Marine Forum — Magaliesburg, 4th — 5th May 2012

Insurability of piracy and hijacking —
A niche market or a growing field of business ?
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Piracy — Munich RE =
Current Status
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Piracy - Munich RE =
Current Status
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- Average ransom payments Amount of ransom demands and final settlements

2009 US$ 3.4 million
2010 US$ 5.4 million
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» Estimated cost of ransom for
2009 and 2010 is US$ 450 mill 10000000
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Piracy — Munich RE =
Threat to Global Trade
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» Pirates are using “mother
ships”

« Strait of Hormuz as key
maritime passage for sea
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Piracy — Munich RE =
War against pirates - Counter Measures
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« EU Operation Atalanta

 Self-protection measures

Training of crews

Increased watch keeping

Bridge protection

Physical barriers

Active defense measures

Armed guards

Citadels (panic rooms)
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Piracy —

Munich RE =

Re-routing around the Cape of Good Hope
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* Long and slow ships
 Additional 6 to 20 days
« Cost in excess of US$ 1 million
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Source: http://www.ucy-energy.com/prod03.htm
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Piracy — Munich RE =
Best Management Practice
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» Decrease of successful hijackings

250

* The role of navies is crucial 200
Number of attacks
150
 BMP4 works effectively ——Number of
100 successful attacks

High risk areas >0 /_\—f\
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Risk assessments 0~ .

Typical pirates attacks

Liaising with naval forces

Hardening ships against
attacks

How to behave during or after
an attack of pirates

Use of armed security teams
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Piracy — Munich RE =
Armed Guards on Board
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Due diligence

Escalation of violence

Self defense and liabilities

Licensing of weapons
- Flag state’s law

- Local law and port state
regulation
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Piracy — Munich RE =
Legal Problems
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« Authorization for naval
personnel to arrest pirates

* Practical problems in
transferring pirates for trial

 The EU / Kenya agreement
of 6 March 2009 was
cancelled

* Piracy:
Huge profit — low risk game !



Piracy — Munich RE =
Insurance Solutions
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Multiple covers to insure piracy losses

 Hull insurance:
Damage or total loss of a vessel

 Cargo insurance:
Damage or loss of insured goods

* P&l Insurance:
Liability cover (for shipowners
and charterers) incl. workmen’s comp

* Loss of Hire:
Loss of income of shipowners or
operators

» General Average:
Cargo and hull insurers share ransom
expenses as loss prevention cost



New Insurance Products — Munich RE =
Marine War Insurance
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New Insurance Products — Munich RE =
Marine Piracy Kidnap & Ransom
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Traditional K&R insurance

Proactive risk management
and crisis management

Coverage components

State of the market and
losses

Risk assessment
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Insurability of Piracy — Munich RE =
Conclusion
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* Quickly changing risk
environment

- Number of attacks and
ransom payments

- Sophisticated attacks

- Physical damage to vessels

« Difficult risk assessment
* Request to the international

community to act decisively
against piracy



Insurability of piracy and hijacking — Munich RE =
A niche market or a growing field of business ?
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Piracy — The threat at sea
takes on a new dimension

Munich Re Marine

Thank you very much
for your attention !
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