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Marine: Instrance
throughi the ages

Erom "Lex Mercatoria®
to the
Specialist; Policy
and the
‘War Risk™ Coverage




‘War Risks’
Policy

This type of marine instrance
coversi(at anadditienal premium)

the risk of eSS or damage
that may: occur Wienia Vessel
PASSES Y a Wali ZONE.

It alse includes less due ter piracy:




Piracy - Definition

In the Article 101 of the 1982 UNI Convention on the Law of the
Sea (UNCLOS) and its supplemental 1988 'SUA Convention,
piracy Is defined as:

» any lllegal acts of violence;or detention, or any act of- depredation,
commitied for private ends: by the crew. or the passengers of a
private ship: or a' private; aircraft, and directed either onithe high

Seasl or in a place outside the jurisdiction off any: State...

any. act off veluntary participation in| the eperation; off a shipror of an aircrafit
with knowledge off fiacts making it a pirate shipior aircrafit;

any’ act inciting or. of intentionally’ facilitating anj act described aboyve




Main Factors that seem to ‘feed’ Piracy

he enormous Volume of Sea-moving commercial
freight;

Tihe selected ship routes that the ships needito fellow: for
economic and time-savingl reasons;

ihe downgrading of marine surveillance subsequently
leading tethe downgrading off monitoring the terrtorial
Waters;

Tihe |lack off necessary. infrastricture to the security’and
enfiorcement authorities In some countries, (by: means of
persennelland/or financial resources)l in order to
pProsecute pirates.




Piracy Impact on Marine Insurance

Piracy/ affects marine Insurance; markets,
N terms off Underwriting: Considerations,
INSUKANCE; COVEr andl premilms) payable by
the ship ewners, thus, placing extra

INSUrANCE COStS .

It Is) estimatedl that the; ransemr payments
{0 pirates have pushed: uprstbstantially,
the cest of claims.




Piracy - Facts

Accordingl te arrecent IMB' report, the
AUMBEr of piracy. Incidents up te end
September 2009 has surpassed the

iespective peak-number recorded fior
2008.

Piacy:is economically: driven and afiiect
us all

Piracy, could pessibly calse a major
environmental catastrophe.




According to the, International Maritime
Organization (IMO), the piracy: Incidents are
more or less under-repoerted, because off

Tihe time-consuming procedure; of reporting a
pirate-attack that could leaaltoera delay of

severall days and subsequent nigh Costs.

ihe subsequent INcrease Nl insuUrance; premiums
thatiseemingly’ outweighs the valte of the; claim
of smaller attacks.




Is Piracy linked with Terrorism?

An| ISSUE for an on-going debate among maritime; experts.

[For the majority: of them, Piracy and Terrorism seem tol overlapiin
two grounds:

A) LEGAL

Both| Piracy: and Terrorismi are executed by non-state actors
Both aim at civilians
Both involve acts off hemicide and destruction ‘for private ends'.

B) FINANCIAL

Tihere Is speculation that piracy in Semalia is the funding source
Of terroerist organizations.




Combating Piracy: Legal Complications

Due to:
;che existingl complexities; ofi the; Intermationall maritime
AW

the Natienal penal lawsi (@nd the vast variety. of
Conditions terstand fior Its gualification) being the
Weakest point in the internationall anti-piracy’ Netweork:

Iihere Is alneed to adopt:

a NEW' legal definition o Piracy acknowledging the
piracy-terrerism link and Implementing ailink with
survelllance; Issuesiandla cooperation amongd security,
saiety andl berder controll authoerities —Indispensable in
the maritime; domain;




Insurance aspects

Piracy afifects:

The crews, the shipping companies; or the ship OWRers;
The parties with an interest on the goods carried;
The insurers.

Specialist poelicy gives no specific definition: of piracy.

For insurance law (unlike the penal law), there is no territoriall ox
nr?tional limitation for piracy. It is sufficient for the act to be;at or on
the sea.

