INTERNATIONAL
OIL POLLUTION
COMPENSATION

FUND 1971
ASSEMBLY 71FUND/A.24/21
24th session 20 August 2001
Agendaitem 24 Origina: ENGLISH

ASSESSMENT OF CONTRIBUTIONS
TOMAJOR CLAIMS FUNDS

Note by the Director

Summary: The need for 2001 contributions to Mgor Claims Funds is examined.

Action to be taken: Decide on the levy of 2001 contributions to Mgor Claims Funds.
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1.3

Introduction

Article 12 of the 1971 Fund Convention provides that the Assembly shal determine the amount
of contributions to be levied, if any. For this purpose the Assembly shall make an estimate in the
form of a budget of the 1971 Fund's expenditure and income for each caendar year, taking into
account the necessity to maintain sufficient liquid funds.

The 1971 Fund's expenditure consits of :

@ costs and expenses of the administration of the 1971 Fund, and any deficit from preceding
years,

(b) payments of clams up to 1 million SDR per incident (minor claims); and

(c) payments of claims to the extent that the aggregate amount of the payments in respect of
any one incident isin excess of 1 million SDR (mgor clams).

Expenses mentioned in sub-paragraphs (a) and (b) of paragraph 1.2 above have to be met from the
General Fund (Financid Regulation 7.1(c)) and expenses with respect to mgjor claims as defined
in  sub-paragraph (c) aove have to be met from Magor Clams Funds (Financia
Regulation 7.2(d)).
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As ingtructed by the Executive Committee, acting on behalf of the Assembly at its October 1999
sesson (document 71FUND/EXC.62/14/A.22/23, paragraph 23.7), the assessment of
contributions to the Generad Fund, in accordance with Article 12.2(a) of the 1971 Fund
Convention, has been incorporated in the draft budget and is dedt with in a separate document
(71FUND/A.24/20). This document deals only with the assessment of contributions to Maor
Claims Funds.

As for the individual incidents, reference is made to the information contained in the Financia
Statements (document 71FUND/A.24/8, Annex IV, Schedule Il) and to the various documents
relating to incidents submitted to the 24th session of the Assembly.

It should be noted that any estimate in this document of amounts to be paid by the 1971 Fund in
compensation has been made solely for the purpose of the assessment of annual contributions,
without prejudice to the position of the 1971 Fund in respect of the claims.

It should aso be noted that - unless stated otherwise - information on the payments of
compensation and miscellaneous expenses reflects the situation as at 30 June 2001°”. The
Director considers that it might be necessary, in an addendum to this document, to modify some
of the proposals set out below in the light of developments.

Vistabella Major Claims Fund

Summary information

Background information for consideration of the Vistabella Mgor Claims Fund is as follows:

Incident Vistabella
Place of incident Caribbean
Date of incident 07/03/91
Maximum amount of compensation payable by 1971 Fund not an issue
Maximum payable from Generd Fund (1 million SDR) £743 092
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Mgjor Claims Fund £0
Compensation paid to 30/6/2001 £1002512
Miscellaneous paid to 30/6/2001 £196 928
Possible total compensation 1/7/01 - 1/3/03 0
Possible total miscellaneous 1/7/01 — 1/3/03 £5000

Anayss

During 1994 the tota payments by the 1971 Fund in respect of the Vistabella incident reached the
maximum amount payable from the Generd Fund, ie 1million SDR (E743 092). The Assembly
decided at its 17th session, in October 1994, to postpone a decision to levy annual contributions to
the Vistabella Mgor Claims Fund until the total cost of the incident to the 1971 Fund could be
established. Payments in excess d 1 million SDR have been made from money borrowed from
the Genera Fund; this loan will be repaid with interest to the General Fund when contributions to
the Vistabella Mgor Clams Fund have been levied and received (cf Financid
Regulations 7.1(c)(iv), 7.2(b)(iii) and 7.2(d)).

The total of the established claims amounts to £1002 512. Any further claims are time-barred.
The 1971 Fund will incur certain amounts in fees in 2001 and 2002.

<1>

In this document the conversion of currencies has been made on the basis of the rates of exchange applicable on 29 June 2001, unless
indicated otherwise.
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It is estimated that there will be a deficit on the Vistabella Mgor Claims Fund of approximately
£462 000 by 1 March 2003, after deductions for fees and other expenses incurred during 2001 and
2002, as set out in the Annex.

