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To sum up, the top priorities in the fast-growing
pan-Arab insurance market are in my view.

e Systematic development of underwriting and risk
management expertise,

e Consistent pricing that accurately reflects the risk
in question and

e Foucus on innovation products and sales concepts
meet the needs and wishes of the regions target
groups.

( Christian Kraut-Munich Re)

GAIFZE" oo

Ol o patl aladl paigt

Bl e Wiy 11 5SE JBY Had ¥ le 5,0 Cglias
LeSgndly AplaSYl 35030 568 gayg HUasY @b Zuanl g 31 el
3l 585 @ Lo sole e wlS il Flad HlEiel aldbie fe ooy
J2Y1 sl Jlealy saadl 2 531, 1S5 Sle¥1 sl le lasl
e oIy 13, AT 23V Gl1s e JlaaSy Buidl 2 leWly 5 ,S
Ol IS5l e 69 mall (e 41 W1 g pall Balaill le Lo 555 3ysgame
3eLiSy LSV Lle watsd Oy Ll Blges Vgl Lle slaac¥ Yz
ool e alasal) 35000 s Ling oyl el @i 3ol by |img juancl]
85130 22y o Jumaly paas Ul wlS H Al oy Laade lSh¥ly due gl

+ Jund! 3eaals Ll e slasud!

Enterprise Risk Management (ERM) aggie i3 ol il S 7 09
ouly 12 3 LS JIST lel yal gy s 38280 51 a1y LY Sagu
aslas yagu wla viv ale (Solvency IT) gulss Wlgs ey JUI
s Lo gy 5Us VL Al I JUI uly cililaie le 581 398 (50
il o Dyage cady GUIS AU GladYl galsl SIS AL oy
e Jasi Ol Laslad ¥ #3503 55las @ all 3 puieall IS 5l 2uols el
ERM fie 3 ,b alaiiol Gl pmdun Laa Goladl (o 5581 Jla uly s
dishatl gl e LY 33 Aty JUI pul ) el 3:LS 1 Jgumglt
U Gal 2130 el le Jpamdl I3 ¢re

Low insurance density compared to global average Munich e BB
@
8
]
5
4
3
-
a
Averags Avarage ARG ANerage
MEMS, Europe Morth Ameic Wik
= Indurance Penelration in %




r

h

&

(el ol = 52 W)

Cnelill o palf alatt ha3 5t

oyl Baleyl @ISy plas gubualy 70+ j9latin ¥ ymll uassall I Saiusll daall BENAN sass o

oty il clelazlly Jlea¥l Jloe B yelad 2y pall Zalaill cings
el 3 Bl dadill Al Joull Lgse clins 3l ddadil) 6l gall
(el g alacs Uy Bin g gty 6 58 il g iy aludll Lgl b
Lgt oIS ebyleinn! IS Sle conlaiw! il ue Joudl Loy dmnlly
3yl Slislamm¥l @l s Joall 2 dols s3lamd¥l gl Lle S ]
Beadla¥ laZill gy Ruiaslill @laZill o Tl 33 Lagl Lgasy
At A SS9 Ogels VoV s LoLdW) @s Jing udg T yasS Tpgtad
) J53 2 35 50 Lgalans dlud¥l Ilex | (ye

(s daeg Higliaie ol s Lle il bl ciagd 3y yall lslai@dl @laas
3 lemill elgm e 3ally Ak Lall 3 leill Aataie I coaunil Ay yall oottt
Joall (ye e cllin rLai¥l daig 4 as ¥ 31 Gandly cilassilly
LS el Bumill wl¥ell a5y 3l clidlasl Lle cdaly 3wyl
fanlpe G cplacsl Gl Ay Gagyg¥l SLa3Yl e 31 a clblal
Lgslialiadl 2 iVl pe dnps ol oty La yaglaiy L 5 ey yiall
Pl 2y dealilly sl (e Iy 3lims 431 W] Jall o) Iosin 1S
Jleel Lle Bley clin el amialy Susas @lay sid ! Logd cuslatl
g sl ULzl ¢ ol e 1mg conall

i3l el alg 518
st pl a9 Gl bell galgs
oy LoluBY! @ el plia 2 15 T3 s o Ayl ALat]
g Aiskie By pall Jgall Ian W1 3L (pm 7Y S ¥ Gl WY g
Il ol 3Ll 2 g laall Zamlue ety Wy 70+ 1 Jus3 At Lo oo
Y 505 LY G gl 5 Anial e g pall Joull

3 ‘0
”o“u A‘lsﬁ U.LC Lo O‘

L il el Sh Al

S35 5 13) pulms puciy) AlaMond| Aasme ygS AL AGLS Dl
Aolio 2 Adlal) Oty g gie g (D2, ¥/ — JOISILt 45 ot/
(e (o3 pat) el adil g uli® g (el

(Cro LI IS pii? (33 )1 ST H ) g 1 92 -3 Dkt | (gl 53
- AT Holod) SdgliG

aililgd cuglicits dous 2l Jgall
al, Y1 Jgdag Sakatidyl Lyges c¥asag

Jaae Jms dogama llin (oalai®¥l goill oty Au yall Joudl cgli
O¥gs call Av I 3Ll hay (65315 @il 2 5¥on Vo v Lgud 550800 Jas
J939 ¥ ey N0 I Leuilsd Juaig SLally dadill dmiin J9o lia
caglanll aaBly dus s Al culel g culel jim ¢ye Alaig 3 5udag dtue
nes oo B A g B iy pomally (53,81 2 S BeaWl A 2. L

Y G Juad g jall P!




