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Iran Sanctions : A Brief Guide

Royston Deitch
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General Manager of Underwriting
Administration Dept. (Solicitor)
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This article is for general information only. Specific
situations will need specific legal advice from suita-

bly-qualified Counsel.

There have been US sanctions against Iran since
the hostage crisis in 1979 but the most recent story
begins in 2015 with the Joint Comprehensive Plan
of Action (JCPOA). Under the JCPOA, the five per-
manent members of the UN Security Council plus
Germany and the EU on the one side, and Iran on
the other, agreed that various US and EU sanctions
against Iran would be lifted in return for Iran stopping

its military nuclear programme.

Donald Trump criticised the JCPOA during the 2016
US Presidential Election campaign and, having be-
come President, on 8 May 2018 announced US
withdrawal from it. 5 November 2018 thus brought

“snapback”, a full re-imposition of sanctions lifted
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under JCPOA, and the restoration of secondary
sanctions against non-US persons. Transactions in-
volving crude oil and petroleum products, including
transport and insurance, were targeted. US sanctions
escalated on 8 May 2019 with the President’s Execu-

tive Order 13871 targeting Iran’s metals sector.

Penalties for breaching sanctions are severe. The
US’s OFAC (Office of Foreign Assets Control) im-
poses civil fines of the higher of USD 295,141 or
twice the value of the transaction for each violation.
There may be criminal penalties too, from the Dept.
of Justice : fines of up to USD 1 million and 20 years
in prison. In addition, assets may be blocked and a
person added to the list of Specially Designated Na-
tionals (SDNs).

Shipowners negotiating a fixture and worried about
instructions to go to Iran should ensure the charter
allows them to refuse to comply with sanctions-
related voyage orders. The BIMCO Sanctions Clause
for Time Charter Parties gives owners this right. An
express exclusion of Iran in the charter as a destina-

tion would also be good for owners.

If the charter does not expressly exclude Iran, it may
be possible to argue that an order to sail there is il-
legal as the vessel is only permitted to carry lawful
merchandise in lawful trades. Under English law, it
may be possible to claim that the charter contract
has been terminated due to frustration. Frustration
discharges both parties from contractual obligations
where, through no fault of either party, performance
of the contract has become either impossible or radi-
cally different. Here, a ship owner would argue that
the contract was frustrated as an order which could
result in a breach of sanctions would mean perfor-
mance “radically different” to what was intended.

A cause of frustration recognised by courts is su-
pervening illegality: basically, since the contract was

made, a new law has made performance of it illegal.
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However, it would be difficult to argue supervening il-
legality if owners accepted charters or voyage orders
after 5 November 2018, as the sanctions situation
should have been known then.

So frustration may not be relevant and it is always

difficult to prove in court anyway.

6 August 2018 brought the EU’s Blocking Regulation,
a response to the “snapback” of US sanctions. The
purpose of the Regulation was to show EU support
for the JCPOA. It forbids EU persons from complying
with US Iran sanctions, unless authorised. However,
the threat of EU action is unlikely to protect EU busi-
nesses against action by US authorities for breach-
ing US sanctions. Because of this, banks in the EU
will not remit funds, which could be hire, premiums,

claims etc., which are in some way related to Iran.

[The interaction between sanctions and IG Club

P&l cover]
The Rules of all of the IG Clubs:

(@) contain a cesser or non-insurance rule, under
which the Member has no P&l cover in respect
of activities or liabilities which expose the Club

to sanctions or to the risk of sanctions; and

(b) prohibit or limit (reduce) a Member’s right
of recovery from its club if, because of the
application of sanctions, there is a shortfall in the
club’s reinsurance (which includes any shortfall
under the IG Pooling Agreement, General Excess
of Loss programme or any other reinsurance

arrangement).
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We run our booth at "BARI-SHIP 2019" an international
maritime fair, held from Thursday 23 May to Saturday,
25 May 2019 in Imabari, Ehime. This is the 6th fair and
the number of exhibitors in Japan and from overseas
was the highest ever at 350 companies, and the
total number of visitors on the three days was more
than 16,000. The scale of both exhibitors and visitors
increases for every fairs. Even in Imabari, the largest
maritime city in Japan, it is unusual for such a large
number of people involved in the shipping industry to
gather, and we think it was so unique scene in BARI-
SHIP that is now firmly established as an big event in
early summer. In addition, compared to the previous
fair, BARI-SHIP 2017, there were many people from
overseas, and we strongly felt that the event has
developed into an international event. We are delighted
with the high level of recognition of BARI-SHIP and
the fact that we were able to help out with BARI-SHIP

2019 in the new memorable era.

We imagine there are people asking why the P&l Club
would attend BARI-SHIP, but we, who have its office in
Imabari, a maritime city, also made efforts to introduce
its business activities, mainly by the staff of Imabari
Branch in order to contribute to the maritime industry
and regional development as a member of the maritime
cluster. Thanks to the efforts, not only shipowners,
ship management companies, and other companies
involved in such maritime affair, but also local junior and
senior high school students and little kids who came to
our booth. | would be very happy if the Japan P&l Club

staff were born among these visitors in the future.

