong US dollar against most major
currencies made it less expensive for insurers to settle claims, as a significant proportion of the insurers’ claim costs
and expenses are nominated in currencies other than US dollar. Most of these parameters continue to affect the
frequency favourably.

4: Claims frequency, by date of loss
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5: Claims frequency – by intervals of claim cost, by date of loss
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TOTAL LOSSES – VOLATILE AS EVER
For almost two decades, the trend for total losses has shown only one tendency: downwards. After the hike in 2015
to 0.12%, 2016 again sees the long-term trend levelling out in the frequency corridor of 0.05-0.1%. The volatility
of the total loss frequency can be observed in the jagged curve in graph 6. However, the potential influence of
constructive total losses (CTL) is a bit harder to identify.

6: Long-term frequency of partial and total claims, by date of loss
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Since 2010, the average sum insured in the portfolio - including new and renewed vessels – has decreased continuously.
During the same period, the average partial claim per sum insured has not fallen equally (graph 7). As a result, the
probability of a constructive total loss has increased.1 Supporting this argument, the Cefor portfolio as of December
2015 showed an increase in the frequency of total losses, as well as of losses exceeding 50% of the sum insured.2
Although 2016 is free from any costly total losses, two important facts must be kept in mind: Total losses are extremely
volatile, and, as history shows, there is no reason to expect that their current low number can be repeated year-on-year.
As proven by the “Year of the Titans”, the effect of total losses can be very significant. In addition, while the presented
total loss frequency is across the whole portfolio, it may vary substantially depending on vessel segments.

7: Average sum insured (USD) and partial claim per sum insured, by date of loss
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According to Clause 11-3 of the Nordic Marine Insurance Plan, a constructive total loss
(CTL) is defined as a claim exceeding 80% of the sum insured (www.nordicplan.org).
To cater for currency conversion issues, the Cefor Statistics Forum includes in its total loss
statistics all claims exceeding 75% of the sum insured.
See Cefor Annual Report 2015.
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CLAIMS BY TYPE OF CASUALTY
In terms of frequency, machinery claims are the most frequent individual claim type and account for 39% of all claims.
The combined total of all nautical-related claims (grounding, collision, contact, and ice) accounts for 41% of the total
number of claims, with contact claims (i.e. one vessel colliding with another “non-vessel” object) showing the highest
frequency.
In terms of cost, the breakdown among claim types is more volatile. Since engine-related claims include many minor
claims, their relative impact on cost is lower. Fire/explosions represent fewer but expensive claims. In 2016, some
costly groundings secured their spot on the podium of most expensive claims.

Breakdown of claims by type of casualty, by date of loss
8a: Numbers (%), 2012-2016, by date of loss

Machinery - 39%
Fire and explosion - 2%
Collision - 11%
Contact - 22%
Grounding - 8%
Heavy weather - 2%
Ice - 0.2%
Other - 16%

8b: Cost (%), 2012-2016, by date of loss

Machinery - 34%
Fire and explosion - 14%
Collision - 10%
Contact - 7%
Grounding - 22%
Heavy weather - 3%
Ice - 0.2%
Other - 10%
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DEVELOPMENT OF CLAIMS OVER USD 500,000 BY TYPE
One notable trend over past years was towards more expensive machinery claims. In 2007, the number of machinery
claims in excess of USD 500,000 exceeded the number of navigational related claims for the first time. In the years
since then, both frequencies have improved significantly, but the frequency of machinery claims is still slightly higher
than the navigational related frequency.

