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CEFOR IN BRIEF...

Cefor, the Nordic Association of Marine Insurers, represents marine
insurers in the Nordic countries. Our objective is to further enhance the
Nordic lead market and promote the members' common interests on
key issues for the marine insurance industry.

In order to advance our purpose the Association shall endeavour:

I. to make available to its members appropriate statistics from the NoMIS database to
support the activities of the individual members and the general objectives of the
Association,

2. to contribute to the provision of educational programmes securing adequate
competence development and expertise among its members,

3. to facilitate continuous evolution of competitive Nordic marine insurance conditions
in collaboration with customers, trade associations and other affected parties, and

4. to 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.

The members of Cefor engage in

* hull and machinery insurance
(ocean and coastal)

* protection and indemnity insurance

* cargo insurance

* legal defence

* war risks

» offshore energy insurance

The Cefor mission:

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.
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THE 2011 CEFOR YEAR IN REVIEW

Notwithstanding unstable financial- and shipping markets, 201 | was a year for Cefor and its members to

celebrate as the Association marked its 100th anniversary.The history of Cefor and the ever-evolving Nordic

marine insurance market was presented in a centenary book written by maritime historian Dag Bakka jr. with

contributions from seven authors on more specific topics shaping the industry. The Cefor history was naturally

linked with innovations and market changes in the shipping industry. The book was published in conjunction

with the centennial conference and dinner in Oslo on 7 April.

Statistics

The 201 | claims trends and more
detailed information about the Nordic
Marine Insurance Statistics (NoMIS)
database are presented in a separate
section starting on page 7.

Cefor compiled and published specific
NoMIS reports for ocean and coastal hull
claims trends, including mid-year updates.
A project aimed at simplifying reporting
to and improving data quality in the
NoMIS database was completed in 201 1.

A master thesis investigating the
complex interdependencies between
macroeconomic factors and hull claims
cost, was presented in June. The study,
initiated by Cefor and supervised by the
Norwegian School of Economics, followed
up on a previous similar master thesis,
focusing in particular on the effects of, and
developments after, the late-2000's global
financial crisis.

Cefor fulfills a vital role on the Inter
national Union of Marine Insurance's
(IUMI's) Facts and Figures Committee.
This included the Cefor actuary's
traditional responsibility for compiling
data and presenting the “Global Marine
Insurance Report 201 " at the IUMI
Conference in Paris.

In addition to preparing its own updated
version of a repair cost index for coastal
hull business, Cefor also provided annual
claims cost data to fine-tune IUMI's repair
cost index for international hull business.

Cefor Academy

One-year part-time programme

A record number of candidates applied
to the comprehensive Nordic marine
insurance education programme, designed
to give students a good general under-
standing of the many aspects of marine
insurance. Lecturers during the six sessions
comprise experts from Cefor member
companies, a Norwegian law firm and an
Average Adjuster.

28 new students were accepted into the
2011-2012 programme in August, which
runs until June 2012.The next programme
is due to commence in August 2012.

Plan training course

A three-day training course specifically
targeting the Norwegian Marine Insurance
Plan of 1996 is offered by Cefor and the
Scandinavian Marine Agency (SMA).
Three courses were held in Oslo during
the reporting year, with more than

70 participants and a waiting list for future
courses.

The Cefor year in review

Executive summary

*Celebrating 100 years at the service of
quality marine insurers.

* Statistics — up-to-date claims trends
for ocean and coastal hull.

* Cefor Academy — competence-
building in high demand.

* Nordic Plan Agreement — expanding
the world's most comprehensive set
of insurance conditions.

* Framework conditions — private
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armed security guards and new
solvency regime high on the agenda.



Adjusting course

An advanced training course in adjust-
ing was jointly launched by Cefor and
SMA early in the year. Challenged by the
differing level of experience among the
|6 participants and a strong interest from
the market, the course was thoroughly
evaluated towards the end of the year.

