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CHAIRMANS’ REPORT

International trade and shipping is encountering some
stormy seas and during times of readjustments throughout
the shipping markets it’s reassuring to know you can count
on Shoreline to hold the line on cost while maintaining it’s
top-notch service which has won Shoreline the loyality of
it's Members and Brokers for over seventeen years.

As a longstanding Shoreline Member who manages the
placement of over 100 COFR’s per year | can only share my
experience that all Shoreline Guarantees have been delivered
on time and at affordable and predictable prices. You can
count on Shoreline for all your COFR needs with the
assurance that seasoned professionals will deliver superb
service on time and within budget.

Shoreline is the only COFR Guarantee provider that offers
the best of the mutual and fixed premium facilities as
Shoreline is guided and directed by its Members who can
purchase a COFR Guarantee at fixed costs without the risk

Year Ended June 30th 2011

of supplementary calls. Therefore there is every reason for
your Marine Broker to highly recommend Shoreline for all
your COFR needs as well as your Custom Bond requirements.

Shoreline makes the application process simple and
straightforward with its interactive website that helps you
sail through the application process. The Shoreline staff
are always ready to assist its Members and their Brokers
and be assured that Shoreline is grateful for your support
over the years.

When you need a COFR the best choice is Shoreline.

Clod 1)

Ed Ross, Chairman
Shoreline Mutual (Bermuda) Ltd.

When navigating the world's oceans, whether by radar, satellite or sextant, it's always advisable to have a back-up. Even the world’s most

advanced electronic systems are susceptible to failure and as such require that all sea farers have the knowledge neccessary to revert
to the instruments that have guided mariners for centuries. When navigating the coastal waters of the U.S., Shoreline Mutual is your
modern day sextant, always there when you need it. Always ready to provide precise guidance.
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: ; x ; P : o our Membership and the quality of our service through
responsive and responsible management. The use of innovative
technology assists us in providing these services in a most
efficient way. We are also constantly focused on trying to
provided "added value" to our Members wherever possible
which is best evidenced by our efforts in championing the

cause of environmental awareness and responsiveness.

Of the various issues and challenges facing our Members, one
area of concern is ballast water treatment standards and the
related technologies. Dr Anthony Knap, who is both a director
of Shoreline and a renowned expert in Marine and Ocean
Sciences, is helping some of our Members as they try to take
on this difficult issue now facing them in the US.

We continue to enjoy a very close relationship with our Board
who are very proactive to the needs of Management and, indeed,
very proactive and reactive to the needs of the Membership.
They fully endorse the modus operandi of Management which
is that we are always to be a service driven organization rather
than commodity driven.

As a final note, we have recently launched a brand new website
providing both important information and an interactive capability
which we believe is second to none in our industry. We
encourage all our Members and their Brokers to use the site
as much as impossible to get the most out of your Shoreline
experience.
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MANAGEMENT

Simon Scupham
Chairman
sscupham@sim.bm

Marilyn Feldman
President
441.297.9734
mfeldman@sim.bm

Donnelle Place
Senior Underwriter
441.299.8870
dplace@sim.bm

Gayan Chaturanga
Financial Controller
441.297.9780
gchaturanga@sim.bm

Paul Scope
Consultant
441.292.4364
pscope@sim.bm

Jeff Fredel
Consultant
407.760.2229
jfredel@netscape.net

LOCATION & CONTACTS

Shoreline Mutual (Bermuda) Limited
44 Church Street, PO Box HM 2064
Hamilton HM HX, Bermuda

Phone: 441.296.2324

Fax: 441.295.8504

Email: shore@sim.bm

www.sim.bm

http://www.sim.bm
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2011
ASSETS

Cash and cash equivalents $ 3,972,844
Premiums receivable 1,036,147
Deferred acquisition costs 419,168
Prepaid reinsurance premiums 2,137,043
Prepaid expenses and other assets 1,176,495
$ 8,741,697
LIABILITIES -
Advance premiums from members (Note 4) $ 621,664
Unearned premium 3,597,385
Reinsurance premiums payable 1,148,479
Commissions payable 885,898
Other payables (Note 5) 289,376
Accounts payable and accrued expenses 36,075
6,578,877