9: Frequency of claims > USD 500,000 by type of claim, by date of loss
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IMPACT OF CURRENCIES AND COMMODITIES
With a variety of currencies in the portfolio and claims not necessarily being paid in the same currency as premiums,
exchange rates are an important parameter. The effect of a strengthening US dollar between 2012 and 2015 might
have had a bearing on the positive claims trend: a significant proportion of insurers’ claim costs and expenses are
denominated in currencies other than USD (e.g. labour costs for vessel repairs and regionally sourced spare parts
are paid for in the repair yard’s respective local currency). In 2015, the USD appreciation coincided with a period
of reduced costs for raw materials such as steel and other metals used in vessel repairs (measured in USD).
In consequence, repair costs were reduced and the value of a fixed USD deductible increased. However, leading
indicators such as the steel price now have some tailwind, and prices (denominated in USD) are on the rise.
As inflation in Europe and the US is picking up, some investors expect that the US Federal Reserve System (FED)
will further reduce its quantitative easing in 2017. Hence, the positive effect we have seen from a strong US dollar
and relatively low priced material costs should not be taken as given forever.

10: Iron ore, World Bank Commodity Price Data (USD/dmtu3)4
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2001-2012: THE FLEET BECOMES YOUNGER AND MORE EXPENSIVE
Over the years 2007 to 2009, an increasing number of newbuilt vessels entered the portfolio. The outlook for
seaborne trade was bright, and capital poured into the market. Even after this shipping boom, the influx of newbuilds
influenced the NoMIS portfolio. From 2001 to 2012, the average age of a vessel decreased from 14.1 to 11.7 years.
Strongly correlated, the average sum insured constantly increased, eventually peaking in 2011.

…2012-2016: FEWER NEWBUILDS
World shipbuilding activity slowed down significantly from 2011, and settled at a long-term low level from 2012.
Vessels that had been ordered before the financial crisis continued to be delivered in the following years. This built
up even more overcapacity. After the crisis set in towards the end of 2008, shipyards received less orders and even
contracted orders were cancelled. For the NoMIS portfolio, this means that the influx of more modern and younger
vessels slows down. Evidence of this can be observed as the percentage of the youngest vessels in the 0-5 year range
dropped to 24% in 2016 from an average of 31% for the period 2011-2015 (with the maximum share of
34% reached in 2011).5 Graph 12 illustrates how the influx of newbuilds into the NoMIS portfolio influences
the average age over time.

11: World fleet: Deliveries > 5,000 gross ton, by year of build
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Source: Lloyds List Intelligence “World Fleet Update”, vessels with IMO-no., all vessel statuses, as of January 2017.

12: Average age, and newbuilds as % of NoMIS fleet
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…TODAY: INSURED VALUES CONTINUE TO DECREASE
The insured values of vessels reacted much faster to the shipping crisis than shipyards’ order books, and the trend of
falling values, which started in 2009, is still unbroken. Graph 13 illustrates the annual change in insured values looking
at only renewed tonnage (thereby excluding new entries, which often are newbuilds that drive up the average sum
insured). In 2009, insured values plummeted significantly for the first time in years. In stable market conditions, a slight
reduction in the sum insured per vessel due to the ageing factor is expected. However, a 15% drop is not considered
normal, and neither is 7%, as 2016 figures indicate. Relevant factors when a shipowner assesses the value of his vessels
for renewal are the market value of the hull, mortgage value, value of the charter party and the cost of reconstructing
the vessel. The latter is seldom explicitly considered or stated, but highly relevant for the insurer who carries the cost
of repair.

13: Average annual change in insured values on renewed vessels
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The partial claim cost as a percentage of the insured value, and hence the risk of a constructive total loss, increases
if the insured value falls more than the repair cost. Graph 14 indicates the type of vessels that are currently most
exposed to this. Bulk vessels are highly vulnerable due to their sheer number and oversupply. The situation allows
charterers to easily pick and choose between their shipowner of choice with vessels lying idle waiting for cargo.
Consequently, their insured value has been decreasing for many consecutive years. In 2014, the situation worsened
also for supply/offshore vessels under the challenging market environment in the energy sector.
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OFFSHORE STILL UNDER OIL PRICE PRESSURE
Albeit OPEC’s careful reduction of oil supply, the world’s energy sector is still struggling with prices around USD
50-60 per barrel. The Nordic and international news has been filled with reports of lay-offs in oil majors and lay-ups
of rigs and supply/offshore vessels. Consequently, as their discounted net present value is one indicator for the sum
insured, the market value of supply/offshore vessels decreased. For the 2016 renewal, the roughly 11% reduction in
insured values is still much higher than the average reduction of other vessel types in the portfolio, with the exception
of bulk vessels. Graph 15 shows that the oil price generally correlates with the sum insured. The oil price that started
its cautious increase in the 2nd quarter of 2016 has yet to slow down the decrease in the value of supply/offshore
vessels.