(el _ndl —a )

A yang duawdo V0 jLuasl Gl ($ady Sty J9g JI3)
oligall L a,es daalasyl 839

La3¥l gy 35S Bslialdl 33 s 2 i S99 J15) Gsl
onelill gl oISy clelhaall puen ciley 2uslamdl 2ol I 2dll
Sy AIG as,8 2 Joms Loy a8 IS8 @3b 3l clellaztl oy
gy Caglgip A8 pall SLEY H¥es slibe A0 s il | sl ¥gll 2 dagSnll
ey @5 B yimag Lwwge VVO s I e}_:n Lasae Jog oliwnag
909 ALd¥l cia il Glisdl s ey | age duslus)l 55a S|
AL g came 1350801 Ggally 3560l 008 A g)y0ull Jums Lay
sl (o soaally ol aliatly Lagyg¥1 SLai¥! (e oI Jooily

Oligdl slamdl 3LaY

iy a2l 8 ylacil] LS o pmelail] cilead Jlaal
ISl s zhoaidly Jolsill
uigwsw\s,;\,‘huws,auﬁa Lol Ll Byl 23l s
ol 2 AUl &l yall Gl Asls o l.u.s._,._‘ Sl WLJU umLJ\ gliad

U“/YO}MJ‘JUL‘UMDU")’J' @MUU""'.}““ o\.‘ﬁ‘).’.):sw‘
.glu‘da.a.d‘

SN uﬂd.‘a.nl_tﬂ.cj/" —\OA}J_':-_‘@J.:HJ}JJ‘UAA_\}_@L‘:J‘«_\L_ML
‘d tUa.aJ\ La}a.c VAIRY| ES i PV PP Ln.u..a u.‘a-_‘al\ u\.ALJ‘ B D)
RE VAL J.mg.ﬂl‘ &Ua.d‘ dLols g daliztl caleagll god Slgn

ol 0 328 Gamy g pual 3 gy e IS cralitly Aea ¥l clnitl Jylatly
e LB J15Y gl gl (oo agaall 2 el 301 plaal] Bnl (o0 1Ly
L S ton Casnis el o gl 13 Je 2 Joiall 5 el sl

ol i 3l @om (o ZYY g [y sl ol Lad
SIS 3 A gloleadl Cye 78 (ygtms o pall sl Ol alitl 3alel Lol
oo Bgmied Ao pall cualatl salel @l 8 1) Vg Lo s 151 cpalit] alel
3Ll ol g samma cpn 71+ (pa J3I

ety (3 amil Te¥l o gllall JSAIL gy @ ualitl gl
o o Lasy Lguudi el @IS 5 GlIXS ol sLam®Y) gad Caning s

Gl e snus el 2 Jeaully u.gmL._H gl 3ok 3 agllall Houlls
el @Sl 2 T B390ma 3 UL colipels y3 5201 esligalst
clials Lols culisalall ¢lg3l 330 3 cpalatl IS a0 3508 2un ja eilia
2 Caning Cappatilly le i 2 (adi e il @lS 3l @lane (3l
Rl g ralil] 33leY (658 B ye il Liil L Gagedtll cililee
ole cwedl 1M als all oha fie lad o 58 oLl 3alal) dolod¥l Lnos

< 8 3uS Lol Aoy (9985 g Al sl

Jrelill euL.uJ|

Yore /pels sae |



(el ol = 52 W)

donye il el diad Josal dgca
i3 (e Lile Byl iand (1S3 1 3301 Lo Les Bl Bl 2

Aatiel] clagy L) gy Lgradlaio g ool yslatll 038 (yu 55 oo pall 313V
iali s g ald Sudsd oladls Alels cilglas By Ly pall el g liaat
DS e e Ll B ye el Balel wlSa ald anlyag 5,08

Lonalill 2 dm izl Ay ol

Lgoubeatiy a5 2, IS08 Bl ey A2 Mot ammia. 3 @ S5 @55 pualnl L3 2
G S Gy cnalill G padl aladl Sl Gudy s lgas
%)

g 2l 5gi8ally b G diilx g a1 Al e elecy LMl dama g8l el (e

Baduo alidy oyl jomy 2 Aoyl ilidae 2. dagoelll goidl [BNERT
Aabt] 2 el | sl ga B (a1 Al 23 astl (p poedl) cralalt
aSyall A el Bewdly A pall LaLadBY susgll e Gl ollia
‘:,.”_9;» Zz__A..__._.ﬂ Z\T‘u).qﬂ 3)\4&]‘ adly Y el &9 Ejl_'_aid.‘ EITRVS @L‘ﬁ!.l ;L&JSY‘}
N A KES L@BMM‘&)L_&Lleﬁ):ﬂ 3Ll Joazma (padada /)Y
O laastl B JIaY 2o jall Aaaladl Hlsl 2 Y (gua do g3 cllin
Lo yall oda g lausd! tUdBé&‘:O‘ Jel (e 588 e (8,9 4dlaiNl ola
oLy (ygasimie 351591 Gullms ey ulS 5l oS3 JI3Y o pall @Ilall 2
Ledlill e 553055508 3ials ol i g Lot ol 3l gl g sl Latil g JolS3
S a1 Cyn S stall 120 0359 oty La Jling | 188 1S5 o1 3SS e
Ll &dle sl ggng (6 58I IS 5l pon @5Laa Lo 3 ubin SNl a9 0
Adle codd

