FROM:

Director, Worldwide Markets

EXTN:

5998

DATE:

10 December 2004

REF:

Y3452

SUBJECT:

The Australian Reinsurance Pool Corporation (ARPC) and reinsurance
arrangements for dealing with eligible terrorism losses.

SUBJECT AREA(S):
ATTACHMENTS:

Appendix 1 – Reinsurance Agreement for Terrorism Risks (Lloyd’s version)
Appendix 2 – Proforma letter to opt in or out of the reinsurance arrangement.

ACTION POINTS:

Syndicates to decide whether they wish to opt in or out of the ARPC
reinsurance arrangement for 2005

DEADLINE(S):

23 December 2004

The purpose of this market bulletin is to invite syndicates to exercise the option to opt in or
out of the reinsurance arrangement with the ARPC, for the period 1 January to 31 December
2005.
The Australian Terrorism Insurance Act 2003 renders terrorism exclusion clauses in eligible
insurance contracts ineffective, in relation to losses arising from a declared terrorism
incident. In order to provide cost-effective reinsurance cover for eligible terrorism losses, the
Australian Government established the Terrorism Insurance Scheme (the “Scheme”)
operated by the ARPC, a statutory authority providing reinsurance cover for losses arising
from a declared terrorist incident.
All syndicates are eligible to reinsure the risk of eligible terrorism losses under the Scheme
with the ARPC (see Appendix 1 for a copy of the reinsurance agreement), providing they
have included a terrorism exclusion clause in the policy. Joining the Scheme is not
compulsory, however, and is a matter for the managing agent of the relevant syndicate to
decide whether or not to do so. A syndicate may for instance choose to rely on its own
commercial reinsurance arrangements rather than those provided by the Scheme.
In order to exercise the option to opt in or out of the reinsurance agreement for the period 1
January to 31 December 2005, all syndicates must complete and sign the pro-forma letter
(Appendix 2) and return electronically, to australian.terrorism@lloyds.com by 23 December
2004.
If you have any queries about the above please contact one of the following:
Lloyd’s Worldwide Markets:
Market Services Desk:

Box 190b
Tel:
020 7327 6677
Email: market.services@lloyds.com

Lloyd’s is authorised under the Financial Services and Markets Act 2000

Lloyd’s General Representative in Australia:
Keith Stern

Tel:
00 61 2 9223 1433
Email: Keith_Stern@bigpond.com

This bulletin has been sent to active underwriters and the Compliance Officers of Lloyd’s
managing agents and for information to the LMA.
More detailed information on Lloyd’s trading rights may be found on
www.lloyds.com/worldwide. Select the appropriate country from the Lloyd’s trading status
box (located on the right hand side of the web page) and this will take you to the Quick
Reference Guide for the country selected. More detailed information may then be obtained
for certain countries by selecting ‘Manual’ from the menu on the left hand side of the screen.
You will be asked to input a user name and password. Please contact the Worldwide Market
Services (contact details as above) in order to obtain this information.

Julian James
Director
Worldwide Markets

APPENDIX 1

APPENDIX 2
John Darkin
Regional Executive
Worldwide Markets
Lloyd’s
One Lime Street
London
EC3M 7HA

Dear Sir

Australian Reinsurance Pool Corporation Reinsurance Arrangement
1 January 2005 to 31 December 2005
I am writing on behalf of syndicate [insert name, number and year of account of syndicate].
I understand that 1.
The Australian Terrorism Insurance Act 2003 renders terrorism exclusion clauses in
eligible insurance contracts ineffective in relation to loss or liabilities arising from a declared
terrorism incident.
2.
In order to provide cost-effective reinsurance cover for eligible terrorism losses, the
Australian Government has established a Terrorism Insurance Scheme (the Scheme). The
Scheme is operated by the Australian Reinsurance Pool Corporation (ARPC). ARPC is a
statutory authority providing reinsurance cover for losses arising from a declared terrorist
incident. Ultimately the Scheme is backed by the Australian Government.
3.
All syndicates are eligible to reinsure the risk of eligible terrorism losses with ARPC.
However, it is not compulsory and it is a matter for the managing agent of the relevant
syndicate to decide whether or not to do so. A syndicate may for instance chose to rely on
its own commercial reinsurance arrangements rather than those provided by the Scheme.
4.
A decision to reinsure eligible terrorism losses through ARPC will be binding for the
period 1 January 2005 – 31 December 2005. A decision not to reinsure such losses through
ARPC will mean that the syndicate concerned gives up the right to benefit from the
reinsurance provided by the Scheme in relation to a declared terrorist incident occurring
during this period.
5.
A copy of ARPC’s standard form of reinsurance agreement for Lloyd’s syndicates
(the ARPC Reinsurance Agreement) is attached at Appendix 1 to this Market Bulletin.

Please delete one of the following statements:
i.)

[I confirm that syndicate [insert name, number and year of account of syndicate]
wishes to benefit from the reinsurance arrangement with ARPC for the period 1
January 2005 – 31 December 2005 and I hereby authorise Keith Stern, Lloyd’s
Underwriters’ General Representative in Australia, to sign the ARPC Reinsurance
Agreement for and on behalf of the members of the syndicate. I understand that this
decision is binding for the above-mentioned period.]

ii.)

[I confirm that syndicate [insert name, number and year of account of syndicate] does
not wish to reinsure eligible terrorism losses through ARPC. I understand that this
decision is irrevocable for the period 1 January 2005 – 31 December 2005.]

Enquiries relating to our syndicate’s adherence to its obligations under the Australian
Terrorism Insurance Act 2003 should be directed to [insert contact name].
Yours faithfully

For and on behalf of syndicate [insert name, number and year of account of syndicate]

cc:

Keith Stern, Lloyd’s Australia Ltd, Suite 2, Level 21, Angel Place, 123 Pitt Street,
Sydney, NSW 2000, Australia
Fax number: 00 612 9223 1466
E-mail: Keith_Stern@bigpond.com