The 1971 Fund has taken lega action against the owner of the Vistabella and his insurer for the
purpose of recovering the amount of compensation paid by the Fund. It is uncertain when these
proceedings will be completed.

In view of the uncertainty in respect of the legal proceedings referred to above and the relatively
small amounts involved, the Director takes the view that a decision to levy annua contributions to
the Vistabella Mgor Claims Fund should be postponed until the final total cost of the incident to
the 1971 Fund can be established.

Aegean Sea Major Claims Fund

Summary information

Background information for consideration of the Aegean Sea Mgjor Claims Fund is as follows:

Incident Aegean Sea
Place of incident Spain
Date of incident 03/12/92
Maximum amount of compensation payable by 1971 Fund £30 361 285

(ie 60 million SDR - CLC limit) Pts9513 473 400 —
Ptsl 121 219 450 = Pts8 392 253 950

Maximum payable from Generd Fund (1 million SDR) £891471
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Mgjor Claims Fund £35 000 000
Compensation paid to 30/6/2001 £5178 767
Miscellaneous paid to 30/6/2001 £3181 095
Possible total compensation/indemnification 1/7/01 — 1/3/03 £26 183973
Possibl e total miscellaneous 1/7/01 — 1/3/03 £1 250 000
Andyss

A totd of £35 million has been levied as contributions to the Aegean Sea Mgor Claims Fund.
The maximum amount payable from the Genera Fund (£891 471) has been used. There was a
surplus of £43.2million on that Mgor Clams Fund as a 31 December 2000 (document
71IFUND/A.24/8, Annex IV, Statement 111.1).

Claims have been submitted in the Crimina Court in La Corufia for a total amount of some
£82 million. In ajudgement rendered in April 1996, the Criminal Court considered that in respect
of mogt of the claims submitted, there was insufficient evidence for it to assess the quantum of the
damage suffered, and for that reason the Court referred most of the claims to the procedure for the
execution of the judgement. This judgement was generaly upheld by the Court of Appedl in a
judgement rendered in June 1997.

Further claims totaling £88 million have been submitted to the Civil Court.
Claims became time-barred on or shortly after 3 December 1995.

The 1971 Fund has paid gpproximatey £5.2 million in compensation. The tota amount of
compensation payable under the 1971 Fund Convention is approximately £30.4 million.

The Executive Committee has decided that the 1971 Fund's payments should be limited for the
time being to 40% of the established claims.
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At its 5th session the Administrative Council authorised the Director to conclude an agreement
with the Spanish Government, the shipowner and his insurer on a globa settlement containing
cetan eements. Under the proposed settlement the 1971 Fund would pay a total of
Pts6 508 433 644 (£23.5 miillion) to claimants. The Fund would in addition pay Pts278 197 307
(£1 006 000) to the shipowner/his insurer in indemnification under Article 5.1 of the 1971 Fund
Convention. The Fund would also reimburse the insurer £900 000 relating to his share of joint
costs. Discussions concerning the proposed global settlement are being pursued.

It is estimated that the balance on the Aegean Sea Mgor Claims Fund was approximately
£44.4 million as at 30 June 2001.

The Director takes the view that some £27.4 million, including fees and expenses, may be payable
by the 1971 Fund by 1 March 2003 (the date when any 2002 contributions would be receivable).

The Director considers that there is no need to make a decision at this stage regarding annual
contributions to the Aegean Sea Mgor Clams Fund.

Braer Major Claims Fund

Summary information

Background information for consideration of the Braer Maor Claims Fund is as follows:

Incident Braer
Place of incident United Kingdom
Date of incident 05/01/93
Maximum amount of compensation payable by 1971 Fund £45 725 440
(ie 60 million SDR - CLC limit)
Maximum payable from General Fund (1 million SDR) £904 707
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Mg or Claims Fund £49 000 000
Compensation paid to 30/6/2001 £42 926 938
Miscellaneous paid to 30/6/2001 £4 991417
Possible total compensation/indemnification 1/7/01 - 1/3/03 £4010282
Possible total miscellaneous 1/7/01 — 1/3/03 £200 000

Anayss

A total of £49 million has been levied as contributions to the Braer Mgor Claims Fund. The
maximum amount payable from the General Fund (£904 707) has been used. There was a surplus
of £4.5million on that Mgor Claims Fund as a 3L December 2000 (document 71FUND/A.24/8,
Annex IV, Statement 111.1).

