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Summary: At its October 2005 session the Assembly considered the question of whether 
permanently anchored vessels engaged in ship-to-ship oil transfer operations 
fell within the definition of 'ship' under the 1992 Civil Liability and Fund 
Conventions, as interpreted by the 1992 Fund Assembly, and whether 
contributing oil received by such vessels should be considered as received for 
the purpose of Article 10.1(a) of the 1992 Fund Convention and therefore be 
taken into account for the levying of contributions.  The Assembly instructed 
the Director to undertake an in-depth study of the issues involved and report to 
the Assembly. 
 
The Director has undertaken an in-depth study of the issues involved and this 
document contains his findings. 
 

Action to be taken: (a) decide whether permanently or semi-permanently anchored floating 
storage units involved in STS oil transfer operations fall under the 
definition of 'ship' under the 1992 Civil Liability and Fund 
Conventions; 

 
(b) decide whether all contributing oil received by such vessels when 

operating in the territory, including territorial waters, of a State Party 
to the 1992 Fund Convention, should be considered as received for the 
purpose of Article 10.1 (a) of that Convention and therefore be taken 
into account for the levying of contributions;  

 
(c) if oil received in the circumstances set out under paragraph (b) were to 

be considered as received for the purpose of Article 10.1 (a), decide 
whether to revise the wording relating to floating tanks in the 
explanatory notes attached to the 1992 Fund form for reporting 
contributing oil received. 

 
 

1 Introduction 
 
1.1 At its October 2005 session, the 1992 Fund Assembly considered the question of whether certain 

floating storage units (FSUs) involved in ship-to-ship (STS) oil transfer operations fell within the 
definition of 'ship' under the 1992 Civil Liability and Fund Conventions and whether contributing 
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oil received by such vessels should be considered as received for the purpose of Article 10.1(a) of 
the 1992 Fund Convention (document 92FUND/A.10/36).  

 
1.2 This issue arose as a result of the Malaysian Government having drawn the 1992 Fund's attention 

to STS oil transfer operations taking place within Malaysian territorial waters in which one of the 
vessels remained permanently at anchor.  In one particular case identified by the Malaysian 
Government, the vessel in question, which was a registered tanker, fully manned and insured for 
pollution liabilities, but not permitted to trade as a result of the phasing out of single-hulled 
tankers under the provisions of MARPOL, received oil cargoes from sea-going ships, which were 
subsequently transferred to other sea-going ships and bunkering vessels.  Approximately 25% of 
the oil received by this vessel was modified by onboard blending to produce different 
specifications of fuel oil before being transhipped. 

 
1.3 Having considered all the specific facts of these operations, the Director took the view that such 

vessels fell within the definition of 'ship' under the 1992 Civil Liability and Fund Conventions.   
 
1.4 The Director also took the view that vessels engaged in STS oil transfer operations such as those 

carried out in Malaysian waters were operating more like an oil terminal or a floating tank than a 
conventional ship engaged in STS oil transfer operations.  For this reason the Director was of the 
opinion that all contributing oil received through STS operations by ships permanently anchored 
in the territory or territorial sea of a State Party to the 1992 Fund Convention, irrespective of 
whether or not the oil was modified by onboard blending, should be regarded as received at the 
vessel for the purpose Article 10.1 (a) of the 1992 Fund Convention and therefore be taken into 
account for the levying of contributions.   

 
1.5 The Assembly did not reach any decision on the application of the 1992 Conventions to these STS 

operations under consideration, but instructed the Director to undertake an in-depth study of the 
issues involved and report to the Assembly at its next session (document 92FUND/A.10/37, 
paragraph 37.3.7). 

 
1.6 Following a preliminary global search of permanently anchored vessels engaged in STS oil 

transfer operations, the Director engaged an independent expert in the marine and energy 
industries to carry out a more detailed study with the following terms of reference: 

 
• Identify the worldwide locations where STS oil transfer operations were being carried out 

where one of the vessels involved was permanently anchored and to which oil was 
delivered by tankers and subsequently transferred to tankers for onward carriage. 

 
• Identify the owners and operators of these vessels. 
 
• Identify the types of operations onboard the receiving vessel, for example, blending or 

processing of the received oil prior to being transferred for onward carriage, and the 
annual quantities of oil involved. 

 
• Describe the compliance of these vessels with international conventions (eg MARPOL, 

SOLAS) and the status of their certification and classification. In the case of vessels 
operating in territorial waters, describe the restrictions (if any) that are placed on the 
operations of these vessels by local administrations. 