A decision on future courses will be
made early 2012,

Marine Insurance Clauses

The Nordic Plan 2013

On 3 November 2010 an agreement on
the drafting of a Nordic Marine Insurance
Plan was reached. The five signatory
parties are:the Norwegian Shipowners'
Association, the Danish Shipowners'
Association, the Swedish Shipowners'
Association, the Finnish Shipowners'
Association and Cefor. The Nordic Plan
will be based on the Norwegian Marine
Insurance Plan of 1996,Version 2010, with
its tried and tested solutions based on the
all risks principle and with provisions
designed to support the well-known
Nordic claims handling model. The Plan
will come into effect from | January 201 3.

A permanent Standing Revision Commit-
tee (SRC) is given the task of drafting the
first Plan. The Committee is chaired by
Professor Trine-Lise Wilhelmsen at the
Scandinavian Institute of Maritime Law,
University of Oslo, and comprises twelve
members from the five signatory parties
with the added expertise of a Nordic
Average Adjuster representative.

The Cefor Plan Revision Forum conclud-
ed its work on Nordic Plan amendments
to Chapters I-17 and most of Chapter
19 in December and submitted its
proposals to the SRC. Chapter |8
proposals will be forwarded early 2012.

Coastal and fishing vessels clauses

The insurance conditions for hull
insurance of lighters, pontoons and similar
floating objects were revised and issued
as Cefor Form No. 269 in September.

The insurance conditions for commercial
vessels smaller than |5 metres or 25 gross
tons were revised and issued as Cefor
Form No. 270 in the same month.

Framework conditions

The overall objective of Cefor's frame-
work-related activities is to promote
legislation and industrial policies that are

conducive to a sustainable and prosperous
Nordic marine insurance market.

To operate efficiently, marine insurance
and shipping are international industries
that depend heavily upon the global
regulatory framework. Cefor is a strong
supporter of international, as opposed

to regional or domestic, regulation of an
essential global industry.

In spite of all efforts to avoid accidents

at sea, they do happen and we should

all learn from them. Marine insurers gain
knowledge of incidents and underlying
causes through a large portfolio of claims.
The Nordic market believes in sharing this
knowledge and our observations with the
shipping community in a joint effort to, if
possible, avoid the risks or minimize their
consequences.

The International Union of Marine Insurance
(IUMI)

IUMI is registered as a non-governmental
organisation in consultative status with
the International Maritime Organization
(IMO), and also represents the global
marine insurance industry in the Interna-
tional Oil Pollution Compensation (IOPC)
Funds discussions. Through the IUMI
membership, Cefor addresses the needs
of its members at an international level.

The International Maritime Organization
(IMO)

In July 2011, the Marine Environment Pro-
tection Committee (MEPC 62) approved
an Energy Efficiency Design Index (EEDI)
due to enter into force on | January
2013, with an additional two-year window
for passenger ships and ro-ros. Cefor
shared the concern expressed by industry
voices over under-powered ship designs
and de-rated engines as a “quick fix" in
achieving the required EEDI rather than
innovation in hull and propulsion designs.

The sub-committee on Fire Protection
(FP 55) completed in July a seven-year
long review of the Fire Safety Systems
(FSS) Code, recommending a number of
stricter regulations to the Maritime Safety
Committee (MSC). Also for approval at
the MSC May 2012 meeting, the sub-
committee on Dangerous Goods, Solid
Cargoes and Containers (DSC) agreed in
September on a number of amendments
to the International Maritime Dangerous
Goods Code.The revised Code will come
into force | January 2014, but may be
implemented as of 2013. Cefor welcomes
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these more stringent safety measures.

With the new International Maritime
Solid Bulk Cargoes Code coming into
force, global regulations concerning the
more common solid bulk cargoes are to
be developed by the IMO. Pending these
regulations, and due to the recent
problems detected with liquefaction

of iron ore fines which has also been

a main concern of Cefor and IUMI,

the DSC agreed to issue a temporary
recommendation using granular fifters.
A correspondence group was formed
to determine methods for sampling and
testing, and critical liquefaction levels.

In September, the STCW-F Convention
on training and certification for fishing
personnel was ratified by the required

|5 Member States, including Norway,
Denmark and Iceland, and will enter

into force on 29 September 2012. Cefor
supports this convention, which sets the
certification and minimum training
requirements for crews of seagoing fishing
vessels of 24 meters in length and above.

