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RISK MANAGEMENT 

UPDATE ON THE REVIEW OF INSURANCE PROBLEMS 

Note by the Audit Body 

Summary: This document provides an update on the review undertaken by the Audit Body of the 
issues arising from incidents involving the IOPC Funds and insurers who are not members 
of the International Group of P&I Associations (non-IG insurers).  

The Audit Body discussed some of these issues with experts in the insurance market and 
explored the potential measures to deal with them. 

Given the complexity of the subject, the Audit Body has classified the above-mentioned 
issues into three categories and explored potential measures to deal with each one of 
them (see paragraph 2.2). 

The Audit Body looks forward to receiving comments from Member States and will 
continue to consider the subject with a view to submitting recommendations in 2020. 

Action to be taken:  1992 Fund Assembly  and Supplementary Fund Assembly 

The 1992 Fund Assembly and the Supplementary Fund Assembly are invited to take note 
of the information contained in this document and provide comments to the Audit Body. 

1 Introduction 

1.1 The issues arising from incidents involving the IOPC Funds and ships insured by insurers who are not 
members of the International Group of P&I Associations (non-IG insurers) were initially reviewed by the 
Audit Body as part of its work on risk management at its meeting on 13 April 2018.  Subsequently, the Audit 
Body referred to this subject at the April 2018 sessions of the governing bodies (document IOPC/APR18/9/1, 
paragraph 8.1.9).  Several delegations expressed their views and the Audit Body stated that it would report 
on its findings and would propose potential measures to deal with the problems relating to non-IG insurers 
at a future meeting.  At the October 2018 sessions of the governing bodies, the Audit Body presented an 
interim report on this subject (document IOPC/OCT18/5/5/1). 

1.2 According to the information provided by the Secretariat to the Audit Body, the percentage of incidents 
involving non-IG insurers has been increasing since the IOPC Funds were established 40 years ago.  The 
IOPC Funds have faced difficulties when dealing with some non-IG insurers and have suffered losses of at 
least £8.26 million as a result of incidents involving non-IG insurers, which is equivalent to 1.2% of the total 
compensation paid by the IOPC Funds (document IOPC/OCT18/5/5/1). 
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1.3 The 1992 Civil Liability Convention (1992 CLC) and the 1992 Fund Convention are reliant on responsible 
shipowners and Member State governments to ensure that appropriate insurance cover under the 1992 CLC 
is in place.  If the responsibilities are not adequately fulfilled (e.g. 1992 CLC certificates are issued to ships 
with insufficient insurance cover) and such situation is not rectified by the concerned stakeholders, their 
credibility could be damaged and the regime could be seriously jeopardised. 

2 Further consideration of this subject by the Audit Body since the October 2018 sessions  

2.1 Since the October 2018 sessions of the governing bodies, the Audit Body has discussed the different issues 
that the Funds are facing in relation to non-IG insurers with experts in the insurance market and has also 
explored potential measures to deal with them. 

2.2 Given the complexity of this matter, the Audit Body has classified the main issues into three categories and 
considered the potential measures that could be taken to deal with each one of them: 

2.2.1 Inconsistency between the documents provided by non-IG insurers to certify the evidence of the 1992 CLC 
insurance and the underlying insurance policies.  This results in Member State governments issuing 1992 
CLC certificates and in ships operating with insufficient insurance cover. 

Proposed measures: 
 

(i) A template could be created to be furnished by non-IG insurers as evidence of insurance pursuant 
to the 1992 CLC, similar to the blue card issued by Clubs that belong to the International Group of 
P&I Associations (an insurance card).  This card would contain:  
 

• a provision stating that if there is a conflict between the individual policy and the obligations 
undertaken in accordance with the 1992 CLC, the insurer will respect and fulfil the 
obligations under the 1992 CLC, and  
 

• a provision which requires the shipowners to identify the specific paragraph of the 
insurance policy which refers to the 1992 CLC coverage and to attach a copy of that 
paragraph to the insurance card.  

 
(ii) Non-IG insurers with whom the IOPC Funds have encountered issues in the past could be included 

in a list to be posted onto the IOPC Funds’ website.  
 
(iii) If involved in an incident involving an unreliable non-IG insurer, the IOPC Funds could request the 

authority of the Member State that has issued the 1992 CLC certificate in question to inform 
the IOPC Funds’ Secretariat of the efforts made to correct the situation and to prevent or minimise 
the risk of a similar incident in the future.  

2.2.2 Insolvency of the non-IG insurer 

Proposed measure: 
 

If involved in an incident with an insolvent non-IG insurer, the IOPC Funds could maximise the cost recovery 
in the liquidation procedure.  

2.2.3 Uncooperative action of the non-IG insurer 

Proposed measure: 
 

The IOPC Funds could develop cooperation arrangements with the non-IG insurers similar to the ones 
currently in place with the International Group of P&I Associations. 
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2.3 In addition to the above-proposed measures to deal with the issues identified, the Secretariat of the 
IOPC Funds should (in cooperation with the International Maritime Organization (IMO)) hold seminars and 
workshops on the 1992 CLC and Fund Convention to promote the better understanding of the Conventions 
among stakeholders.  

2.4 The Audit Body has continued to consult with experts in the insurance market and has shared a draft of the 
above-mentioned proposed insurance card as well as other potential cooperation arrangements which 
could be developed between non-IG insurers and the IOPC Funds. 

2.5 The Director and Legal Counsel were invited to attend a meeting of the Joint Liability Committee (JLC) of 
the Lloyd’s Market Association on 11 September 2019.  The Lloyd’s Market Association is one of the member 
associations of the International Union of Marine Insurance (IUMI).  It is comprised of underwriting 
representatives from both the Lloyd’s and International Underwriting Association company markets.  During 
the meeting, the discussions focused on how IUMI could assist the IOPC Funds in dealing with issues arising 
from non-IG insurers, as the JLC is able to influence non-IG insurers through its reinsurance underwriters.  
At the meeting, the Director presented three main topics: (i) the insurance card; (ii) the possibility of 
concluding a Memorandum of Understanding with non-IG insurers; and (iii) the application of STOPIA and 
TOPIA to non-IG insurers.  The JLC fully recognised the issues that the IOPC Funds have faced when dealing 
with non-IG insurers and has agreed to assist the Funds in trying to address them.  The Director will continue 
the dialogue with the JLC and will report on developments to the Audit Body at its next meeting in 
December 2019. 

2.6 The Audit Body would like to thank IUMI for the cooperation and assistance to the IOPC Funds in this matter. 

3 Next steps  

Subject to the instructions of the governing bodies, the Audit Body intends to continue exploring possible 
measures to deal with the issues arising from incidents involving non-IG insurers.  The Audit Body will submit 
recommendations at the meeting of the governing bodies in 2020 and will indicate whether the 
implementation of these proposals would necessitate the cooperation of other stakeholders, such as IMO 
and IUMI.  

4 Action to be taken  

1992 Fund Assembly and Supplementary Fund Assembly 

The 1992 Fund Assembly and Supplementary Fund Assembly are invited to take note of the information 
contained in this document and provide comments to the Audit Body, as they may deem appropriate. 

 

 