The total amount of the admissible claims has not yet been established. The 1971 Fund has paid
approximately £42.9million in compensation (including the amounts referred to in
paragraph 4.2.4 below). Further claims have been agreed at £6.2 million but have not yet been
paid in full, and as regards these claims there remains £3.7 million unpaid. In addition, cdams
totalling £4.3 million are pending before the Court of Sesson in Edinburgh, but it is expected that
claimstotalling at least £2.6 million will not be pursued.

In October 1995 the Executive Committee decided to suspend further payments of compensation,
in view of the possbility that the tota amount of the established claims would exceed the
maximum available under the 1969 Civil Liability Convention and 1971 Fund Convention
(60 million SDR or £50.6 million).

In October 1999 the Executive Committee authorised the Director to make partia payments to
those claimants whose claims had been approved but not paid, if the claims pending in the court
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proceedings together with the clams which had been approved but not paid fel below
£20 million (document 71IFUND/EXC.62/14, paragraph 3.4.5). This stuation arose in 2000, and
payments at 40% of the established amounts totalling £2.3 million were made in respect of these
claims during 2000 and 2001.

So far the total amount paid in compensation is £48 208 644, out of which the 1971 Fund has paid
£42 926 938 and the shipowner’s insurer £5281 706. There is £2 400 636 available for further
compensation. The 1971 Fund will aso pay indemnification to the shipowner/his insurer for
£1 211 780 and reimburse the insurer an amount of £397 866 representing an overpaymert by the
insurer in relation to the limitation amount.

It is estimated that the balance on the Braer Mgor Claims Fund was approximately £4.3 million
as at 30 June 2001.

The Director takes the view that some £4.3 million, including fees and expenses, may be payable
by the 1971 Fund by 1 March 2003 (the date when any 2002 contributions would be receivable).

The Director considers that a decision regarding further annual contributions to the Braer Maor
Claims Fund should be postponed until the total cost of the incident to the 1971 Fund can be
established.

Keumdong N°5 Major Claims Fund

Summary information

Background information for consideration of the Keumdong N°5 Mgor Clams Fund is as
follows.

Incident Keumdong N°5
Place of incident Republic of Korea
Date of incident 27/09/93
Maximum amount of compensation payable by 1971 Fund not an issue
Maximum payable from Generd Fund (1 million SDR) £933 146
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Mg or Claims Fund £15 000 000
Compensation paid to 30/6/2001 £10470922
Miscellaneous paid to 30/6/2001 £1 987 145
Possible total compensation 1/7/01 - 1/3/03 £1 500 000
Possibl e total miscellaneous 1/7/01 — 1/3/03 £35 000

Anayss

A tota of £15 million has been levied as contributions to the Keumdong N°5 Mgor Claims Fund.
The maximum amount payable from the Genera Fund (£933 146) has been used. There was a
surplus of £6.7million on that Mgor Clams Fund as a 31 December 2000 (document
71FUND/A.24/8, Annex 1V, Statement 111.1).

The aggregate amount of the claims paid by the 1971 Fund so far is approximately £10.5 million.
Claims for a tota of some £8.7 million which had been pursued in the Appellate Court were
accepted by the Court for a otal of £112 227, including interest. Although the 1971 Fund has
paid this amount, some claimants have appeaed to the Supreme Court. The amount claimed in
the Supreme Court is £1.5 million. In view of the decison by some clamants to pursue their
appeal, the 1971 Fund has been unable to retrieve the deposit of £795 000 paid in respect of the
amount originaly awarded by the District Court.

