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2019 brought both challenges and opportunities to the 
American Club and its related businesses. Attritional 
claims remained stable, but larger exposures continued 
to rise. Premium pricing strengthened across all 
insurance lines. Investment earnings were the best for 
a decade. Supplementary calls were levied to secure 
continuing balance sheet strength. Loss prevention 
initiatives multiplied. Eagle Ocean Marine maintained its 
strong contribution to Club mutuality. American Hellenic 
Hull moved into sustainable profi tability. GAAP and 
statutory surpluses grew signifi cantly by year-end. The 
2020 renewal saw higher rates and further improvement 
of Members’ risk profi les. The COVID-19 pandemic in 
early 2020 impelled the mobilization of management 
resources to secure unimpaired service to Members and 
Insureds. Despite the exigencies of the present, the Club 
looks forward with optimism to more normal times of 
continuing opportunity.



¢
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HIGHLIGHTS

The COVID-19 pandemic 

in early 2020 impelled the 

mobilization of management 

resources to secure 

unimpaired service to 

Members and Insureds.

2019 Highlights

¢ 2019 renewal sees tonnage growth: 10% for 
 P&I and 8% for FD&D, but premiums rise by 
 smaller margins.

¢ Freight markets fl uctuate as global trade slows.

¢ Attritional exposures remain stable, but larger 
 losses increase over previous year.

¢ 2019 Pool claims develop at levels similar to 
 those of 2018.

¢ Investments generate a 10.6% return, the best 
 in a decade.

¢ 2016 policy year closed with 22.5% 
 supplementary call. 17.5% levied for 2017 with 
 closure intended in fi rst half of 2020.

¢ Eagle Ocean Marine expands revenue 
 and market share with continuing 
 profi tability.

¢ Standard & Poor’s affi rms investment grade 
 counterparty rating.

¢ American Hellenic Hull grows premium and 
 profi tability as market hardens. Trend 
 accelerates into 2020.

¢ Loss prevention initiatives continue 
 vigorously: bunkering compendium addresses 
 sulfur-cap and other concerns: routine survey 
 and other activity maintain positive infl uence 
 on Members’ exposures.

¢ New corporate governance guidelines adopted 
 at 2019 Annual Meeting of the Members.

¢ No standardized, or general, increase applied 
 to premium for 2020 renewal.

¢ Renewing tonnage for 2020 falls slightly, but 
 average P&I rates rise by about 10%.

¢ Risk profi le of membership improves yet again 
 for 2020, encouraging positive outlook.

¢ Club and EOM respond energetically to 
 challenges of COVID-19 pandemic. IT and 
 other capabilities secure unimpaired 
 customer service.

¢ Early impact of pandemic on Club, EOM and 
 American Hellenic Hull muted, but longer-term 
 consequences for P&I sector remain uncertain.





The Directors of American Steamship Owners Mutual Protection and 
Indemnity Association, Inc. (the American Club) are pleased to present the 
Club’s Annual Report and Accounts for the year ended December 31, 2019.

REPORT OF THE DIRECTORS
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The American Club’s principal activity continued to be the insurance 
of marine Protection and Indemnity (P&I) and Freight, Demurrage 
and Defense (FD&D) risks on behalf of its Members, both owners 
and charterers.

The one-hundred-second Annual Meeting of the Club’s Members 
took place in New York City on June 20, 2019. At that meeting, all the 
Directors who had presented themselves for re-election were duly re-
elected to serve for a further twelve months. In addition, Mr. Nicholas 
Tragakes of Global Maritime Group, Inc. was elected as a new member 
of the Board for the forthcoming year. It was also noted that, over the 
period since the last Annual Meeting, Mr. Panagiotis Christodoulatos 
had resigned as a Director. The Directors took the opportunity of 
thanking Mr. Christodoulatos for his sterling contribution to the affairs 
of the American Club during his tenure on the Board.

At the Annual Meeting of the Directors, which took place immediately 
after that of the Members, Mr. George D. Gourdomichalis of Phoenix 
Shipping & Trading, S.A. and Mr. Robert D. Bondurant of Martin 
Resource Management Corporation were re-elected as, respectively, 
Chairman and Deputy Chairman of the Board. Mr. Lawrence 
J. Bowles was re-appointed as General Counsel to the Club and 
Mr. Joseph E.M. Hughes, Chairman & CEO of the Managers, was 
re-appointed as Secretary.

In addition to the Annual Meeting, in conjunction with which a regular 
meeting of the Board was also held, the Directors met on three further 
occasions in 2019. All of these meetings took place in New York.

At each of the Board meetings, a wide variety of matters was reviewed. 
They included policy year accounts and the closing of relevant years; 
the settlement of claims of the Club’s Members; matters relevant 
to the Club’s membership of the International Group of P&I Clubs, 

including the development of Pool claims; reinsurance; investment 
policy; the outcome of renewal negotiations; marketing and business 
development; the evolution of global regulation affecting shipping, 
and the implementation of other political initiatives, including those in 
relation to sanctions; and many other subjects pertinent to the Club’s 
affairs. One such subject was corporate governance, in respect of 
which further commentary is provided below.

The Board also gave regular attention to the development of the 
Club’s Eagle Ocean Marine fi xed premium business as well as that 
of its wholly-owned subsidiary, American Hellenic Hull Insurance 
Company, Ltd. Further detail in regard to both is provided in the 
Report of the Managers.

The period under review saw the formal closing of the 2016 policy 
year with a supplementary call of 22.5%. At the same time, in light 
of a continuingly soft premium pricing environment and the gradual 
escalation of both retained and Pool claims over recent years, a 
supplementary call of 17.5% of estimated total premium was also 
ordered for the 2017 policy year. The calls in question were to be 
levied in two equal installments payable in May and October 2020. 
Members were also notifi ed that the 2017 policy year would be closed 
within the fi rst half of 2020 without further call.

The Club’s investment in American Hull Insurance Company, Ltd., a 
Solvency II–accredited underwriter based in Cyprus, continued to 
develop favorably during 2019. The challenging market conditions 
which attended the insurer’s early stages of development began to 
change substantially as 2019 progressed. Accordingly, the modest 
defi cits of earlier years began to reverse themselves in the fi nal 
two quarters of 2019 as a retreat of capacitiy from the hull market 
caused rates to increase signifi cantly during that time. The small loss 
recorded as of December 31, 2019 has been superseded in recent 

The Year in Review
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months by an encouraging level of profi t. It is expected that this trend 
will continue for the balance of 2020, and lend further impetus to 
American Hellenic Hull’s contribution to the Club’s fi nancial strength.

Circular No. 43/18 of November 15, 2018, informed Members of 
the Club’s premium policy for 2019. It communicated the Board’s 
decision to apply a zero general increase to premium relating to the 
Club’s Class I (P&I) business. Continuing entries in the Club’s Class 
II (FD&D) and Class III (charterers insurance) portfolios were also to 
attract similar treatment as to rating.

For 2020, it was decided that no standardized, or general, increase 
should apply to premium ratings for all classes of business in 
conformity with the position taken for both previous years. This was 
notifi ed to Members in Circular No. 36/19 of November 14, 2019. 
However, it was also made clear that the Club’s Board expected to see 
a year-on-year increase in the pricing of risk for 2020 of a magnitude 
which would properly refl ect future exposure.

In the result, the average rate per ton on renewing mutual business 
increased by approximately 10% as of February 20, 2020, an 
encouraging sign in view of a continuingly soft market for P&I 
insurers. This percentage was a function of annualized premium 
volume having remained unchanged year-on-year, but tonnage 
having reduced somewhat over the renewal period. There were also 
changes to insuring conditions, and deductibles, amplifying the 
effect of increased risk pricing and underpinning the very creditable 
performance of the Club as it entered a new policy year.

The Club’s fi xed premium brand, Eagle Ocean Marine (EOM), also saw 
encouraging growth. Having made substantial progress the previous 
year, momentum in both tonnage and premium was maintained over 
the most recent renewal. Topline volume grew by approximately 20%. 
Moreover, following a negative result for the 2018/19 facility year, 

the development of the current policy period is set fair to reverse 
the previous loss and restore the insurer’s profi tability at an overall 
combined ratio below 80%.

The Club’s funds under investment generated the best return for a 
decade as of year-end 2019, earning 10.6% for the year. This was in 
marked contrast to the slight loss recorded for 2018, largely caused 
by signifi cant fl uctuations to the equities markets toward the end of 
that year which, in every other respect, had performed rather well.

At the time of writing, the world is gripped by the trials and uncertainties 
generated by the COVID-19 pandemic. Indeed, it is diffi cult to view the 
business landscape in any other context, considering the challenges 
which recent months have created. This is so not only as to the 
human suffering which the pandemic has brought with it, and which 
takes precedence over other considerations, but also in regard to the 
current and future outlook for the global economy.

As of the end of May, 2020, in the midst of the pandemic, the Club’s 
investment portfolio had sustained a year-to-date loss of only 1.9%, 
bolstered by the strong performance of the Club’s investments in the 
fi xed income sector – municipal bonds having returned 2.6% during 
the month of May alone. Nevertheless, prospects for the remainder of 
the year remain uncertain. The fi nancial performance of the Club over 
the months ahead will depend upon a variety of factors including the 
state of the global economy, world trade, the condition of Members’ 
businesses in general, and confi dence in the ability of governments 
to mitigate the worst effects of the calamity.

However, the capabilities of the Club’s IT and other systems, and the 
agility of its Managers in responding to the new environment, have 
been harnessed in recent weeks to ensure the seamless provision of 
continuing service to Members and the broader maritime community.

DIRECTORS’ REPORT

The Directors thank the 

Members, and all those who 

work on their behalf, for their 

enduring support of the Club.
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Looking back over 2019 as to claims performance, it is clear that the 
relatively benign years of modest loss development experienced 
from 2014 to 2017 are behind us. Signs of claims escalation became 
discernible in 2018 – particularly in regard to the large claims which 
affect the International Group’s Pool. These trends developed steadily 
as 2019 unfolded.

This became as true of the Club’s retained exposure during the year 
as it was of the Pool. Commentators may point to tangible factors 
infl uencing these trends, but the vagaries of pure fortuity have 
arguably as much bearing on recent results as anything else. A more 
detailed discussion of these issues is contained in the Report of 
the Managers.

The Club continued to benefi t from meetings of the Finance and 
Audit, Claims and Risk Management, and Safety and Environmental 
Protection Committees during the year. Each engaged in a variety of 
initiatives in order, respectively, to ensure the careful monitoring of 
the Club’s funds under investment and generally oversee the fi nancial 
dimensions of its business; to examine claims trends in detail with the 
aim of minimizing risk; and to implement the lessons learned from 
those trends in the form of user-friendly loss prevention tools and 
other means of enhancing safety both ashore and afl oat.

During 2019, the Board established a Corporate Governance 
Committee to review certain elements of Board composition and 
responsibilities, management functions and other issues bearing 
upon the good governance of the Club. In consequence of extensive 
consultation undertaken within the Committee, as well as more 
broadly within the Board itself, new corporate governance guidelines 
were produced and presented to the Annual Meeting of the Members 
in June, 2019. They were adopted at that time and circulated to the 
membership at large for informational purposes shortly thereafter.

