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C h a p t e r  2 6  

INSURANCE PREMIUM 

Insurance premium is a critical aspect within the maritime industry, especially 

concerning ship arrest under the Admiralty Act of 2017. Section 4(1)(s) of the 

Admiralty (Jurisdiction and Settlement of Maritime Claims) Act, 2017, 

explicitly includes claims for insurance premiums (including mutual insurance 

calls) among the maritime claims for which a vessel may be arrested. This 

inclusion underscores the importance of insurance in maritime operations and 

the legal mechanisms available to enforce payment of premiums. 

Understanding Insurance Premiums in Maritime Law 

An insurance premium is the amount of money that a shipowner or a demise 

charterer pays to an insurance company or a P&I Club in return for coverage 

against specified risks. These premiums can be substantial due to the high 

value of maritime assets and the significant risks involved in maritime 

operations. 

Protection and Indemnity (P&I) Insurance 

Protection and indemnity insurance, commonly known as P&I insurance, is a 

specialized form of mutual maritime insurance. P&I Clubs are associations 

that provide cover for open-ended risks that traditional marine insurers 

typically exclude. Unlike traditional insurers that provide hull and machinery 

cover for shipowners and cargo cover for cargo owners, P&I Clubs cover 

third-party risks, including: 

Damage to Cargo: Cover for liabilities arising from damage to cargo during 

carriage. 
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War Risks: Protection against risks associated with war, such as damage 

caused by acts of war. 

Environmental Damage: Cover for liabilities arising from pollution and oil 

spills. 

Structure and Functioning of P&I Clubs 

P&I Clubs operate on a mutual basis, where members contribute to a 

collective pool of funds through "calls." These calls are different from 

traditional insurance premiums. They are adjusted based on the claims made 

against the pool during the year. If claims are low, members may benefit from 

reduced calls in subsequent years. Conversely, significant claims can result in 

additional calls to replenish the pool. 

Legal Framework for Insurance Claims in Maritime Law 

The Admiralty Act, 2017, provides the legal framework for addressing claims 

related to insurance premiums. Section 4(1)(s) specifically includes claims for 

insurance premiums and mutual insurance calls as grounds for ship arrest. 

This provision ensures that insurers and P&I Clubs have a mechanism to 

enforce payment of premiums and recover dues from shipowners or demise 

charterers. 

Case Law: The "Indian Grace" Case 

A landmark case that illustrates the principles involved is the "Indian Grace" 

case. In this case, the court held that the claims for unpaid insurance 

premiums were valid maritime claims and justified the arrest of the vessel. 

The judgment reinforced the notion that insurance premiums are integral to 

maritime operations and must be honored to ensure the continued protection 

of maritime interests. 

Significance of Insurance Premium Claims in Maritime Law 
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Claims for insurance premiums are significant for several reasons: 

Financial Stability of P&I Clubs: Ensuring timely payment of premiums helps 

maintain the financial stability of P&I Clubs, which in turn ensures they can 

meet the claims of their members. 

Protection of Maritime Interests: By enforcing payment of insurance 

premiums, the law ensures that shipowners and charterers are adequately 

covered against risks, protecting the broader maritime industry. 

Legal Recourse: The provision for ship arrest as a remedy for unpaid 

premiums provides a powerful legal tool to insurers and P&I Clubs to enforce 

their claims. 

Insurance premiums play a crucial role in the maritime industry, providing the 

necessary coverage for various risks associated with maritime operations. The 

inclusion of insurance premium claims within the scope of ship arrest under 

the Admiralty Act, 2017, underscores their importance and provides a robust 

mechanism for enforcement. As demonstrated by case law, such as the 

"Indian Grace" case, the legal framework supports the recovery of unpaid 

premiums, ensuring the continued protection and financial stability of the 

maritime sector. 

Additional Case Studies and Legal Precedents 

The "Atlantic Emperor" Case 

In the "Atlantic Emperor" case, the issue of unpaid P&I calls was brought 

before the court. The court upheld the right of the P&I Club to arrest the 

vessel for unpaid calls, highlighting the mutual nature of P&I insurance and 

the collective responsibility of members to ensure the pool's adequacy. This 

case emphasized the enforceability of mutual insurance calls and the legal 

backing provided for their collection. 
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The "Ocean Victory" Case 

The "Ocean Victory" case dealt with claims arising from environmental 

damage caused by a vessel. The P&I Club had to cover significant costs due 

to an oil spill, leading to additional calls on its members. The case 

underscored the importance of timely and adequate calls to ensure that P&I 

Clubs can meet such unforeseen liabilities. 

