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Navigate the Complexities
of Mega-Yacht Insurance

It pays to understand what is — and isn’t — covered on the water

By Bruce Gendelman
Special to the Supplement

njoying the ownership of a mega-yachr

is a reward that very few can attain.

Paying an insurance premium on that
same yacht is one of those acts that may rank
on the pleasure scale with real estate taxes
and a colonoscopy — necessary but
unpleasant.

On the other hand, receiving a full and
fast claim check to compensate for damage
done to your prized possession comes as a
testament to your good judgment in selecting
the right risk-transfer program.

After the very damaging hurricanes of
the past two years, proper coverage for yachts
measuting more than 100 feet in length has
become a scarce resource that top-rated
insurance companies allocate to the most
outstanding yachts with the most
outstanding management. Some carriers are
including a deductible if a vessel incurs
damages due to a named windstorm.

Yacht insurance is a sub-specialty that
has its own legal and insurance
nomenclature that encompasses great
complexity and nuance. I have highlighted
here just a few tips and advice to keep in
mind when insuring a yacht.

Coverage Issues

® Hull value: Insurance should cover the
full replacement cost for a like kind and size.

® Navigation range: This must be strictly
listed and negotiated. In the event the yacht
has a claim in an excluded area, without
prior written permission, no coverage will be
in place.

® Hurricane plan: This must be
complete and pre-approved by the insurance
company. For the vast majority of
mega-yachts, the plan is simple: The boat,
for example, will be sailing in the
Mediterranean during hurricane season as
described in the cruising itinerary. If this is
not the case, the plan must specify exactly
what will be done and by whom. In the
event the captain is not in town, who is the
next responsible person? Will the yacht be
stored at a yard? Is there a contract in place
to guarantee that the vessel will be hauled
out of harm's way? After all, strapping the
boat down in is not an acceptable option.

e Crew qualifications: The insurance
company will want to review and approve
the captain and possibly other crew, i.e. the
first mate and/or engineer, depending on the
size and complexity of the vessel. Make sure
to obtain a detailed curriculum vitae, noting
their experience on other vessels.

e Personal property on board: The

applications. Because of the Jones Act, we
have clients who will not employ American
crews, dock in the United States or have
thmr yachts flagged in the U.S. Medical
insurance should be
separately provided for
the crew.

e Liability: The
types are numerous
and include death and
personal injury of
crew, passengers and
third parties arising
from collisions; from
groundings; from
damage to fixed and
floating objects; from
pollutants; from wreck
removal; and from towage operations.
Liability can also be a factor in the death
and personal injury to stowaways or persons
saved at sea.

e Rental of vehicles while in port:
Separate insurance for hired andfor
non-owned autos used by the crew for ship’s
business should be insisted upon. The
owner/guests personal automobile policies
could provide coverage, assuming they have
worldwide and hired and non-owned
endorsements.

e Towing: The Coast Guard no longer
offers assistance towing if there is no danger
to lives or property. The cost of towing by a
commercial tower averages $100 to $150
per hour from the time the tow gets under
way until the tow boat returns to its dock —
port to port. In addition, the towing of large
tenders must have a pre-approved plan.

¢ Debris or wreck removal: In most
cases of wreck removal, a vessel owner is
held responsible for the removal of a wreck
or any debris. Some insurance companies
pay all the cost of wreck removal; others do
not cover wreck removal at all. Some may
pay off a total loss claim on the boat but
leave an owner responsible for the removal
or any further liability caused by a wreck. If
a wreck breaks up and its debris floats in the
path of another vessel, causing damage to
that vessel, liability can be extreme. A
recent example was the massive dock
damage in Palm Beach that occurred during
the 2004 hurricanes.

e P&I clubs: Many foreign-flagged
yachts purchase liability from P&I clubs.
During the mid 19th century, ship owners
found themselves with liabilities that their
traditional hull underwriter, Lloyds, was
unable or unwilling to cover. To solve the
problem, groups of ship owners formed
mutual associations and agreed to share
each other’s claims.

Bruce Gendelman
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