During the three days of BARI-SHIP, the weather was
fine and the temperature rose to nearly 30 ‘C . For us,
who set up the booth outside, we were worried about

the physical condition of the staff attending, but the
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wind was fresh and we were able to enjoy the booth

until the end.

We handed out the Club original designed tote bag
and sweets (ramune soda) to visitors. We thought that
we had prepared a lot, but thankfully all the bags and
ramune soda were sold out. Some visitors who still use
their last BARI-SHIP tote bag or who knew by chance
the design of the bag that other visitors had and came
all the way to our booth. If you could not get it, we hope

you will look forward to the next fair.

It was three days in a blink of an eye, but through BARI-
SHIP, we realised once again that the Imabari maritime
cluster is a community in which various companies
and organizations are closely involved and the region
is united. It was a good opportunity for us who are in
Imabari, to realise that, as a part of such activities, they
will help to revitalise not only the shipping industry but

also the entire region in Imabari.

Finally, we would like to thank all of you who came to

our booth.

Al of the staff in Imabari Branch
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Mr Eduardo Prim’s report on his secondment to Japan P&l Club

Eduardo Prim (Z 0> R > D BHEEEEHKPT MFB Solicitors @ /X — kF—

WI=BCHI v /NP TS TDRRT 4 5 H
BT TENTERIEICRBTLTVFT . D
OAURIICEE L. Blc@m > TRl LA > Thi<
CEEICBARZRNE T,

HACHETZDIE, SO TTIEH ) FE
Ao FhF 20 L ERIICRERTRES LWL 2 £/ %=
BIUFUIC, PERTHRBZEHA . HARE=ZDULE
U, OVRYVICERYBEREBELICRUF UL, ZNH
53 >EHARNEDLS ICEILUTEh NSOV E
BOTVFEULEN, FTLLEYH TS SAES. EB(F
ISICHEMICRY . SMAP [FEEEILTWE Uic, 12,
ETCHRERHHSWHDET. BEREFMLDEREFLEL
S5VWCZDFERFTCTURL. ADENE. BHTIRL. 11—
EFZOEVR, FESUWVRIE, GHRADHE. N
SIRTHIDIFERIZIT. BARICDOBEA>TVETD,

IS5TCVBBIC. TSTDAY Y ITPAYN=&
KNBEANBRUNILTHI GV, BERL7Z I 7 DE
BY—7 v MIDWTCHBZELD D ZENTEF UL,
TSTDAI Y IO XVN\N—DRIBRERICEDK S
[CAETE>TVDDONZERICET. XV/N—DFD
TEPEEERI R BBEIDENTEF U 5
BBEINSDOY—T v b EFRUCERZSSICHE
SEIEVWEERXTVET,

6 & Japan P&l Newsletter July 2019 -Issue 50-

ThHY. BEHHRILFRDLZL2TOMRELZEMELTLET, 2019F3A
MO 2019F7TAETY vV P&IZZT7ICHELE LT,

Eduardo Prim is a Partner at the London shipping law firm, MFB
Solicitors, specialising in all aspects of shipping dispute resolution.
He is on secondment to the Club from March 2019 to July 2019.

| have been lucky to spend four months on secondment
to Japan P&l Club, Tokyo and | am grateful for the
opportunity. | arrived shortly before the cherry blossom
season and | will leave as the summer temperatures

continue to rise.

This is not my first time in Japan. | lived in Nagoya
for two wonderful years, over 20 years ago. | taught
English in Junior High Schools there, and learnt to
speak some Japanese, before becoming a shipping
lawyer back in London. It has been fascinating to see
how Japan has changed since then. For example,
there are countless new buildings, unagi is more
expensive and SMAP are no longer together. And vyet,
in all important aspects, Japan remains very much
as in my memory. The warmth and hospitality of the
people, the sense of humour, the glorious food and the
respect for tradition all contribute to Japan being one

of my favourite places.

My time at the Club has enabled me to get to know the
Club staff and members on a more personal level, and
to broaden my knowledge of the Japanese and other
Asian shipping markets. | have seen firsthand how the
Club helps members reach solutions to problems and
| have gained a deeper understanding of members’

concerns and requirements. | hope to continue to
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focus on these markets in the future and to develop

relationships further.

| have helped claims handlers and underwriters at the
Club, including Tokyo and the various branch offices,
re enquiries concerning a wide variety of topics ranging
from cargo claims, demurrage questions and off-hire
disputes to charterparty negotiation, war risks and
bunker issues among others. The approaching Sulphur
Cap in 2020 is of course a hot topic, and there have
been many enquiries about that. | expect this will only

increase next year.

| have also designed and implemented a course of
bi-weekly seminars for the Club staff about the English

law of charterparties.

There is a great team spirit at the Club and, outside
of work, | have had the pleasure of attending various
events with the Club staff and members such as
sumo (the Yokozuna lost), football (Iniesta scored) and

baseball.

One of my favourite Japanese phrases is “ichigo ichie” ,
which tells us to treasure the unrepeatable nature of a
moment, but here | prefer “mata oaishimashou” . Whilst
| will certainly cherish my memories of the hospitality
received and friends made in Japan, | sincerely hope
that there will be many further meetings in the years to

come.
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