It is estimated that the balance on the Keumdong N°5 Mgjor Claims Fund was approximately
£6.8 million as at 30 June 2001, plus the amount of £795 000 deposited with the Court.
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5.24 The Director considers that there is no need to make a decision at this stage regarding annual
contributions to the Keumdong N°5 Mgor Claims Fund.
6 Sea Prince Major Claims Fund
6.1 Summary information
Background information for consideration of the Sea Prince Mgor Claims Fund is as follows:
Incident Sea Prince
Place of incident Republic of Korea
Date of incident 23/07/95
Maximum amount of compensation payable by 1971 Fund not an issue
Maximum payable from General Fund (1 million SDR) £975724
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Major Claims Fund £26 000 000
Compensation/indemnification paid to 30/6/2001 £21 026 917
Miscellaneous paid to 30/6/2001 £1 305933
Possible total compensation 1/7/01 - 1/3/03 £3 000 000
Possible total miscellaneous 1/7/01 — 1/3/03 £200 000
6.2 Anayss
6.2.1 A total of £26 million has been levied as contributions to the Sea Prince Mgor Claims Fund. The
maximum amount payable from the Genera Fund (£975 724) has been used. There was a surplus
of £20.3million on that Mgor Claims Fund as a 31 December 2000 (document 71FUND/A.24/8,
Annex IV, Statement 111.3).
6.2.2 The aggregate amount of compensation paid so far by the 1971 Fund is approximately
£16.9 million. The 1971 Fund has dso paid indemnification of the shipowner a £4.1 million. The
1971 Fund faces further claims for compensation for some £3 million.
6.2.3 It is estimated that the balance on the Sea Prince Magor Claims Fund was approximately
£10.12 million as a 30 June 2001.
6.24 The Director takes the view that some £3.2 million, including fees and expenses, may be payable
by the 1971 Fund by 1 March 2003 (the date when any 2002 contributions would be receivable).
6.2.5 Itisexpected that there will be a surplus on this Mgor Claims Fund when all claims and expenses
regarding this incident have been paid. The Director considers it premature to make a decisionin
respect of the surplus on the Sea Prince Mgor Claims Fund until the 1971 Fund's payments have
been completed. He aso considers that any future decision should take into account the fact that
the Mgor Claims Funds n respect of the Sea Prince, Yeo Myung and Yuil N°1 incidents have
been amalgamated™”.
7 Yeo Myung Major Claims Fund
7.1 Summary information
Background information for consideration of the Yeo Myung Mgor Claims Fund is as follows:
<> As the Sea Prince, Yeo Myung and Yuil N°1 incidents occurred in the same Member State within a period of two months, the

contributors to Major Claims Funds in respect of these three incidents are the same and the levy for all threeincidentsis based on the
quantities of contributing oil received in the same year (1994). The Assembly therefore decided at its 18th session that these three
Major Claims Funds should be ama gamated (documents FUND/A.18/15/Add.1, paragraph 8.2 and FUND/A.18/26, paragraphs 18.4
and 18.5).
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Incident Yeo Myung
Place of incident Republic of Korea
Date of incident 03/08/95
Maximum amount of compensation payable by 1971 Fund not an issue
Maximum payable from General Fund (1 million SDR) £963 298
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Mgjor Claims Fund £3 000 000
Compensation paid to 30/6/2001 £1 035020
Miscellaneous paid to 30/6/2001 £258 361
Possible total compensation 1/7/01 - 1/3/03 £182 000
Possible total miscellaneous 1/7/01 — 1/3/03 £10 000

Anayss

A total of £3million has been levied as contributions to the Yeo Myung Mgor Clams Fund. The
maximum amount payable from the General Fund (£963 298) has been used. There was a surplus
of £3.3million on that Mgor Claims Fund as a 31 December 2000 (document 71FUND/A.24/8,
Annex IV, Statement 111.3).

The aggregate amount of the claims paid by the 1971 Fund so far is gpproximately £1.0 million.
There are pending claims for £182 000.

It is estimated that the balance on the Yeo Myung Mgor Clams Fund was approximately
£3.4 million as a 30 June 2001.

The Director takes the view that some £192 000, including fees and expenses, may be payable by
1 March 2003.

It is expected that there will be a surplus on this Mgor Clams Fund of approximately
£3.2 million when al claims and expenses regarding this incident have been paid. The Director
considers it premature to make a decision in respect of the surplus on the Yeo Myung Maor
Claims Fund until the 1971 Fund's payments have been completed. He aso considers that any
future decision should take into account the fact that the Major Claims Funds in respect of the Sea
Prince, Yeo Myung and Yuil N°1 incidents have been amal gamated (see footnote <%).