Piracy

Piracy unfortunately continued to be at
the top of the international maritime
agenda. Cefor was one of many industry
associations supporting the international
SaveOurSeafarers campaign (www.
saveourseafarers.com), created to raise
awareness and influence the political will
to save the many seafarers currently held
hostage by armed gangs of Somali pirates.

2011 also saw an increasing number of
armed private guards on board ships,
with more flag states making regulatory
changes and guidelines being issued for
the use of such guards as a preventive
measure.

Cefor took part in a consultation process
concerning the use of private armed
guards on Norwegian-flagged ships,
arguing in favor of clarifications that
support shipping companies in their safety
assessments to secure crew, ship and
cargo off the coast of Somalia and in the
Arabian Sea Area.

Denmark launched a new strategy against
piracy, declaring amongst others a more
flexible application process in relation to
civilian armed guards.

Cefor strongly recommends that ship-

owners follow other passive and active
security measures as described by the
Best Management Practices (BMPs)
established to reduce the risk of hijack in
high risk areas.The use of armed guards
should only be considered by companies
as a supplement to, and not a replace-
ment for, implementation of effective BMPs.

Environmental salvage

Discussions on a possible amendment

of the Salvage Convention to allow the
introduction of a new environmental
salvage award continued through [UMI's
new Salvage Forum. Cefor is of the opinion
that marine insurers are better off keeping
the existing and well-functioning salvage
award system, worked out as a compro-
mise between all the various interests.
Unbalancing this system may cause
disputes and delay salvage operations and
settlements, and is for these reasons not
recommended by the Association.

Use of fuel — class involvement

The International Association of Class
Societies — IACS — confirmed in 201 |
that a Cefor and IUMI initiative for more
class involvement in relation to the use
of fuel onboard ships is being looked at
by their Machinery Panel. Given the large
number of engine claims evident from
our statistics, and with the introduction of
new low-sulphur requirements, the issue
remains high on the Cefor agenda.

Solvency Il

Solvency Il represents a fundamental
review of the capital adequacy regime for
the European insurance industry. The new
regime will come into force from 201 3.

A four-month delay in the political decision-
making on final rules until April 2012, has
caused some concerns for companies that
will have to comply with the new rules.

A consultation paper drafting regulations
for implementation of Solvency Il in

the new Norwegian Financial law was
presented late 201 |. Cefor commented
amongst others on the insecurity caused
by the above mentioned delay on final
guidelines, and the need for clarity and a
practical interpretation of the rules for
small, specialized companies.

An expert report appointed by Royal
Decree to suggest how the EU Directive
on Solvency Il can be implemented into
Swedish law, was delivered 21 October.
Public consultation is pending.

The Cefor year in review




The Cefor marine insurance market 201 |
Market shares, all sectors
Gross premium income, direct insurance 201 |: USD 1,623.4 million
USD I=EUR 0.7195 EUR mill. USD mill. %
Hull 594.8 826.7 509 %
P&l 4537 630.5 388 %
Offshore energy 97.1 1350 83 %
Cargo 225 312 1.9 %
Total 1,168.1 1,623.4 100.0 %
Hull!
Gard 180.1 250.3 32.1 %
Norwegian Hull Club 124.3 172.8 222 %
Codan 66.9 93.0 1.9 %
The Swedish Club 522 72.5 93 %
HDI-Gerling 435 60.5 7.8 %
If 365 50.8 65 %
Gjensidige? 24.5 340 44 %
Alandia’ 204 284 3.6 %
Meretrygd 8.6 12.0 1.5 %
Tromstrygd 35 4.8 0.6 %
Total 560.5 779.0 100.0 %
DNK (war risks) 343 47.6
P&l
Gard 374.0 519.8 82.5 %
The Swedish Club 654 909 14.4 %
Norwegian Hull Club? 9.5 13.2 2.1 %
Other Cefor members’ 43 59 09 % Riuliobigopli kil
Total 4532 6299  1000% Forsieguatchange Al oy
DNK (war risks)® 05 0.7 : i:;rdt;rertl;éifytdy If. Tromstrygd, Gjensidige, Codan
Offshore energy’ 97.1 135.0 6 ffﬁﬁﬁl:jsilshiﬂ'ywiflffﬁruf el ypes Pl covere
Cargo® 225 312 vl
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CALM BEFORE THE STORM...?

