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Managing Director

statement s it is appropriate to note
the completion of our first year writing
P&I business on a fixed premium basis.

This report enjoys a very diverse
readership. As assureds, you may operate
bunker vessels in Singapore, fishing
vessels off the coast of Alaska,
sophisticated supply vessels in the North
Sea, general cargo vessel in Europe,
container vessels off China or river barges
on the Rhine. However, whatever your
business, your need for a realible &
specialised P&I facility is the same. The
British European & Overseas P&I facility
is committed as always to meet all your
needs when it comes t
P&I.
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I would like to thank my fellow colleagues
for all their diligence in serving our
assureds and maintaining the sound
operations of the P&I facility.
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Indeed it has been a very competitive
year, and has reinforced the point that

ofixedd premium facilities ar
and,wi t h s ome totd aP&d&chibso mu
issuingunbudget ed excess O0call sdé on

members, o0fixedotrdgpaemi um P&l
viableal t ernative to the wusual
system, and demonstrated the importance
of the values so central to us o
understanding the distinct requirments of
our assureds, maintaining quality issues,
keeping close to each operational area that
our assuredod6s operate
stability of service, and managing the

funds prudently.

wi t hin,

TheLo®s Prevention Committeebod
the British European & Overseas P&
operate i s unique withi
premium market, as it is made up of our
assureds within the facility, and with

their knowledge is fundamental in

ensuring that we continue to serve our

portfolio to the standard that they require.
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David G. Skinner 8 Managing Director
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Company Secretary®

statement 8 We are pleased to report
that the facility had a successful year. We
still faced strong competition from the
other ofixedo
desperate (from our observation) to write
any business and often quoted rates well
below those at which we were prepaed to
guote. Notwithstanding this we saw an
unprecedented number of enquiries,
indicating to us that many operators were
wary that these underwriters did not
satisfy their needs.

In the last 12 months, starting from a
clean sheet of paper our portfolio has
increased to some 245 vessels, ranging
from general cargo vessels, container
vessels, supply vessels, bulkers, tugs and
barges, with an overal tonnage of some

premi um

1.45 million gross tons and, a net
premium of some US Dollars 20.7 million
0 gross reinsurance costs were just under
US Dollars 3.5 million. Our reinsurance
programme is currently led by one of the

rated security. However, the programme
is contiguously being reviewed in order to
obtain the
facility.

In overal terms the business continues to
developed in a satisfactory manner and, in
accordance with our 5 year business plan
0 due to the success of the first 12 months,
the Management have, however, decided
to review the business plan during the
currentyearand, the oOLoss
Committeed will have
this at our meeting in September 09
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To cover administrative costs the facility
continued its practice through the 12
month period of levying contributions
based on TDW and graduated by vessel
size and risk. For the financial year under
review it proved possible, based on the
budget forecast for 08/09 policy year, to
reduce the contribution level by an
average of 15% insofar as administration
costs.

Investments this year, despite the
financial crisis were above budget
expectation and, came in, net, at US
Dollars 3.7 million, due to the due
diligence of our fund managers exiting the
stock market at the right and,
transferring over to government bonds.

Claims for the 12 month period, were
runnng within budget expectation and, as
reported at 20 February 09, both for
owners & charterers, claims totaled US
Dollars 1.6 million, and whilst these are
challenging times, our aim is to maintain
a strict control on
Pr o gr a mmmmeér to keep claim costs
down.

We will continue to focus on offerinng our
assureds ovalueod for
premium, ensuring that the facility
remains financially strong and will seek to
give our assureds the services they need in
the coming year.