 
• Indicate the type of pollution liability insurance carried by these vessels. 
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2 Findings of the study 
 
2.1 The detailed global search identified two types of STS operations as described below. 

 
 Category 1 
 
2.2 Crude oil is shipped from inland sources by small tankers to a location at sea where a vessel 

remains permanently at anchor and receives these cargoes for storage and consolidation.  The 
anchored vessel then subsequently discharges the consolidated cargo to other tankers, which 
transport the crude oil to its final destination.   

 
Category 2 
 

2.3 Fuel oil is received as cargo where the receiving vessel is used either temporarily or permanently 
to store or blend the received cargoes and subsequently discharge parcels of the stored or blended 
cargo onto other vessels which transport it to shore-based terminals or deliver it to other vessels as 
bunkers.  This type of operation has been noted to be very common in the bunker industry.   
 
Analysis 

  
2.4 During the course of the study it was found that some STS operations were of a temporary nature 

for a number of reasons, including inter alia: 
 

• Due to ice conditions such as experienced in the Baltic, STS operations are only conducted 
from May to October. 

 
• Some vessels operate as floating storage units for a number of weeks or months before 

departing with full cargo for carriage to another port and then resume normal trading as 
tankers. 

 
• Vessels sometimes operate as floating storage units to facilitate early export of crude oil prior 

to the construction of a shore-based terminal. 
 

• Vessels are sometimes used as floating storage units prior to the construction of a shore-based 
terminal and storage and blending facility. 

 
2.5 The study identified 24 STS operations involving permanently or semi-permanently anchored 

vessels acting as floating storage units.  Twenty of these operations were located within the 
territorial waters of 1992 Fund Member States as set out in paragraph 2.7.  This list of STS 
operations is not exhaustive and it is possible that there are similar operations being carried out in 
other locations.  The table below summarises the information on STS operations obtained from 
the study, including locations, vessel size and estimated oil throughput. 

 
2.6 The vessels identified had a combined deadweight tonnage of 3.3 million tonnes and had an 

estimated total annual throughput of nearly 30 million tonnes of oil (crude oil and heavy fuel oil) 
annually.  This volume corresponds to about 2% of the total quantity of contributing oil received 
in 1992 Fund Member States in 2004.  The average age of the vessels was 25 years, although the 
ages ranged from 11 to 41 years. 

 
2.7 Of the 20 vessels operating within the territorial waters of 1992 Fund Member States, 16 vessels 

were insured for pollution liabilities by a P&I Club belonging to the International Group of P&I 
Clubs.  However, it was not possible to establish the scope of insurance cover or whether these 
vessels carried valid Civil Liability Convention Certificates issued by the flag State. 
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2.8 Some of the vessels held full trading licenses whilst others were operating under special 
conditions or restrictions imposed by the authorities. 

 
2.9 An examination of the available classification records indicated that some of these vessels were 

classed as FSUs whilst others were classed as tankers for the carriage of crude oil and products.  
Some vessels were fully manned with officers and crew and were able to move under their own 
power whilst others were not fully manned and did not have any means of self-propulsion.  

 
3 The question of whether the 'mother' vessel falls within the definition of 'ship' in the 1992 

Conventions 
 

Previous consideration by the 1992 Fund as regards FSUs 
 

                                                           
1 A dispute exists between the Governments of Argentina and the United Kingdom of Great Britain and Northern 
Ireland concerning sovereignty over the Falkland Islands (Malvinas). 

Location DWT Age

Estimated 
throughput 

(tonnes per year) 

Kola Bay/Russian Federation 360 700 21 2.1 million 

Kerch/Russian Federation 149 834 21 1.8 million 

Kerch/Russian Federation 155 811 25 1.5 million 

Port Kavkaz/Russian Federation 92 802 11 2.0 million 

Malaysian waters 266 590 29 2.0 million 

Malaysian waters 135 500 30 2.5 million 

Malaysian waters 180 377 24 2.2 million 

Malaysian waters 273 567 30 2.5 million 

Malaysian waters 254 344 20 2.5 million 

Malaysian waters 150 762 29 1.5 million 

Malaysian waters 322 912 23 2.5 million 

Gibraltar Bay 107 544 20 1.34 million 

Perama/Greece 34 000 25 0.25 million 

Ambarli/Turkey 20 977 41 0.2 million 

Fujairah/United Arab Emirates 23 397 31 1.5 million 

Fujairah/United Arab Emirates 140 803 32 1.2 million 

Lagos/Nigeria 136 100 31 1.0 million 

Stanley/Falkland Islands (Malvinas)1 15 000 25 0.2 million 

Off Mumbai/India 94 706 21 unknown 

East coast India 280 654 13 unknown 

 3 310 674   
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3.1 In October 1998 the 1992 Fund Assembly established an intersessional Working Group to study 

inter alia whether, and if so to what extent, the 1992 Conventions applied to offshore craft, 
namely floating storage units (FSUs) and floating production, storage and offloading units 
(FPSOs).  

