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The facts:

= A German shipper sells a production machine to a consignor in the US and
orders a German forwarding agent to pack the consignment suitable for
seaworthy transport in compliance with the ISPM standards for shipments to the
US. The parts of the production machine are packaged in wooden crates
manufactured for shipment and secured in the crates with wooden beams.

= Upon arrival in the US - regularly via the port of Houston, Texas - the Department
of Agriculture and the Customs Border Control prohibits the import of the goods
into the US, indicating that the wood used is not properly marked and treated in
accordance with ISPM regulations. Quite often this prohibition is supported by the
finding that larvae and/or live insects have been found in/on the crates and / or
beams, which are considered as pest risk to living trees and are not to be brought
into the country.
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Typical Wording of the EAN:

= The Wood Packing Material (WPM) with this shipment is noncompliant. The
WPM must be re-exported. ...

= Live insects of the familiy Siricidae were extracted from the WPM. All cargo and
WPM has been refused entry and must be exported immediately. ...

= All actions of this EAN must be completed in 7 days. If the action is not
completed within 7 days, the importer will receive additional CBP penalties.
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Legal consequences - the US authorities may

impose the following sanctions if the EAN is not
respected:

= Penalties up to the value of the shipment
= Claim for liquidated damages up to 3 x the value of the shipment

= Possible seizure and destruction of the cargo and collection of the costs from the
sender
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Financial consequences due to actions taken by
the insured:

*= Fumigation costs in US port

Freight for re-exportation of the goods within 7 days or for transport to a nearby
port out of the US, e.g. Panama.

Repacking of the goods,

Destruction of the WPM

Freight for re-importation.

customs clearance costs for re-export and re-import, detention, handling charges
etc.

=Regularily costs total up to 1.500.000 €
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Usual regulations in German cargo policies:

= All goods / items are insured against all risks of damage or loss during the
insured transport

* Insured is any damage caused by seizure, confiscation or other intervention
by the authorities

= The insurer shall not indemnify for indirect damages of any kind unless they
are covered by the clause for consequential damage to goods and financial
losses.

= Expenses and costs of transhipment, temporary storage and additional
transport costs as a result of an insured risk shall be reimbursed.

= Expenses incurred in averting or reducing damage or an imminent risk
covered by the insurance shall be reimbursed by the insurer.




Insurance cover?

= No material damage to cargo or WPM

» |nsect infestation of the WPM before the beginning of the transport

= Incorrect marking of the WPM according to ISPM before starting the
packaging of the goods

= No material damage to the goods itself due to the import ban

= Therefore, also the costs of transhipment, intermediate storage and damage
mitigation etc. are not covered.

= Indirect damages are generally not insured
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Exception:

Clause for consequential damage to goods and
financial losses:

= The insurer also pays compensation for a financial loss .... (pure financial loss), if
a carrier involved in the insured transport (forwarder, carrier, shipper, warehouse
keeper, transshipment company) or his agent is responsible for the financial loss

within the scope of a normal transport contract including all related orders such
as .... packaging ...
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Cover under the financial loss clause

Is the lack of ISPM treatment/marking attributable to the freight forwarder / carrier?
= Where was the wood purchased?

= Can the proper ISPM treatment be proven?

e correct stamping with ISPM mark?

e correct heat treatment for more than 30 min. with a core
temperature of more than 56 °C?

What if the crates were ordered by the policyholder from a crate manufacturer who
supplied only the crates and the dunnage?




Thank you very much for your attention
Te

Any Questions?
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