Yuil N°1 Major Claims Fund

Summary information

Background information for consideration of the Yuil N°1 Major Claims Fund is as follows:

Incident Yuil N°1
Place of incident Republic of Korea
Date of incident 21/09/95
M aximum amount of compensation payable by 1971 Fund not an issue
Maximum payable from General Fund (1 million SDR) £952 517

Estimated General Fund balance 30/6/2001 £0

Total previously levied to Mgjor Claims Fund £18 000 000
Compensation paid to 30/6/2001 £14 487 167
Miscellaneous paid to 30/6/2001 £983671
Possible total compensation 1/7/01 - 1/3/03 £500 000
Possibl e total miscellaneous 1/7/01 — 1/3/03 £10 000
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Anayss

A tota of £18 million has been levied as contributions to the Yuil N°1 Mgor Clams Fund. The
maximum amount payable from the Genera Fund (£952 517) has been used. There was a surplus
of £5.4million on that Maor Claims Fund as a 31 December 2000 (document 71FUND/A.24/8,
Annex 1V, Statement 111.3).

The aggregate amount of the claims paid by the 1971 Fund so far is approximately £14.5 million.
Claims totalling £7.9 million, which have been assessed by the 1971 Fund's experts at £250 000,
are pending.

It is estimated that the balance on the Yuil N°1 Mgor Clams Fund was approximately
£5.4 million as at 30 June 2001.

The Director takes the view that some £510 000, including fees and expenses, may be payable by
the 1971 Fund by 1 March 2003 (the date when any 2002 contributions would be receivable).

The Director considers it premature to make a decision in respect of the surplus on the Yuil N°1
Magjor Claims Fund until the 1971 Fund's payments have been completed. He also considers that
any future decision should take into account the fact that the Major Claims Funds in respect of the
Sea Prince, Yeo Myung and Yuil N°1 incidents have been amalgamated (see footnote <> above).

Sea Empress Major Claims Fund

Summary information

Background information for consideration of the Sea Empress Mgor Claims Fund is as follows:

Incident Sea Empress
Place of incident United Kingdom
Date of incident 15/02/96
Maximum amount of compensation payable by 1971 Fund Not an issue
Maximum payable from Generad Fund (1 million SDR) £952 381
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Mg or Claims Fund £30 000 000
Compensation paid to 30/6/2001 £25422 034
Miscellaneous paid to 30/6/2001 £3 522 366
Possible total compensation 1/7/01 - 1/3/03 £7 200 000
Possibl e total miscellaneous 1/7/01 — 1/3/03 £800 000

Anayss

A total of £30 million has been levied as contributions to the Sea Empress Major Claims Fund.
The maximum amount payable from the Generad Fund (£952 381) has been used. There was a
surplus of £7.3million on tha Mgor Clams Fund as a 31 December 2000 (document
71FUND/A.24/8, Annex IV, Statement 111.2).

The aggregate amount of the claims paid by the 1971 Fund so far is approximately £25.4 million.
Claims became time-barred on or shortly after 15 February 1999. A number of claimants have
commenced lega action againgt the 1971 Fund. It is estimated that the total amount of the claims
pending in court isin the region of £7.2 million.

It is estimated that the balance on the Sea Empress Mgor Claims Fund was approximately
£6.3 million as at 30 June 2001.

The Director takes the view that some £8 million, including fees and expenses, may be payable by
the 1971 Fund by 1 March 2003 (the date when any 2002 contributions would be receivable).
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With regard to the estimate of the monies (some £1.7 million) required in respect of the Sea
Empress Mgor Claims Fund, reference is made to section 14 below.

Nakhodka Major Claims Fund

Summary information

Background information for consideration of the Nakhodka Magjor Claims Fund is as follows:

Incident Nakhodka
Place of incident Japan
Date of incident 02/01/97
Maximum amount of compensation payable by 1971 Fund £51 198118
(ie 60 million SDR - CLC limit)
Maximum payable from Genera Fund (1 million SDR) £845 655
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Major Claims Fund £53 500 000
Compensation paid to 30/6/2001 £43 346 110
Miscellaneous paid to 30/6/2001 £6 527 873
Possible total expenditure 1/7/01 - 1/3/03 £0

Anayss

A tota of £53.5million has been levied as contributions to the Nakhodka Magjor Aams Fund.
The maximum amount payable from the Generad Fund (£845 655) has been used. There was a
surplus of £5.4million on that Mgor Clams Fund as a 31 December 2000 (document
71FUND/A.24/8, Annex 1V, Statement 111.2).