The development of safety and loss prevention initiatives continued 
to be a major American Club focus during 2019. Its chief activities 
in this area comprised the surveying of vessels, pre-employment 
medical examinations and the dissemination of e-learning and other 
material for a variety of purposes more extensively described in the 
Managers’ Report.

In early April 2020, your Directors were saddened to hear the news of 
the death of Richard H. Brown, Jr. A US Navy veteran of the Korean 
confl ict, Dick Brown was one of the leading maritime lawyers of his 
generation and a servant of the American Club for some forty years 
as General Counsel and, more recently, as a member of its Board 
of Directors. Dick participated in the affairs of the Club over much 
of its recent, transformational development in which he played an 
important role. He will be sorely missed by those who were privileged 
to know him.

As is perennially the case, your Directors thank the Members, and 
all those who work on their behalf, for their enduring support of 
the American Club. Many challenges lie ahead, even as the world 
emerges from the current COVID-19 disruption. But whatever 
the future brings, your Directors will continue to work to ensure, 
in close cooperation with the Club’s Managers, that Members’ 
expectations are at least fulfi lled, and hopefully exceeded, in every 
element of service provision by the Club as it continues to pursue its 
singleminded dedication to excellence over the years ahead.
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While global trade failed to gain momentum during 2019, the 
fortunes of the shipping industry showed signs of improvement, 
although circumstances varied from sector to sector. As tonnage 
growth moderated, there was hope that chronic imbalances of 
vessel supply and demand might be rectified.

Despite areas of socio-political stress in some parts of the world, 
the overarching economic tone remained largely positive. A buoyant 
economy in the United States encouraged a strong performance in 
the capital markets, although concerns about the sustainability of 
recent growth remained a background theme.

While continuing softness characterized the P&I sector, pricing 
power among hull underwriters rose substantially in the second half 
of the year as capacity continued to retreat from Lloyd’s and other 
markets. In confronting this changing landscape of both risk and 
opportunity, the American Club continued to pursue its agenda with 
energy, advancing its business in many areas as the year unfolded.

REPORT OF THE MANAGERS
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The freight market background against which the 2019 renewals were 
negotiated was not very different from that which had prevailed twelve 
months earlier. Although pricing power remained subdued, pressure 
on income was not as intense as it had been in previous years, 
although anemic profi tability among shipowners militated against any 
signifi cant recovery of pricing in the marine insurance space generally.

The American Club’s Board had ordered a zero general premium 
increase on renewing P&I business for 2019, in conformity with the 
position taken over the previous two years. Also, as was the case a 
year earlier, there were to be no standard increases in deductibles.  
The same position was taken in regard to continuing entries in the 
Club’s FD&D and charterers’ portfolios. As in previous years, the 
release call for both P&I and FD&D was set at a margin of 20% over 
and above estimated total premium.

At the beginning of the 2019 policy year, the American Club’s mutual 
P&I business saw an increase of more than 1.6 million gross tons by 
comparison with the previous year, and by just under 900,000 gross 
tons in regard to mutual FD&D entries. As alluded to above, year-on-
year premium growth was more subdued, with increases of 4% for 
P&I and 2% for FD&D entries.

Nevertheless, the average rate per gross ton on renewing P&I risks 
was about 1.5% higher than the expiring fi gure. Just as signifi cantly, 
Members renewing in the 2019 policy year brought with them a trailing 
5-year gross loss ratio of only 46%. This was a further improvement 
on that recorded both twelve months (48%) and twenty-four months 
(51%) earlier.

For the 2020 renewal, the American Club’s Board ordered that there 
should be no standardized, or general, increase applied to expiring 
entries. Instead, a more Member-specifi c approach was preferred, 
given the different risk profi les, both historically and prospectively, 
of different cohorts of the Club’s membership, the majority of which 

had properly calibrated and sustainable levels of rating and 
conditions of insurance.

In the result, year-on-year premium for the Club’s mutual P&I class 
remained fl at, while a small decline in revenue for its FD&D business 
was matched by a commensurate increase in premium for charterers’ 
entries, so that income for 2020 was projected to develop at a level 
virtually identical to 2019.

Premium attributable to renewing P&I entries for 2020 saw an increase 
of approximately 1.5%. However, taking into account increases in 
deductibles, in some cases signifi cant, the modifi cation of terms 
applying to the application of deductibles generally, and changes 
to other insurance conditions, the overall premium increase, as if 
expiring terms had prevailed, was closer to 5%

Tonnage in the Club’s mutual P&I class declined by about 9% to 
approximately 17 million gt overall. Its Freight, Demurrage and 
Defense (FD&D) entries also moved somewhat lower in tonnage 
terms, again by about 9% to 10.7% million gt but, as mentioned 
above, almost all of this was offset by an increase in daily tonnage on 
risk in regard to the Club’s charterers’ business.

However, in consequence of the countervailing trends described 
above, and despite the Club’s decision not to apply a standardized, 
or general, increase for 2020, average P&I rates per ton on mutual 
business increased by about 10% year-on-year, an encouraging sign 
for the future.

The profi le of renewing tonnage by reference to management domicile 
and vessel type was generally similar to that of earlier years, save that 
the share of dry bulk vessels insured as a proportion of the whole 
grew substantially in 2020, mainly as a function of a decline in tanker 
tonnage. Charts illustrating this are set out on pages 11 and 13.

Entered Tonnage, Underwriting and Reinsurance
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The Club’s P&I business renewing into the 2020 policy year enjoys 
a trailing fi ve-year loss ratio of only 41% compared with 48% twelve 
months earlier. This suggests a positive trend for future losses, as 
an improving profi le for continuing Members can be expected to 
moderate prospective exposures over the years ahead.

As to the American Club’s participation in the International Group’s 
reinsurances in 2019, the overarching review undertaken during 
the previous year resulted in a number of recommendations for 
program changes in 2019. These were aimed both at augmenting 
the sustainability of the arrangements and improving their cost-
effi ciency.  In the result, the chief modifi cations to the Group’s 
arrangements for 2019 related to the adjustment of the previous 
year’s second-and third-layer attachment points, the introduction of 
a new multi-year placement, and the establishment of a $100 million 
annual aggregate deductible within the 80% market share in the fi rst 
layer of the contract. These changes were notifi ed to the membership 
in detail through Circulars toward the end of 2018.

Having made signifi cant changes in 2019, the International Group’s 
program for 2020 is largely unchanged from that of 2019. Specifi cally, 
the individual Club retention (ICR) remains at $10 million, as does the 
structure of the Pool above that, as well as the attachment point for 
the Group’s market cover ($100 million). In addition, the further ICR of 
7.5% on the upper level of the Pool also remains unchanged for 2020.

In regard to the Group’s market reinsurance arrangements excess 
of its $100 million attachment point, a modest adjustment has been 
made, in that the two expiring 5% private placements in the $1 billion 
excess of $100 million layer have been replaced by two new 10% 
multi-year private placements in the fi rst layer. This will therefore 
entail three 10% private placements for the 2020 policy year, with the 
70% balance placed in the market.

Otherwise the $100 million annual aggregate deductible (AAD) – 
which is retained by the Group’s Bermudian captive, Hydra Insurance 
Company, Ltd. (Hydra) – within the 70% market share of the fi rst 
layer of the program (from $100 million to $750 million) remains. The 
second layer of the 2020 program covers claims from $750 million 
to $1.5 billion, and the third layer from $1.5 billion to $2.1 billion. No 
change has been made for 2020 to the collective overspill layer, 
which provides $1 billion of cover in excess of $2.1 billion.

As in previous years, Hydra continues to retain 100% of the Pool layer 
from $30 million to $50 million, and 92.5% of the Pool layer from $50 
million to $100 million. In addition, Hydra will retain a $100 million 
AAD in the 70% market share of the Group’s excess of loss program, 
as mentioned above. A schematic of the Group’s reinsurance 
arrangements for 2020 is laid out on page 13.

The American Club continued to reinsure its retained exposures in 
2019 in a manner broadly similar to that which was fi rst instituted 
the year before. For 2020, the arrangements with underwriters at 
Lloyd’s continue essentially as they were in 2019. The cover provides 
reinsurance within multiple layers of the Club’s retention with 
different aggregate attachment points, but subject to an overall 
aggregate deductible. Also, for 2020, the Club’s reinsurance of its 
exposures within the lower Pool have changed slightly from those of 
the previous year.

The combined program – along with the Club’s customary cover 
for non-Poolable risks, including protection of its exposures to 
charterers’ and FD&D cover – continues to provide the Club with 
excellent protection for its retained losses.

*  As of March 1 in each year. Statistics weighted by reference to both 
 tonnage and premium for 2018 through 2020, tonnage-based for earlier years.
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In the middle of 2019, the Club renewed its participation in the Eagle 
Ocean Marine (EOM) facility which provides fi xed premium insurance 
for P&I and FD&D risks for smaller vessels in local and regional 
trades, principally in East Asia, Europe, Africa and other areas 
outside the United States. The Club’s absorption of 55% of the fi rst 
$10 million tranche of exposure remained the same as it had been for 
the previous year, and as it continues into the current facility period. 
The EOM year runs from July 1 to July 30 and its reinsurances will 
therefore be subject to renewal in the middle of 2020. As has been 
the case for several years, the overall limit of cover available under 
the facility remains at $500 million.

EOM made excellent progress in 2019. Year-on-year gross written 
premium increased by some 40% over the previous year. Further 
premium growth of approximately 15% is expected for the year ending 
June 30, 2020.  The cumulative combined ratio for the business since 
its inception in 2011 is tracking below 80%. EOM complements the 
Club’s mutuality as it grows its footprint throughout the world. As 
uncertainties continue to characterize the fi xed premium P&I market, 
EOM remains committed to providing the gold standard of service 
in its fi eld.

On the ratings front, Standard and Poor’s reaffi rmed in 2019 the 
American Club’s BBB- investment grade fi nancial strength rating 
with a stable outlook. This followed, as has been the case for several 
years, an extensive review of the Club’s current and prospective 
circumstances.  The process continues.

The Club continued to dedicate substantial resources to its business 
development activities throughout 2019, a trend which continues 
into the current year. This has magnifi ed the growth of tonnage over 
recent years, as well as enhancing service delivery to Members and 
their intermediaries.

Part of these initiatives focus on the use of social media through 
LinkedIn, Twitter, YouTube, and Instagram accounts. The Club also 
continues to be a regular contributor to the maritime trade press, 
and participates extensively in industry conferences throughout 
the world.

As was mentioned last year, the continuing focus within the 
governance of the Club on its ERM (and now increasingly ESG) 
imperatives has entailed a variety of new initiatives, several of 
which were developed during 2019. This was particularly the case 
in regard to cyber security, including compliance with the General 
Data Protection Regulation (GDPR) in the European Union, and a 
similar regime prevailing under the oversight of the Club’s New York 
regulator.  Fulfi lling the obligations created by these regimes – and 
generally in the area of upgrading the Club’s IT system – occupied 
considerable management time during the period under review, and 
has continued to do so into 2020.

Its IT system continued to generate effi ciencies for the Club during 
2019. As was the case twelve months earlier, the further development 
remains on time, and on budget, under the supervision of the 
Board which receives regular reports from the management team 
responsible for accomplishing this important assignment.

