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International Group of P&l Clubs



US$ 3,050m

US$ 2,050m

US$ 1,050m

US$ 550m

US$50 m
US$30m

US$ 8m

US$ 1,000m

US$ 1,000m

US$ 500m

US$ 500m

US$ 20m
US$ 22m
US$  8m

Protection and
Indemnity

Collective Overspill
Protection

One Reinstatement

Third General Excess
Unlimited
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International Group of P and | Associations
General Excess of Loss Reinsurance Contract Structure

(including Overspill Protection, Hydra Participation, Pooling

Owned and Chartered Entries

and Individual Club Retentions)
12 months at Noon GMT 20th February, 2010

Reinstatements QOil Pollution
A
N
Second General Second General
Excess Excess
Unlimited Unlimited

Reinstatements

First General
Excess
Unlimited
Reinstatements

Reinstatements

First General
Excess
Unlimited
Reinstatements

Pool — Reinsured by Hydra
Pool

Protection and Indemnity
and Oil Pollution

Individual Club Retention

— —
- US$ 350m
First General
Excess
. US$ 300m
Unlimited
Reinstatements
- US$ 50
Primary Charterers RI US$ 35m $ 50m
— USS$ 15m
Pool US$ 7m L Usss
Individual Club Retention US$ 8m m

Owned Entries

Chartered Entries
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Pooling And Reinsurance

Pooling Agreement covers 95% of world’s shipowners
Largest marine insurance/reinsurance programme in the world

3 Special Features:

* Highest level / limit of cover ($1bn oil poll / $2bn passengers / $5.5bn
non oil (approx.))

« Most comprehensive extent of cover
» Cover “at cost” (mutuality = no profit)

 BUT - IG and the EU Commission — Future of the pooling agreement ?
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* US — IRAN SANCTIONS ACT 1996

* EU BLOCKING REGULATION 1996

* UN Security Council Resolutions (Four — latest 9 June 2010)

* CISADA — 1 July 2010

* EU Council Decision - 26 July 2010 and 27 October 2010

* Domestic legislation in a number of countries
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Office of Foreign Asset Control (OFAC)
Iran Transactions Regulations
31 CFR Part 560
(USA)

<
¥ Prohibit import of Iranian goods or services, either directly or through third countries

¥ Prohibit export, sale or supply of goods, technology or services to Iran from the US or by a US
person, wherever located

¥ Prohibit US persons from engaging in any transactions related to goods or services of Iranian
origin

¥ Prohibit investment, loans, or credit transactions in Iran or in Iranian property by US persons
£
¥ Prohibit US banks from servicing accounts of the Iranian government or Iranian persons

¥ Prohibit US persons from trading in Iranian oil or refined petroleum products or financing such
trading or supplying goods or technology that would benefit the Iranian oil industry

¥ Impose criminal penalties of up to $1 million and imprisonment for up to 20 years and civil
penalties not to exceed the greater of $250,000 or twice the amount of the transaction
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OFAC Specially Designated Nationals (SDN) List

$ As part of its enforcement efforts, OFAC publishes a list of individuals and
companies owned or controlled by targeted countries

¥ These individuals and companies are called “Specially Designated Nationals” or “SDNs”
© Their assets are blocked and US persons are generally prohibited from dealing with them

¥ The SDN List may be accessed from OFAC’s website,
http://www.ustreas.gov/offices/enforcement/ofac/sdn/

¥ Vfessels on SDN List (by name and IMO number) may stay on the List even after sale
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The Comprehensive Iran Sanctions, ¢ SKULD
Accountability and Divestment Act of 2010 (CISADA)
(1 July 2010)

o Expands sanctions under the Iran Sanctions Act of 1996 by imposing sanctions on anyone who:

e

& Makes an investment of $20 million or more that contributes to the enhancement of
Iran’s ability to develop petroleum resources
¥ Provides goods or services in excess of $1 million that could facilitate the
maintenance or expansion of Iran’s domestic production of refined petroleum products
¥ Provides goods or services in excess of $1 million that could contribute to the enhancement of Iran’s ability to
import refined petroleum products

&

Includes insurance contracts, financing or brokerage activities, and providing ships or shipping services

&

Exempts underwriters (Clubs) who exercise due diligence

&

Increases range of potential sanctions for:
@ transactions in foreign exchange
@ transfers of credit through financial institutions
& acquiring, transferring, transporting, importing or exporting property subject to US jurisdiction
¥ Reduces level of knowledge required for violations
& Applies to US and non-US persons including foreign companies, corporate parents, subsidiaries and affiliates
¥ Sanctions include:
& Prohibiting foreign exchange transactions

-

¥ Prohibiting transfers of credit or payments between financial institutions

&

Prohibiting the acquisition, use or transfer of property
& Termination and debarment from federal contracts
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Office of Foreign Assets Control
Iranian Financial Sanctions Regulations
16 August 2010 — 31 CFR 561