ULTRA LARGE CLAIM DEFIES CONCLUSIONS

2011 concludes a 3-year period of relative benign claim frequencies and severity, following the
costly 3-year period from 2006 to 2008. Claim frequencies now seem to be back to pre-shipping
boom levels. Bearing in mind that the beginning of 2012 brought what is probably the largest claim
ever in the history of NoMIS' we can already predict that 2012 will show a considerable increase
in total claim costs.

The turning point of the financial crisis

In the NoMIS reports? we show claims developments in consecutive 3-year periods. This year, the first period (2006-
2008) coincides with the shipping boom, while the latter period (2009-201 1) represents the years after the financial
crisis. The 2009-201 | statistics show a remarkably consistent improvement in terms of claim frequency and cost across
almost all segments (age, vessel type, tonnage).

The conditions for the shipping industry remain uncertain under the influence of the economic problems facing the
European economy. In a longer perspective, future claims trends are therefore equally uncertain.

Cost of minor claims up in 2011, fewer major claims

2011 did not see any claim in excess of 50 MUSD, and the impact of claims between 30 and 50 MUSD did not exceed
a long-term average level. In contrast to this absence of major losses, the drop since 2008 in the claim cost per vessel
for claims below | MUSD has definitely reversed and these claim costs are now increasing. This caused the slight upward
trend in the total claim cost per vessel in 2010 to continue in 201 1.As 2012 has already produced what is probably the
largest claim by far in NoMIS history, the claim cost per vessel will increase further in 2012.

Very large claims — significant impact on costs

In 2011, six claims with a cost in excess of 10 MUSD were reported in the NoMIS database. Despite not being severely
hit by major claims in 201 I, there is a long-term increase in the cost of the three largest claims per calendar year, as
shown in the graph “Cost of the three maximum claims per year”. This is a natural development seen in relation to the
general increase in the insured values of the vessels, more advanced and larger vessels entering the market, and general
market conditions.

In last year's Annual Report, we commented that “although we experienced the worst claim ever in 2010, there were
still 831 vessels, or 10% of all insured vessels, registered for underwriting year 2010 in the NoMIS database that had
values in excess of this claim”. In light of the January 2012 ‘Costa Concordia’ loss, this warning was regrettably clairvoyant.

The size of the ‘Costa Concordia’ loss is not known at the time of printing, but is likely to exceed 50% of the annual
total claims cost registered in the NoMIS database, seen from a 100% perspective®. The claim is spread across several
marine insurance markets, but even compared to the total global marine premium, the impact is significant.

""Nordic Marine Insurance Statistics (NoMIS) database
2“The 201 | Cefor NoMIS Ocean Hull Report™ and “The 201 | Cefor NoMIS
Coastal Hull Report”, published at the Cefor website

See dita explanations on pages 1311 Nordic Marine Insurance Statistics (NoMIS)




Cost of the three maximum claims per year (USD), by date of loss
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Reduction in insured values on renewals levelling out
The reduction in insured values noted for the last few years seems to be levelling out. On average, the values were
reduced by 3% during 201 |, compared to 9.2% in 2010, and 14.5% in 2009.

It should also be noted that the graph “Average change in sum insured for all renewals in the respective year compared
with the previous underwriting year” includes renewed vessels only; newbuildings and other new entries are excluded.
In stable market conditions, we would expect to see a slight reduction in the sum insured per vessel on renewed
vessels due to the aging factor.

Average change in sum insured for all renewals in the respective year compared with the previous underwriting year
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7.0%
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2010

0%

2005 2006 2007
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The NoMIS database has seen a steady increase in younger vessels over the past |5 years. This trend continued in
201 1. While younger vessels are usually seen as synonymous with improved building standards and more modern
equipment on board, they also represent higher insured values and thus a higher exposure and claims potential.