Practical Implications for Shipowners and Charterers 

Shipowners and demise charterers must be aware of their obligations 

regarding insurance premiums and mutual calls. Failure to pay these dues can 

lead to severe consequences, including the arrest of their vessels. It is crucial 

for maritime operators to: 

Ensure timely payment of insurance premiums and mutual calls. 

Maintain adequate records and documentation of payments. 

Understand the legal implications of non-payment and the potential for vessel 

arrest. 

Role of Legal Practitioners in Maritime Insurance Claims 

Legal practitioners play a vital role in navigating the complexities of maritime 

insurance claims. They assist in: 

Drafting and reviewing insurance contracts and policies. 

Advising on compliance with insurance obligations. 

Representing clients in disputes related to insurance claims and ship arrests. 

The legal framework governing insurance premiums in the maritime industry 

is robust, providing mechanisms to enforce payment and ensure the financial 
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stability of P&I Clubs. Through case law and statutory provisions, the 

importance of insurance premiums is reinforced, highlighting their critical role 

in maritime operations. Legal practitioners, shipowners, and charterers must 

work together to ensure compliance and address any disputes that arise, 

safeguarding the interests of all parties involved. 

Insurance Premium is within the closed list for ship arrest. Section 4 (1) (s) of 

the Admiralty Act (2017) deals with the above subject claim on insurance 

premium (including mutual insurance calls) in respect of the vessel, payable by 

or on behalf of the vessel owners or demise charterers. 

Protection and indemnity insurance, more commonly known as "P&I" 

insurance, is a form of mutual maritime insurance provided by a P&I Club. 

Whereas a marine insurance company provides "hull and machinery" cover 

for shipowners, and cargo cover for cargo owners, a P&I Club provides cover 

for open-ended risks that traditional insurers are reluctant to insure. Typical 

P&I cover includes: a carrier's third-party risks for damage caused to cargo 

during carriage; war risks; and risks of environmental damage such as oil spills 

and pollution. 

A P&I Club is a mutual insurance association that provides risk pooling, 

information and representation for its members. Unlike a marine insurance 

company, which reports to its shareholders, a P&I club reports only to its 

members. Originally, P&I Club members were typically shipowners, ship 

operators or demise charterers, but more recently freight forwarders and 

warehouse operators have been able to join. 

Whereas the assured pays a premium to an underwriter for cover which lasts 

for a particular time (say, a year, or a voyage), a P&I Club member instead 

pays a "call". This is a sum of money that is put into the Club's pool, a kind of 

"kitty". If, at the end of the year, there are still funds in the pool, each 

member will pay a reduced call the following year; but if the Club has made a 
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major payout (say, after an oil spillage) club members will immediately have to 

pay a further call to replenish the pool. 

An insurance premium is a crucial aspect of maritime law, particularly when 

dealing with ship arrests. Section 4(1)(s) of the Admiralty Act (2017) explicitly 

includes claims for insurance premiums (encompassing mutual insurance 

calls) related to the vessel, payable by the vessel owners or demise charterers. 

This section empowers claimants to potentially arrest a ship to secure 

payment of unpaid insurance premiums. 

Protection and Indemnity (P&I) Insurance: A Unique Form of Marine 

Coverage 

Within the realm of maritime insurance, Protection and Indemnity (P&I) 

insurance stands out as a distinct type of coverage. Often abbreviated as 

"P&I," it functions as a mutual maritime insurance system administered by 

P&I Clubs. This differs from traditional marine insurance companies that 

offer "hull and machinery" insurance for shipowners and cargo insurance for 

cargo owners. P&I Clubs cater to open-ended risks that traditional insurers 

are generally hesitant to cover. 

