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INSURANCE IMPLICATIONS

BY KARI REINIKAINEN

T
he Covid-19 outbreak has hit
the cruise industry hard and has
also affected the providers of
third-party liability cover. As
countries entered lockdowns

and commercial flights ground to a halt,
repatriating passengers and then crew
emerged as a major challenge and a
potential source of claims.

An enormous logistics operation has
followed, as cruise operators have
repatriated passengers and crew. Carnival
Corporation & plc said on 18 June that
260,000 passengers and some 60,000 crew
members had reached home, while a further
21,000 crew should get home by the end of
June. All passengers were ashore in mid-
June.

These and corresponding figures from
other operators are meaningful from the
third-party liability point of view, for claims
can arise as people wait to get home from
ships should they fall ill.

Coverage for Covid-19 claims
Third-party liability cover for the shipping

industry, cruise lines included, is mainly
provided by P&I (Protection & Indemnity)

clubs, which are mutual associations, and
their ceiling organisation, the International
Group of P&I Clubs, located in London.

According to London-based Marsh JLT
Specialty, an insurance broking and risk
management firm, Covid-19 is most likely to
trigger claims under the following aspects of
P&I cover: liability to persons other than
seamen, including passengers; illness and
death of seamen; repatriation and substitute
expenses; loss of or damage to the effects
of seamen and other persons on board;
diversion expenses; quarantine expenses;
and fines. 

The rules of the individual P&I clubs
regarding what is covered and what is not
differ somewhat. Mark Cracknell, head of
P&I, Marine & Cargo, at Marsh JLT
Specialty, said that harmonising them would
be a welcome step. This mainly relates to
the fair treatment of P&I club members
when it comes to the operation of
discretionary areas of cover in relation to
Covid-19 claims.

“For cruise vessels, discretion will
potentially relate more to the steps that
cruise vessel operators have taken to
mitigate claims. This is important because
the mutual P&I system can really only
operate if club members believe they are
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receiving fair treatment, and so this discretion needs
to be exercised fairly and uniformly,” Cracknell said.
The legal and regulatory environment in which the
clubs operate is subject to continuous change, and
the clubs have had to adapt over time. “There is,
though, no obvious parallel with the current
pandemic.”

Few individual claims exceed $10 million
As for the size of claims, there are one or two

well-publicised Covid-19-related situations involving
cruise vessels, which are thought likely to produce
claims falling on the inter-club pool, Cracknell said.
Claims that exceed $10 million after the application of
the member’s deductible will enter the inter-club pool,
which is a risk-sharing arrangement of International
Group members. This has a ceiling of $80 million per
claim; claims exceeding that figure, up to $3.1 billion,
are covered by reinsurance, information on the UK
Club website said.

“However, with the cruise vessel fleet currently in
or soon to enter pause, the industry is unlikely to
produce any further significant P&I claims, in the near
future at least,” Cracknell said. “So all in all, the
current best guess is something like an average to
below average P&I claims year for the cruise sector.”

Some cruise lines have teamed up with
classification societies as they plan to resume
operations. New protocols are under discussion and
will be vetted by the societies to prevent repetition of

the events of this winter and spring in the future.
According to Cracknell, these should be of interest to
the P&I sector. 

“I am sure the P&I clubs will take an interest in
these protocols. I am not qualified to say whether or
not a stipulation that they should vet by class is
warranted, but it seems to me that relevant expert
contribution towards the safe resumption of
operations is likely to be welcomed by all concerned,”
he said.

Repatriating the passengers alone was a huge
undertaking, but Nick Shaw, CEO of the International
Group of P&I Clubs in London, said the cruise
industry appeared to have handled it well – given the
challenges resulting from some ports being closed to
cruise ships, plus the difficulty of other ports placing
vessels in quarantine and a rapid cessation of
scheduled flights. 