15: Change in average sum insured (supply/offshore) on renewal & oil price (Brent)6
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While further lay-ups and a significantly downscaled market value will not help with premiums in this segment, they
may relieve insurers of some liability. However, as we have shown above, claim costs have not fallen in line with the
sum insured. The result of this interaction is a greater potential for constructive total losses.

SURVIVAL OF THE FITTEST
Many wild animals go into hibernation over a period of low food supply and demanding environmental conditions.
And as usual, humans learn from nature: vessels are being rigged for lay-up. As many segments are still suffering from
high oversupply, the risk of potential lay-ups is as prevalent as ever.
Anecdotal evidence suggests that lay-up reactivation poses an increased risk to insurers. The Cefor Statistics Forum
therefore carried out an analysis of container vessels that were laid up after the financial crisis in 2008/2009.
The result was somewhat surprising. Vessels in lay-up had a higher claim frequency than the active vessels both in
the years before lay-up and even more so in the years after lay-up. The same holds true when we split the data by
vessel age and size, so it cannot be explained by age and size characteristics of the vessels that went into lay-up.
One possible explanation could be that “problem vessels” were the most likely to go into lay-up and that the problems
prevail after lay-up. This “survival of the fittest” explanation could explain parts of the improvement in the claims
frequency in the years after the financial crisis. Graphs 16 and 17 illustrate these observations. They show the
performance of container vessels that went into lay-up over time and how both the frequency and severity curve
for the laid-up vessels are hovering above their counterparts. Only in the actual year of lay-up did the frequency
drop below the comparison group of vessels in operation.
Although container vessels still suffer from low freight rates and the first market consolidations have been observed,
offshore and supply vessels have recently shown the highest lay-up activity. Encouraged by the findings for container
6

World Bank Commodity Price Data:
http://pubdocs.worldbank.org/en/561011486076393416/CMO-Historical-Data-Monthly.xlsx
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vessels, the Statistics Forum carried out the same analysis on the offshore segment. Unlike the container segment,
the results showed that the performance of laid-up supply/offshore vessels was not significantly worse before they
were taken out of business. In our analysis, a non-operating offshore vessel during its time of lay-up had a claims
frequency that was lower (i.e. around 50% less) than that of an active vessel. Independent of the above analysis, it is
consequently fair to assume that the high number of vessels in lay-up currently pushes down the claims frequency
and contributes to the overall positive claims picture. It remains to be seen how the reactivation period plays out on
the claims frequency.

16: Claims Frequency – Active Container vessels versus Container vessels in Lay-Up in 2009
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17: Claim per vessel (USD – Active Container vessels versus Container vessels in Lay-up in 2009
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THE NOMIS
PORTFOLIO
Since 1985, leading members of Cefor have compiled and analysed statistical information relevant to their hull and
machinery insurance portfolio. In 2016, it was again possible to extend the scope of the NoMIS database substantially
with the integration of Skuld’s hull portfolio. By the end of 2016, the Nordic Marine Insurance Statistics (NoMIS)
database comprised 246,232 vessel-years and 71,311 claims for vessels with a registered IMO number. Including
small coastal vessels, the total number amounted to 402,681 registered vessel-years and 91,841 claims. These figures
encompass the underwriting years from 1985 to 2016. In 2016 alone, NoMIS members covered 14,688 vessels with
a registered IMO number (27,378 including small coastal vessels).