Patrick Batty
secretary
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Claims for 08/09 policy year s business plan, claims did not reflect the

We are pleased to report that whilst the samle lncreaser.lCIalms 'for tr:e first yea;
~ t%taheg |21nWe':ts ascorrg)b{/n%dr osstrchlg 0

facilityincreaseditsob A 4
last 12 months well above the 5 year about 6 for owners & charterers

- TR

One particular claim of note was a case of serious damage to a project cargo (unloading a
conveyor belt) carried on a barge, this called into question the terms & conditions on which
the cargo was carried and the scope of the facilities cover. Unfortunately the operator, our
assured, had contractually agreed to waive their rights to reply on package limitation or the
tonnage limitation and, had notbought the extended cargo cover which we are able to
provide. We take this opportunity to remind all our assureds that the facilities basic cargo
liability cover depends on the contract of carriage incorporating the Hague or Hague Visby
Rules. If youde contractual obligations go further than you must seriously consider obtaining
additional cover. This is particularly important to barge operators whose contractual
obligations as carrier may be affected by an underlying contract of affreightment; such
assureds should be especially careful to ensure that their P&I cover matches their legal
liabilities.

A further area of concern has been the stability of feeder vessels carrying containers, an
incident in UAE during the last year resulted in the vessel taking on a dangerous list during
loading opertions, and it was very lucky that the vessel did notcapsize. It appeared in this
case that errors were made in the stability calculations, whilst insufficient checks were made
of the stowage plan prepared ashore.
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It is paramount that assureds invloved in container operations ensure that shore personnel
and the vessel officers have sufficient facilities & time to check the stowage plan and the
stability calculations prior to loading 8 commercial pressures to load immediately must be
resisted & safety should always be paramont, whether it relates to the cargo or the vessel

and, particularly to crew safe

MARINE GROUP
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Underwriting report for 08/09 policy Year o6 General cargo vessels & barges

represent nearly half of the entered tonnage, whilst tugs & bulkers make up another
significant slice of the portfolio.

Our barge owners & operators include crane, pontoon, tank, bulk and general craft. While
this sector is generally stable, we have seen a slight increase in the number of barge claims
compared to the overall combined loss ratio of the portfolio.

Gen Cargo Vessel

Bulkers

Tugs

Barges

Container vessels
Tankers

Others

We will continue to operate our general policy of vessel inspections by local surveyors
assessing the cargo worthiness of all the vessels prior to entry within the P&I facilty or
vessel that are over 15 years of age.

Our dry cargo sector of the portfolio is very selective and mainly comes from Europe & the
Middle East, and can report that we have yet to receive a single claim concerning this sector.
However, we are fully aware that claims are often associated with a particular vessel type
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operating within a trading region. We will therefore, monitor any deterioration very closely
and take action where necessary.

Within our underwriting department we have established teams that specialise in their own
trading region. We recognise that each trading region and the risks associated to that region
differ from other regions & trades. We therefore, strive to bring our assureds and their

brokers a tailored underwriting product to meet their individual needs recognising the
unique nature of their particular trade.

ey e MY
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Issues of note & Bunker Convention

As reported in our Circular of October 08
the Bunker convention came into force in
November of last year, and again we
review the liability regime within the
International Convention on  Civil
Liability for Bunker Oil Pollution
Damage, 2001 and the action required by
Assureds to obtain certification
demonstrating compliance with the
compulsory insurance provisions therein.

Brief history

This Convention changes the evident
anomaly which has existed since the
International  Convention on  Civil
Liability for Oil Pollution Damage 1969
(6CLCd) was
Whereas owners and operators are held
strictly liable under CLC for pollution

MARINE GROUP
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from a laden tanker (and, since the 1992
Protocol, for pollution from a tanker in
ballast), no similar framework rendered
non-tank vessels liable for pollution
despite the risk arising from bunker spills.
The Bunkers Convention seeks to rectify
that.

Commencement

The Bunkers Convention entered into
force on 21 November 2008.

Application

The Convention applies to all vessels over
1,000 GT trading within the territorial
waters of any state which is a party to the
convention, or which fly the flag of any
state which is a party. The definition of
6shipowner & i s broad

i mpl ement eajisteréedn owndr9 bareboat charterer,

manager and operator of the vessel.

DGS Marine Group Copyright ©

and



Countries party to the Convention (as

at Aril 2 008)
Bahamas, Bulgaria, Cook Islands,
Croatia, Cyprus, Estonia, Germany,
Greece, Hungary, Jamaica, Latvia,

Liberia, Lithuania, Luxembourg, Marshall
Islands, Norway, Poland, Samoa, Sierra
Leone, Singapore, Slovenia, Spain, Tonga,
UK.