& Impose “strict conditions” on foreign financial institutions which knowingly:

* Facilitate Iran’s efforts to acquire or develop weapons of mass destruction
* Provide support for foreign terrorist organizations

» Facilitate activities of persons subject to UN financial sanctions

» Engage in money laundering

* Facilitate significant transactions or provide significant financial services for Iran’s Islamic
Revolutionary Guard or its agents or affiliates or for a financial institution whose property has
been blocked

7y . .. .
W “Strict conditions” include:

* Prohibiting trade finance through correspondent accounts or “payable-through” accounts
* Placing monetary limits on accounts
* Requiring pre-approval from US financial institutions for any transactions
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UN Security Council Resolution 1929 (9 June 2010)

© Prohibits member states from permitting Iran from acquiring an interest in commercial activities
involving uranium mining or production of nuclear materials and technology

\/ Requires member states to prevent the sale or transfer of arms and related materiel
¥ Calls upon states to inspect vessels and cargo suspected to contain prohibited items

© Requires states to prohibit provision of bunkering services to Iranian owned or chartered vessels
suspected of carrying prohibited items

¥ Requests states to report activity by IRISL to evade the sanctions, such as renaming or re-flagging
vessels

@ Calls upon states to prevent the provision of insurance or re-insurance or other financial services
that could contribute to nuclear activities or nuclear weapons development, including freezing

financial or other assets



5

\y SKULD

e




$ SKULD




EU Sanctions & SKULD
Foreign Affairs Council Decision
(26 July 2010)

¥ EU sanctions are broader and stricter than UN sanctions
¥ Focus on energy, financial services and transport sectors
¥ The sanctions prohibit;

* provision of insurance to the Government of Iran or Iranian entities
* participation in activities intended to circumvent sanctions

» sale, transfer or supply of goods or technology which could facilitate development of nuclear
weapons

* sale, transfer or supply of equipment and technology for exploration, refining and production
of oil and gas, including financing for the oil sector

« financial assistance to the Government of Iran

« opening of branch offices of Iranian banks in EU

¥ Sanctions also include:

* reporting requirements for funds transfers

« pre-arrival and departure information for cargo

* inspection of cargo to and from Iran

* prohibition on bunkering and ship supply services to Iranian owned or chartered vessels
- asset freezes of designated persons, including IRISL
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EU implementation (27t October 2010)

Y The implementation regulation of the Council’s decision of 26 July 2010 was
published yesterday (27" October 2010).

SWill probably allow compulsory or 3" party insurance cover to Iranian entities
based in the EU Is intended to cover vessels under Iranian beneficial overship but
owned by companies based in EU member states (NITC).

@Unlikely to extend to IRISL as they are already subject to special prohibition.

Y EU Regulation entered into force yesterday and is binding and directly applicable
in all member states with immediate effect and without the need for domestic
implementing legislation.
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Issues for P&I Clubs

¥ The laws are vague and complicated
¥ CISADA does not make the relevant voyages unlawful, but sanctionable.
¥ Voyages are unlikely to be illegal under the contracts of carriage or the laws of the flag state

& Measures taken to avoid sanctions under CISADA could lead to exposure under EU or domestic
legislation

¥ Is P&I cover included in CISADA’s insurance provisions?

¥ How should services provided by shipowners/P&I Clubs be valued for purposes of CISADA’s
minimum thresholds?

@ Club rules has now been changed to exclude right of recovery or termination of cover.
YHow will CISADA’s knowledge requirement be applied?

¥ What constitutes “due diligence” on the part of the Clubs?

& What is the time frame for compliance? Will there be a grace period?

¥ What about liability of Clubs under “Blue Cards” or other guarantees/undertakings?
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P&1 Clubs’ reaction to the Iran sanctions v

(a) Provide for automatic termination of cover if a vessel performs a voyage which may expose the
Club to sanctions coupled with a right to reinstate cover at the Club’s discretion.

(b) A right to terminate cover where not to do so will expose the club to sanctions.

(c) Exclusion of cover for claims arising during a voyage which would give rise to a risk of
sanctions. (Option taken by SKULD in Rule 30.4)
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IRAN SANCTIONS - Guidelines

» Step One — Search for US targets & ships
— SDN List
— Applicable to US persons but followed by major banks so internationally "in effect”.

» Step Two — Search for EU/UN Targets
- UK keep consolidated list

» Step Three - Consider the trade, cargo and type of business — US

» Step Four - Consider the trade, cargo and type of business — EU

» Step Five - Do not assume that sanctions do not apply to your trade or business


http://www.ustreas.gov/offices/enforcement/ofac/sdn/
http://www.hm-treasury.gov.uk/d/iran.htm
http://www.hm-treasury.gov.uk/d/iran.htm
http://www.hm-treasury.gov.uk/d/iran.htm
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