 
3.2 The definition of 'ship' in Article I.1 of the 1992 Civil Liability Convention reads: 

'Ship' means any sea-going vessel and seaborne craft of any type whatsoever 
constructed or adapted for the carriage of oil in bulk as cargo, provided that a ship 
capable of carrying oil and other cargoes shall be regarded as a ship only when it is 
actually carrying oil in bulk as cargo and during any voyage following such 
carriage unless it is proved that it has no residues of such carriage of oil in bulk 
aboard. 

 This definition is incorporated in the 1992 Fund Convention. 
 
3.3 The Working Group drew the following conclusions (document 92FUND/A.4/21, paragraph 7.5): 
 
 (i) Offshore craft should be regarded as 'ships' under the 1992 Conventions 

only when they carry oil as cargo on a voyage to or from a port or terminal 
outside the oil field in which they normally operate. 

 
(ii) Offshore craft would fall outside the scope of the 1992 Conventions when 

they leave an offshore field for operational reasons or simply to avoid bad 
weather. 

 
3.4 At its October 1999 session, the 1992 Fund Assembly decided to endorse the conclusions of the 

Working Group regarding the applicability of the 1992 Conventions to offshore craft as set out in 
paragraph 3.3 above.  The Assembly emphasised that in any event the decision as to whether the 
1992 Conventions applied to a specific incident would be taken in the light of the particular 
circumstances of that case.  It was noted that the issue could be reconsidered if new information 
were to come to light (document 92FUND/A.4/32, paragraph 24.10). <2>  
 
Director's consideration 

 
3.5 In the document submitted to the Assembly's October 2005 session, in the light of the information 

available at the time, the Director took the view that permanently anchored vessels engaged in 
STS operations, which were registered as tankers, fully manned and insured for pollution 
liabilities fell within the definition of 'ship' under the 1992 Civil Liability and Fund Conventions 
(document 92Fund/A.10/36 paragraph 2.19).   

 
3.6 In the light of the findings of the study it has become apparent that some of the vessels engaged in 

STS operations on a permanent or semi-permanent basis are capable of operating, and do operate 
on occasions, as normal trading tankers.  The Director is of the view, however, that when such 
vessels are engaged in STS operations whilst at anchor they function in much the same way as 
offshore craft, namely as floating storage units (FSUs) and floating production, storage and 
offloading units (FPSOs).  In accordance with the policy adopted by the 1992 Fund Assembly in 
October 1999, the Director therefore concludes that permanently or semi-permanently anchored 
vessels engaged in STS oil transfer operations should be regarded as 'ships' under the 

                                                           
<2>  In line with this policy, the 1992 Fund Executive Committee decided at its July 2000 session that the Slops, 

a waste oil reception facility, although originally designed and constructed for the carriage of oil in bulk as 
cargo, should not be considered as a 'ship' for the purpose of the 1992 Civil Liability and Fund 
Conventions.  However, in July 2006 the Greek Supreme Court decided that the Slops should be regarded 
as a 'ship' under the Conventions (cf document 92FUND/EXC.34/7). 



92FUND/A.11/30 
- 6 - 

 
1992 Conventions only when they carry oil as cargo on a voyage to or from a port or terminal 
outside the location in which they normally operate. 

 
4 Ship-to-ship transfers and contributing oil 
 
 Previous considerations by the 1971 Fund Assembly  
 
4.1 Article 10.1 (a) of the 1992 Fund Convention provides that annual contributions to the 1992 Fund 

shall be made in respect of each Contracting State by any person who, in the relevant calendar 
year, has received in total quantities exceeding 150 000 tonnes in the ports or terminal 
installations in the territory of the State contributing oil carried by sea to such ports or terminal 
installations. 

 
4.2 As reflected in the Official Records of the Conference on the Establishment of an International 

Compensation Fund for Oil Pollution Damage, 1971, which adopted the 1971 Fund Convention, 
the Rapporteur of the Conference, in explaining the general principle of the system of 
contributions set out in Article 10, stated inter alia that contributions had to be made every time 
there was a movement, for example, when a delivery of crude oil was followed by a delivery of 
fuel oil produced from that crude oil (CONF.2/C/SR.13, page 404). 

 
4.3 At its 1st extraordinary session in October 1980 the 1971 Fund Assembly considered the 

circumstances under which contributing oil should be considered as 'received'.  The Assembly 
examined the report of an intersessional Working Group, which had met in June 1980 to discuss 
inter alia this issue.  The Assembly approved the following interpretation of 'received' (document 
FUND/A/ES.1/13, paragraph 10). 

 
(a) Discharge into a floating tank within the territorial waters of a Member State 

(including its ports) constitutes a receipt of oil, irrespective of whether the tank is 
connected with onshore installations via pipeline or not.  Ships are considered to be 
floating tanks in this connection only if they are 'dead' ships, ie if they are not ready to 
sail. 