PORTFOLIO CHARACTERISTICS
Cefor members underwrite a wide range of tonnage. Coastal hull vessels account for about half of all vessels
registered in the NoMIS database. Due to the somewhat different characteristics of the ocean and coastal hull
segments, Cefor issues separate statistics for international ocean-going vessels with an IMO number and for
the Nordic coastal segment.

18: Breakdown of the ocean hull portfolio by type of vessel, year of exposure 2016
Container - 16%
Cargo - 8%
Bulk - 23%
Tank - 7%
Chemical/Product - 13%
LNG/LPG - 4%
Supply/Offshore - 11%
Car/RoRo - 5%
Passenger - 6%
Fishing - 3%
Other - 4.9%
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The Nordic Marine Insurance Plan received massive support from its introduction in 2013. Today it constitutes the
most commonly used insurance conditions for the Cefor ocean fleet, with a share of 37%. Other Nordic insurance
conditions are used for another 7.4% of the fleet. Of the rest, 26% are insured on English, 16% on German, and 9%
on US conditions (graph 19).

19: Breakdown of the ocean fleet by type of insurance conditions, 2016

Nordic Plan - 37%
Norwegian Plan - 5%
Danish - 1%
Swedish - 0.4%
Finnish - 1%
English (ITC hull) - 26%
German - 16%
USA - 9%
Other specified - 4%

For the coastal fleet, the picture is different. Since a major part of the coastal fleet consists of fishing vessels and local
ferries in Nordic waters, more than 90% of the coastal fleet is insured on Nordic terms.
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A comparison of the current Cefor fleet with the current world merchant fleet indicates the following market
participation:

CEFOR SHARE1 OF WORLD FLEET (WITH REGISTERED IMO NUMBER):
Gross Tonnage
1,000-3,999

4,000-6,999

7,000-10,000

>10,000
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2011 - 2016

14.6%

26.9%

20.7%
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36.6%
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12.5%

20.0%

37.9%

50.6%

33.7%

2001 - 2005

11.2%

22.0%

34.1%

57.2%

35.9%

1996 - 2000

16.6%

18.6%

25.5%

47.3%

30.9%

1991 - 1995

8.8%

12.6%

14.3%

29.4%

15.6%

1986 - 1990

6.6%

8.9%

15.3%

23.0%

10.5%

Year of build
Cefor share

<1986 or unknown
World fleet

3.6%

4.6%

5.4%

13.2%

4.9%

2011 - 2016

2,757

1,153

598

8,840

13,348

2006 - 2010

3,236

1,380

1,247

7,044

12,907

2001 - 2005

1,741

632

425

3,835

6,633

1996 - 2000

1,600

842

368

2,636

5,446

1991 - 1995

1,803

578

286

1,187

3,854

1986 - 1990

1,835

500

187

599

3,121

<1986 or unknown

7,666

1,637

529

1,364

11,196

Total Cefor share

9.1%

16.0%

25.5%

46.0%

26.1%

Total World fleet

20,638

6,722

3,640

25,505

56,505

As can be seen from the table, the Cefor members’ participation is highest for the largest and youngest vessels.
In the segment for vessels above 10,000 gross tons, NoMIS members write a share of nearly half of the 25,505 vessels
of this size in the world fleet.
Cefor members also write a significant portfolio of Mobile Offshore Units. These are not included in the NoMIS
database. The members participate in about half of the world fleet of Mobile Offshore Drilling units.

1

Cefor share’ calculated as the number of vessels partly or wholly covered by Cefor members
during the last two underwriting years, divided by the total number of vessels with registered
IMO number in the world fleet. World fleet numbers according to Lloyd’s List Intelligence
“World Fleet Update” as of January 2017.
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DATA
The article on p. 20 concerning ocean hull trends is based on vessels with an IMO number. The coastal hull
trends (article p. 36) are derived from vessels defined as “fishing” and any other vessel up to 5,000 gross tons
or 15 metres in length, but excluding supply/offshore vessels.