Liability

Strict liability, as with CLC, applies in
all but limited circumstances. Exceptions
arise for spills resulting from an act of
war, an intentional act of a third party or
the negligence of any authority
responsible for conservancy. The
Convention does not specifically exclude
liability for acts of terrorism.

Limitation of liability is available in
accordance with the 1996 Protocol to the
Convention on Limitation of Liability for
Mari ti me Cl ai ms 1976
entered into force in 2004 as follows:

MARINE GROUP
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Loss of life or personal injury

U For ships not exceeding 2,000 GT
the limit is 2 million SDR (USD
3,208,000)

U For each ton from 2,001 to 30,000
GT, 800 SDR (USD 1,283.58) per
ton

U For each ton from 30,001 to 70,000
GT, 600 SDR (USD 962.68) per ton

U For each ton in excess of 70,000
GT, 400 SDR (USD 641.79) per ton

For example a 10,000 GT wvessel the

limitation figure would be USD 13.5m

Property

U For ships not exceeding 2,000 GT
the limit is 1 million SDR (USD
1,604,000)

i For each ton from 2,001 to 30,000
GT, 400 SDR (USD 641.79) per ton

U For each ton from 30,001 to
70,000, GT 300 SDR (USD 481.35)
per ton

U For each ton in excess of 70,000
GT, 200 SDR (USD 320.90) per ton

For example a 10,000 GT vessel the

( Bmitatiae figyre wauld be YSD 6.74m

(1 SDR =
2008)

USD 1.604 as at 8t August

DGS Marine Group Copyright



Both property as well as loss of
life/personal injury funds may be
combined in qualifying circumstances. The
limits are applicable to any person falling
within the definition of shipowner within
the Bunkers Convention.

Compulsory insurance

Registered owners of vessels to which the
Convention applies are required to carry a
certificate demonstrating that the vessel
has insurance or other security sufficient
to cover liabilities arising under the
Convention equal to limits of liability
under the applicable domestic or
international limitation regime, albeit the
amount so insured need not exceed the
limits set out in LLMC.

Assureds whose vessels are not registered
in a Country which is a party to the
Convention must obtain that certificate
from a Country which is a party to the
Convention, should they wish to trade to
any Convention Country.

An application to any relevant state to
issue the requisite certificate must be
supported by evidence of such compulsory
insurance. As with CLC, such evidence is
in the form of a so-cal | ed 6 BI
which is issued by that insurer.

ue
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Issuance of Blue Cards

The British European & Overseas P&l is
able to issue Blue Cards on request,
following provision by the Assured of
specified information and subject to a
satisfactory
war risks policy.

The British European & Overseas P&l is
able to insure primary P&l war risks
liability on terms to be agreed and cover
for standard P&l war risk insurance in
excess of hull value can also be arranged if
required.

If The British European & Overseas P&l
are not requested to provide such war
risks insurance, then a pre-requisite for

issuing any Blue Card will be the
provision of an indemnity from the
Assured to The British European

Overseas P&l to cover any payment made
under the Blue Card for war risks that are
otherwise recoverable, or ought to be
recoverable, under the terms of the
Assuredds
the Assured must assign all rights under
that policy which may exist against any
third party.

Thesa ardafigements are necessary given
the non-exclusion of terrorism risks under
the Bunkers Convention. By requesting a

DGS Marine Group Copyright
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Blue Card the Assured is deemed to have
agreed to these conditions.

Blue Cards and Data Collection

The following information will be required
from Assureds in order to issue Blue
cards:

Name of Ship

IMO Number

Distinctive Number or Letters (Call Sign)
Port of Registry

Name and full address of the Registered
Owner ds principal

Gross Tonnage

Issuing State

Once this information has been received
and the war risks policy has been
assigned, The British European &
Overseas P&I will be able to issue Blue
Cards to those Assureds to whom the
Convention applies, PROVIDED
ALWAYS THAT THE FOLLOWING
BLUE CARD DEFICIENCIES DO NOT
APPLY .