Number of vessels per age group in % of all, by underwriting year

40%

30% 7

20%

10%

0%

1996

1997

1998

1999

2000

2001

2002

Average sum insured per vessel per age group

60,000,000
50,000,000
40,000,000
30,000,000
20,000,000

10,000,000

2003

2004

2005

2006

2007

2008

2009

2010

2011

0

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

Nordic Marine Insurance Statistics (NoMIS)

2010

2011

0-5 years
5-10 years
10-15 years
15-20 years
20-100 years

0-5 years
5-10 years
10-15 years
15-20 years
20-100 years




Summary of the claims cost

The favourable claims development in the 2009/2010 period appears to have been interrupted, and yet again we see
increasing claims costs. As for the coming reporting year, we do not need to guess. The largest claim ever hit the market
in January 2012, and it is not a question of whether there will be an increase, but rather how large the increase will be.

Ultimate partial and total claim cost per vessel (USD), by date of loss
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" “Partial claim” means any claim that is not a total loss or a constructive total loss. For the purpose of this report,
partial claims are defined as claims less than or equal to 75% of the insured value.

Average claim size — long-term increase

The average claim size was generally at the same level as in 2010. In a long-time perspective, levels are now much
higher (almost double) compared to what we saw a decade ago. This is equally true for both ocean and coastal hull.
It should be noted that the average claim size is sensitive to deductible levels, claim frequencies, and to the impact of
large individual claims. Average claim size is thus not necessarily a good measure of repair cost levels.

Average claim amount per individual claim (USD), by date of loss
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Claim frequency back to long-term average

The number of claims per vessel has varied considerably over the last few years. After a sharp increase in the years
leading up to 2008, we saw an equal downturn in the following period. Now the trend is yet again on the increase and
has returned to a long-term average.

As for larger claims (claims in excess of USD 500,000 and USD 2,000,000), the downward trend continued. Most likely

this reduced influx of severe claims was due to a combination of reduced repair costs, less strain on vessels and crew,
and random fluctuations.

Claim frequency, claims in excess of a certain amount, by date of loss
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For claims > USD 500,000 and claims > USD 2 million, no IBNR is added, because the frequency may vary greatly from year
to year and thus be difficult to project from historical figures.

Long-term increase in average cost for fire/explosion and nautical-related claims

The figures for 201 | confirm observations from the previous year, with a long-term increase in the average cost for
fire/explosion and nautical-related claims. The volatility for these types of claims is strong. Nevertheless, it is clear that
the average cost is now much higher than a decade ago.

Average claim amount per type of casualty (USD 1,000), by date of loss
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Average claim amount per type of casualty = total claims cost per type of casualty, divided by the number of claims per type.

Nordic Marine Insurance Statistics (NoMIS)
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Distribution of claims by type of casualty

Numbers (%) by date of loss

Outer ring: 201 |
Inner ring: (2006-2010)

0 Engine - 37.2% (37.2%)

- Fire and explosion - 1.6% (1.9%)
I colision - 12.0% (12.0%)

Il Contact - 19.6% (20.3%)

Il Grounding - 9.1% (9.8%)

0 Ice-0.6% (0.4%)

- Heavy weather - 1.8% (3.0%)
Il Other - 18.1% (15.5%)

Costs (%) by date of loss

Outer ring: 201 |
Inner ring: (2006-2010)

[ Engine - 33.0% (31.1%)

- Fire and explosion - 7.9% (10.4%)
[ coliision - 20.4% (14.1%)

I Contact - 9.1% (8.8%)

Il Grounding - 22.0% (20.9%)

T 1ce-0.3% (0.2%)

B Heavy weather - 1.4% (2.4%)

B Other - 5.9% (12.1%)

In terms of frequency, engine claims were the most frequent individual claim type with 37% of all claims. All nautical-
related claims combined (grounding, collision, contact, ice) accounted for more than 40% of the total number of claims,
with contact claims having the highest frequency.

In terms of cost, the breakdown among claim types is more volatile. Since engine-related claims include a number

of minor claims, their relative impact on the cost is lower, at 31% of the total cost. Fire/explosions and groundings
represent few but costly claims. In 2010, the two most costly fire/explosion claims ever were registered in the NoMIS
database, accounting for 26% of the total claims cost. 201 | was more normal in that respect, but fire/explosion
claims still accounted for 8% of the claims cost. The major impact on the 201 | claims cost came from collisions and
groundings, and all nautical-related claims together accounted for as much as 52% of the total claims cost.

