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the renewal of the International Group of Protection & Indemnity Clubs and the
associated implications.

On 26 March 2024 a vessel called ‘Dali’ collided with the Francis Scott Key Bridge in
Baltimore. Regarding the loss quantum, the biggest amount accounts for the bridge
repair costs of USD 1.7 billion, followed by business-interruption costs of USD 200
million. The business-interruption costs are mostly due to a toll that was charged for
passing the bridge. In addition, loss of life accounts for around USD 150 million. This
was unfortunately the fate of five workers who were on the bridge when the accident
happened at night and the bridge collapsed. Finally, salvage costs account for USD
105 million. This leads to a total estimate of around USD 2.1 billion.

However, there are uncertainties that could affect the loss amount. The first one is
the limitation of liability. The limitation of liability is an act that essentially holds that
liability is limited to the value of the ship (cf. Buglass, 1978). The Dali is valued at
around USD 43.7 million. Therefore, the claim would be limited to USD 43.7 million,
not USD 2.1 billion (cf. Casey, 2024). The second uncertainty is betterment through
repairs. This is because although the bridge was not built according to the latest
standards, it will be rebuilt according to the latest standards, representing a significant
amount of betterment that cannot be charged for. The next uncertainty concerns
subrogation. The bridge was insured for USD 350 million, and this policy has already
paid out (cf. Smith and Wright, 2024 ). However, the question is what will happen with
the amount between USD 350 million and 1.7 billion currently held by the US
government. Will the US government subrogate against the shipowner, and how
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much will they subrogate? Additionally, and apart from US legislation, legal costs and
interest are always an uncertainty factor the longer a claim is pending in court. In
conclusion, the shipowner potentially faces a USD 2.1-billion liability claim. The
shipowner purchased liability cover with the Britannia P&l Club.

The Britannia P&l Club is a member of the International Group of Protection &
Indemnity Clubs, which is a pool of liability cover for most of the world’s shipping that
provides cover for circa 90% of the ocean-going tonnage and 95% of the ocean-going
tankers as well as most of the crews or cruise-ship fleets. It consists of 12 clubs that
pool their exposure in a unique group structure. (Cf. Cutler, Andrew 2025.) The
International Group of Protection & Indemnity Clubs purchases an Excess of Loss
(Re-)Insurance programme that is mostly written through direct Marine Liability
underwriters in the London market. The programme is currently structured as follows
with a plafond of USD 3.1 billion:

- Layer 1: USD 650 million excess of USD 100 million

- Layer 2: USD 750 million excess of USD 750 million

- Layer 3: USD 600 million excess of USD 1.5 billion

- Layer 4: USD 1 billion excess of USD 2.1 billion.

Before discussing the impact of the Baltimore accident on the renewal of the
International Group, the renewal of the last two years shall be illustrated with regard
to the cash change. On 20 February 2023, the programme saw an increase across
layers two to four of +5%. Only the bottom layer saw a slight reduction of -1%. On 20
February 2024, the top layer was reduced by -3.5% and the bottom layer by -6%.
Layers two and three renewed unchanged. The renewal on 20 February 2025 reflects
the Baltimore accident and therefore shows increases across the programme. The
bottom layer increased by +12.5%, layers two and three by +30% and the top layer
by +35% (cf. Casey, 2024).

Looking at renewal, the question now arises: Does it constitute a missed opportunity
or a used chance? Therefore, the following four statements shall be examined. The
first statement is “IGP& Renewals are often burning-cost driven — the pricing
correction on the higher layers is significant”. Looking at a possible loss amount of
USD 2.1 billion, the top layer would be loss-free but show a price correction of +35%.
Given that the programme renewals are often burning-cost driven, the adjustment
would be significant (cf. Casey, 2025). Contrary to the previous statement, the
second statement is “The price and structure do not reflect the underlying exposure
growth (e.g. cruise ships or global trade) and the changing environment (e.g. social
or raw material inflation)”. This highlights that the programme price and structure
cannot cope with the increase of the underlying exposure. For instance, cruise ships
and global trade have seen a significant growth/increase over the past decade.
Together with the impact of inflation, it might make sense to rethink the structure and
pricing of the programme (cf. Bass, 2023). The third statement is “Oversupply of
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capacity in speciality reinsurance leads to limited pressure on the renewal and opens
up the opportunity to purchase additional cover”. This statement deals with the
speciality reinsurance market, which is currently in a softer cycle. The renewal
pressure on the programme of the International Group of Protection & Indemnity
Clubs is thus limited. This would possibly offer an opportunity for the International
Group of Protection & Indemnity Clubs to place a greater limit at a lower price.
However, it would be questionable how the Clubs would react if the specialty
reinsurance market should harden again. The last statement is “There is no need to
buy more cover given the mutualised pooling structure and the improvement of the
free reserves”. This statement reflects improvements in the Clubs’ reserves over the
past several years. Therefore, the pooling structure is more resilient against a loss
that breaks the plafond (cf. Casey, 2025).

Discussion

e Can it be deduced, on the basis of larger cruise ships alone, that additional limit
should be purchased, or that the programme no longer reflects the underlying
exposure?

The trend in cruise-ship sizes is significant and an observation point with regard
to increasing exposure. As is clearly evident, the tonnage involved in maritime
transport has increased significantly over the past several years as well. Not least,
vessels are increasingly fitted with more technology, and this in turn increases
their value.

e Could animprovement in the reconstruction of the Francis Scott Key Bridge mean
that not all costs can be passed along to the insurance market?

Yes, an improvement in reconstruction cannot be counted as an insured loss and
will reduce the amount of the loss. The way in which reconstruction of the bridge
is assessed remains to be seen, however.
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