: 2 Lowt g dols zhead¥l olasly psanll (0 0 ¥y
g ol @Il 2 Ly L5 zLeat¥l oLl I e Y
AS, & Yo




"‘@‘II:ZS‘“ e~ vela Gl

(el _dl = 5 W) Cralild g al plat | a3 301

148 gine il 3 y3bca

A (el paghald ke g (o119 g 8 gy (el 2 k) S Jos dlipg VY
¢ il guacl? | ¢ il L) oyl & Ol | Sk 9ud pd (s guiainia
GBI (el g Crlaglal! Ly o8 9T (AL

® FLAGSTONERE"
The Benefits of Diversification for (Re)Insurance

ahl9d) (gl gic g (ol 3ale¥ §giwa Ma (Flagstone Re) as ,it 3 9% 2ot
as 4t i@l ywd 3t Mark Byrne awdi led ol <<O=miﬁl| 3A|.C! 9
ot [ ARIG 48 piid (Uit (s pH A0 ylomad ) juuls dead! Attt 5121 g Flagstone
Jagaill sabimng  plasdl Julog cpagially 2] jaad) pugil] Auaal (e Cpuzell jglome Ayl Ak ysll cdolis
Calies Joling5ale ¥ IS 5l JUI Guly JSua Jundi il 931 (pe g 30ed junlell o e dBy ol aa¥ G
LS Lgale Jmmntl (ySias il 5Lillg g 9l g pmemietl] il 2 (008 5 7353 By Buaial] uslall
Lgale Sais 1 815all g (S yiull G oWl Al ynlonll (20 paiasl
O By 059y 1089 oLudW ) ity il HLaT (38,0 21 il g ol Lgatomy a1 5152l (e
Jnal g 5)les Juns 3amy 3 yuheall Elasl ¥l 51,85 o) I 3ol ] aa sl @bl Sl (Bdnt s ) 2 sl paalyg €0y s S5k = Cpradf (0
U Gl Bl 1 (6350 03904 1089 3,01 sl Sl s Ayles a0
Byl 59y Bl5 a3 candd a3 Il asly U Gl 8 Jial al ity &l oS 1 (o pal s Jul35 Lgin Slgis 3900 Jlaa W1 das 2 g9l (ol 53T il a9

& FLAGSTONE "¢

DIVERSIFICATION IN PRACTICE
GEOGRAPHIC

GROSS PREMIUMS WRITTEN BY » Balanced portfolio with

FLAGSTONE RE

Yero ?Lc&.uu.u‘u

. . . GEOGRAPHIC AREA significant international
& La2al Forthe period January 15,2009 - December 31, 2009 exposures
. (5 in thousands) « 40% US, 60°%

£50 L g | pmiictgms International
0390 3t 1 (3t JS 2. S

[ Mo Amgraca nM SXAT™ . lelt on znnal
(G e o gt g ® ey - e Expﬂ‘ﬁures

e e e * 60% of capital
553 832909 kigl s o

9 — — — + Conservative
Redd ASHAN pudis ® dopan B Ausrata — === methodology

1] Cetar T s

* 1.in 100 PML of
$236M

b1 v (v i peimaily in the designated geographic area « 1in 250 PML of
1. This geographic anea inchades contracts that cover risks im hwo of mone geographic rones.
2 Grogs premiums writhen related 1o the lnsuranco segmant are inclodad in the Caribbean geo-
graphic arsa.

g1s3 & (pealS Balel

Except a3 otherwise noted, sach of thess categories includes contracts that cover risks located




'y

LES

&

(el sl = 52 W)

AITIg"

CCnelill o patf alat) a3t

Exceeding Client Expectations

(Aot | (a5 BT s pluac g (punalar Ol g2 g condadndt Jilg < sladf (30

Lagandl o sapsr ol @IS ,8 Guunlly Ly S puite e Jou
iy 393 i 055 o Bgaal le 1850 s case gl 313l g
s b 2 WialSI o pall I Aalisl 3lgadll ol 2 cpelidl clacg!
bl Laagas Sl dyslaidyl ol a5t

Ao lpEl Gaind g Ggallary Aaball (g3 2 5L 311 ol 3T il (e
delio 23,5 eelabinly culin alass ly juandll 3 ,500s dubwg
g Jalatll 289,11 1y Jaglo sk S 181 oo 233all el ) daLia! pall
ilinggaill 2 555 et I pllanlly Laalayiats s 2l 5lasn¥I

3l Aalaie 2 (o3l pingll (paand (e 0 by 43l I Lal LS
e )yl e Lgia miligais da g3 3 Y orealill S i o) W1 dasas¥)
L1 )1 g Zamy ) Lttty oLy WU ol il Lyl a5 33lel g 5o
gl Gl Gl (3L 5 ol Ll b ot 55 1 2o Loty

Cre 80358 Jaln gy Juanll Lausind s lgall Aanly yimlontl ungl 15y
Aiaalul] ZoLE S0 Jae (iyg9 gl yugiy donly sduns

Glelgh j9latin gisie s LOCKTON as 2is Aol ad el
ot Julian James awdt o JS lgd yols «sigzl]
@3 — (SAT (uel M codadS ) g doed | g O - (goaidl
AS Y (SUAT) (s 1) B3N plas dud! dudaf! 51l
- O3 YW — (pelil o salt (5