Moreover, the recent attentions of the COVID-19 pandemic have 
provided a stern test for the Managers’ operating systems, particularly 
as remote working has become the norm over recent months. It is 
pleasing to report that these systems have acquitted themselves 
well, aiding in the supply of seamless service to Members, Insureds 
and the Club’s many other friends in a highly challenging business 
environment.
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MEMBERS’ TONNAGE BY VESSEL TYPE*

2016 2017 2018 2019

22%

25
% 45%

8%

Bulk Carriers Tankers General Cargo/Container/Passenger/RoRo Tugs/Barges/Small Craft

2020

95 12 9

*  As of March 1 in each year. Statistics weighted by reference to both 
 tonnage and premium for 2018 through 2020, tonnage-based for earlier years.
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2018 saw, for the fi rst time in a decade, the levying by the Club 
of additional calls in excess of original forecasts. The calls in 
question were made in respect of the 2016 and 2017 policy years 
and information to this effect was notifi ed to the membership in 
November, 2019.

As was explained in the relevant Circular, although 2016 had itself 
experienced a level of attritional claims similar to the favorable results 
of 2015, the policy year was negatively affected by a non-typical 
incidence of certain large claims, two of which exceeded the Club’s 
pooling retention and impaired its overall underwriting results for the 
period. In light of this, the Club’s Board ordered that a supplementary 
call of 22.5% of estimated total premium be levied to cure the 
defi cit for the year and thereby bring overall results into equilibrium. 
Assessing the supplementary call – payable in two installments in 
2020 – would permit the 2016 policy year to be formally closed as of 
September 30, 2019.

The 2017 was also made subject to an additional supplementary call 
– in this case of 17.5% of estimated total premium. The call in question 
would be paid in two equal installments in 2020, it being intended that 
the year would be formally closed without further assessment during 
the fi rst half of 2020.

In regard to other open years, at the time these calls were made, 
release call margins were maintained at 20% of estimated total 
premium. They would be subject to further review both at the time 
2017 was to be formally closed and, later in 2020, at the time the Club 
published its premium policy determinations for 2021.

Following the European Commission’s decision during 2012 to 
conclude its investigation into the International Group of P&I clubs’ 
claims sharing and reinsurance arrangements, all clubs agreed 
to publish, at least annually, a statement of their release call 

percentages, including factors taken into account in calibrating 
those percentages by reference to the actual assessment for various 
enterprises and other risks.

In conformity with this policy, in November 2019 – being the same 
time at which individual open years’ release call margins was notifi ed 
to Members – the Club’s Board explained the factors which it had 
taken into account in assessing the fi gures in question.

Specifi cally, these were premium risk, catastrophe risk, reserve risk, 
market risk and counterparty default risk, as well as the exposure 
of the Club generally to the wide variety of operational risks which, 
over time, it needs to consider in determining both its basic premium 
and, more particularly, release call requirements in regard to all open 
policy years.

Supplementary and Release Calls
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Finance and Investments

2019 was largely a good year for investors. Although performance 
varied among different asset classes and, within equities, between 
different stock markets across the world, the overall tone was positive 
as one of the longest bull markets in history maintained its seemingly 
indefatigable movement forward.

The continuing vibrancy of the US economy drove much of the 
exuberance which characterized the market landscape, despite 
moments during the year when uncertainty prevailed, incited by fears 
of impending recession.

As to the performance of the American Club’s portfolio specifi cally, 
funds under investment generated an overall return of 10.6% 
as of December 31, 2019, the best result in a decade. The Club’s 
fi xed income portfolio returned 6.5%, while its equity investments 
generated earnings in excess of 22%. The overall result was in 
line with the blended benchmark used to track the performance of 
portfolios exhibiting asset class diversity similar to that of the Club. 

It is impossible to look back on these favorable results for 2019 
without recognizing the great challenges which have emerged in 
the fi rst few months of 2020 as a result of the COVID-19 pandemic. 
The precipitous decline in equities, and the equally signifi cant fall in 
the yields of fi rst-class sovereign debt, cast a dark shadow over all 
markets. This is to say nothing of the currently bleak prognostications 
for the global economy, and the implications the pandemic has for 
every element of economic activity over the months ahead.

The Club’s Finance and Audit Committee reporting to the Board, 
has maintained a close oversight over the Club’s portfolio in recent 
months with a view to controlling, as best can be done, exposure 
to the vagaries of the market and, at the same time, exploiting 
opportunities which may arise to generate enhanced returns when 
more normal economic conditions return.

Despite current challenges, it is pleasing to note that the Club’s 
invested funds – supported by the strong performance of municipal 
bonds – had sustained a loss at the end of May, 2020 of only 1.9%, 
a creditable fi gure by comparison with the steep declines recorded 
for most asset classes. Against this background, the Club, with the 
advice of its investment advisors Bank of America Merrill Lynch, is 
not averse to exploiting opportunities to rebalance within asset 
classes as prudence may dictate, mindful of the general investment 
guidelines set by the Board.

At year-end, the proportion of the Club’s total funds held in equities 
was about 28%, the remainder being in fi xed income and cash. As 
of the end of May, 2020, following a recovery in the stock markets 
from recent lows, the equities proportion is approximately the same 
as it was at the end of the previous year, and may be expected to 
remain broadly within that range as stock markets hopefully maintain 
their recent momentum over the months ahead. The sustainability of 
that momentum, of course, remains a matter of conjecture, but the 
careful monitoring of its portfolio is designed to minimize continuing 
investment risk for the Club created by the current and prospective 
diffi culties attendant upon the pandemic.

FINANCE AND INVESTMENTS

The Club’s funds under 

investment for 2019 generated 

a return of 10.6%, the best 

result in a decade.
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The external infl uences on the ebb and fl ow of P&I exposure over 
the years are the subject of debate.  There would appear to be a 
loose correlation between levels of P&I and other marine insurance 
claims and the condition of the freight markets – each moving up and 
down in broad synchronicity with the other.  In this respect, empirical 
experience may be said to meet theory: rising freight markets 
engender higher ship utilization, the downstream consequences of 
which incite higher levels of claims.

During the years from 2014 to 2017 P&I exposures were comparatively 
subdued, both in terms of attritional exposures and in relation 
to larger claims, including those which impact the International 
Group’s Pool.  These trends broadly conformed to the freight market 
correlation outlined above. Although the experience of individual 
clubs varied, loss emergence in 2018 and 2019 began to describe 
a markedly upward trajectory, most vividly seen in the development 
of Pool claims for both years. Any causative link with rising freight 
indices is not obviously discernible in the case of these years, pure 
fortuity being a dominant factor, perhaps, especially in relation to 
larger losses, which are often caused by human error.

Although the American Club enjoyed a very favorable development 
of its retained exposure in 2018, its obligations to other clubs’ Pool 
claims rose substantially during that year, even though the American 
Club itself brought no losses to the Pool. 2019 was another year in 
which the Club had no claims on the Pool, but nevertheless saw 
its contribution to other clubs’ losses continue at an elevated level 
similar to that of 2018.

However, 2019 also saw an increase in the American Club’s attritional 
exposure. While claims below $250,000 per incident formed the 
overwhelmingly dominant category by number (being 98% of the 
total, a fi gure similar to that of previous years) there was a signifi cant 
uplift in the aggregate value of larger exposures in the layer between 
$1 million and $10 million per incident, being in total about $12 million 
more than the equivalent fi gure for 2018.

This increase in the frequency of larger, sub-Pool claims in 2019 does 
not appear to conform to any pattern, and seems to be attributable to 
simple randomness.  Nevertheless, the overall exposure for the year 
has remained largely within budget, albeit that the ultimate claims 
outturn for 2019 is likely to be of a higher order than that for 2018.

The opening months of the 2020 policy year have been dominated, 
from a claims perspective, by the impact of the COVID-19 pandemic.  
In terms of P&I exposure, claims so far have not been such as to 
cause concern, but circumstances could change as the year 
unfolds. The vessel-type and trade profi les of both the Club’s and 
EOM’s constituency of Members and Insureds do not suggest a 
disproportionate propensity to COVID-19-related risk, and it is hoped 
that this will indeed prove to be the case over time.

Nevertheless, the American Club has undertaken a wide spectrum 
of initiatives in an attempt to mitigate the effects of the exceptional 
challenge which the pandemic represents to the global maritime 
community. These have included revised protocols concerning the 
pre-loading survey of steel cargoes, advice from various authorities 
on steps to mitigate the spread of the virus, guidance on coverage 
issues relating to COVID-19 scenarios and the publication of a 
comprehensive review – Infectious Diseases: Charter Party and 
Other Contractual Considerations – on a range of issues relevant 
to both P&I and FD&D cover as they affect the operational decisions 
of Members.

As in everything it does, the American Club and EOM seek to ensure 
that their Members and Insureds remain ahead of the claims curve 
in handling their responses to the COVID-19 threat in these most 
diffi cult of times.

Claims

CLAIMS

The Club has undertaken a 

wide spectrum of initiatives 

to mitigate the effects of the 

COVID-19 pandemic.
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Activity within the International Group of P&I Clubs

Throughout 2019, the International Group continued to be engaged 
in that wide variety of issues in which it represents a compelling voice 
on behalf of the shipowning community. For its part, the American 
Club maintained an active role in the development of Group policy.

Over the last several years, the Group has produced an annual 
review of its activities. The 2018/19 edition – published very early 
in 2020 – contained a wide-ranging discussion of various issues of 
importance, many of which have proved to be perennial themes in 
the Group’s agenda on behalf of the maritime community. The issue 
of sanctions continues to exercise the attention of the Group, recent 
developments in those relating to Iran, North Korea and Venezuela 
being particularly relevant to shipping activity throughout the year.  

Developments in the international treatment of pollution claims also 
gained prominence during the period under review, amplifi ed by 
concerns throughout the year about the 2020 global sulfur cap and 
its implications for coverage.

Most recently, the issue of sustainability – a subject which has gained 
increasing traction as part of the expanding agenda of corporate 
responsibility – has also attracted the attention, and concomitant 
leadership initiatives, of the International Group.  A preliminary working 
group – which has since developed into a full Sub-Committee of club 
managers – produced a briefi ng on the subject for the consideration 
of Group club boards during the early part of 2020.

The principles of sustainability enunciated in that report are intended 
for consideration by all clubs at board level during the remainder of 
2020 with a view to establishing a common position for the Group 
in relation to these important expectations of corporate and other 
conduct in the modern era. 

This subject will gain growing momentum within the thought 
leadership of the Group over the months and years ahead, and 
management commentary on this subject will no doubt increase 
commensurately over time.
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The American Club’s safety and loss prevention activities continued 
with their characteristic energy during 2019. These activities – both 
encouraged and diligently supervised by the Board’s Safety and 
Environmental Protection Committee – covered a wide spectrum of 
engagement. They included the promotion of existing programs of 
loss prevention in addition to the development of new resources to 
assist Members in this important area of their day-to-day operations.

As in previous years, the Club’s vessel survey program formed a 
large part of its loss prevention agenda. Indeed, there was a 26% 
increase in the number of conditional surveys performed b the Club 
in 2019 by comparison with the previous year. This uplift in activity 
was due both to steady traffi c in new entries and to a rising number 
of vessels requiring routine survey after reaching ten years of age.  
The enduring reduction in the port state detention rate of both Club – 
and EOM – entered vessels speaks to the continuing effi cacy of their 
survey and related programs.