OVERVIEW BLUE CARD
DEFICIENCIES

MARINE GROUP
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Please find below an overview of the
deficiencies that at least need to be
rectified in order for The British European
& Overseas P&I to release a Bunker
Convention Blue Card. Our loss
Prevention Department will provide our
Assureds with a risk assessment, if
applicable.

Assureds are kindly requested to check
whether any of the below deficiencies are
outstanding on vessel(s) already insured
with The British European & Overseas
P&I. We strongly recommend proceeding
immediately with rectifying any
deficiencies in accordance with the
instructions mentioned.

Duly note that The British European
& Overseas P&l will not be in a
position to release a Bunker
Convention Blue Card if one of the
below deficiencies is still

o n outstanding.

Bunker Convention Blue Card
Deficiencies which at least need
to be rectified are:

1. IOPP certificate to be in order and
valid.

2. ISM certification to be in order
and valid.

3. Oil record book to be in order and
properly recorded by C/E.

4. Deck/bridge/engine logbooks to be
properly kept.

5. Garbage management plan to be
properly kept and found approved.

6. Sopep manual to be properly kept
and found approved.

DGS Marine Group Copyright



10.

11.
12.
13.
14.
15.
16.
17.
18.

19.

Crew complement in compliance
with safe manning certificate.
Crew training/communication to
be noted in order.

Handheld VHF/UHF's to be in
order and available on board.
Change over instructions for
emergency steering to be available
and posted. (gives me an
impression of crew contingency
planning preparedness)

Main engine control on bridge
operational.

Main engine emergency stop on
bridge to be operational.
General condition hull.
Condition deck/hydraulic lines.
Ventilators/closing devices on deck
in order

Air pipes/sounding pipes labeled
and in order.

Cargo handling equipment in
order (hydraulic)

Mooring rope winches in order
(Hydraulic)

Entire current pollution
prevention section.

MARINE GROUP

20.

21.
22.

23.
24,
25,
26.

27.
28.

29.

30.

5/5/2009

Hydraulic operating system
hatches.

Water tightness hatches.

Test of cargo hold bilges/bilge
system.

Ballast tanks internal + pressure
testing.

Quick closing valves.

Remote stops.

Oily water separator/15 ppm
alarm.

Engine room bilges/level alarms.
Engine room piping system color
coding available.

Procedures for starting up after
black out incidents to be available
and posted.

Local control/emergency steering
and display of steering
instructions to be available.

For gquestions in respect of the Blue Cards
and/or any of the Blue Cards Deficiencies,
please kindly contact your broker and/or
your contact at The British European &
Overseas P&lI.

DGS Marine Group Copyright ©
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Areas & regional reports of note

Europe & Africa

»

Our fishing portfolio in the first year is strong across Europe, with signigicant increases

secured within France, Spain & Norway. Several tragic accidents in Spain, where vessel

owners had no P&I cover, highlighted the need to cover all crew including share fishermen.

We also saw a signigicant new building programme by our Norwegian assureds, supported

by their governmentdds encouragement of modernisation

Growth contined well through the year insofar as our general cargo & container portfolio,
most prominently in Spain, Holland, Poland, Italy, Finland, Latvia and Estonia, while in the
Ukraine & South Arfica we entered significantly more tugs & barges for the first 12 months.

MARINE GROUP
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Middle East & India

¢

Our Middle East portfolio grew rapidly during the 12 months to 20 February 09, principally

through the acquisition of new & second hand general cargo vessels by a number of our

assureds. Despite the drop in the oil price & the cor
remained tight for some of our operators, however signs were appearing in the first quarter

of 09 that rates were stabilizing on the dry cargo market.

Regional authorities continued to show more concern about the ageing & sub-standard
vessels operating in the ports and trading in the waters of the region. We therefore, remind
our assureds that the UAE Federal Environmental Protection Law that was enacted in early
2000 imposes very severe penalties on those found guilty of causing pollution to land, air or
sea. The UAE coastguard continues to be very active in their monitoring of coastal waters for
potential infringements.

Claims in the region are at levels well within our estimation for 08/09 year. However, we
remind our assureds that stevedore claims in the Yemen remain an issue as the law imposes
a strict liability on vessel owners 8 recently, however, we have received another decision
from the Commercial Court in Aden which gives hope that a fairer approach to resolving
disputes maybe forthcoming.