Nordic Marine Insurance Statistics (NoMIS)
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ABouT THE NOoMIS DATABASE

Since 1985, leading members of Cefor have compiled and analysed statistical information relevant to their hull and
machinery insurance portfolio. By the end of 201 |, the Nordic Marine Insurance Statistics (NoMIS) database comprised
166,673 vessel years and 51,201 claims for vessels with a registered IMO number. Including small coastal vessels,

the total number amounted to 250,558 registered vessel years and 64,779 claims. These figures encompass the under-
writing years from 1985 to 201 I.

Portfolio characteristics

Cefor members underwrite a wide range of tonnage. In addition to the conventional segments, the portfolio contains
specialised tonnage, such as car carriers and energy-related units. In 201 I, NoMIS members covered a total of 8,924
vessels with a registered IMO number (15,556 including minor coastal vessels). The number of vessels was quite stable
relative to 2010, with coastal hull vessels accounting for about half of all vessels registered in the NoMIS database.

As the ocean and coastal hull segments have somewhat different characteristics, Cefor has since 2009 issued specific
statistics for international sea-going vessels with an IMO number and for the Nordic coastal segment.

Comparing the Cefor fleet to the world merchant fleet above 300 GT, the NoMIS database counted 8,576 such

vessels, with a total of 294.6 mGT and 409.7 mDWT. This represents roughly 8% of the 201 | world merchant fleet
in terms of number of vessels and 30% in terms of GT and DWT*,

Number of vessels per type of vessel, year of exposure 201 |

Il Container - 20%

[ cargo-7%

B Buk- 18%

I 0BO-0.3%

- Tank - 8%

Il Chemical/Product - 13%

B LNG/LPG - 4%

- Supply/Offshore - 12%
Car/RoRo - 6%
Passenger - 6%

0 Fishing - 1.5%

- Other - 4%

“World Merchant Fleet above 300 GT as per January 2012: 48,197 vessels
with 977.9 million GT and 1,461.8 million DWT. Source: ISL Bremen.

Nordic Marine Insurance Statistics (NoMIS)
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Data

The main statistics in this report are based on vessels with a valid IMO number only, whereas the “coastal”
statistics include all vessels classified as “Fishing” and “*Supply/Offshore” as well as any other vessel up to
5,000 gross tons or |15 meters in length.

100% shares
All figures are adjusted to 100% of the vessel to give as objective a picture of the claims trends as possible.
The figures are thus independent of the share underwritten by one single insurer in the vessel.

Date of loss perspective

All claims graphs reflect the date-of-loss perspective, i.e. claims are grouped by the year in which the loss
occurred, as opposed to grouping claims by underwriting year. The date-of-loss perspective allows a more
up-to-date picture of recent claims trends and a 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 were first incurred in 2012, but attached to
the 201 | underwriting year.

Exchange rates
Paid claims are converted into USD at the exchange rate of the month of payment; outstanding claims reserves
are converted at the December 201 | exchange rate.

NoMIS and the Cefor Statistics Forum
Nordic Marine Insurance Statistics (NoMIS) as presented in this report comprise data from:

Data included for

Cefor member Joined NoMIS in: underwriting years:
Bluewater Insurance 2004 2002 — 2008 (run-off)
Codan 2005 2001 — 201 |

Gard Co-founder of NoMIS (then as Storebrand, Vesta) 1985 - 201 |
Gjensidige — ocean Co-founder of NoMIS 1985 — 2001 (run-off)
Gjensidige — coastal 2009 2000 - 201 |

If 2008 1996 - 2010

NEMI 2004 2002 — 2009 (run-off)
Norwegian Hull Club 2003 1995 - 201 |

The Swedish Club 2006 1995 -2011

Tryg 2009 2003 - 2008 (run-off)
Zurich Protector Forsikring Co-founder of NoMIS 1985 — 2002 (run-off)

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

Further statistics

In addition to this report, Cefor publishes “The 201 | Cefor NoMIS Ocean Hull Report”and “The 201 | Cefor
NoMIS Coastal Hull Report” with breakdowns of claims trends, for example by vessel type and age group,

on the Cefor website. Half-yearly claims trend updates and other specialised analyses are also available at
www.ceforno.