RESERVE AND SURPLUS
Reserve fund (Note 6) 250,000
Unassigned surplus 1,912,820
2,162,820
$ 8,741,697

See accompanying Notes to the Financial Statements

APPROVED BY THE BOARD:

Director

Director

Year Ended June 30th, 2011

2010

$ 3,405,064
1,386,753
404,769
2,121,949
1,055,142

$ 8,373,677

$ 597,506
3,477,129
954,710
810,440
315,627
55,445

6,210,857

250,000
1,912,820

2,162,820
$ 8,373,677
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2011 2010
UNDERWRITING INCOME
Premiums written $ 10,665,256 $ 9,530,414
Changes in unearned premiums (120,257) (117,121)
Premiums earned 10,544,999 9,413,293
Reinsurance premiums ceded (6,341,092) (5,693,752)
Change in prepaid reinsurance premiums 15,094 131,191
Net premiums earned 4,219,001 3,850,732
UNDERWRITING EXPENSES
Management fees 2,988,139 2,752,821
Brokers commissions 1,230,862 1,097,911
4,219,001 3,850,732
Net underwriting income - -
OTHER INCOME
Interest income 255 496
EXPENSES
General and administrative 505,949 437,414
Expense recovery (Note 1) (505,694) (436,918)
255 496
Net income - -
Unassigned surplus, beginning of year 1,912,820 1,912,820
Unassigned surplus, end of year $ 1,912,820 $ 1,912,820

See accompanying Notes to the Financial Statements
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2011

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash

(used in) provided by operating activities:
Change in assets and liabilities:

Funds withheld

Premiums receivable

Deferred acquisition costs

Prepaid reinsurance premiums
Prepaid expenses and other assets
Advance premiums from members
Unearned premiums

Reinsurance premiums payable
Commissions payable

Other payables

Accounts payable and accrued expenses
Net cash (used in) provided by operating activities
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Cash and cash equivalents are comprised of:

Cash in banks
Money market fund

See accompanying Notes to the Financial Statements

350,606
(14,399)
(15,094)

(121,353)

24,158
120,256
193,769

75,458
(26,251)
(19,370)

567,780
567,780
3,405,064

$ 3,972,844

1,577,406
2,395,438

$ 3,972,844

Year Ended June 30th, 2011

2010

321,823
298,400
(14,263)
(131,191)
62,691
381,400
117,121
(522,622)
(422,291)
(122,524)
(26,822)

(58,278)

(58,278)

3,463,342

$ 3,405,064

1,009,881
2,395,183

$ 3,405,064
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DESCRIPTION OF BUSINESS

Shoreline Mutual (Bermuda) Ltd. (the "Company") was incorporated in Bermuda on February 18, 1994, and commenced writing business
on December 28, 1994. The Company is a mutual insurance company registered in Bermuda, owned by its members and is licensed
under the Bermuda Insurance Act 1978, amendments thereto and Related Regulations to write general business as a class 2 insurer.

The Company provides guarantees to the United States Coast Guard for its members to enable them to be issued with a Certificate of
Financial Responsibility ("COFR") under the Qil Pollution Act of 1990 ("OPA 90") including the Comprehensive Environmental Response,
Compensation, and Liability Act ("CERCLA"). The Company provides the maximum limits of liability per vessel as determined by OPA
90 and CERCLA, subject to an absolute maximum of $575,000,000.

In addition, the Company has entered into a counter indemnity agreement with a surety company in connection with issuance of
International Carrier Bonds to its members. The agreement indemnifies them from covered claims up to a maximum of $150,000 per
bond.
The Company cedes 100% of the risks assumed to unrelated reinsurers, subject to an aggregate annual retention of $500,000 in respect
of guarantee risks and $250,000 in respect of International Carrier Bonds risks. As part of the reinsurance agreement, the Company
may recover 100% of its general and administrative costs (net of interest income) up to an agreed maximum per annum.
SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation
The financial statements are prepared in conformity with accounting principles generally accepted in Bermuda and Canada (“GAAP”).
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect
the reported amount of assets and liabilities at the date of the financial statements and the reported amounts of income and expenses
during the reporting period. Actual results could differ from those estimates.
(a) Cash and cash equivalents
Cash and cash equivalents are comprised of cash at banks and a money market fund.
(b) Premiums written and ceded
Premiums written and ceded for tankers, except flat-rate tankers, are recorded on a per voyage basis and are recognized as revenue
and expense, respectively, when the voyage is completed. Premiums written and ceded for non-tankers and flat-rate tankers are
recorded on an accrual basis and are recognized as revenue and expense, respectively, pro-rata over the term of the policy and