India, showed signs of growth with the continuing redevelopment of the ports, with a number
of tugs & barges coming onboard with the British European & Overseas P&I. We will also
continue our programme through 2009/10 of surveying all vessels over 15 years within the
region, which has been well supported by our assureds, brokers & surveyors alike.
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Far East & South Pacific

The Far East repersents one of the largest regional markets for the facility, tonnage has
grown considerably during the year, Singapore is one of our strong areas, where we
underwrite a number of bunker craft along with a high proportion of harbour vessels, such as
tugs, barges & offshore vessels.

Our Indonesian & Malaysian portfolio is also strong & diversified; with government support
during the year through investment in shipping and ports. We consider this region an assest
to the facility and will continue to develop the portfolio through 2009/10 year.

In mainland China we are cautiously developing the portfolio, which includes tankers,
general cargo vessels (mainly operating the coastal trade) and tugs & barges. Elsewhere in
the region we have developed the portfolio in Taiwan, Vietnam, Thailand, Korea, and the
Philippines.

Piracy remains a serious problem in the region, particularly the black spots of Malaka and
Galasa Straits and, the Bangku & Raiu Islands 8 we will continue to monitor this issues very
closely & advised our assureds of any developments throughout the year of 09/10.

The South Pacific region in particular Australia & New Zealand, are areas that we are
cautously developing and, will continue to do the same through 2009/10 year.

MARINE GROUP
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Central & South America

In Central America, Venezuelan tuna vessel operators experienced a period of depressed
market prices & limited operations during the third & fourth quarters of 08. However,
despite this we grew our portfolio in the region over the last 12 months. We also saw a steady
growth in Ecuador, Cuba, Panama and the Caribbean given our close ties with local brokers
in the region.

The improving economic conditions in Brazil encouraged the development in our portfolio in
the general cargo, small tankers, tug & barges sectors, although we will continue tomonitor
the enhanced pollution risks within Brazilian waters.

MARINE GROUP
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Investment report & The 12 months to 20 February 09, saw the equity markets all

over the world suffer badly. However, our fund managers exited the stock market at the right
time and, transferred over to government bonds.

As the year progressed, more traditional sectorsb ecame af fected by the economi
the United States with a number of well known banks seeking government assistance in

order to weather the storm of the global ocredit crur
b a n kseveré not one them.

Despite all this switch in capital from the equity markets to the bond market & the

strengthing of the US Dollar, our net investment income was just under US Dollars 3.8

million, a return of 12% fortheyear , whi ch i n taoeédxeellebtsretimar ket i s
However, the outlook for the next 12 months remaims weak, and our forecast is still for some
choppy waters for the first 6 months of 09/10.

THE BRITISH EURQ
| =
& OVERSgas N
P&I INSURANCE
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Summary Consolidated balance sheet (MUSD)

Summary Report 20.02.09 20.02.09 20.02.08
Assets
Investments- Equity 0.5 0
Investments Bonds 2.7 0
Deposits with credit
institutions 1 0
4.2
Debtors 0.7 0
Other assests
Tangible assets 0.5 0
Cash at bank and in hand 12 0
17.4
Prepayment and accrued
income 2.6
Total assets 20 0
Liabilities
Legal reserve 0.4 0
Contingency reserve 15 154 0
Technical provisions 0
Unearned premiums 15
Net claims outstanding 2.3
3.8
Provision for other risks and
charges
Provision for taxes 0.35
Creditors 0.15
Accruals and deferred incom 0.3
total liabilities 20 0
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Consolidated Incone and Expenditure Account (MUSD)

SummarnyReport 20.02.09 20.02.08
Technical account
Premiums and Calls 24.1 0
Reinsurance Premiums -3.4 0
Premiums for Owners Accounts 20.7 0
Claims incurred for Owners
Accounts -1.3 0
Acquisition Costs -1.4 0
Administrative expenses -0.8 0
Net operation expenses 2.2 0
Balance carried to netechnical
account 15 0
Non-Technical Accoun
Balance from Technical accoun 15 0
Net investment income 3.7 0
Taxes &egisteration fees -0.4 0
Balance carried to reserves 18.3 0
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To the Assureds and the Managers of the British European & Overseas P&I (Liechtenstein)

