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_________________________________________________________________________ 

SANCTION CLAUSE WORDING IN SHORT TERM INSURANCE POLICIES 

Peter Atkinson, National Technical Portfolio Manager 

19 August 2014 

_________________________________________________________________________ 

It has come to our attention that insurers are increasingly inserting what is known as a “sanctions 

clause” into their policy wording, largely as a result of global pressures. 

As this is a relatively new development, members are urged to check through policy wordings and, 

where the clause appears, to include mention of this in their explanation to clients. 

(This would be especially relevant to clients who may be doing business with individuals or companies 

that have links with countries or clients that are subject to some form of international sanction. 

 

Sanctions Clauses normally use wording similar to the following: 

The Insurer shall not be deemed to provide cover and shall not be liable to pay any claim or provide 

any benefit hereunder to the extent that the provision of such cover, payment of such claim or 

provision of such benefit would expose the Insurer to any sanction, prohibition or restriction under 

United Nations resolutions or the trade or economic sanctions, laws or regulations of the European 

Union, United Kingdom or United States of America. 

These clauses have been introduced in countries which have Anti-terrorism legislation. Insurers 

and/or reinsurers subject to this legislation are not allowed to provide cover to or in any country which 

is subject to sanctions or trade restrictions in terms of United Nations resolutions or the trade or 

economic sanctions, laws or regulations of the European Union, United Kingdom or United States of 

America. 

To provide such cover could result in criminal and civil exposure to the insurer/ reinsurer, which is why 

they have to incorporate the exclusion into their policies. Due to their legislation, they would not be 

permitted to underwrite the exclusion out of the policy. 
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