100% shares: All figures are adjusted to 100% of the vessel to provide as objective a picture of the claims
trends as possible. The figures are thus independent of the share underwritten by one single insurer or the
combined Nordic market share for the vessel.

Date of loss perspective (accident year): Unless otherwise indicated, all claims graphs reflect the
date-of-loss perspective, i.e. claims are grouped by the year in which the loss occurred, also called the accident
year, as opposed to grouping claims by the underwriting year, i.e. the inception year of the insurance coverage.
The date-of-loss perspective allows a more up-to-date picture of recent claims trends and more exact
estimation of the ultimate expected claims amount for the latest year.
IBNR adjustments thus represent only the expected adjustment of outstanding claims reserves for claims
incurred by 31 December, and no additional reserves for claims that will incur in 2017, but are attached to
the 2016 underwriting year.

Exchange rates: All figures in this report have been converted to USD, with the exception of the coastal
segment (article p. 36), in which figures have been converted to NOK. Paid claims have been converted into
USD (NOK) at the exchange rate in the month of payment. Outstanding claims reserves have been converted
at the December 2016 exchange rate.

NOMIS AND THE CEFOR STATISTICS FORUM
Nordic Marine Insurance Statistics (NoMIS) as presented in this report comprise data from:
Cefor member

Joined NoMIS in:

Data included for
underwriting years:

Alandia Insurance

2012

2005 – 2016

Bluewater Insurance

2004

2002 – 2008 (run-off)

Codan

2005

2001 – 2016

Gard

Co-founder of NoMIS
(then as Storebrand, Vesta)

1985 – 2016

Gjensidige – ocean

Co-founder of NoMIS

1985 – 2001 (run-off)

Gjensidige – coastal

2009

2000 – 2016

If

2008

1996 – 2016

NEMI

2004

2002 – 2009 (run-off)

Norwegian Hull Club

2003

1995 – 2016

Skuld

2016

2011 – 2016

The Swedish Club

2006

1995 – 2016

Tryg

2009

2003 – 2008 (run-off)

Zurich Protector Forsikring

Co-founder of NoMIS

1985 – 2002 (run-off)

Cefor members report data for the entire commercial fleet underwritten by their Nordic offices.

2

IBNR = Incurred But Not Reported = reserve for claims adjustments and registration backlog.
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FURTHER STATISTICS:
In addition to this report, “The 2016 Cefor NoMIS Ocean Hull Report” and “The 2016 Cefor NoMIS Coastal
Hull Report” are available from the Cefor website, with breakdowns of claims trends by e.g. vessel type and
age group. Half-yearly claims trend updates and other specialised analyses are also available at www.cefor.no/
statistics.

STATISTICS FORUM 2016:
Veith Huesmann, Gard (Chair)
Maria Wist Langmoen, If (Vice Chair – coastal hull)
Mathias Brunnsberg, Alandia Insurance
Roald Osland, Codan
Kari Opsjøn, Gjensidige
Christian Irgens, Norwegian Hull Club
Otto Rendedal, Skuld
Mats Lindau, The Swedish Club
Astrid Seltmann (Cefor Analyst & Forum Secretary)
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COASTAL AND FISHING
VESSELS SEGMENT
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COASTAL AND FISHING
VESSELS SEGMENT
Coastal hull statistics are a specific area of interest for NoMIS members, alongside the hull statistics for large
ocean-going vessels. For statistical purposes, the coastal portfolio includes all vessels classified as fishing vessels and
any other vessel up to 5,000 gross tons or up to 15 metres in length. Supply/offshore vessels are not included in
this segment since these are part of the ocean hull statistics.