Sl §ad 3u5Latl B! 3 0101y AL el p3ly pusslmtl Jolis
Leali Ul (g9l€adl sue o A pudd yalamil 2 puslantl jaf o) caisy
oo el T UM oS Call Yoo gz I Juog o Unuglly cnalidl culS
O ¥ B Lo e b el 45 50 0 0 6 53 Bl 53 (g oLl L]
bt (6153 a il o0 Bl (pmg cpalit] g LaB 2 Jaall 51 oWl B2y g
ool JSns Blmia¥ly pliog¥l Gt g puadl il I ALl
pae Al dug alas Hlbl 20 cldy LI I o pdilly B! @l il
alals Gle 58,5300 daly Hlan¥l a2 923 35l ¥y ralidl @ilS & do g
Leaudast dalien filus 75y egila Lo by (233 Shue Jolo yu2939 = Dl
i€ 2Lty dlasd| drenl e suiig cralill 3l gusl dagls Covum
(AL il o lans gl (g &y il

dacsg¥1 3 il Aalaia Jidieus (e 3ogo ceadaSl Jily sl 2 4ol (0
505 g AU Oly YoV ale 78 VoV By e3latBl o pdsh o
Boladll g an g lling 2l LI 2 (slaxil e Silay SilSw
Bl Sl slaae¥l e Yoo Joull sLaiB¥l 35050 95 g elinall
caali o el delin @ulais salel gl dasilly

el e gl 3L ang copalidl el o g paieus yuis Il dasdly
oMl el gaig Aabaill I Adle SIS 58 Jois N1 Balsl ol a0
O g5 ALl Bos Copuas ol slacal 2 bl Zalait) agis LS
AL o JU Gy 255 laiey Bouadl 3y (olasni¥l s yeioy
“Ggeddl Lgl (o a1 5 sl

ougii La o Aalaill 2 (el 3lgw¥ Aalill (o,dll sl (o ye @




&

(el _dl = 5 W)

Ol o patl aladl pagt

@ ZURICH

Innovation In The Insurance Market

(D 93y it 63515 g (i 52 (L s (aele dalul sinandf (e
(Bdnd | (e y) G B 519

@ Duiah GERL

GCC currently is the largest insurance

GWP in USD billion, 2008

aration Council

gl e g I\.“dm&uw'cmj(Zur;ich) AS Ly ASILT Al el
Francis sstudf lgd sols ¢oualill Gom A i
David Hunt (&332 &% Lad W I 9 et 3 Bouchard
pVRERC I (V1 WEVE SR ORI TS 391 QYO (- PR ES [STFTP
o) -

Al alshaill (e @i JIlg com calal) Bgan 2 IS Joon Ak 551l 38 55
Lalall clinalal! Lgsegis cpalall Jlae! sais daceg¥l 3,200 Aalaie Leiags
Y sl laill pulmay A3kl Jos 2 Aaaeil) cenddl of Y1 3Ll
sagae ol (onalill Gegil Lialall 3BESI 35 Gon dalgie JI33
Lilly linpgailly Aeaill @l Ssiuny iaalil] egll (olasil Lgie
Eosd HaS Agarg (g s dheally Goudl Aayly (ApaLaid¥ly ducybaiill
R ESIERNENERTI PN EUREN RIS ISV S FRCARES ) S TRW-Rel | 7
8559 Joudl (a9, Cous sl 351009 ulidt ealdl slasel I dals)
Ao s s ge A2y

dac g1 3 yiull Aalaiia o) @ILadl g3 po ApLaLL ABlI 2 el L5511 Saig
ALl SLsBYI (o 7Y Jrap Aalait] sLsdl o)l Ilall OIS e 40 JSi5
dgidy Al Juall e 770 A Gleell S5l e 0,80 as Juay
5 G salll e B Aol g 3039 LIS alill Jlael go 2akait
gl 2 sahay LS Y10 ale ;¥gs HLile VY I dolid¥l o Jomy )
—i ol Lgis e il 2l

Z,

ZURICH

Cife
Oai

Maghreb

[17 o825

e | .
UAE I__’f,J_d.‘l 0.8 5.0 Morocco Egypt . 08 | 0614
Ealt . =09 0.1
KSA |28 ;E_‘z 31 Algeria — 1.0 Lebanon |06 D309
Kowait [ 07 02 g9 Tunisia  [21.01 gp Jordan  0AJ01 05
L
Oman [125.01 g Libya 0202 Sugan P20 p;
L. 0.0 I
Bahrain  [25.01 ps Syria 0202
‘oo
Qatar 04 0.0 04
Yemen 0.10.1
0.0
Total | 90 16106 Total 35 (1045 Total | 22 |10 32




(cdl _ndl = &2 V)

Population (millions)

MENA- Insurance growth potential

Premium volumes (us$ Billion)

Density'

Penetration

7
Logarithmic scale

- 0,3% of global premium volume

- 0,8% of the EU premium volume
-3,6% of emerging markets premium
volume

Singapore’s population a little more than 1,3% of MENA
region,but generates more premium volume than MENA

; ) Insurance premium spend- insurance premium
2006 f
igures 2008figures uS$ per capital % of GDP
10.000 10.0%
334 o7 $3,655
1000 $634 7.5%
$89
100 5.0%
425 $45
10 25%
493 48.8
27 14.5 16.5 9.3
45 B
T T T T T -0.0%
MENA SouthKorea South Africa\Singapore / Malaysia | MENA SouthKorea South Africa \ Singapore / Malaysia MENA World  Industrialized Emerging