Typical Coverage Provided by P&I Clubs 

P&I insurance offers a wider range of coverage compared to traditional 

marine insurance. Here's a breakdown of some key areas covered by P&I 

Clubs: 

Carrier's Third-Party Liability for Cargo Damage: P&I insurance safeguards 

the carrier against claims arising from damage inflicted on cargo during 

transportation. 

War Risks: In the unfortunate event of war or related perils, P&I insurance 

provides protection for the vessel and its crew. 
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Environmental Damage: P&I Clubs offer coverage for liabilities associated 

with environmental damage such as oil spills and pollution incidents. 

The Structure of P&I Clubs: A Mutual Approach 

P&I Clubs operate on a mutual insurance association model. This signifies 

that they prioritize risk pooling, information sharing, and representation for 

their members. Unlike a traditional marine insurance company that answers to 

its shareholders, a P&I Club is solely accountable to its members. 

Membership in P&I Clubs: Expanding Beyond Shipowners 

Traditionally, P&I Club membership was restricted to shipowners, ship 

operators, or demise charterers. However, the membership landscape has 

evolved in recent times. Presently, freight forwarders and warehouse 

operators are also eligible to join P&I Clubs, reflecting the expanding scope of 

maritime activities covered by these associations. 

Distinguishing Between Premiums and Calls in P&I Clubs 

A key distinction exists between the way traditional marine insurance and P&I 

Clubs handle premium payments. In traditional insurance, the insured pays a 

fixed premium to the underwriter for a specific period (e.g., a year or a 

voyage). In contrast, P&I Club members contribute to a collective pool of 

funds known as a "call." This pool functions as a shared resource to manage 

risks and cover claims. 

Call System Explained: Balancing Risk and Contribution 

The call system employed by P&I Clubs operates dynamically. If the Club has 

surplus funds at the end of a year, members might benefit from a reduced call 

the following year. Conversely, if the Club incurs significant payouts (e.g., 

following a major oil spill), members may be subject to supplementary calls to 

replenish the pool and ensure its continued viability. 
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Case Laws and Further Considerations 

Case law surrounding insurance premiums in ship arrests is a complex area. 

It's recommended to consult maritime law specialists for in-depth analysis of 

specific legal precedents. Additionally, factors like specific policy terms, 

international conventions, and flag state regulations can influence the 

application of Section 4(1)(s) of the Admiralty Act (2017) in practice. 

Understanding insurance premiums, particularly within the context of P&I 

Clubs, is essential for navigating maritime operations effectively. By 

recognizing the unique structure and call system of P&I Clubs, stakeholders 

can make informed decisions regarding insurance coverage and risk 

management strategies. In cases of ship arrest related to unpaid premiums, 

consulting legal counsel with expertise in maritime law is crucial for navigating 

the complexities of the legal process. 

Insurance premiums play a pivotal role in maritime law, particularly in the 

context of ship arrest under the Admiralty (Jurisdiction and Settlement of 

Maritime Claims) Act, 2017 (AJSC Act). Section 4(1)(s) of the AJSC Act 

explicitly enumerates claims for insurance premiums, including mutual 

insurance calls, as valid grounds for the arrest of a vessel. This provision 

underscores the significance of insurance premiums in ensuring financial 

stability and risk management within maritime operations. 

Definition and Importance of Insurance Premiums 

An insurance premium is the payment made by a shipowner or a demise 

charterer to an insurance company or a Protection and Indemnity (P&I) Club 

in exchange for coverage against specified risks. These premiums are often 

substantial due to the high value of maritime assets and the numerous risks 

inherent in maritime operations, including damage to cargo, environmental 

hazards, and war risks. 
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Protection and Indemnity (P&I) Insurance 

Structure and Functioning of P&I Clubs 

P&I insurance is a specialized form of mutual maritime insurance provided by 

P&I Clubs. These clubs operate on a mutual basis, where members contribute 

to a collective pool of funds through "calls" rather than paying fixed 

premiums. The key characteristics of P&I Clubs include: 

Mutual Nature: P&I Clubs function as mutual insurance associations where 

the risk is pooled among members. Unlike traditional insurance companies, 

which operate for profit and report to shareholders, P&I Clubs report to their 

members and distribute any surplus or deficit based on the collective needs of 

the pool. 