Statistics Forum 201 |

Mats Lindau, The Swedish Club (Chairman)
Henrik Pilegaard, Codan (Deputy Chairman)
Christian Irgens, Norwegian Hull Club
Helge Nordahl, Gard

Kari Opsjen, Gjensidige

Ottar Gjerstad / Maria Wist Langmoen, If
Astrid Seftmann, Cefor Analyst

° IBNR = Incurred but not reported = reserve for claims adjustments and registration backlog.

Nordic Marine Insurance Statistics (NoMIS)
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CoasTAL HUuLL TRENDS

Since the integration of smaller coastal vessels into the NoMIS database in 2009, dedicated coastal hull statistics are
issued each year in addition to the traditional ocean hull statistics. Cefor members Gjensidige®, If and Codan constitute
the bulk of the “coastal’” segment, but all other NoMIS members also contribute to this portfolio. For statistical
purposes, the “coastal” segment includes all vessels classified as "“Fishing” and “Offshore/Supply” as well as all other
vessels up to 5,000 gross tons or up to |5 meters in length.

A total of | 14,829 vessel years were registered for the underwriting years 1985 to 201 |, with a great increase in
recent years, especially in the number of fishing vessels. 8,562 vessels were reported for the 201 | underwriting year

In all, about 10,000 vessels were covered by NoMIS members in this segment in 201 I, of which about 1,500 are not
yet included in the figures as of 31 December 201 |, due to a NoMIS member converting to a new computer system.
These vessels will be included in future reports. Fishing vessels still comprise the major bulk of this segment, representing
43.3% of all vessels. The two other major vessel types are passenger and supply/offshore vessels, accounting for 8.5%
and |3.7%, respectively.

Coastal portfolio, distribution of vessels by type (%), year of exposure 201 |

7 o

Cargo (Bulk, Cargo, Container) - 3%

Fishing - 43%

Passenger - 9%

Supply/Offshore - 14%

Tank (Chemical/Product, LNG, LPG, OBO, Tank) - 4%
Other - 27%

A high number of contact claims are typical for the coastal fleet, mainly because of the high representation of fishing
vessels with equipment in the sea. However, despite representing more than 30% of all claims, contact claims accounted
for only about 8% of the total claims cost in 201 |. Engine claims accounted for another 30% of all claims in terms

of numbers, but had a much higher share of the total claims cost with up to 44%. Groundings and collisions follow the
same pattern as for the ocean hull fleet, with a relatively low frequency and a higher percentage of the cost. The same
applies to fire/explosion claims, which are highly volatile, but costly when they occur.

® Incl. Norwegian coastal mutual insurance companies

Nordic Marine Insurance Statistics (NoMIS)




Distribution of claims by type of casualty - coastal fleet

Numbers (%) by date of loss

Outer ring: 201 |
Inner ring: (2006-2010)

Engine - 26.4% (32.2%)

Fire and explosion - 2.8% (2.8%)
Collision - 6.4% (6.9%)

Contact - 31.8% (30.5%)
Grounding - 9.5% (9.6%)

Ice - 0.4% (0.5%)

Heavy weather - 4.4% (3.5%)
Other - 18.3% (14.0%)

Costs (%) by date of loss

Outer ring: 201 |
Inner ring: (2006-2010)

Engine - 44.3% (40.8%)

Fire and explosion - 6.4% (7.2%)
Collision - 6.7% (6.6%)

Contact - 8.6% (8.2%)
Grounding - 14.2% (16.3%)

Ice - 0.1% (0.5%)

Heavy weather - 3.6% (2.3%)
Other - 16.0% (18.2%)

The overall claim frequency for this segment has decreased in recent years, from 0.27 in 1997 to an expected 0.15 in
201 1. This development should be seen in connection with increases in average deductibles and changes in the under-
lying portfolio. Regarding major claims, the frequency of claims in excess of 500,000 USD reached an unprecedented
peak in 2008, but was back down to the pre-2005 level in 201 1. The same applies to claims in excess of | MUSD.