Very low density and penetration
figures confirm the untapped
potential of the MENA region’s
insurance markets
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Total premium
growth 2007 - 2008

5,016

Soures: BMI srojections. INF. HSAC, team analysic

Middle East Region - overview

Moroceo TUnisia

1) GEC ncludes United Arab Emirates. Kirgdom of Sauai Arabia (KSA), Suwat, Catar, Oman. Bahrain

MENA markets are growing rapidly
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Catastrophe o
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Internet Growth

Middle East internet Usage and Population Statistics

MIGOLE EAST

Population Usage, n Inbmet Usage, % Populstion  User Growth | [%) of
[ 2009 Est. ) Doc/2000 Latest Diata (Penotration) (20002005  Table
Bahsain 402 500 5.3
lran 32,200,000 485 % 12
limg 300,000 10%
Isrom| 5,263,146 Fa
Jorglan 1,555 200 .
Huvrait 1.000,000 1.7
Lebanon 945,000 235 16°
Ouagn 557,000 163% 1.0
PalestingiWest Bk.) 385,500 : 06"
P 436,000 523 % 07
Saudi Aralla 1,761,800 i) 133
Syria 3,565,000 16 4 % 11 183 [
United frab Embrotes 3,558,000 141% FBI1% | 619
Yamen 170,000 16% 26 T% 06%
Gaza Suip 1551 855 na n'a a'a n'a

TOTAL Middle East 202 B8T 005 3,284 800 58,309,546 /A% 1.6751% 1000 %
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Mpr. Jonathan Spencer
Average Adjuster
The Spencer Company (USA)

General Average is an ancient institution of maritime
commerce, which traces its roots to the Phoenician era in
the Eastern Mediterranean. “Average” in this context means
“marine damage” and “general” indicates that the average
involves everyone in the voyage as opposed to “particular”
average, which involves the private interests of only one
party.

In recent times, starting in the 19th century, the General
Average regime has been embodied in the York-Antwerp
Rules, an international code administered by the Comité
Maritime International, or International Maritime Law
Association. The York-Antwerp Rules are almost invariably
incorporated into contracts of carriage, and reference to them
will be found in the General Average clause of bills of lading
and charterparties.

The York-Antwerp Rule A defines General Average as
follows:

There is a General Average act when, and only when, any
extraordinary sacrifice or expenditure is intentionally
and reasonably made or incurred for the common safety
for the purpose of preserving from peril the property
involved in a common maritime adventure.

It is readily apparent that General Average involves “sacrifice”
or “expenditure” which must be extraordinary, intentional,
and reasonable and have the effect of preserving from peril
the property involved in the voyage.

Typical examples include damage to the vessel or cargo by
water used to extinguish a fire, holes cut in the plating of a
ship in order to gain access to the seat of a fire in order to
extinguish it, the jettison of cargo in order to lighten a stranded
vessel and refloat it, and expenditure by way of towage to
refloat a stranded vessel or to bring a disabled vessel to a
place of safety.

General Average sacrifice and expenditure is borne by all
the parties to the adventure in proportion to the value of
the property that is saved. If the ship and the cargo are of
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equal value then the shipowners and cargo owners, and their
respective insurers, will both pay half of the General Average.
If the cargo is worth twice as much as the ship, then the ship
will pay one third of the General Average and the cargo will
pay two thirds.

The York Antwerp Rules have been subject to periodic change
since their inception, every twenty to twenty-five years — 1890,
1924, 1950, 1974, 1994 and, most recently, 2004. Change
was largely evolutionary, and each successive version of the
Rules replaced the previous one, a pattern that changed in
2004. The 2004 Rules were written as an alternative to the
1994 Rules so that both versions are now encountered and
practitioners need to be familiar with both.

In 1994 various changes were made to the Rules all with
the intention of promoting uniformity of practice. The most
striking change was the introduction of a Rule Paramount to
ensure that all allowances made in General Average became
subject to a test of reasonableness. This change arose from
the structure of the Rules, which are organized into a group of
lettered Rules that establish general principles of adjustment
followed by numbered Rules that address the treatment of
specific items of sacrifice and expenditure. These are subject
to a Rule of Interpretation that provides that the numbered
Rules prevail over the lettered Rules.

A dispute arose in the case of a ship called the “Alpha” (Corfu
Navigation v Mobil Shipping [1991] 2 Lloyd’s Rep. 515), a
small tanker that went aground while loaded with cargo, and
the ship’s Master strained its engines over a period of days,
beyond any reasonable measure, attempting to refloat it, even
though members of the ship’s staff assured him that the effort
would not succeed and would result in damage to the engines.
The claim fell to be considered under Rule VII of the York-
Antwerp Rules, which establishes that damage caused to a
ship’s machinery in endeavoring to refloat while the ship is
ashore and in a position of peril shall be allowed in general
average when shown to have arisen from an actual intention
to float the ship for the common safety at the risk of such
damage. Ithad always seemed axiomatic to most practitioners



which would give rise to an allowance in general average
under the provisions of Rules X and XI, and the cargo or
part thereof is forwarded to destination by other means,
rights and liabilities in general average shall, subject to
cargo interests being notified if practicable, remain as
nearly as possible the same as they would have been in
the absence of such forwarding, as if the adventure had
continued in the original ship for so long as justifiable
under the contract of affreightment and the applicable
law.