A major focus of the American’s Club’s loss prevention efforts has 
been, for nearly seventeen years, its pre-employment medical 
examination – or PEME – program.  Over the years, it has come to 
occupy a special place within the risk management architecture 
of Club and Member alike. The Club published a special report in 
2019 examining statistics generated by the program which has, over 
recent years at least, probably defl ected annual net exposure to crew 
claims of between $2.5 to $3.5 million. The report also highlighted 
that, during the period reviewed, over 90% of seafarers were found fi t 
for duty and only 3% entirely unfi t for service

Throughout 2019, the impending implementation of what was 
popularly referred to as the 0.5% sulfur cap for bunkers incited a 
relentless fl ow of both market commentary and operational advisories 
from various quarters of the shipping industry. The American Club 

was pleased to make its own contribution to the fi eld in the form of 
its Bunkering – A Compendium, with associated animations from 
IDESS IT, demonstrating best practices for seafarers in the conduct 
of these operations.

Cyber security has also been an important theme over recent years. 
Best practices in this area will become an imperative for shipowners in 
fulfi lling their safety management system requirements during 2020. 
The Club has responded to this new focus through the publication 
of its Cyber Awareness comic pamphlet aimed to enhance crew 
sensibility to relentlessly evolving cyber threats.

Although the COVID-19 pandemic had not gained its current intensity 
by the time 2019 was drawing to a close, it is impossible to see 
anything, even in retrospect, in the absence of a view hugely affected 
by the extraordinary impact of this modern plague. While the future 
remains uncertain in many respects, the American Club has been 
active over the opening months of 2020 in disseminating information 
of practical relevance to Members. In particular, the Club published a 
dedicated guidance on the subject – Infectious Diseases: Charter 
Party and Other Contractual Considerations – in February, 2020 
in response to the related commercial diffi culties often faced by 
Members in their dealings with counterparty interests.

Training has always been an important focus of the Club in the 
development of its loss prevention mission. Initiatives in this area 
continued with vigor during 2019, but have been impaired – at 
least in terms of physical interaction with both Members and the 
industry at large – by reason of the COVID-19 outbreak. However, the 
volume of informational support to Members remains undiminished, 
despite current constraints, as Club Circulars and Member Alerts 
continue to keep Members up-to-date on issues of importance to 
their businesses.

Safety and Loss Prevention
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The joint-venturing of loss prevention with other important maritime 
institutions remained an important part of Club policy in 2019. In that 
context, the fi rst phase of a joint project with the American Bureau 
of Shipping and Lamar University in Texas was undertaken during 

2019, aimed at reducing injuries caused by slips, trips, falls and the 
improper lifting of heavy objects. Having published its fi rst fi ndings 
in a report entitled Maritime Slips, Trips, Falls and Lifting Injuries, 
the Club intends to launch further initiatives in this area during 2020.
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The background to the establishment of the Club’s investment in 
American Hellenic Hull Insurance Company, Ltd. has been described 
on several occasions in recent annual reports. The initiative was 
implemented in the middle of 2016 by the Club in order to develop a 
presence in the hull and machinery market, an area highly germane 
to the Club’s activity in the P&I sector.

The advantages which have fl owed to the American Club in 
consequence of this investment have been described on previous 
occasions.  It is therefore pleasing to note that these advantages 
continue to play a role in the life of the Club, not only in regard to 
business development – cross-selling, greater industry penetration, 
etc. – but also in terms of the fi nancial benefi ts American Hellenic Hull 
brings to the mutuality through the recent growth of its profi ts, and its 
exceptional promise for the future.

During 2019, American Hellenic Hull’s fi nancial performance gained 
signifi cant forward momentum. While year-on-year premium, 
and market penetration in general, continued to advance along 
accustomed, but positive, lines during the fi rst half of the year, the last 
two quarters of 2019 saw growing levels of sustainable profi tability 

which have continued into the opening months of 2020. In addition 
to a policy of careful risk selection and prudent pricing, some of this 
uplift in premium and profi tability is related to a contracting global 
market, giving American Hellenic Hull an increasingly strong position 
in underwriting fl eets of impeccable quality with considerable 
rating leverage.

Although the 2019 year of account ended with a small loss for 
American Hellenic Hull, the opening months of 2020 have continued 
to show levels of premium growth and profi tability which appear to be 
thoroughly sustainable over the remainder of the year and beyond.

Utilizing the business synergies between the American Club and 
American Hellenic Hull remains at the forefront of each insurer’s 
business plan over the years ahead. The combined networks of the 
Club and American Hellenic Hull are exceptionally broad.  Exploiting 
those networks will remain a key component of future development.  
Most particularly, the contribution of American Hellenic Hull to the 
Club in economic terms is certain to increase over the years ahead, 
and will continue to inure to the benefi t of all Club Members.

American Hellenic Hull Insurance Company, Ltd.

AMERICAN HELLENIC HULL

During 2019, American 

Hellenic Hull’s performance 

gained signifi cant forward 

momentum. This has 

continued into 2020.
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It can be diffi cult to make predictions for the future in the absence 
of understanding the past. But the unprecedented challenges of 
the COVID-19 pandemic have created an inverse reality to that 
observation: the preoccupations of the present and fears for the 
future are such as to obscure or diminish consideration of the past, 
and the lessons to be learned from it.

In the midst of the dislocation and anxiety created by the pandemic, 
fi rst thoughts naturally turn to those who have been directly affected 
by the virus: in person, or within the circle of their families, friends 
and colleagues. And within the maritime community, to which we 
all belong, there must always be a special thought for our seafaring 
friends, for whom dislocation – and sometimes anxiety – are so often 
part of the daily round.

With these thoughts in mind, and as mentioned extensively above, 
the American Club and EOM have focused single-mindedly on 
meeting – or indeed exceeding – the service expectations of their 
Members, Insureds and other friends in the midst of the COVID-19 
crisis. But despite concerns for the here and now in dealing with the 
pandemic, the more normal conditions which prevailed in 2019 are 
nevertheless deserving of serious retrospective as indicators for the 
longer-term fortunes for the Club, and its growing constituency of 
related businesses, once current diffi culties are behind us.

2019 was not an easy year for P&I underwriters in general. But 
despite having to make some hard decisions – particularly in regard 
to eliminating defi cits and fortifying its balance sheet through the 
levying of supplementary calls on certain years – the American 
Club has emerged into a position of strength in the early months of 
2020. The indicators of its fi nancial condition have improved 
substantially, risk pricing has gained ground, its membership profi le 
remains sound and its human and other resources have been 
augmented considerably.

So, despite the diffi cult times which currently prevail, there is cause for 
optimism that the future for the American Club – very different though 
its business might emerge from the operating paradigms of the past – 
will be one of continuingly successful service to the shipping industry 
across a growing spectrum of insurance capabilities. 

And with a thought, once again, to those who have suffered most 
through this crisis of health and economic wellbeing, your Managers 
thank all whom they are privileged to serve for their enduring support 
of the Club and EOM in the past, with the assurance, in extending 
those thanks, that they will continue to dedicate themselves to the 
highest standards of service for the future.

Security and Service in a World of 
Unprecedented Challenges

The future of the American 

Club will be one of continuingly 

successful service across a 

growing spectrum of insurance 

capabilities.

SECURITY AND SERVICE
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Independent Auditors’ Report

INDEPENDENT AUDITORS’ REPORT

To the Members of 
The American Steamship Owners Mutual Protection and Indemnity Association, Inc.

We have audited the accompanying consolidated fi nancial statements of the American Steamship Owners Mutual 
Protection and Indemnity Association, Inc. and its subsidiary (the “Association”), which comprise the consolidated 
balance sheets as of December 31, 2019 and 2018, and the related consolidated statements of operations and 
comprehensive income, changes in members’ equity, and cash fl ows for the years then ended, and the related 
notes to the consolidated fi nancial statements.

Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated fi nancial statements 
in accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
consolidated fi nancial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated fi nancial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
consolidated fi nancial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated fi nancial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the consolidated fi nancial statements, whether due to fraud 
or error. In making those risk assessments, the auditor considers internal control relevant to the Association’s 
preparation and fair presentation of the consolidated fi nancial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Association’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of signifi cant accounting estimates made by 
management, as well as evaluating the overall presentation of the consolidated fi nancial statements.

We believe that the audit evidence we have obtained is suffi cient and appropriate to provide a basis for our audit opinions.

Opinion
In our opinion, the consolidated fi nancial statements referred to above presents fairly, in all material respects, the 
fi nancial position of the Association as of December 31, 2019 and 2018, and the results of its operations and its 
cash fl ows for the years then ended in accordance with accounting principles generally accepted in the United States 
of America.

Disclaimer of Opinion on Supplemental Schedules
Our audits were conducted for the purpose of forming an opinion on the consolidated fi nancial statements as a 
whole. The supplemental schedules listed in the table of contents on pages 38-41 are presented for the purpose 
of additional analysis and are not a required part of the consolidated fi nancial statements. These schedules are 
the responsibility of the Association’s management. Such schedules have not been subjected to the auditing 
procedures applied in our audit of the consolidated fi nancial statements and, accordingly, it is inappropriate to and 
we do not express an opinion on the supplemental schedules referred to above.we do not express an opinion on the supplemental schedules referred to above.

June 16, 2020 
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DECEMBER 31

IN THOUSANDS NOTE 2019  2018

ASSETS

Investments 3 $     177,423  $     173,512  

Cash and cash equivalents 15,302  17,483  

Members’ balances receivable 46,296  25,298  

Reinsurance recoverable 6 61,125  51,111  

Advances to Hellenic Hull Mutual 1   7,120    7,575

Unbilled assessments 7 14,977  15,567  

Other assets 4 18,981  17,514  

Total Assets $     341,224      $     308,060  

LIABILITIES AND MEMBERS’ EQUITY

LIABILITIES:

Unpaid losses and allocated loss adjustment expenses 6 $     171,011  $     150,174  

Unreported losses 6  44,492   42,515

Unearned premiums   24,864   21,345

Reinsurance payable   7,648   7,049  

Surplus note payable 5   19,500   19,500  

Demand promissory note payable 5     7,531    10,035  

Other liabilities 4 11,986  12,217  

Total Liabilities $     287,032    $     262,835  

COMMITMENTS AND CONTINGENCIES

MEMBERS’ EQUITY:

Retained earnings $       52,431  $       48,608  

Accumulated other comprehensive income   1,761  (3,383)

Total Members’ Equity  $       54,192    $       45,225  

Total Liabilities and Members’ Equity $     341,224  $     308,060  

See Notes to Consolidated Financial Statements. 

American Steamship Owners Mutual Protection & Indemnity Association, Inc.

Consolidated Balance Sheets
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American Steamship Owners Mutual Protection & Indemnity Association, Inc.

IN THOUSANDS NOTE
RETAINED 

EARNINGS

ACCUMULATED
OTHER

COMPREHENSIVE
INCOME

TOTAL
MEMBERS’

EQUITY

Balance, January 1, 2018 $           54,086  $              3,528  $            57,614  

Net loss (5,478) —    (5,478) 

Unrealized investment losses —  (6,911)    (6,911) 

Balance, December 31, 2018  48,608   (3,383)    45,225  

Cumulative-effect adjustment for unrealized 
loss on available-for-sale equity securities (3,033) 3,033         —  

Net income   6,856  —    6,856  

Unrealized investment gains —   2,111      2,111  

Balance, December 31, 2019 $            52,431  $              1,761  $            54,192  

See Notes to Consolidated Financial Statements. 

