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C I R C U L A R (Ref: 107/02/NE)

To All Shipowners






23rd December, 2002

Re: NORTH OF ENGLAND dd. 22nd November, 2002

      regarding the  US Terrorism Risk Insurance Bill 2002

We refer to the Club’s circular which may, or may not have been sent directly to you.  In case of the latter, we are herewith forwarding a copy of the circular and details of the US Terrorism Risk Insurance Bill.

We were naturally concerned to ascertain what the position would be in the case of an owner trading his vessel(s) to the U.S. who declined to take advantage of the additional cover, and whether, as a consequent, owners would face any penalties in the U.S. 

One of the Group Clubs approached by us, has provided us with the following response, which we believe explains the position fully:

QUOTE

With reference to your query in relation to our recent circular on the US Terrorism Risk Insurance Act 2002, we have the following comments.

This Act does not impose any obligations on shipowners. Its aim rather is to ensure that insurers offer cover in respect of terrorism similar to that which existed before the 9/11 Attacks.

Unfortunately, however, the Act appears to require P&I Clubs to provide cover in respect of terrorism up to the limits that apply to ordinary P&I Cover (US$ 4.25 billion). This is in addition to existing P&I war/terrorism risks cover, which pays claims in excess either of amounts recoverable under other policies, e.g. Hull & Machinery or War Risk, or of the ships "proper" value, whichever is greater, and has a US$ 200 million limit.
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Because the Clubs' additional exposure is potentially massive, and because that exposure is presently not poolable nor reinsured under the Group's excess of loss market cover, the premium for this additional cover is likely TO run into millions of dollars per vessel.

Given its cost, it is unimaginable that a shipowner would voluntarily take out this cover, nor does the Act require that shipowners must have this cover. If Members choose to confirm in writing that they do not wish to be insured for the terrorist risk or if they do not pay the (enormous) premium that such cover will require, the Clubs are then entitled to exclude terrorism from their normal P&I Cover.

Such exclusion will not affect Members' P&I War/Terrorism Risks cover already in place.

As the Act comes into effect on 28 November 2002, the Club will very shortly be sending its Members an invoice for the additional premium required for this cover. We expect that many of our Members will respond in writing confirming that they are not willing to pay for this cover, and accepting that the terrorist risk will be excluded. In any event, Members who do not pay the additional premium will not be entitled to the cover.

UNQUOTE 

Obviously due to the fact that the additional premium amounts to several millions of dollars, you will not wish to effect such cover.  However, the Club does require a formal response from you for each of your vessels, which is particularly important with regard to 2003/04 P & I renewals and/or any vessels newly attaching from now and onwards.   Attached you will find a letter(s) from the North of England dd. 26.11.02, the lower section of which is intended for your reply to the Club.  Could we please request that you ensure this is sent to the North of England by telefax to No. 0044191 2610540, with a copy of Sarnia Marine, as confirmation that you decline to purchase this additional insurance and therefore acknowledge that you are waiving your rights to this cover.

We trust this matter is clear, but should you have any queries, please do not hesitate to contact us.

SARNIA MARINE Insurance Services Ltd.