The aggregate amount of the claims paid by the 1971 Fund so far is approximately £43.3 million.
Claims became time-barred on or shortly after 2January 2000. The tota amount of the claims
approved exceeds by far the amount available under the 1971 Fund Convention (approximately
£50.3 million).

It is estimated that the balance on the Nakhodka Mgor Clams Fund was approximately
£5.6 million as a 30 June 2001.

The maximum amount payable by the 1971 Fund in compensation is 60 million SDR minus the
limitation amount agpplicable to the shipowner, ie 1588 000 SDR, which gives 58 412 000 SDR.
The rate of conversion of this amount into Yen has not yet been fixed™”. If the conversion were
to be made at the rate of exchange as at 31 December 1999, the 1971 Fund limit would be
¥8177184311. The 1971 Fund had a that date made compensation payments totalling some
¥8 700 million. If that rate of exchange were to be used, the 1971 Fund would have paid over its
limit, due to the significant appreciation of the Japanese Yen since the 1971 Fund's payments
were made. Since 1 January 2000, al compensation payments have been made by the 1992 Fund.
However, if the conversion were to be made at the rate of exchange at 29 June 2001, the Fund's
limit would be ¥9 065 178 552, and the 1971 Fund would have to pay an additional ¥365 million
(£2.1 million).

The Director takes the view that the adjustment of the payments between the 1971 Fund and the
1992 Fund should not be made until the rate of exchange referred to in paragraph 10.2.4 has been
fixed, since further changes in currency rates are likely and that for the time being al
compensation payments should be made by the 1992 Fund. He therefore considers that there is

<3>

The conversion should be made on the basis of the rate of exchange applicable on the date on which the shipowner constitutes the
limitation fund. This fund has not yet been established.
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Claims Fund.

Nissos Amorgos M ajor Claims Fund

Summary information

Background information for consideration of the Nissos Amorgos Maor Clams Fund is as

follows.
Incident Nissos Amorgos
Place of incident Venezuela
Date of incident 28/02/97
Maximum amount of compensation payable by 1971 Fund £49 787 949
(ie 60 million SDR - CLC limit)
Maximum payable from Genera Fund (1 million SDR) £849 762
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Mg or Claims Fund £2 000 000
Compensation paid to 30/6/2001 £1 699 495
Miscellaneous paid to 30/6/2001 £944 245
Possible total compensation/indemnification 1/7/01 - 1/3/03 £20 000 000
Possibl e total miscellaneous 1/7/01 — 1/3/03 £1 400 000

Andyss

A totd of £2 million has been levied as contributions to the Nissos Amorgos Mgor Claims Fund.
There was a surplus of £2.4million on that Mgor Clams Fund as a 31 December 2000
(document 71FUND/A.24/8, Annex 1V, Statement|ll.4). The Director did not use the
authorisation to levy afurther £25 million for payment during the second half of 2001.

The total payments by the 1971 Fund in respect of the Nissos Amorgos reached the maximum
amount payable from the General Fund incident (£849 762) during 2001.

It is not possble to estimate at this stage the total amount of the established claims. However,
based on the estimates of the 1971 Fund's experts, the Director takes the view that it would be
gppropriate to take as a basis atotal figure for the established claims in the region of £20 million.

It is estimated that the balance on the Nissos Amorgos Mgor Claims Fund was approximately
£624 000 as at 30 June 2001.

On the basis of the estimate of the total figure for the established clams set out in
paragraph 11.2.3, the Director takes the view that some £21.4 million, including fees and
expenses, may be payable by the 1971 Fund by 1March 2003 (the date when any 2002
contributions would be receivable).

As set out in the Anne, it appears that on that basis an estimated £20.8 million would be required
in respect of the Nissos Amorgos Major Claims Fund. In this regard reference is made to
section 14 below.

It should be noted, fowever, that the total amount of the claims in court by far exceeds the
maximum amount payable under the 1971 Fund Convention (gpproximately £52.6 million) and
that some of these clams are pending in the Supreme Court of Venezuea which may render its
judgements in the near future. The outcome of these proceedings is uncertain and there would be
no possibility to appeal against the Supreme Court's judgements.