The proportion attaching to cargo of the allowances
made in general average by reason of applying the third
paragraph of this Rule shall not exceed the cost which
would have been borne by the owners of cargo if the
cargo had been forwarded at their expense.

Prior to this rule change, it was always necessary to contact
cargo interests after the General Average event to seek
their consent to forwarding cargo under a non-separation
agreement. This meant that, occasionally, an opportunity to
forward cargo was lost if a vessel was available to transship
into but there was not time to contact the cargo interests and

seek their agreement to such transshipment. Now, if time is
so tight that it is not practicable to notify cargo interests, with
the benefit of the new provision the cargo can still be sent

forward.

Complementary to the non-separation wording, the following
addition was made to Rule XVII, dealing with Contributory
Values:

In the circumstances envisaged in the third paragraph
of Rule G, the cargo and other property shall contribute
on the basis of its value upon delivery at original
destination unless sold or otherwise disposed of short
of that destination, and the ship shall contribute upon its
actual net value at the time of completion of discharge
of cargo.

Next, Rule I1I, dealing with Extinguishing Fire on Shipboard,
was the subject of an important clarification. This Rule had
previously provided that

Damage done to a ship and cargo, or either of them,
by water or otherwise, including damage by beaching
or scuttling a burning ship, in extinguishing a fire on
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that, to be properly allowable as General Average, such
damage should be reasonably incurred, but the Court in the
“Alpha” held that because the numbered Rules prevail over
the lettered Rules and because the word ‘reasonable’ does not
appear in Rule VII, the damage consequential on the Master’s
misguided effort to refloat the vessel, since the numbered
Rule VII prevailed over the lettered Rule A.

That decision gave rise to the Rule Paramount, which now
provides:

In no case shall there be any allowance for sacrifice or
expenditure unless reasonably made or incurred.

The next change was an entirely new provision, now found
at Rule B:

There is a common maritime adventure when one or
more vessels are towing or pushing another vessel
or vessels, provided that they are all involved in
commercial activities and not in a salvage operation.
When measures are taken to preserve the vessels and
their cargoes, if any, from a common peril, these Rules
shall apply.

A vessel is not in common peril with another vessel or
vessels if by simply disconnecting from the other vessel
or vessels she is in safety; but if the disconnection is
itself a general average act the common maritime
adventure continues.

Jurisprudence was conflicting in various countries on the
matter of tug and tow General Averages, and the purpose
of the new Rule, again, was to bring about uniformity of
practice.

A 1994 change that affected various Rules was the so-called
‘Pollution Compromise”. Prior to 1994 it was technically
possible that, if pollution occurred as the consequence of a
General Average act, the clean-up could become a charge
on the contributing interests. As the international response
to instances of pollution became more and more energetic,
and the costs of clean-up increased, it was clear that if such
a claim were to arise it would place a heavy burden on the
parties to the adventure and possibly obliterate any benefit
that they might otherwise have derived from their property
being saved.

Furthermore, insurers of ships and their cargoes were not
happy to bear a potential exposure to pollution liabilities by
virtue of insuring General Average contributions. On the
other hand, the P&I Clubs were unwilling to see an obligation
transferred to them by the property insurers. However, the
Clubs were already insuring most pollution risks and were
well-prepared to confront them. Accordingly, the compromise
was struck that any liability for pollution itself would become
the subject of a claim against pollution insurers but, where a
General Average act involved measures to avert pollution, the
cost of these measures would be General Average.

The ‘compromise’ entailed changes to various Rules. First, a
new paragraph was added to Rule C:

In no case shall there be any allowance in general
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average for losses, damages or expenses incurred in
respect of damage to the environment or in consequence
of the escape or release of pollutant substances from the
property involved in the common maritime adventure.

Next, Rule V, dealing with Voluntary Stranding, had to be
harmonized with the addition of the words shown in bold:

When a ship is intentionally run on shore for the common
safety, whether or not she might have been driven on
shore, the consequent loss or damage to the property
involved in the common maritime adventure shall be
allowed in general average.

Rule VII, dealing with Expenses Lightening a Ship When
Ashore, and Consequent Damage, similarly needed to be
qualified:

When a ship is ashore and cargo and ship’s fuel and
stores or any of them are discharged as a general
average act, the extra cost of lightening, lighter hire
and reshipping (if incurred), and any loss or damage
to the property involved in the common maritime
adventure in consequence thereof, shall be admitted
as general average.

(The final part of the previous Rule VII had read “...and the
loss or damage sustained thereby, shall be admitted as general
average.”

In order to clarify the intention and operation of the
compromise, the following provisions were added at section
(d) of Rule IX, dealing with expenses at a port of refuge:

The cost of measures undertaken to prevent or minimise
damage to the environment shall be allowed in general
average when incurred in any or all of the following
circumstances:

(i) as part of an operation performed for the common
safety which, had it been undertaken by a party outside
the common maritime adventure, would have entitled
such party to a salvage reward;

(i1) as a condition of entry into or departure from any
port or place in the circumstances prescribed in Rule
X(a);

(iii) as a condition of remaining at any port or place in
the circumstances prescribed in Rule X(a), provided that
when there is an actual escape or release of pollutant
substances the cost of any additional measures required
on that account to prevent or minimise pollution or
environmental damage shall not be allowed as general
average;

(iv) necessarily in connection with the discharging,
storing or reloading of cargo whenever the cost of those
operations is admissible as general average.