contract of reinsurance. The reserve for unearned premiums and prepaid reinsurance premiums represents that portion of premiums
written and ceded, respectively, that relates to the unexpired terms of the non-tanker and flat-rate tanker policies.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
(c) Commissions

Commissions are included in income on a basis consistent with the related premiums. Commissions represent amounts paid to
brokers for the introduction of business to the Company.

(d) Reserve for losses and loss expenses
A reserve for losses and loss expenses is recorded based on estimates of claims payable, including loss expenses. Loss estimates
are continually reviewed and modified to reflect current conditions and any resulting adjustments are recorded in earnings in the
year in which they are determined. There have been no reserves recorded as there have been no claims to date nor are there any
currently anticipated. Subject to the Company's retention, losses are recoverable from the Company's reinsurers.

(e) Interest income
Interest income consists of interest on the money market fund and is recorded as earned.

(f) Fair value of financial instruments
The carrying value of all financial instruments approximates their fair value, due to their short term nature.

(g) Future accounting changes
The Canadian Institute of Chartered Accountants has issued a new accounting framework applicable to Canadian private enterprises.
Effective for fiscal years beginning on January 1, 2011, private enterprises will have to choose between International Financial Reporting
Standards (“IFRS”) and new accounting standards for private enterprises. Early adoption of these standards is permitted. The
Company currently plans to adopt the new accounting standards for private enterprises for its fiscal year beginning on July 1, 2011;
however, the impact of this adoption has not yet been determined.

REINSURANCE

The Company retrocedes insurance risks to several reinsurers. Reinsurance contracts do not relieve the Company from its obligations

to policyholders. Failure of the reinsurers to honor their obligations could result in losses to the Company. The Company evaluates

the financial condition of its reinsurers and monitors concentrations of credit risk arising from similar geographic regions, activities or

economic characteristics of the reinsurers to minimize its exposure to significant losses from reinsurer insolvencies.

To date, there have not been any claims by the Company on its reinsurers. At June 30, 2011, the reinsurers have an A.M. Best financial
strength rating of A- or higher.
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ADVANCE PREMIUMS FROM MEMBERS

These represent monies received from both tanker and non-tanker members in advance of policy inception.

OTHER PAYABLES

Other payables represent credit balances for non-tanker deposit fees, late fees and tanker non-trading fees.

RESERVE FUND AND STATUTORY REQUIREMENTS

The Bermuda Insurance Act 1978 and Related Regulations (“The Act"), requires the Company to have a statutory reserve fund of $250,000.
The Act provides for a direction under section 56 for a mutual company to file its audited financial statements together with a financial
and business return within six months of the end of the financial year. Approval has been granted by the Minister of Finance for the
Company to file on this basis.

TAXATION

Under current Bermuda law, the Company is not required to pay any taxes in Bermuda on either income or capital gains. The Company
has received an undertaking from the Minister of Finance that in the event of any such taxes being imposed, the Company will be exempted
from taxation until 2016.

CONCENTRATION AND CREDIT RISKS

The Company is party to financial instruments with concentration of credit risk. These financial instruments include cash and cash
equivalents.

As of June 30, 2011, all cash and cash equivalents are held with one financial institution.

The Company also has credit risk in relation to prepaid reinsurance premiums paid to the Company’s reinsurers. The reinsurers have
an A.M. Best financial strength rating of A- or higher.

Credit risk arises from the failure of the counter-party to perform according to the terms of a contract. The Company does not require
collateral or other security to support financial instruments with credit risk.

FOREIGN CURRENCY TRANSLATION
The Company has prepared its financial statements in United States dollars. The Company did not enter into any transactions denominated

in a foreign currency and had no exposure to any foreign currencies for the year ending June 30, 2011. As such, there are no gains or
losses reported from exposure to foreign currencies.