Some lines have allowed crew members to use
passenger facilities as they remain on board. “Whilst
ship owners try to ensure that crew members are well
looked after, many of them want to go home. This is
an ongoing and fluid situation. Developed countries
have been hit hard, but the epicentre of the outbreak
is now moving to places such as South America and
India,” Shaw noted.

This means that a lot of work needs to be done
between the cruise industry, the International
Chamber of Shipping, the International Labour
Organisation (ILO), and the International Group to find
ways to help repatriate the crew members still left on
board, and to bring in new crew, as even vessels in
lay-up cannot be left unstaffed. 

Too early to say if Covid-19 
will trigger increased calls

Although the world’s cruise ship fleet is largely in
lay-up, the ships need to have a certain number of
crew on board for safety reasons, so the crew
changes concern the cruise industry as well as the
entire shipping sector.

In mid-June, the International Transport Workers’
Federation (ITF), which is the London-based ceiling
organisation for national transport workers’ trade
unions, said it would support crew members whose
contracts had ended and who wanted to leave their
ship and go home. Some crew members have been
on board for a year, and “enough is enough”, the ITF
said in a statement. It said that the aim behind its
move was to force governments to facilitate crew
change and repatriation.

Shaw, who spoke to CruiseTimes a few days
before the ITF move, said: “We need to work with
governments to keep global supply chains open. That
means presenting industry solutions to enable
governments to make the political decisions
necessary to effect crew changes and repatriation.
Seafarers should be regarded as key workers.”
Demand of that recognition was a key aspect in the
ITF statement as well.

“A huge amount of work remains to be done.
There is no uniform solution that would be acceptable
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P&I claims year
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to all countries, so there will be inevitable difficulties,”
Shaw said.  

The underwriting year in the P&I industry starts on
20 February each year, and the Covid-19 crisis began
to escalate soon after that date. Shaw said that at this
point, it is too early to estimate the extent of claims
coming from the cruise industry or whether there
would be an increase so significant that it would lead
to an increase in premiums, known as calls, charged
by the clubs in the next round of renewals early in
2021. In cases of claims where it is not immediately
clear whether an incident is covered by the line’s
insurance policy, the board of the club will discuss
the matter and decide. 

Looking ahead, the International Group is
following the efforts of the cruise industry to resume
operations. Some lines have teamed up with
individual classification societies, which vet the
protocols developed by the line in question to try to
prevent a repetition of the events of this spring when
operations resume. The airline industry’s efforts to
resume operations are also of interest to the cruise
liner operators, because the challenges that airlines
face are quite similar to those in the cruise industry,
Shaw said.

At the time of writing, in late June 2020, the P&I
industry does not yet know the full impact of the
Covid-19 outbreak on claims from the cruise industry,
mainly because many crew members still remain to
be repatriated.

Some of the events relating to the virus and
affecting passengers attracted a lot of publicity, but
with a few exceptions, the resulting claims have not
exceeded the $10 million threshold that would bring
them up to the inter-pool claim level. This is obviously
good news.

Although the cost of the pandemic, at least on the
basis of what is known so far, has not hurt the P&I
sector badly, the burden has been very hard for the
seafarers. Crew welfare is a major aspect of the
cruise industry, and of all shipping, and so it
concerns the P&I clubs as well.

As prevention is better than cure, the P&I sector
has an interest in the efforts of the cruise industry to
resume operations and to do that safely. Repetition of
the events of this spring could trigger another stream
of claims, which the industry would not welcome.
Therefore, it is a possible scenario that various
parties – cruise lines, classification societies, P&I
clubs, and so on – will find it useful to work together
in the future to ensure that best practices are
adopted across the board in resumption of cruise
operations. 

Possibilities include introducing various protocols
and operational measures to improve cleaning of
ships, maintain social distancing on board, measure
the temperature of people at boarding, and replace
self-service at buffets with waiters’ service, for
example.

Time will tell. g

Some crew
members have
been on board
for a year, and
“enough is
enough”. 
International
Transport
Workers’
Federation.

Nick Shaw, CEO, International

Group of P&I Clubs in London. 
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