Consolidated Statements of Operations and Comprehensive Income

Consolidated Statements of Changes in Members’ Equity

DECEMBER 31

IN THOUSANDS NOTE 2019 2018

INCOME

Net premiums and assessments earned 7 $    108,674  $      73,405  

Net investment income   4,544    4,081  

Unrealized gains on investments 5,303       —  

Net realized investment gains 3,327 2,302

Total Income     121,848         79,788  

EXPENSES

Losses and loss adjustment expenses incurred 6  71,443   45,905 

Other operating expenses 8  43,545   39,805

Total Expenses  114,988    85,710

Income (Loss) Before Income Taxes  6,860  (5,922)

Income tax provision   (4)                444

Net Income (Loss)  6,856  (5,478)

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES       

Unrealized gains (losses) on investments   5,438  (4,609)

Reclassification adjustments for net realized capital gains (3,327) (2,302)

Other Comprehensive Gain (Loss)           2,111          (6,911)

Comprehensive Income (Loss) $        8,967  $    (12,389) 
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DECEMBER 31

IN THOUSANDS 2019  2018

CASH FLOWS FROM OPERATING ACTIVITIES

Net income (loss) $            6,856  $          (5,478)   

Adjustments to reconcile net (loss) income to net cash used in 
operating activities:

 Amortization of bond premiums 1,339  1,490  

 Unrealized gain on investments (5,303)         —

 Net realized investment gains (3,327)  (2,302) 

 Depreciation  36   41  

(7,255)     (771) 

Changes in operating assets and liabilities:

 Members’ balances receivable  (20,999)  (10,876) 

 Reinsurance recoverable  (10,015)        (769) 

 Unbilled assessments         590       (770) 

 Other assets    (416) (2,389) 

 Unpaid and unreported losses and allocated loss adjustment expenses     22,814          (803) 

 Unearned premiums  3,519   1,283  

 Reinsurance payable      599    2,125  

 Other liabilities     (235)    5,617  

   (4,143)    (6,582) 

Net cash used in operating activities   (4,542) (12,831) 

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sales/maturities of investments   95,280    81,574  

Purchases of investments   (89,788)   (66,943) 

Purchases of fixed assets (631) (710) 

Net cash provided by investing activities   4,861   13,921  

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of demand promissory note    (2,500)  (10,000)

Net cash used in financing activities   (2,500) (10,000)

Net change in cash and cash equivalents    (2,181)    (8,910) 

Cash and cash equivalents, beginning of year 17,483   26,393  

Cash and cash equivalents, end of year $         15,302  $          17,483  

Supplemental Information:

Income taxes paid $ — $ —

Interest paid $ 400 $ 554

See Notes to Consolidated Financial Statements. 

American Steamship Owners Mutual Protection & Indemnity Association, Inc.

Consolidated Statements of Cash Flows
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1. Organization

American Steamship Owners Mutual Protection and Indemnity Association, Inc. (“the Association”), domiciled in New York State, 
was organized in 1917 to provide protection and indemnity (“P&I”) insurance to maritime organizations. Pursuant to the terms of the 
agreements between the Association and its Member-insureds, the Members are charged premiums and subsequent assessments in 
amounts adequate to cover the Association’s net operating expenses which are its total operating expenses, including net losses, less 
amounts earned by the Association from investment activities.

The Association is managed by Shipowners Claims Bureau, Inc. (“SCB”), an unrelated party. SCB provides administrative, underwriting, 
accounting and claims processing services to the Association for an annual fee.

Members are charged premiums based on the tonnage of their insured vessels. For the 2019 and 2018 policy years, at December 31, 
2019 and December 31, 2018, the gross tonnage insured was 22,362,661 and 20,737,575, respectively. 

During 2005, the members of the International Group of P&I Clubs (the “International Group”), of which the Association is a member, 
created a segregated cell captive insurance company, Hydra Insurance Co. Ltd (“Hydra”). The Association is a minority owner of the 
general cell and owns 100% of its segregated cell. The results of the Association’s segregated cell of Hydra are consolidated with the 
results of the Association in the consolidated financial statements.

During 2015, the Association established two wholly-owned subsidiaries, AHHIC, Inc., a U.S. domiciled holding company, and American 
Hellenic Hull Insurance Company, Ltd. (AHHIC, Ltd.), a Cyprus based insurer. During 2016, AHHIC, Ltd. obtained its license to operate 
and began writing business on July 1, 2016. The business written by Hellenic Hull Mutual, an unrelated insurer based in Cyprus, 
novated to AHHIC, Ltd. on a pro-rata basis on July 1, 2016.

In connection with the establishment of these two subsidiaries, AHHIC, Inc. advanced funds to Hellenic Hull Mutual so they could 
continue to fund operations while AHHIC Ltd. obtained its license to operate. As of December 31, 2016, the outstanding advances due 
to AHHIC, Inc. was $11.2 million, of which $7.3 million was collateralized by Hellenic Hull Mutual’s existing premium receivables and 
assessments. The remaining $3.9 million was unsecured. This $11.2 million advance was payable in full by December 31, 2017. On 
December 22, 2017, the Association instructed AHHIC, Inc., through their managers SCB, to extend the repayment date to September 
30, 2018. They also instructed AHHIC, Inc. to capitalize the $3.9 million unsecured additional funding. 

On September 12, 2019, the Association instructed AHHIC, Inc., through their managers SCB, to extend the repayment date to 
December 31, 2020. The outstanding amount as of December 31, 2019 is $7.1 million. 

On July 1, 2011, the Association began writing fixed premium protection and indemnity policies. The facility is managed by Eagle Ocean 
Agencies, Inc. (“EOA”) using the trading name of Eagle Ocean Marine (“EOM”), under a management contract with SCB. EOA provides 
administrative, underwriting, accounting and claims processing services on a commission basis.

EOM provides an insurance option for operators of smaller vessels who prefer fixed premium limited cover rather than a mutual product 
with full International Group Pooling limits. The cover is available to operators worldwide, excluding operators based in the United States 
or trading exclusively in U.S. waters. 

2. Summary of Significant Accounting Policies

The accompanying consolidated financial statements have been prepared on the basis of accounting principles generally accepted 
in the United States of America (GAAP). 

Principles of Consolidation: The consolidated financial statements include the financial statements of the Association and its wholly-
owned subsidiaries Hydra (segregated cell), AHHIC Inc. and AHHIC Ltd. All significant intercompany accounts and transactions have 
been eliminated. 

Reclassification: Certain prior period amounts have been reclassified to conform to current period classification. 

Investments - Equity securities are held at fair value, with unrealized investment gains (losses) recorded in net income. Debt securities 
with readily determinable fair values that the Association does not intend to hold to maturity are classified as available for sale and 
are reported at fair value.. Unrealized investment gains (losses) are shown in Members’ Equity. The Association has no investments 
in securities classified as held-to-maturity. Security transactions are recorded on the trade date. The Association’s investment in the 
general cell of Hydra is carried at cost.

Other invested assets, consisting primarily of investments in funds or partnerships, are reported at fair value. Fair values are 
determined based on the Association’s proportionate share of the underlying equity of the funds. 

A review of investments is performed as of each balance sheet date with respect to investments where the market value is below 
cost. For fixed maturity securities in an unrealized loss position, an other-than-temporary impairment (“OTTI”) is recognized in 
earnings when it is anticipated that the amortized cost will not be recovered. When either: (i) the Company has the intent to sell the 
security; or (ii) it is more likely than not that the Company will be required to sell the security before recovery, the OTTI recognized in 
earnings is the entire difference between the security’s amortized cost and estimated fair value. If neither of these conditions exist, the 
difference between the amortized cost of the security and the present value of projected future cash flows expected to be collected 
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is recognized as an OTTI in earnings (“credit loss”). If the estimated fair value is less than the present value of projected future cash 
flows expected to be collected, this portion of OTTI related to other-than-credit factors (“noncredit loss”) is recorded in OCI. 

The Association uses investment portfolio managers to manage the investment portfolio. Such portfolio managers are supervised 
by the Association and its managers. The identification of potentially impaired fixed maturity investments involves significant 
management judgment that includes the determination of their fair value and the assessment of whether any decline in value is other 
than temporary. If the decline in value is determined to be other than temporary, then the Association records a realized loss in the 
consolidated statement of operations and comprehensive income in the period that is determined, and the cost basis of that fixed 
maturity investment is reduced. 

Valuation Techniques

Fair Value Measurement - ASC 820 defines fair value, establishes a framework for measuring fair value, establishes a fair value 
hierarchy based on the quality of inputs used to measure fair value and establishes disclosure requirements for fair value 
measurements. The fair value of a financial instrument is the amount that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date (i.e., the exit price).

U.S. government and government sponsored enterprises - Comprised primarily of bonds issued by the U.S. Treasury. These 
securities are generally priced by independent pricing services. The independent pricing services may use actual transaction 
prices for securities that have been actively traded. 

Equity securities - Comprise actively traded, exchange-listed U.S. and international equity securities. Valuation is based on 
unadjusted quoted prices for identical assets in active markets that the Association can access. 

Other Sovereign Government Obligations, Municipal Bonds and Corporate Bonds - Valued on the basis of valuations furnished 
by an independent pricing service approved by the managers or dealers. Such service or dealers determine valuations for normal 
institutional-size trading units of such securities using methods based on market transactions for comparable securities and 
various relationships, generally recognized by institutional traders, between securities.

Other Invested Assets - As a practical expedient, we estimate fair value using the Net Asset Value (NAV) reported by the external 
fund manager, based on the fair value of the underlying assets in the fund using a consistently applied three-month lag period 
adjusted for any significant changes from the lag period to the reporting date of the Association.

Cash Equivalents - Cash equivalents include short-term, highly liquid investments with an original maturity of three months or less.

Members’ Balances Receivable and Charge Off – Members’ balance receivables are recorded and billed when the insurance 
coverage is bound. The Association reviews its allowance for doubtful accounts four times a year. Past-due balances over 90 
days are reviewed individually for collectability. Once all means of collection have been exhausted and the potential for recovery is 
considered remote, account balances, net of brokerage, are first offset against outstanding approved claims payments that were 
being held in accordance with the Association’s rules. Any remaining amount is then charged off against the allowance. Unsecured 
claims reserves are also reduced to zero as the insurance contract is terminated in accordance with the Association’s rules.

Fixed Assets - Computer equipment, furniture and fixtures, software, leasehold improvements and associated design, 
programming and installation costs have been capitalized and are being depreciated using the straight-line method over their 
estimated useful lives of three to ten years.

Liabilities for Unpaid Losses, Allocated Loss Adjustment Expenses and Unreported Losses - The liability for unpaid losses and 
allocated loss adjustment expenses represents the Association’s best estimate of the gross amount of losses and loss expenses 
to be paid on ultimate settlement and is provided on the basis of management’s and counsel’s evaluation of claims filed with 
the Association. The liability for unreported losses represents the Association’s best estimate of the gross amount required 
to ultimately settle losses which have been incurred but not yet reported to the Association as well as an estimate for future 
development on reported losses. Given the nature of the coverages written and the size of the Association, fluctuations in the 
liabilities for losses from year to year are likely. All changes in estimates are recognized in income currently within the consolidated 
financial statements.