A change, basically administrative in nature, was brought
about by the addition to Rule G of a non-separation wording,
as follows:

When a ship is at any port or place in circumstances
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indeed, there was, by general agreement in committee no
debate or vote on the radical position and the conference
largely addressed itself to various incremental restrictions
of what can be allowed under the York Antwerp Rules. The
ITUMI delegation also expressed the intention, in its opening
remarks at Vancouver, that the new rules should stand as an
alternative available to those who opt to use them, rather than
replacing the 1994 Rules.

All of the changes that had been adopted in 1994 were
preserved, with further changes occurring in 2004.

First, Rule VI was amended to eliminate the redistribution in
General Average of salvage settlements. Salvage will now be
dealt with in the General Average adjustment only where it is
paid by one party to the adventure on behalf of other parties
to the adventure, for example, where the shipowner settles the
salvage on behalf of all interests.

The new Rule reads as follows:

RULE VI. SALVAGE REMUNERATION

Salvage payments, including interest thereon and legal
fees associated with such payments, shall lie where they
fall and shall not be allowed in General Average, save
only that if one party to the salvage shall have paid all
or any of the proportion of salvage (including interest
and legal fees) due from another party (calculated on
the basis of salved values and not General Average
contributory values), the unpaid contribution to salvage
due from that other party shall be credited in the
adjustment to the party that has paid it, and debited to
the party on whose behalf the payment was made.

To be continued-part 2

Salvage payments referred to in paragraph (a) above
shall include any salvage remuneration in which the skill
and efforts of the salvors in preventing or minimising
damage to the environment such as is referred to in Art.
13 paragraph 1(b) of the International Convention on
Salvage 1989 have been taken into account.

Special compensation payable to a salvor by the ship
owner under Art. 14 of the said Convention to the extent
specified in paragraph 4 of that Article or under any
other provision similar in substance (such as Scopic)
shall not be allowed in General Average and shall
not be considered a salvage payment as referred to in
paragraph (a) of this Rule.

It must be noted that the salvage is dealt with on a separate
basis from General Average, “calculated on the basis of
salved values and not General Average contributory values”,
requiring the adjuster now to make two apportionments.

It appeared to be the intention of the drafters that salvage
settlements paid by one party on behalf of other parties
shall not attract an allowance for interest under Rule XXI
but subsequent enquiry indicated that this was not so.
This omission was taken up by the Association of Average
Adjusters of the United States, which adopted the following
Rule of Practice:

XXII. SALVAGE SETTLEMENTS UNDER YORK
ANTWERP RULES 2004 - ALLOWANCE FOR
INTEREST

When the adjustment is subject to the York Antwerp
Rules 2004 and includes, applying the provisions of
Rule VI (a) of those Rules, contributions to salvage
paid by one party to the adventure on behalf of
another party to the adventure as well as on its
own behalf, the provisions of Rule XXI of the Rules
will apply to the paying party’s salvage payments,
including interest thereon and legal fees associated
with such payments, as if they were General Average
expenditure.

The UK-based Association of Average Adjusters also
identified a potential problem in the new Rule VI and adopted
a probationary Rule of Practice, providing as follows:

C5. York-Antwerp Rules 2004 - Rule VI: For the
purpose of applying Rule VI of the York-Antwerp
Rules, 2004, the term “salvage payments” shall be
interpreted to mean payments made in respect of
salvage services for which there is contractual and
/ or legal provision for apportionment and payment
between the salved interest upon termination of the
salvage services, independent of the York-Antwerp
Rules 2004.

The object of this Rule apparently is to forestall the possibility
of arguing that simple towage arranged for the common
safety and paid for by one party to the adventure is salvage
and therefore cannot be recovered in General Average.

The Paper was presented at the 2nd International Conference on Insurance & Marine Transportation “Claims & Risk Management” which was held

in Aqaba / Jordan from 11-13/ May/2009
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board the ship, shall be made good as general average,
except that no compensation shall be made for damage
by smoke or heat however caused.

This seemed clear enough but controversy had arisen over
General Average claims arising from fires aboard a certain
type of vessel designed to carry refrigerated cargo, by means
of a system that circulates cold air to keep the cargo chilled.
When fire breaks out in a hold of such a vessel, the first
step in combating it is to turn off the circulation of cold air,
which otherwise would feed oxygen to the fire. It is plain
that this is an intentional and reasonable act, undertaken for
the common safety, and it was the practice of most average
adjusters to allow as General Average sacrifice damage done
to refrigerated cargoes in such a circumstance. However,
certain insurers took the position that where a refrigerated
cargo suffered damage by reason of the refrigeration system
being turned off, this was damage by heat and fell within the
above exclusion.

This clearly was not the intention of the Rule and also defied
basic principles of General Average and, for clarity, the
exclusion of “damage by smoke or heat however caused” has
now been replaced with an exclusion of “damage by smoke
however caused or heat of the fire”.

Finally, Rule XXI, dealing with the allowance of interest at
7% per annum on General Average expenditure and sacrifice,
was amended to provide that such interest would now be
allowed until three months after the date of issue of the
General Average adjustment, whereas previously interest had
run until the date of the adjustment.

th
The Rules were adopted on October 7 1994 in the Plenary
Session of the CMI Sydney conference and most delegates
felt that a satisfactory result had been achieved. However,
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during the preparation for the 1994 conference, some
cargo Underwriters had been voicing increasingly strident
opposition to the institution of General Average arguing
that it had become a vehicle for ‘subsidizing substandard
shipowners’. Their stance eventually was espoused by the
International Union of Marine Insurance (IUMI), which
took the position that the 1994 Rules had been adopted
without sufficient debate, whereas in fact the debate had been
conducted over a period

of years at the level of national maritime law associations
and an international subcommittee formed by the CMI in late
1990.