PORTFOLIO CHARACTERISTICS
A total of 150,749 vessel-years and 29,067 claims were registered for the underwriting years 1985 to 2016 for
the coastal segment. 12,096 vessels were covered in the underwriting year 2016 alone. Of these, fishing vessels
comprised the largest component with 5,479 vessels, representing 46% of all vessels in this portfolio. The bulk of
the coastal segment originates from Gjensidige, If, Codan and Alandia, but all other NoMIS members also contribute
to this portfolio.

20: Coastal portfolio – Breakdown of vessels by type (%), year of exposure 2016

Cargo (Bulk, Cargo, Container) - 11%
Fishing - 46%
Passenger - 13%
Tank (Chemical/Product, LNG, LPG, OBO, Tank) - 3%
Other - 27%
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21: Coastal portfolio – Number of vessels by sum insured layers, by underwriting year
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From 2010, with the inclusion of more differentiated data from Norwegian coastal mutual clubs, the reported
number of small craft vessels with values below NOK 5 million, particularly fishing vessels, increased substantially.
In 2016, these low-value vessels represented 75% of the coastal segment (graph 21). The total number of vessels
in the coastal segment has stabilised around 12,000 reported vessels per year.
In contrast to the global nature of the ocean hull portfolio, the coastal segment is dominated by Nordic, particularly
Norwegian, small craft business. To provide a realistic picture of the actual claims trends for this portfolio and eliminate
distortions caused by exchange rate variations (graph 23), all graphs in the coastal section are shown in Norwegian
kroner (NOK) instead of USD.

22: Breakdown by currency, underwriting years 2012-2016

NOK - 61%
EUR - 9%
SEK - 14%
DKK - 5%
USD - 11%
Other - 0.3%

23: Index of exchange rates for Nordic currencies against USD
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BREAKDOWN OF CLAIMS BY TYPE OF CASUALTY
A high number of “high frequency – low severity” contact claims is typical for the coastal fleet. This is mainly due to
the high representation of fishing vessels that are liable to claims arising from their gear when fishing. However,
despite representing 36% (47% for fishing vessels) of all claims, contact claims do not account for more than 12%
(9% for fishing vessels) of the total claims cost.
Machinery claims account for 27% of all claims in terms of numbers, but a higher share (33%) of the total claims cost.
This is mainly due to the high share of contact claims, which have far less impact on the cost. Groundings and fire/
explosion claims usually follow the same pattern as the ocean hull fleet, with a relatively low frequency and a higher
percentage of the cost.
The typical major claim in the coastal portfolio does not exceed NOK 20 million. In this respect, both 2014 and
2016 were exceptional years. In 2014, there was one grounding with a cost of almost NOK 300 million, and in 2016
there were two claims exceeding NOK 100 million, one yacht and one LNG/LPG vessel.

Coastal portfolio: Breakdown of claims by type of casualty, by date of loss
24a: Numbers (%), 2012-2016, by date of loss

Machinery - 27%
Fire and explosion - 3%
Collision - 5%
Contact - 36%
Grounding - 12%
Heavy weather - 3%
Ice - 0.4%
Other - 14%

24b: Cost (%), 2012-2016, by date of loss

Machinery - 33%
Fire and explosion - 10%
Collision - 6%
Contact - 11%
Grounding - 23%
Heavy weather - 2%
Ice - 0.2%
Other - 15%
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Looking specifically at fishing vessels (graph 25), fire/explosion combined with machinery damage accounted for
about 50% of the claims cost.