Unless piracy: is insured asi ai separate: peril, the associated hulllless
willfbe recorded as the  grounds) off Indemnification, regardless, of the
Cause.




Lines of business affected

ihe lesses) attributable; torpiracy: primarily: afifect:

marine hull:
Marine; carge; and
protection: & Indemnity’ Insurance.

AS regards the ransom payments the real issue
IS, Whether, under certain circumstances, such
coverage will berexcludedirom: the hulllinsurance
and will' fallfen war risks.




New business offered

‘Kidnap and ransem’ insurance. It is suggestea
thatiit: shouldralsel include cover fior consultant

and negotiater costs and medical care:

Offered for individual transits or oni an annual basis for further
reduction off the cost.

Security’ guards escorting| vesselsi sailing the Guif
of Aden.

Due to the existing legal restrictions, only: 10% of business;is
currently providing| fire armsi on board.




Measures and mechanisms
for combating piracy

Initiativesiand laws at international Ievel
With' the stipport o the governments and
the judicialisystem,

Effective Survelllances Fremienbnoard
defiense systems)to naval deployments
andi regional anti-piracy: patrols.




The EU NAVFOR “Atalanta” Operation

[Launched in December 2008 and extended up: toe
December 20105t is the Etropean Union's first
ever military’ operation| set tordeal withrthe
INCreased acts of piracy’ along| the Somali coast.

Consists of 135 Warships and 3 maritime patrol
allf survelllance aikrcrarts.

Eurthermore, the EU plans; to train: Somall
Security forcesi by sending a team the region.




The new security measures;
will they be effective?

Tihe effectiveness of the security measures depends on
the iImplementation; andl the, enforcement of the relevant
ProVISIONS:

JUS, thIel mgtler /s i the igrnds orithe GoVEmEnLs and. tie Shppiig
Ieleltiig

Besides the UN Security: Council, the Gevernments and| the State
Organizations, Various nom-gevernmentall associations have turmned
their attention to this matter, like:

Tihe International Maritime; Bureau (IMB)
P & I Imsurers

Tihe Baltic andf International Maritime, Council (BIMCO)




BIMCO interventions

Emphasis en initiatives oniland off Semalia
rather than on the seas;

Against the general” employment: of
armed guards om merchant ships;

[Fears the potential “copycats: of Somalis
Py’ other national gangs:




Issues that need to
be addressed

P& I Clubs are asked to:

Remove the ‘War Risk” exclusion

Specify, In detail:
The distinction| between: piracy. and terroxrism;

The conditions under Which piracy. is sot covered;

r;I'r:je agknowledgement of theransom payments so that paying ship ewners;could be
edged;

The adjustment of cover, in cases where there has been an employment: off armed
guards andjor existence of' contracts with: security’ companies.




What has to be done

It IS important that legislative steps are taken'in
order to:

Enderse the Speciiic; coverade inte that of war
risks; and

Provide for the obligation of a separate Insurance
premium to cover the; risk of terrerism.

(continued)




Furthermore, the maritime industry: must adhere
to basic security: pretecels suchi as:

s (e aveidance off dangerous routes

s [he mainténance of constant anti-piracy
Patrols inf dandereus (@mbush-prone) areas

s A close contact keeping of the vessels with

others salling nearby, as well as with the
International’ patrolf units

s [he maneuveringl at speed when attack
Nappens.

The implementation of the above shouldl be; pursued! through the ofifer
of' lower Insurance premiums, or, in the case of non-compliance,
through the threat off imposing higher ones.




Conclusion

It has become clear that inithe continuing stitggle against
PIFACY:

TIhe co-operation: BEtWEER the Security, safiety’ and boerder-
control a;uthorities pased on the statutery regulations;is
essential.

Surveillance will'be more efficient throughi the; use of
MOedern risk-management: principles; andtthe
Implementation off the measures and Mechanisms
sUggested abeve.

Thank youl all for your attention.