Claim frequency, claims in excess of a certain amount, by date of loss
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Nordic Marine Insurance Statistics (NoMIS)

16



The average claim size stabilised further in 201 |. This was mainly due to a lower impact of claims in excess of | MUSD,
while the average cost of claims below | MUSD has remained relatively stable at 60,000 USD since 2006.

Average individual coastal hull claim (USD), by date of loss
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Ultimate partial and total claim cost per vessel (USD), by date of loss
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There was a positive development of the claim cost per vessel in the coastal portfolio. However, both the cost per
vessel and the average claim size must be seen in relation to changes in the underlying portfolio and the increasing
impact of minor coastal vessels, especially in the fishing vessel segment.

When analysing claims by type, the trend that emerges is that costly fire/explosion claims occur about every third year
with severe impact in the years they occur There is also a trend towards more costly individual claims. Still, the last peak
in fire/explosion claims occured in 2008, and these claims have not had the same impact in the years since. Nautical-
related claims such as collision, contact and grounding damage also show a long-term trend towards more costly claims,
although they did not have the same impact on 201 | as on the two previous years. The type of claims that currently

give most cause for concern are engine claims, where the trend towards more severe and costly claims continued in
2011,
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Average claim amount per type of casualty (USD 1,000), by date of loss
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A more detailed report on coastal hull claims trends is available on the Cefor website www.ceforno.
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ORGANISATION & IMEMBERS

Board of Directors 201 |

Ole Wikborg, Chair
Director, Norwegian Hull Club

Svein Ringbakken, Deputy Chair
Managing Director,
Den Norske Krigsforsikring for Skib

Petter Bghler
Head of Underwriting, Gjensidige

Henric Gard
Director, The Swedish Club

Jan-Hugo Marthinsen
Vice President, Gard

Leif Nordlund
Managing Director, Alandia-Group

Rickard Svensson,
Nordic Head Product & Price,

Commercial Marine, If Skadeforsdkring

Scott @rmen
Nordic Marine Director; Codan

Administration

Helle Hammer
Managing Director

Viggo Thomas Kristensen
Legal Counsel

Astrid Seltmann
Analyst / Actuary

Hilde Spro
Executive Secretary

Forums

Cargo Forum

Chair: Inger Pedersen, Gjensidige

The Forum discusses general market
issues for cargo such as insurance
conditions, safety, market access and
regulatory framework.

Claims Forum

Chair: Harald Hansson, Codan Matrine
The Forum discusses various aspects of
claims and casualties and clauses related
to claims.

Coastal and Fishing Vessels Forum
Chair: Eirik Fosland, Tromstrygd

The Forum discusses general market
issues and insurance conditions for
fishing vessels and coastal vessels trading
in Nordic waters.

Energy and Offshore Forum

Chair: Liv Sand, Gard

The Forum discusses general market
issues for mobile offshore units such as
insurance conditions, safety, market access
and regulatory framework.

Plan Revision Forum

Chair: Haakon Stang Lund,

Norwegian Hull Club

The Forum discusses and recommends
changes to the Nordic Marine Insurance
Plan on behalf of Cefor.

Statistics Forum

Chair: Mats Lindau, The Swedish Club

The Forum is responsible for the Nordic
Marine Insurance Statistics (NoMIS).

For more information see pages |13/14.

Underwriting Forum

Chair: Jan Limnell, Alandia Marine

The Forum discusses general market
issues for hull and P&l such as insurance
conditions, safety, market access and
regulatory framework.

Organisation & Members

Members 2012

Alandia-Group

www.alandia.com

Codan
www.codanmarine.com /
www.codanforsikring.no

Den Norske Krigsforsikring for Skib
(The Norwegian Shipowners' Mutual
War Risks Insurance Association)
www.warrisk.no

Gard

www.gard.no

HDI-Gerling
www.hdi-gerling.com

Gjensidige

www.gjensidige.no

If

www.if.no / www.if.se

Industriforsikring
www.hydro.com

Meretryed
www.moretrygd.no

Nordisk Skibsrederforening
(Nordisk Defence Club)
www.nordisk.no

Norwegian Hull Club
www.norclub.no

The Swedish Club

(Sveriges Angfartygs Assurans
Forening)
www.swedishclub.com

Tromstrygd
www.tromstrygd.no
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