Fishing vessels: Breakdown of claims by type of casualty, by date of loss
25a: Numbers (%), 2012-2016, by date of loss

Machinery - 25%
Fire and explosion - 3%
Collision - 2%
Contact - 47%
Grounding - 9%
Heavy weather - 2%
Ice - 0.3%
Other - 12%

25b: Cost (%), 2012-2016, by date of loss

Machinery - 34%
Fire and explosion - 16%
Collision - 10%
Contact - 9%
Grounding - 11%
Heavy weather - 3%
Ice - 0.3%
Other - 17%

NORDIC MARINE INSURANCE STATISTICS (NOMIS)

40

CLAIMS FREQUENCY: OVERALL POSITIVE TREND, STABLE FOR SMALL CRAFT
The overall claims frequency for this segment shows a long-term positive trend, decreasing from 27% in 2003 to
14% in 2012, since when the level has been relatively stable. The increased share of small coastal tonnage since 2010
contributes to the low claims frequency, which is a typical feature for smaller tonnage (see graphs 26 and 27, and
the extensive coastal hull report at www.cefor.no/statistics). Not only is the claims frequency for vessels with values
below NOK 5 million generally lower, it is also more stable than for vessels with higher values.
Another explanation for the overall downward trend is that the claims frequency for vessels with higher values
decreased substantially during this period. Generally speaking, several factors may have an impact on the claims
frequency, such as deductibles, weather conditions, economic framework and portfolio-related factors such as
vessel types and sizes.

26: Claims frequency per sum insured layer, incl. IBNR, by date of loss
60%

> MNOK 100
MNOK 20-100

50%

MNOK 5-20
MNOK 1-5

40%

All

<= MNOK 1
30%
20%

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

0%

2003

10%

For the coastal segment, unlike ocean hull, the frequency of total losses has been quite stable in recent years,
(graph 27), but goes also somewhat down in 2016. It is characteristic that the coastal portfolio has a substantially
higher total loss frequency than the ocean hull portfolio.

27: Overall and total loss frequency, incl. IBNR, by date of loss
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28/29: Claims frequency by type of casualty, by date of loss
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The frequency by type of casualty has improved over time for all types of claims. This is also the case for fire/explosion
claims.
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CLAIM COST TREND
The decreasing claims frequency, partly caused by a larger number of smaller vessels in the portfolio, has resulted in
a positive trend for the overall claim cost per vessel since 2010.
Although one costly grounding claim for almost NOK 300 million had a strong impact in 2014, and two claims
exceeding NOK 100 million hit the portfolio in 2016, this type of claim is not typical for the coastal segment. Excluding
these exceptional claims, the partial and the total claim cost per vessel have remained quite stable since 2012.
On the other hand, the most recent years show an increase in the average claim cost per vessel for rather small
claims below NOK 20 million. This increase may be related to an increase in the import prices of materials necessary
for repairing vessels in the Nordic countries, partly due to the strengthening of the US dollar.

30: Ultimate partial and total claim cost per vessel (NOK), by date of loss
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31: Claim cost per vessel, claims below NOK 20 million, by date of loss
70,000
60,000
50,000
40,000
30,000
20,000
10,000
0

2010

2011

2012

2013

2014

2015

2016

NORDIC MARINE INSURANCE STATISTICS (NOMIS)

43

The average claim cost per type of casualty is far more volatile than the claim cost per vessel. Major claims can
strongly influence the average cost in individual years, particularly for fire/explosions and nautical-related claims,
especially groundings and collisions. The situation for machinery claims is more stable. Since a historic peak in 2008,
the average claim cost related to machinery claims has decreased slightly.

32: Coastal portfolio: average claim cost per type of casualty (NOK 1,000), by date of loss
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33: Fishing vessels: average claim cost per type of casualty (NOK 1,000), by date of loss
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The average cost of machinery damage for fishing vessels is less than half the average cost for the coastal portfolio
as a whole. However, the impact of collisions and groundings on the average cost is stronger in the fishing vessel fleet
than for the total coastal portfolio.
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Claims trends need to be interpreted in relation to the characteristics of the underlying portfolio. This is especially
true for the coastal portfolio because of the increased share of fishing vessels and small coastal vessels from 2010
onwards.
To illustrate this, graphs 34 and 35 show the partial claim cost per vessel split into sum insured layers. For vessels with
insured values below NOK 5 million, the average repair cost has been quite stable over time. For vessels with higher
insured values, the cost per vessel is far more volatile, in particular when including total losses in the claims cost.
With relatively few high-value vessels in the coastal portfolio, single major claims, such as the aforementioned
grounding in 2014 and the two major claims in 2016, strongly affect the total claim cost per vessel in the year they
occur.
The partial claim cost per vessel for vessels with insured values below NOK 100 million has shown a positive trend
since 2010. The largest positive leaps had vessels with values between NOK 5-20 million between 2010 and 2013.
In the years 2014 to 2016, the partial claim cost per vessel was slightly higher again, but still far below the levels prior
to 2012.

