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Dear Sirs

FIXED COST ARBITRATION PROCEEDURE (FCAP)

| am pleased to announce that with effect from 3 May 2005 Lloyd’s is expanding the services
provided under Lloyd’s Form of Salvage Agreement (“LOF”) by introducing a Fixed Cost
Arbitration Procedure (“FCAP”"), thus continuing LOF’s tradition of adapting to meet the
needs of its users: salvors, underwriters and property owners alike.

The FCAP has been introduced following indications from the users of LOF that a procedure
which limited the costs of obtaining an award would be welcome, in particular in cases where
the amount of the salved fund is small or where no point of law arises and the facts are
uncomplicated.

After holding discussions with representatives from all sectors of the international maritime
community, Belinda Bucknall, QC, a member of Lloyd's Panel of Arbitrators, was appointed
to produce guidelines for a fixed cost, documents-only arbitration procedure. These
guidelines have now been presented to the Lloyd’'s Salvage Group, which consists of
representatives from inter alia, the International Salvage Union, the International Group of P
& | Clubs, the Lloyd’s Market Association, the International Underwriters Association, the
Admiralty Solicitors’ Group, and various owners’ groups, and have been welcomed by all
concerned.

The main principles of the guidelines are as follows:-

g In assessing cases which are suitable for FCAP, the arbitrators will take into account
the amount of security demanded by salvors. Where the security demand is less
than USD1,000,000, then the case will usually be appropriate for a hearing on
documents alone. However, the documents only-procedure will not be restricted to
such cases.

2. Where the FCAP is ordered, the arbitrator will expect the parties to prepare a joint

bundle, not exceeding 50 pages, comprising documents, statements, and any agreed
statement of facts which they wish the arbitrator to take into consideration.
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