Reinsurance - The Association’s reinsurance contracts do not relieve the Association of its obligations, and failure of a reinsurer to 
honor its obligations under a reinsurance contract could result in losses to the Association. The Association evaluates the financial 
condition of each potential reinsurer prior to entering into a contract to minimize its exposure to losses from reinsurer insolvency.

The Association records, as an asset, its best estimate of reinsurance recoverable on paid and unpaid losses, including 
amounts relating to unreported losses, on a basis consistent with the reserves for losses and in accordance with the terms of 
its reinsurance contracts. The Association reduces such reinsurance recoverable for amounts not collectible. Substantially all 
amounts recoverable from reinsurers are due from underwriters at Lloyds of London, Munich Re, Swiss Re, and other members of 
the International Group.

Risk and Uncertainties – Financial instruments, which potentially subject the Association to concentrations of credit risk, consist 
principally of periodic temporary investment of excess cash. The company places its temporary excess cash investments in high 
quality short-term investments through several high credit quality financial institutions. At times, such investments may be in 
excess of Federal Deposit Insurance Corporation (“FDIC”) insurance limits.
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Premiums and Assessments Written - The statements of operations include those premiums which have been billed in the respective 
year, together with estimates of unbilled assessments, representing an estimate of those assessments expected to be billed.

For the fixed premium facility for non-members, premiums are deferred and earned on a pro−rata basis over the terms of the 
policies, typically twelve months. 

The portion of premiums written applicable to the unexpired terms of the policies is recorded as unearned premiums.

Certain acquisition costs related to commissions payable to brokers for gross premium written related to periods after the 
reporting date are recorded as deferred acquisition costs and are amortized to the statement of operations over time.

For the years ended December 31, 2019 and 2018, no Member accounted for 10% or more of total revenue.

Income Taxes -The Association is exempt from income taxes except for federal and New York State taxes on taxable interest 
and dividends received. The provision for income taxes is different from that which would be obtained by applying the statutory 
federal income tax rate to net investment income primarily due to tax-exempt interest income included in investment income. 
Deferred income tax relating to accrued taxable interest and dividends is recorded. The Company has no uncertain tax positions 
as of December 31, 2019. 

Use of Estimates - The preparation of consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial 
statements and the reported amounts of revenues and expenses during the reported period. Actual results could differ from those 
estimates. Significant estimates are unreported losses and investments. 

Adoption of Accounting Standard – On January 5, 2016, the FASB issued Accounting Standards Update 2016-01, Financial 
Instruments. This standard requires most equity investments to be measured at fair value with changes in fair value recognized in 
net income instead of other comprehensive income; the standard is effective for non-public companies for years beginning after 
December 15, 2018. This amendment must be applied by a cumulative-effect adjustment to the balance sheet as of the beginning 
of the fiscal year of adoption. The Company adopted this standard on January 1, 2019. Retained earnings and accumulated other 
comprehensive income were adjusted in the amount of ($3.0) million and $3.0 million, respectively, due to this amendment.

3. Investments 

The cost or amortized cost, gross unrealized gains and losses and fair value of investments in equity securities and debt 
securities classified as available-for-sale at December 31, 2019 and 2018 were as follows: 

COST OR
AMORTIZED

COST

GROSS 
UNREALIZED

GAINS

GROSS 
UNREALIZED

LOSSES
FAIR 

VALUE

December 31, 2019

U.S. Treasury and obligations of other
 U.S. government corporations and agencies $     29,898    $          271   $             6   $     30,163  

Obligations of states and political subdivisions 65,310  1,433     27    $     66,716  

Industrial and miscellaneous bonds  5,076        90        —    $       5,166  

Common stocks 59,465  10,119            1,583    $     68,001  

Other invested assets   9,773     274            2,670    $       7,377  

Total $   169,522   $   12,187   $      4,286   $   177,423  

COST OR
AMORTIZED

COST

GROSS 
UNREALIZED

GAINS

GROSS 
UNREALIZED

LOSSES
FAIR 

VALUE

December 31, 2018

U.S. Treasury and obligations of other
 U.S. government corporations and agencies $     16,612    $            50    $         105   $      16,557  

Obligations of states and political subdivisions 66,953   296     549    $      66,700 

Industrial and miscellaneous bonds  4,579        —        58    $        4,521  

Common stocks 75,573 5,734 3,673   $      77,634  

Other invested assets  9,308     354  1,562    $        8,100  

Total $   173,025 $      6,434   $      5,947  $   173,512
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The fair value and amortized cost of available-for-sale debt securities at December 31, 2019 by contractual maturity are shown 
below. Expected maturities may differ from stated maturities because borrowers may have the right to call or prepay certain  
obligations with or without pre-payment penalties.

 

American Steamship Owners Mutual Protection & Indemnity Association, Inc.

The following summarizes unrealized investment losses by class of investment at December 31, 2019 and 2018. The Association 
considers these investments to be only temporarily impaired. 

 LESS THAN 12 MONTHS  12 MONTHS OR MORE  TOTAL

FAIR 
VALUE

UNREALIZED
LOSSES

FAIR 
VALUE

UNREALIZED
LOSSES

FAIR 
VALUE

UNREALIZED
LOSSES

December 31, 2019

Government obligations $ — $               — $       1,491  $              6 $        1,491  $ 6

Obligations of states and  
political subdivisions          5,232                26               463          1           5,695     27  

Industrial and 
miscellaneous bonds      —   —   —   —   —    —  

Common stocks 12,577     244   10,140   1,339   22,717   1,583  

Other invested assets      61              404           2,429   2,266    2,490   2,670  

Total $    17,870  $          674  $    14,523  $       3,612  $     32,393  $       4,286  

 LESS THAN 12 MONTHS  12 MONTHS OR MORE  TOTAL

FAIR 
VALUE

UNREALIZED
LOSSES

FAIR 
VALUE

UNREALIZED
LOSSES

FAIR 
VALUE

UNREALIZED
LOSSES

December 31, 2018

Government obligations $ 4,508 $               20 $ 5,312 $             85 $  9,820 $ 105

Obligations of states and  
political subdivisions     7,474                 25      32,154          524      39,628      549  

Industrial and 
miscellaneous bonds  2,070   32   1,963  26  4,033    58 

Common stocks  23,321  1,735  23,722  1,938   47,043   3,673  

Other invested assets       60              180           5,743   1,382    5,803   1,562  

Total $     37,433  $       1,992  $     68,894  $        3,955  $   106,327  $        5,947  

AMORTIZED 
COST

FAIR 
VALUE

Due in one year or less   $               25,755    $             25,936  

Due after one year through five years   35,121  35,699  

Due after five years through ten years   25,357  26,244  

Due after ten years   14,051  14,168  

Total   $            100,284    $           102,047  
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Fair Value Hierarchy

In accordance with Fair Value Measurement Accounting Guidance, the Association has categorized its financial instruments, based on 
the priority of the inputs to the valuation technique, into a three-level fair value hierarchy. The fair value hierarchy gives the highest priority 
to quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). If the 
inputs used to measure the financial instruments fall within different levels of the hierarchy, the categorization is based on the lowest level 
input that is significant to the fair value measurement of the instrument. 

Financial assets and liabilities recorded on the Balance Sheets are categorized based on the inputs to the valuation techniques as follows:

Level 1 Financial assets and liabilities whose values are based on unadjusted quoted prices for identical assets or liabilities in an active  
 market that the Association has the ability to access (examples include publicly traded common stocks and certain U.S.  
 government and agency securities).

Level 2 Financial assets and liabilities whose values are based on quoted prices in markets that are not active or model inputs that are  
 observable either directly or indirectly for substantially the full term of the asset or liability. Level 2 inputs include the following: 

 a) Quoted prices for similar assets or liabilities in active markets;

 b) Quoted prices for identical or similar assets or liabilities in non-active markets;

 c) Pricing models whose inputs are observable for substantially the full term of the asset or liability; and

 d) Pricing models whose inputs are derived principally from or corroborated by observable market data through  
  correlation or other means for substantially the full term of the asset or liability.

Level 3 Financial assets and liabilities whose values are based on prices or valuation techniques that require inputs that are both unob 
 servable and significant to the overall fair value measurement. These inputs reflect management’s own assumptions about the  
 assumptions a market participant would use in pricing the asset or liability. 

The following table presents the Association’s fair value hierarchy for those assets and liabilities measured at fair value on a recurring basis 
as of December 31, 2019 and 2018: 

American Steamship Owners Mutual Protection & Indemnity Association, Inc.

FAIR VALUE MEASUREMENTS  
 AS OF DECEMBER 31, 2019

TOTAL FAIR 
VALUE LEVEL 1 LEVEL 2 LEVEL 3

VALUED 
AT NAV

ASSETS

U.S. Treasury and obligations of other
 U.S. government corporations and agencies   $      30,163    $     30,163  $ — $ — $                —

Obligations of states and political subdivisions    66,717  —   66,717  —  —

Industrial and miscellaneous bonds   5,166  — 5,166  —  —

Common stocks   68,001  67,981  —     20  —

Other invested assets    7,376         —  — — 7,376

Total   $    177,423    $     98,144   $    71,883  $        20 $          7,376

 

Proceeds from sales of investments and gross realized gains and losses on such sales are shown below:

There were no other-than-temporary impairments recorded in 2019 or 2018. 

At December 31, 2019 and 2018, United States Government Treasury notes in the amount of $305 par value, respectively, were 
deposited with regulatory authorities as required by The New York Insurance Law.

2019  2018

Proceeds from sales of investments $                 64,097   $              60,972  

Gross realized gains   4,104  3,520  

Gross realized losses      777   1,218  
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4. Other Assets and Liabilities

2019 2018

Other Assets

Computer equipment and software - net of accumulated depreciation of $6,503  
and $6,467, respectively  $            1,452 $               857  

Receivable for securities sold      13   127  

Accrued interest receivable    960   872  

Income tax recoverable 174 967  

Prepaid reinsurance premiums  4,194  3,768  

Management fee receivable  2,598  1,941  

Net recovery US Oil Spill Liability Trust Fund  1,944  1,944  

Other assets   7,646  7,038 

 $         18,981 $          17,514  

Other Liabilities

Accrued expenses  $           9,622 $            9,879  

Liability for securities purchased 2,363 2,337  

Income tax payable      1       1  

 $       11,986 $        12,217  

During the years ended December 31, 2019 and 2018, there were no transfers into (out of) Levels 1, 2 or 3. There were no  
purchases or sales of assets classified as Level 3 during the years ended December 31, 2019 and 2018.

This class includes several private equity funds that invest primarily in real estate, energy infrastructure, and other private equity funds. 
These investments can never be redeemed with the funds. Instead, the nature of the investments in this class is that distributions are 
received through the liquidation of the underlying assets of the fund. If these investments were held, it is estimated that the underlying 
assets of the fund would be liquidated over 3 to 8 years, subject to 2 to 4 one-year extensions. However, as of December 31, 2019, it is 
probable that all of the investments in this class will be sold at an amount different from the net asset value of the Company’s ownership 
interest in partners’ capital. Therefore, the fair values of the investments in this class have been estimated using recent observable 
transaction information for similar investments and non-binding bids received from potential buyers of the investments. As of December 
31, 2019, a buyer (or buyers) for these investments has not yet been identified. Once a buyer has been identified, the investee fund’s 
management must approve of the buyer before the sale of the investments can be completed. As of December 31, 2019, there are  
$1.8 million in unfunded commitments.