 
(b) Traffic within a port area shall not be considered as carriage by sea. 
 
(c) Ship-to-ship transfer shall not be considered as receipt, irrespective of where this 

transfer takes place (ie within a port area or outside the port but within territorial 
waters) and whether it is done solely by using the ships' equipment or by means of a 
pipeline passing over land.  This applies for a transfer between two sea-going vessels 
as well as for a transfer between a sea-going vessel and an internal waterway vessel 
and irrespective of whether the transfer takes place within or outside a port area.  
When the oil, after having been transferred in this way from a sea-going vessel to 
another vessel, has been carried by the latter to an onshore installation situated in the 
same Member State or in another Member State, the receipt in that installation shall be 
considered as receipt of oil carried by sea.  However, in the case where the oil passes 
through a storage tank before being loaded to the other ship, it has to be reported as 
oil received at that tank in that State. 

 
4.4 The above interpretation is reflected in the explanatory notes attached to the 1992 Fund form for 

reporting contributing oil received (which constitutes an Annex to the Internal Regulations), the 
current version of which was approved by the 1992 Fund Assembly at its extraordinary session in 
March 2005 (document 92FUND/A/ES.9/28, paragraph 16.2). 
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Director's considerations 

 
4.5 The Director understands that in the case of STS oil transfer operations involving permanently or 

semi-permanently anchored vessels, the oil received by those vessels is subsequently loaded onto 
other tankers, sometimes after modification through onboard blending.  The Director notes that 
STS oil transfer operations are sometimes introduced as a rapid means of entering into the crude 
oil and bunker fuel import/export market prior to the construction of shore-based terminals.  In the 
Director's view such STS operations are much the same as shore-based terminal operations in 
terms of the activities undertaken and the attendant pollution risks.  The Director is also of the 
view that since oil received by shore-based terminals in 1992 Fund Member States after sea 
transport is considered as received for the purpose of Article 10.1 (a) of the 1992 Fund 
Convention, oil received by permanently or semi-permanently anchored vessels in 1992 Fund 
Member States after sea transport should also be considered as received for the purpose of that 
Article. 

 
4.6 The Director therefore considers that all crude oil and heavy fuel oil (ie contributing oil) received 

through STS operations by ships permanently or semi-permanently at anchor in the territory or 
territorial sea of a State Party to the 1992 Fund Convention should be regarded as received for the 
purpose Article 10.1 (a) of the 1992 Fund Convention and therefore be taken into account for the 
levying of contributions.   

 
4.7 The Director notes, however, that the interpretation set out in paragraph 4.6 is incompatible with 

the current interpretation of the concept of 'received' set out in sub-paragraph 4.3 (a) above, 
namely that ships are considered to be floating tanks in this connection only if they are 'dead' 
ships, ie if they are not ready to sail.  If the Assembly were to agree with the Director's 
interpretation it would therefore be necessary to amend the wording relating to floating tanks in 
the explanatory note attached to the 1992 Fund form for reporting receipts of contributing oil. The 
Director proposes the following revised text for paragraph 4.3 (a) above in the explanatory notes 
attached to the 1992 Fund's oil reporting form for consideration by the Assembly (additional text 
highlighted): 

 
Discharge into a floating tank within the territorial waters of the 
Member State (including its ports) constitutes a receipt, 
irrespective of whether the tank is connected with onshore 
installations via pipeline or not.  Ships are considered to be 
floating tanks in this connection<3> if they are 'dead' ships, ie if 
they are not ready to sail, or if they are permanently or semi-
permanently at anchor. 

 
4.8 If the Assembly were to agree to the revised text above it would need to be reflected in the 

explanatory notes attached to the 1992 Fund form for reporting contributing oil received. 
 
5 Action to be taken by the Assembly 
 

The Assembly is invited: 
 

(a) to take note of the information in this document; 
 
(b) to decide whether permanently or semi-permanently anchored vessels involved in STS oil 

transfer operations as described above, fall within the definition of 'ship' under the 1992 
Civil Liability and Fund Conventions; 

 

                                                           
<3> The word 'only' deleted  
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(c) to decide whether all contributing oil received by such vessels when operating in the 

territory, including the territorial waters, of a State Party to the 1992 Fund Convention, 
should be considered as received for the purpose of Article 10.1 (a) of that Convention 
and therefore be taken into account for the levying of contributions; and, 

 
(d) if oil received in the circumstances set out under paragraph (c) were to be considered as 

received for the purpose of Article 10.1(a), to decide whether to revise the wording 
relating to floating tanks in the explanatory notes attached to the 1992 Fund form for 
reporting contributing oil received.  

 

 

 