34: Claim cost per vessel per sum insured layer (NOK)
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35: Partial claim cost per vessel per sum insured layer (NOK)
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A more detailed report on coastal hull claims trends is available at www.cefor.no/statistics.
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ORGANISATION & MEMBERS
PER 31 DECEMBER 2016
BOARD OF DIRECTORS

FORUMS

Christen Guddal, Chair
Chief Claims Officer, Gard

Cargo Forum Chair: Arild Larsen, If

Anne Systad,Vice Chair
Area Manager - Marine, Codan
Arne Gangdal
Head of Marine Practice, Gjensidige
Jonny Gangstad
Head of Commercial Marine Norway, If
Jan Limnell
Director, Alandia Insurance
Claes Lindh
Executive Vice President, Skuld
Tord Nilsson

The Forum discusses general market issues relating to cargo insurance
during transport and storage, and actively participate in the Nordic Cargo
Coordination Committee (NCCC).

Claims Forum Chair: Carl Morten Sundin, Norwegian Hull Club
The Forum discusses major, interesting or complex casualties and rulings that
are publicly known, and claims issues of general interest to the members.

Coastal and Fishing Vessels Forum Chair: Eirik Fosland,Tromstrygd
The Forum discusses general matters relating to insurance for coastal and
fishing vessels.

Offshore Energy Forum Chair: Liv Sand, Gard

Director, The Swedish Club

The Forum discusses general matters relating to hull, loss-of-hire, builders’ risks
and P&I insurance for mobile offshore units and specialised offshore vessels.

Hans Christian Seim
Chief Executive Officer,
Norwegian Hull Club

Plan Revision Forum Chair: Sveinung Måkestad, Gard

Göran Skuncke
Insurance Director,
Den Norske Krigsforsikring for Skib

ADMINISTRATION
Helle Hammer

The Forum discusses and recommends changes to the Nordic Marine
Insurance Plan on behalf of Cefor, and gives advice with regard to marine
clauses and their wording.

Statistics Forum Chair: Veith Huesmann, Gard
The Forum is responsible for the Nordic Marine Insurance Statistics (NoMIS)
database. For more information, see article on page 19.

Managing Director

Technical Forum Chair: Steinar Sivertsen, Norwegian Hull Club

Viggo Thomas Kristensen
Legal Counsel

The Forum discusses technical and operational subjects and matters of general
interest to the members, and issues proposals and expert recommendations
where appropriate.

Astrid Seltmann
Analyst / Actuary

Underwriting Risk Forum Chair: David Bellamy, Norwegian Hull Club

Hilde Spro
Office Manager

The Forum works to enhance the knowledge and understanding of existing
and emerging risks that are affecting the shipping and offshore energy industries.

MEMBERS
• Alandia Insurance
• Codan
• Den Norske Krigsforsikring for Skib (The Norwegian
Shipowners’ Mutual War Risks Insurance Association)
• Fender Marine
• Gard
• Gjensidige
• HDI Global SE Filial Norge
• If

•
•
•
•
•
•

Industriforsikring
Møretrygd
Nordisk Skibsrederforening (Nordisk Defence Club)
Norwegian Hull Club
Skuld
The Swedish Club (Sveriges Ångfartygs Assurans
Förening)

• Tromstrygd
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