The Oil Spill Liability Trust Fund (OSLTF or Fund) is a fund established as a funding source to pay removal costs and damages 
resulting from oil spills in waters of the United States. The United States Coast Guard’s National Pollution Funds Center (NPFC), 
in Arlington, Virginia, manages use of the OSLTF.

FAIR VALUE MEASUREMENTS  
 AS OF DECEMBER 31, 2018

TOTAL FAIR 
VALUE LEVEL 1 LEVEL 2 LEVEL 3

VALUE 
AT NAV

ASSETS

U.S. Treasury and obligations of other
 U.S. government corporations and agencies $       16,557 $ 16,557 $ — $ — $                —

Obligations of states and political subdivisions   66,700  —   66,700 —  —

Industrial and miscellaneous bonds  4,521  — 4,521 —  —

Common stocks  77,634  77,614 —     20  —

Other invested assets    8,100         — — —  8,100

Total $     173,512  $        94,171 $  71,221 $        20 $          8,100
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6. Unpaid Losses and Reinsurance Recoverable

Activity in the liability for unpaid losses and allocated loss adjustment expenses and unreported losses is summarized as follows:

In 2019, unfavorable development for prior years was $15.9 million. The unfavorable development was the result of $5.4 million 
expected emergence for the 2018 policy year along with additional emergence of $10.2 million, and unfavorable emergence of $300 
thousand for policy years 2017 and prior.  An increase or decrease due to re-estimation of prior year’s losses is generally a result of 
ongoing analysis of recent loss development trends as well as claim reviews on specific files.

In 2018, unfavorable development for prior years was $7.7 million. The unfavorable development was the result of $5.8 million 
expected emergence for the 2017 policy year along with additional emergence of $3.5 million, which was offset by a favorable 
emergence of $1.6 million for policy years 2016 and prior. An increase or decrease due to re-estimation of prior year’s losses is 
generally a result of ongoing analysis of recent loss development trends as well as claim reviews on specific files.

Original estimates are increased or decreased as additional information becomes known regarding individual claims. A fluctuation in 
reserves within a reasonable actuarially calculated range of those carried by the Association at December 31, 2019 is not expected 
to materially impact surplus.  

The following tables present information about incurred and paid claims development on Ocean Marine business as of December 
31, 2019, net of reinsurance, as well as cumulative claims frequency. The table includes unaudited information about incurred and 
paid claims development for the years ended December 31, 2010 through 2016, which the Association presents as supplementary 
information. The number of reported claims is measured by claim event and an individual claim event may result in more than one 
reported claim. The Association considers a claim that does not result in a liability as a claim closed without payment. All the claim 
count information is disclosed on a per claimant basis.

2019 2018

Gross balance at January 1   $       192,689    $       193,493  

Less reinsurance recoverable on unpaid losses  49,683   48,028  

Net Balance at January 1  143,006   145,465

Incurred related to:

 Current year 55,566  38,230

 Prior years  15,877     7,675

Total Net Incurred  71,443   45,905

Paid related to:

 Current year   8,804   10,221

 Prior years  47,522   38,143

Total Net Paid  56,326   48,364

Net balance at December 31  158,123   143,006  

Plus reinsurance recoverable on unpaid losses 57,380  49,683

Gross Balance at December 31   $      215,503  $        192,689  

American Steamship Owners Mutual Protection & Indemnity Association, Inc.

5. Debt

At December 31, 2019 and 2018 the Association owed $7.5 million and $10 million, respectively, on a demand promissory 
note from Deutsche Bank Trust Company America (“demand promissory note).  Interest on the demand promissory note was 
calculated using a rate of 3-month LIBOR plus 1 percent. Interest accrued at December 31, 2019 and 2018 was $31 and $35, 
respectively. 

During 2015, a surplus note with an interest rate of 8% and a date of maturity of December 20, 2040, in the amount of $19.5 
million was issued in exchange for cash as a private placement issue by the Association. No payment of principal or interest 
shall be permitted on the surplus note without the prior approval of the Superintendent of the New York State Department of 
Financial Services and shall only be made out of free or divisible surplus of the Association. In the event of the liquidation of 
the Association, the claims under this surplus note shall be paid out of any assets remaining after the payment of all policy 
obligations and all other liabilities, but before distribution of assets to members. Interest accrued on the note at December 31, 
2019 was $6.2 million and was recorded under Other liabilities on the balance sheet. 
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Incurred Claims and Allocated Claims Adjustment Expenses, Net of Reinsurance 
For the Years Ended December 31

Accident 
Year 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

IBNR
2019

at Dec 31, 2019

Cumulative 
Number of 
Reported 
Claims 

2010  72,234  67,817   67,271  64,298  63,492  63,330  63,233   62,244   62,015  62,318     199        2,048 

2011  74,353   74,842  67,861  69,520  69,778  69,026   66,279   65,126  64,711     302        1,856 

2012   74,409  69,348  65,895  64,766  67,837   65,615   65,273  64,382      1,138        1,748 

2013  77,992  71,244  66,232  72,860   73,504   74,850  74,462  1,258        1,778 

2014  71,946  68,966  67,533   67,578   66,662  65,743  2,099        1,861 

2015  55,047  47,232   44,471   43,635  41,784  2,200        1,577 

2016  61,890   58,586   57,791  56,859  1,798        1,603 

2017   46,539   51,749  55,339  1,672        2,328 

2018    44,906  56,731  4,114        2,426 

2019     60,278  10,583        2,048 

Total  $602,607 $25,363 

2019 2018

Reinsurance recoverable on unpaid losses   $         57,380  $           49,683

Reinsurance recoverable on paid losses  3,745   1,428

Total reinsurance recoverable   $        61,125  $          51,111

2019 2018

Direct   $         74,621  $           50,468

Assumed  18,145   14,883

Ceded  (21,323)  (19,446)

Total losses and loss adjustment expenses incurred   $        71,443  $          45,905

The Association assumes losses from the International Group Pool (the “Pool”) and cedes direct and assumed losses to reinsurers to 
limit its exposures. The components of incurred losses are as follows:

Paid Claims and Allocated Claims Adjustment Expenses, Net of Reinsurance 
For the Years Ended December 31

Accident  
Year 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Claims 
Duration

2010      9,612    34,443    40,531    49,421  54,150    56,472    58,604    59,357    59,732    60,244 0.8%

2011    37,074    32,097    47,317  52,194    56,673    58,832    62,948    63,202    63,300 0.4%

2012    10,486    35,955  50,843    58,807    55,700    61,395    61,455    62,292 1.0%

2013    17,860  25,743    37,780    53,536    60,493    62,600    65,821 3.6%

2014  12,707    28,385    50,292    56,336    59,113    60,583 4.2%

2015      7,678    18,576    25,390    28,631    30,894 4.8%

2016    13,911    29,903    41,865    46,357 11.5%

2017    10,828    27,900    41,733 21.0%

2018    10,221    27,825 24.8%

2019       11,446 23.2%

Total   $470,495 

All outstanding liabilities prior to 2010, net of reinsurance  $  26,011 

Liabilities for claims and claim adjustment expenses, net of reinsurance  $158,123 

Unaudited

Unaudited
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2019 2018

Asbestos-Related Claims   

Aggregate gross losses paid to date at December 31   $          16,621  $            15,325  

Loss reserves - reported     6,147     5,533  

Loss reserves - unreported  9,521   9,521  

 
In February 2002, a former Member commenced legal action against the Association claiming increased coverage in asbestos-
related illness cases applying only one deductible per claim, rather than one deductible per insurance policy year, the 
Association’s long-standing discretionary practice for policy years prior to February 20, 1989.

In May 2004, the Association’s Board of Directors resolved to terminate the prior discretionary practice of paying unreported, 
unreserved or under reserved occupational disease claims on closed policy years prior to February 20, 1989.

In June 2004, the Association filed a Declaratory Judgment Action in Federal Court against all of its pre-February 20, 1989 
members (the “former members” or “defendants”) seeking a judicial declaration that the Association was entitled to terminate 
a prior practice of indemnifying those former members with respect to asbestos related and other occupational disease claims 
against them arising from occurrences (exposure) in the pre-February 20, 1989 years (the “Closed Years Claims”). The basis for 
the complaint was that, before the accounts for the pre-February 20, 1989 years were closed, the former members had never paid 
assessments to cover what were then unknown claims. The Association commenced this action because of its concern that the 
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7. Premiums and Assessments

At December 31, 2019 and 2018, an unbilled assessment in the amount of $15.0 million and $15.6 million, respectively, was  
recorded as a result of the Association’s asbestos-related claims settlement agreement as described in Note 9. The Association 
is a fully assessable mutual insurance company.  It has the ability to charge subsequent assessments to cover losses and  
operating expenses.  The unbilled assessment represents the amount that would be needed to cover the asbestos reserves.

8. Other Operating Expenses

  

9. Commitments and Contingencies

Letters of Credit – At December 31, 2019 and 2018, the Association had outstanding letters of credit for $3.9 million and $4.5 
million, respectively.  The bond investment accounts, held by Deutsche Bank Trust Company America as custodian, are pledged 
as collateral for the Letters of Credit.

Exposure to Asbestos-related and Environmental Claims – Since the early 1980’s industry underwriting results have been ad-
versely affected by claims developing from asbestos-related coverage exposures. The majority of such claims allege bodily injury 
resulting from exposure to asbestos products.

2019 2018

Premiums written and billed assessments   $      141,006    $        96,977  

Change in unbilled assessments   (590)      770  

Return premiums    (682)     (481) 

Reinsurance premiums ceded  (28,411)  (22,546) 

Net premiums and assessments written  111,323    74,720  

(Increase) decrease in net unearned premiums   (2,649)  (1,315)  

Net Premiums and Assessments Earned   $     108,674  $         73,405 

2019 2018

Management fee   $         17,934    $         19,064  

Bad debts      292       502  

Brokerage  13,154   9,786  

Other  12,165   10,453  

Total Other Operating Expenses   $        43,545  $          39,805 
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costs of the Closed Year Claims against its former members were being improperly shifted to the Association’s current members, 
without their consent and in violation of the principles of mutuality. 

On February 5, 2008, the Association entered into a Settlement Agreement with its former members/defendants ending the 
Declaratory Judgment action. The Settlement Agreement resolved all of the disputed factual and legal issues raised in the litigation. 
While the Association will now provide coverage to its former members for their Closed Year Claims, the Association’s payment of 
those claims is subject to an annual limit of $800, regardless of the aggregate value of the former members’ Closed Year Claims, 
and the former members have agreed to continue to absorb multiple deductibles in calculating the value of their indemnity claims. 

With respect to environmental liability, the Association’s only exposure arises out of sudden and accidental pollution caused by 
the escape of polluting substances (primarily oil) from oceangoing or inland river vessels which are capable of navigation.

Other Contingencies – From time to time, asserted and unasserted claims are made against the Association in the ordinary 
course of business. Management of the Association does not believe that the outcome of any such proceedings will have a 
material adverse effect on the Association’s financial position or result of operations.

10. Statutory Filings

The Association is required to report the results of its operations to the New York State Department of Financial Services (“the 
Department”) on the basis of accounting practices prescribed or permitted by the Department (“statutory accounting practices”), 
which differ in some respects from accounting principles generally accepted in the United States of America.