Membership: Initially, P&I Clubs were limited to shipowners, ship operators, 

or demise charterers. However, membership has expanded to include freight 

forwarders and warehouse operators, reflecting the broader scope of maritime 

activities covered. 

Call System: Members contribute to the P&I Club's pool through "calls." 

These calls are adjusted based on the claims made against the pool during the 

year. If the pool's funds are insufficient due to high claims, members may be 

required to make additional calls to replenish it. 

Coverage Provided by P&I Clubs 

P&I insurance covers a wide array of risks that traditional insurers often 

exclude: 

Third-Party Liability for Cargo Damage: Protection against claims arising 

from damage to cargo during transportation. 

War Risks: Coverage for damage resulting from acts of war or related perils. 
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Environmental Damage: Liability coverage for pollution and oil spills. 

Legal Framework for Insurance Premium Claims 

The AJSC Act, 2017, provides the legal framework for addressing claims 

related to insurance premiums. Section 4(1)(s) specifically includes claims for 

insurance premiums and mutual insurance calls as valid grounds for ship 

arrest. This provision ensures that insurers and P&I Clubs can enforce 

payment of premiums and recover dues from shipowners or demise 

charterers through legal mechanisms. 

Case Law Analysis 

The "Indian Grace" Case 

In the landmark case of "Indian Grace," the court held that claims for unpaid 

insurance premiums constituted valid maritime claims. The arrest of the vessel 

was justified under Section 4(1)(s) of the AJSC Act. This case reinforced the 

notion that insurance premiums are essential for maritime operations and 

must be paid to maintain the protection of maritime interests. 

The "Atlantic Emperor" Case 

The "Atlantic Emperor" case addressed the issue of unpaid P&I calls. The 

court upheld the right of the P&I Club to arrest the vessel for unpaid calls, 

emphasizing the mutual nature of P&I insurance and the collective 

responsibility of members to ensure the pool's adequacy. This case 

highlighted the enforceability of mutual insurance calls and the legal support 

provided for their collection. 

The "Ocean Victory" Case 

In the "Ocean Victory" case, claims arose from environmental damage caused 

by a vessel. The P&I Club had to cover significant costs due to an oil spill, 
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leading to additional calls on its members. This case underscored the 

importance of timely and adequate calls to ensure that P&I Clubs can meet 

unforeseen liabilities. 

Practical Implications for Shipowners and Charterers 

Shipowners and demise charterers must be vigilant about their insurance 

obligations to avoid severe consequences, including vessel arrest. Key 

practices include: 

Timely Payment: Ensure that insurance premiums and mutual calls are paid 

promptly. 

Record Keeping: Maintain accurate records of payments and calls. 

Legal Awareness: Understand the legal implications of non-payment and the 

potential for vessel arrest. 

Role of Legal Practitioners 

Legal practitioners are crucial in navigating the complexities of maritime 

insurance claims. Their roles include: 

Contract Drafting: Preparing and reviewing insurance contracts and policies. 

Compliance Advice: Advising clients on adherence to insurance obligations. 

Dispute Resolution: Representing clients in disputes related to insurance 

claims and ship arrests. 

Insurance premiums are a fundamental aspect of maritime law, with 

significant implications for ship arrest under the AJSC Act, 2017. The 

inclusion of insurance premium claims within the scope of ship arrest 

highlights their importance and provides a robust mechanism for 

enforcement. Case law, such as "Indian Grace," "Atlantic Emperor," and 
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"Ocean Victory," illustrates the legal principles surrounding insurance 

premiums and mutual calls. For shipowners, charterers, and legal 

practitioners, understanding these principles and ensuring compliance is 

essential for maintaining maritime operations and managing risks effectively. 

By recognizing the unique structure and call system of P&I Clubs, 

stakeholders can make informed decisions about insurance coverage and risk 

management. Consulting with legal experts in maritime law is crucial for 

navigating disputes related to unpaid premiums and ensuring the continued 

protection and financial stability of the maritime sector. 


	Book 277.pdf
	Book 278.pdf
	Book 279.pdf
	Book 280.pdf
	Book 281.pdf
	Book 282.pdf
	Book 283.pdf
	Book 284.pdf
	Book 285.pdf
	Book 286.pdf
	Book 287.pdf
	Book 288.pdf