Nevertheless it was felt that [UMI was a sufficiently important
body that its voice had to be heard and a new international
subcommittee was formed around 2000 to commence the
work that would lead up to the York Antwerp Rules 2004. The
principal theme of the [IUMI initiative was that allowances in
General Average should cease with the attainment of safety
whereas previous versions of the Rules permitted various
allowances for the common benefit, the most generous of
these being the allowance of wages and maintenance of the
ship’s crew while the vessel was detained at a port of refuge
making repairs necessary for the safe prosecution of the
voyage. The most cynical of the commentators suggested
that some shipowners would defer maintenance until the ship
broke down while there was cargo on board so that they could
collect in General Average the crew’s wages that otherwise
would have fallen to the Owners’ account if maintenance had
been planned and performed in the proper way, taking the
ship out of service.

By the time the conference opened, IUMI had indicated a
willingness to compromise from their most radical position,
that General Average should be restricted to common safety
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MENA: Key Macro Indicators (2008 estimates and 2009, 2010 forcasts)

Kuwait Qatar Saudi Arabia UAE Egypt

2008 2009 2010 2008 2009 2010 2008 2009 2010 2008 2009 2010  _FY07/08 FY08/09 FY09/10
GDP (USDbn) 1435 1021 1142 1011 1122 150.1 486.7 3135 3532 2424 1905 2024 162.9  200.8 2219
Real GDP (%) 54 -06 45 164 292 1741 42 02 34 6.4 0.4 2.4 7.2 33 4.6
CPI (% pavg.) 10.3 55 3.2 151 10.0 8.2 9.9 55 35 10.0 35 0.0 18.2 8.8 75
CA (% GDP) 474 147 228 374 124 226 347 74 4.2 23.7 34 17 0.5 2.1 -1.9
Fiscal Balance (% GDP) 332 103 160 12.0 47 7.4 192 29 241 34.6 45 152 6.8 -8.0 5.7
Govt. Debt (% GDP) 5.8 6.0 6.0 8.3 6.6 - 135 100 120 62 100 105 79.8 81.2 79.0
Net Foreign Assets (USDbn) 3795 3946 420.6 - - - 557.3 5342 549.1 468.6 4751 498.8 - - -
Qil/Total exports (%) 94.3 81.1 88.1 46.7 493
Qil/ Govt. revenue (%) 71.8 68.1 87.5 76.3 10.8
Qill Real GDP (%) 40.0 56.4 31.2 24.3 83

Source: DB Global Markets Research (Qatar forcasts are from IMF Country Report, January 2009, all others are DB). Net Foreign Assets are estimated at book value with Saudi Arabia estimated rather than using the reported
SAMA numbers to ensure a consistent methodologh across countries. Qatar ratios for oil dependency are oil ad gas.

Biggest Stock Market Losers — 12 month returns (US dollars)

MENA: Qatar's stock market has underperformed so MENA: Egypt and Saudi have the lowest exposure
-100% -90% -80% -70% -60% -50% -40% -30% -20% -10% -0% .
. . . . . . . . , , far this year to foreign bank financing
-47.7%| S&P500
s ADXAbuDmb| %Jgg 09=100 S o Foreign liabilies (% total)
-56.0% TADAWUL Saudi czK | 7%
e oo o g
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Source:Blorbery 60 . . . BHD 54.21%
LVL 62.0%
4-Jan-09 25-Jan-09 15-Feb-09 8-Mar-09 o 10% 20% 0% 0% 0% 0% 0%
Source: Bloomberg ‘Source: Haver Analytics
Real GDP Growth % Inflation % Budget Balancc/GDP %
2007 | 2008 | 2009 | 2010 | 2007 | 2008 | 2009 | 2010 | 2007 | 2008 | 2009 | 2010
Bahrain 6.0 5.8 2.0 2.6 32 5.6 4.0 25 157 | 1.5 22 3.0
Kuwait 4.5 6.2 0.2 1.3 55 10.4 6.8 5.0 39.1 | 325 1.8 2.1
Oman 6.5 6.0 1.8 25 59 12.7 6.2 34 10.3 9.6 1.0 1.8
Qatar 153 | 164 | 42 6.0 138 | 140 | 10.0 | 80 129 | 15.0 38 -1.8
Saudi Arabia 35 4.3 1.0 2.0 4.2 10.5 6.5 4.5 123 | 225 | -55 | -3.0
UAE 74 4.8 -1.0 1.2 1.1 12.0 74 5.8 309 | 335 | 438 6.5
GCC 5.3 6.0 1.2 1.8 6.3 10.5 5.8 40 | 258 | 285 | -2.0 1.8
Source: Nomura
GCC Banking Market Cap and Sector Performance (bn)
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For further information about Subjects, Speakers,
Head of Sessions, our Sponsors, List of Participants &
, please visit our

conference website at: www.AqabaConf2011.com

Or call us at:

Jordan Insurance Federation

Tel: + 962 6 5689266 Ext.: 302,304 and 307
Mob: + 962 79 6800007 / + 962 79 5071213
Fax: + 962 6 5692089

E mail: Info@AqabaConf2011.com
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