State insurance statutes require the Association to maintain a minimum statutory surplus of $250 and permit the Department to 
specify a higher amount at its discretion. The Department has specified $7.5 million as the minimum surplus to be maintained by the 
Association. The Association reported statutory surplus of $69.8 million and $59.2 million as of December 31, 2019 and December 
31, 2018, respectively. 

The Association is currently undergoing its mandatory state examination. The statutory surplus reported here is subject to further 
adjustment, which will not be known until the final report is issued and agreed to at the completion of the examination process.

11. Leases

The Association’s managers have a lease in which they are the named tenant, which commenced on March 1, 2014 and expires  
September 30, 2029. The Association is the guarantor of this lease agreement. The potential obligation of the guarantee over the term 
of the lease is approximately $18.3 million. 

12. Average Expense Ratio

In accordance with Schedule 3 of the International Group Agreement 1999, the Association is required to disclose its Average 
Expense Ratio, being the ratio of operating expenses to income, including premium and investment income, averaged over the 
five years ended December 31, 2019.

The operating expenses include all expenditures incurred in operating the Association, excluding expenditures incurred in 
dealing with claims. The premium income includes all premiums and calls. The investment income includes all income and 
gains whether realized or unrealized, exchange gains and losses less tax, custodial fees and internal and external investment 
management costs. The relevant calculations entail adjustments to calls and premiums to reflect policy years rather than 
accounting periods. Adjustments are also required for transfers from operating costs to internal claims handling costs and 
internal investment management costs.

For the five years ended December 31, 2019, the ratio of 24.3% has been calculated in accordance with the schedule mentioned 
above and the guidelines issued by the International Group. This compares with a ratio of 26.6% recorded for the five years 
ended December 31, 2018. 

However, when considering brokerage expense netted against calls and premiums earned rather than including in operating 
costs as shown in the accounts, the calculated ratio for the five years ended December 31, 2019 is 18.3%. This compares with a 
ratio of 20.5% calculated for the five years ended December 31, 2018.

These calculations reflect all known information through December 31, 2019.

13. Subsequent Events

Subsequent events have been considered through June 16, 2020, the date these audited consolidated financial  statements were 
available to be issued.

As a result of the spread of the COVID-19 coronavirus, economic uncertainties have arisen which may negatively affect the 
financial position, results of operations and cash flows of the Association. The duration of these uncertainties and ultimate 
financial effects cannot be reasonably estimated at this time. 

* * * * *
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P&I FD&D

IN THOUSANDS 2019 2018 2019 2018

INCOME

Net premiums and assessments earned $       92,224  $       64,043    $      2,866  $        3,734  

Net investment income   4,407    3,856    21   167  

Unrealized gains on equity investments   5,143          —   160     —  

Net realized investment gains   3,227    2,175  94       61  

Total Income  105,001    70,074   3,141  3,962

EXPENSES

Losses and loss adjustment expenses incurred   59,835    38,748  1,851  2,253

Other operating expenses   37,743    35,043  1,173  2,043

Total Expenses    97,578     73,791  3,024  4,296

Income (Loss) Before Income Taxes       7,423       (3,717)   117 (334)

Income tax provision        5    435  —  25

Net Income (Loss)    7,428   (3,282)   117  (309)

OTHER COMPREHENSIVE LOSS, NET OF TAX

Unrealized gains (losses) on investments     2,074   (6,505)     64   (379)

Other Comprehensive Gain (Loss)    2,074   (6,505)     64   (379)

Comprehensive Income (Loss) $         9,502   $        (9,787) $           181   $         (688) 

P&I – represents Protection and Indemnity insurances for Class I Owners’ risk and Class III Charterers’ risk.
FD&D – represents Class II Freight, Demurrage and Defense insurance. 

American Steamship Owners Mutual Protection & Indemnity Association, Inc.

Unaudited Supplemental Schedules
Statement of Operations and Comprehensive Income Years Ended December 31, 2019 and 2018

Note: The operations of AHHIC, Inc,. a wholly owned subsidiary, has not been included in this presentation.
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CHANGE IN NET PROVISION FOR CLAIMS

Claims outstanding:

 Members’ claims           145,248          129,252  

 Other Clubs’ Pool claims  63,233  57,269  

 208,481  186,521  

Reinsurance recoverables:

 From the Group excess of loss reinsurance  114  117  

 From the Pool  14,943  12,268  

 Other reinsurers  40,862  34,133  

 55,919  46,518  

Net claims outstanding at December 31  152,562 140,003  

Net claims outstanding at January 1  140,003  142,966  

Change in Net Provision for Claims  $        12,559 $          (2,963) 

IN THOUSANDS 2019 2018

NET CLAIMS PAID

Gross claims paid:

 Members’ claims  $        45,498 $         52,881  

 Other Clubs’ Pool claims  12,191   7,352  

 57,689  60,233  

Recoveries on claims paid:

 From the Group excess of loss reinsurance   10     4  

 From the Pool      188    8,776  

 Other reinsurers    7,636    5,925  

   7,834  14,705  

Net Claims Paid  $        49,855 $         45,528  

American Steamship Owners Mutual Protection & Indemnity Association, Inc.

Unaudited Supplemental Schedules
Open and Closed Years and Contingency Fund

Unaudited Supplemental Schedules
Losses and Reinsurance Recoverable Years Ended December 31, 2019 and 2018

The Association maintains separate accounting for each policy year, which runs from February 20 through February 20, and keeps 
policy years open until the Board of Directors resolve to close the year. Years are closed after the ultimate liabilities for that year 
are known with a high degree of probability. The 2016/17 policy year was closed on March 31, 2019, without further calls. 

The Association accounts for premiums, assessments and paid and incurred losses by policy year on a specific identification 
basis. Other amounts, such as investment income, gains and losses and expenses are allocated to policy years in a systematic 
and rational manner, so as to maintain equity between policy years.

In 1996 the Board of Directors resolved to bifurcate the closed policy years’ and open policy years’ surplus of the Association  
by establishing the contingent fund. The purpose of the contingency fund would be to moderate the effect of supplementary 
calls in excess of those originally forecast for a particular policy year by reason of claims for that year having exceeded originally 
expected levels.

Note: The operations of AHHIC, Inc,. a wholly owned subsidiary, has not been included in this presentation.

39



American Steamship Owners Mutual Protection & Indemnity Association, Inc.

DEVELOPMENT OF OPEN POLICY YEARS

2017–18 2018–19  2019–20

INCOME   

Calls and premiums – net   $    91,002    $    80,445    $    69,476  

Investment income   4,677   3,510   2,404  

Total Income  95,679   83,955   71,880  

EXPENSES

Net paid losses  35,539   17,372     5,822  

Net pending losses  12,134   23,782   33,461  

Unreported losses   1,557    4,086    9,535  

Reinsurance premiums  20,758   21,594   17,153  

Other operating expenses   26,214    24,385    22,074  

Total Expenses  96,202   91,219   88,045  

RETAINED EARNINGS (DEFICIT)      (523)   (7,264) (16,165) 

MEMBERS’ EQUITY (DEFICIT): OPEN YEARS   $       (523)   $    (7,264)   $  (16,165) 

A 10% assessment in each of the following open policy years would generate the following net income for the Association  
 (in thousands):

 2017/18   $6,004
 2018/19   $6,101  
 2019/20   $6,526

For the 2019/20 policy years calls and premiums are stated on an earned basis to December 31, 2019. Expenses are stated  
 on an accrued basis for the same period.

 

CLAIMS OUTSTANDING (INCLUDING UNREPORTED LOSSES) - OPEN YEARS

2017–18 2018–19 2019–20

Gross outstanding claims   

 Members’ claims   $    18,023    $    26,387    $    35,575  

 Other Club’s Pool claims   8,579   15,709   13,589  

 26,602   42,096   49,164  

Pending reinsurance recovery

 From the Group excess of loss reinsurance — — —

 From the Pool —    2,049  —

 Other reinsurers  12,912   12,178    6,167  

 12,912   14,227    6,167  

Net Outstanding Claims   $    13,690    $    27,869    $    42,997  

Note: The operations of AHHIC, Inc,. a wholly owned subsidiary, has not been included in this presentation.
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DEVELOPMENT OF CLOSED POLICY YEARS AND CONTINGENCY FUND

2019 2018

Closed Years’ Balance, January 1 $ — $ —

Total income earned  46,605   10,096  

Net paid losses   18,691    14,565  

Net pending losses     (10,457)       (9,885) 

Unreported losses (2,003)      502 

Reinsurance premiums         —       26 

Other operating expenses  6,188   5,880  

Total expenses incurred  12,419   11,088 

Unrealized investment gains (losses) (7,415)  (6,911)  

Transfer from closed policy year 2016/17 (13,211)        — 

Transfer from closed policy year 2015/16         —  11,980

Net change   13,560      4,077  

Transfer from (to) contingency fund (13,560) (4,077) 

Closed Years’ Balance, December 31 $                 — $ —

Contingency Fund Balance, January 1 $          64,584  $          60,507  

Transfer from (to) closed policy years   13,560      4,077  

Contingency Fund Balance, December 31 $          78,144  $          64,584  

Open Policy Years’ Equity

2016/17 $                 — $           (9,892)

2017/18    (523)  (7,579)  

2018/19   (7,264)   (1,888) 

2019/20  (16,165)          — 

Total Members’ Equity $          54,192  $          45,225  

Claims Outstanding (including unreported losses) – Closed Years

Gross pending losses

 Members’ claims $          65,263  $          59,864  

 Other Clubs’ Pool claims  25,347   31,209  

  90,610     91,073  

Pending reinsurance recovery

 From the Group excess of loss reinsurance  114   117  

 From the Pool  12,894    7,397  

 Other reinsurers   9,605   12,727  

 22,613   20,241  

Net Pending Losses $          67,997  $          70,832  

(a) All amounts are reported in nominal dollars and do not give effect to any discounts.

American Steamship Owners Mutual Protection & Indemnity Association, Inc.
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The Mission of the American Club

The American Club’s mission is to provide its Members with a broad and 
fi nancially secure range of P&I and related insurance services which most 
effectively meet the imperatives of their day-to-day business and which are 
delivered in an attentive, effi cient, courteous and focused manner. 

Specifi cally, the American Club seeks to:

¢  Foster the development of a broadly-based, diverse and high
quality membership by reference to vessel-type, trade and domicile
of management

¢  Provide insurance services carefully tailored to individual Members’ 
needs at a cost which is competitive, yet fully refl ects a responsible 
approach to the fi nancial well-being of the Club as a whole

¢  Apply best industry practice to issues of loss prevention and 
risk control

¢  Handle claims in an energetic and practical manner aimed at minimizing 
exposure both to individual Members and to the Club as a whole

¢  Ensure that the fi nancial transactions of Members and others who deal 
with the Club are accomplished with effi ciency, accuracy and fairness

¢  Develop and maintain cordial and constructive relationships with 
regulators, the Club’s International Group co-venturers, the broking 
community, reinsurers, the Club’s correspondents and other 
professional service providers, rating agencies and all its other 
business associates and counterparties

¢  Exhibit in the conduct of its corporate governance exemplary standards 
of transparency, being alert to the needs of, and accountable to, Club 
Members at large

In accomplishing its mission, the American Club seeks to exceed 
expectations in all that it does, justifying its status as a fi rst division marine 
insurer with a reputation for professional integrity, fi nancial strength and 
customer care commanding universal respect within the industry.
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