Report on the internal control relevant to the

. . . preparation and fair presentation of

consolidated financial annual accounts that are free from

statements material misstatement, whether due to
fraud or error; selecting and applying
appropriate accounting policies; and
making accounting estimates that are

We have audited the accompanying . .
reasonable in the circumstances.

consolidated financial statements of the
British European & Overseas P&I
(Liechtenstein), which comprise the
consolidated balance sheet as at 20 Auditor 6s respons i bi l
February 2009, the consolidated income
and expenditure account for the year then
ended and a summary of significant Our responsibility is to express an opinion
accounting policies. on this consolidated financial statement
based on our audit. We conducted our
audit in accordance with International

. Standards on Auditing as adopted by the
Boar d of Director r§gt@atoryAuthoritiesin Liechtenstein.

responsibi”ty for the Those standards require that we comply

. . . with ethical requirements and plan and
consolidated financial : ]
perform the audit to obtain reasonable

statements assurance whether the consolidated
financial statement is free from material

misstatement.
The Board of Directors is responsible for

the preparation and fair presentation of
these consolidated financial statements in
accordance with the Liechtenstein legal
and regulatory requirements relating to
the preparation of the consolidated
statement. This responsibility includes:
designing, implementing and maintaining

MARINE GROUP

An audit involves performing procedures
to obtain audit evidence about the
amounts and disclosures in the
consolidated financial statement. The
procedures selected depend on the
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Auditords judgement , i nc(Liechtensgin}as ef 20 February
assessment of the risks of material 2009, and of the results of its
misstatement of the consolidated financial operations for the year then ended in

statement, whether due to fraud or error.

In making those risk assessments, the .
legal and regulatory requirements

Auditor considers internal control relevant lating to th ti fth
to the entityds prepar atrﬁ%hngé)n(?prfe%alrarlono €

accordance with the Liechtenstein

presentation of the consolidated financial statement.

statements in order to design audit

procedures that are appropriate in the

circumstances, but not for the purpose of Our audit opinion thereon is
expressing an opinion on the effectiveness unqualified.

of the entityds internal control. An audit

also includes evaluating the
appropriateness of accounting policies

used and the reasonableness of accounting Report on other |ega| and

estimates made by the Board of Directors, | .
as well as evaluating the overall regu atory reqUIrementS

presentation of the consolidated financial

statement. . L
The Statement of the Directors, which is

the responsibility of the Board of
Directors, is consistent with the
We believe that the audit evidence we consolidated financial statement.
have obtained is sufficient and
appropriate to provide a basis for our
audit opinion.

PricewaterhouseCoopers S.ar.
Opinion Roger Mathews

o ) ) Authorised Public Accountant
In our opinion, this consolidated

financial statement give a true and
fair view of the financial position of

the British European & Overseas P&l
30 March 2009
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Keeping in contact with our assureds & our claims and underwriting teams

travel frequently to keep in close touch with our assureds. With our expertise of
understanding the specific needs of our different operators enables the British European &
Overseas P&l to provide a comprehensive P&I cover to all of our assureds, whom expect a
first class service, 24/7.

Maintaining quality, through our research into the risks that our different operators bring
the to the British European & Overseas P&I, backed up by vessel inspections where
necessary, allows us to maintain the quality of portfolio and so minimise the potential
exposure for our assureds.

An opertor can only be successful if he operates his vessels and his business with prudence &
competence, and knows that he has solid & reliable protection on his side, when it comes to

caring for his Marine Insurance Risks 8 \When you are in need of a friend, the
DGS Marine Group will be there

Like in the old days oRovalk BdadangoSalkt Reaidde,0 &OI

and the 0SpicdGS Waeiae Grod affers that port of refuge, especially
when oheading into strong winds and tideso6. With our

expertise and personal care, we stand ready at | he DGS Marine Group, to cater for
all your Marine Insurance needs.

0 N matter how small or big the issues, we are here fory o u 6
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DGS Marine Group Copyright