71FUND/A.24/21
-11-

12 Osung N°3 Major Claims Fund

121  Summary information

Background information for consideration of the Osung N°3 Mgor Claims Fund is as follows:

Incident Osung N°3
Place of incident Republic of Korea
Date of incident 03/04/97
Maximum amount of compensation payable by 1971 Fund not an issue
Maximum payable from General Fund (1 million SDR) £845 906
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Mgjor Claims Fund £7 300 000
Compensation paid to 30/6/01 £8 273591
Miscellaneous paid to 30/6/01 £1 472547
Possible total expenditure 1/7/01 - 1/3/03 0

122  Andyss

12.2.1 A tota of £7.3million has been levied as contributions to the Osung N°3 Mgjor Claims Fund.
The maximum amount payable from the Genera Fund (£845 906) has been used. There was a
deficit of £1.1million on tha Mgor Clams Fund as a 31 December 2000 (document
71FUND/A.24/8, Annex IV, Statement 111.4).

12.2.2 The 1971 Fund has paid compensation totalling £8.3 million.
12.2.3 All claims have been settled and paid and all expenses have also been paid.

1224 1t is edimated that the deficit on the Osung N°3 Major Clams Fund was approximately
£1.5 million as a 30 June 2001.

12.2.5 With regard to the estimate of the monies (some £1.5million) required in respect of the
Osung N°3 Mgjor Claims Fund, reference is made to section 14 below.

13 Pontoon 300 Major Claims Fund

13.1 Summary information

Background information for consideration of the Pontoon 300 Mgjor Claims Fund is as follows:

Incident Pontoon 300
Place of incident United Arab Emirates
Date of incident 07/01/98
Maximum amount of compensation payable by 1971 Fund £53 087 949
Maximum payable from General Fund (1 million SDR) £819 583
Estimated General Fund balance 30/6/2001 £0
Total previously levied to Mgjor Claims Fund £0
Compensation paid to 30/6/2001 £807 038
Miscellaneous paid to 30/6/2001 £260 024
Possible total compensation 1/7/01 - 1/3/03 £3 000 000
Possible total miscellaneous 1/7/01 — 1/3/03 £500 000
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Anayss

The total payments by the 1971 Fund in respect of the Pontoon 300 reached the maximum amount
payable from the Genera Fund incident (£819 583) during 2000 (cf document 71FUND/A.24/20,
paragraph 2.1.3). No levy has been made to the Pontoon 300 Mgor Claims Fund.

Claims have been presented for atota amount of some £36 million. However, in the 1971 Fund's
view, a claim for a significant amount has become time-barred and that in any event a major part
of that clam is not admissible.

It is not possible to estimate at this stage the total amount of the established clams. However,
based on the estimates of the 1971 Fund's experts, the Director takes the view that it would be
appropriate to take as abasis a total figure for the established claims in the region of £3 million.

The Director takes the view that some £3.5 million, including fees and expenses, may be payable
by the 1971 Fund by 1 March 2003 (the date when any 2002 contributions would be receivable).

As aresult, a Pontoon 300 Mgor Claims Fund would have to be established. As set out in the
Annex, it appears that an estimated £3.8 million would be required in respect of that Major
Claims Fund. In view of the uncertainty as to the total established claims, the Director takes the
view, however, that a decison to levy contributions to the Pontoon 300 Maor Clams Fund
should be postponed until the situation becomes clearer.

Director's proposals

Sums required

As indicated in paragraphs 3.2.10, 5.2.4, 6.2.5, 7.2.5, 8.2.5 and 13.2.5, the Director considers that
there is no need to make decisions at this stage regarding the Aegean Sea, Keumdong N° 5, Sea
Prince, Yeo Myung, Yuil N°1 and Pontoon 300 Mgjor Claims Funds.

The Director takes the view that decisions regarding annua contributions to the Vistabella and
Braer Mgor Clam Funds should be postponed until the total cost of the incidents to the 1971
Fund can be established (cf paragraph 2.2.5 and 4.2.8).

The Director consders that contributions of £1.7 million may be required in 2001 to balance the
Sea Empress Mgor Claims Fund, £20.8 million to baance the Nissos Amorgos Magjor daims
Fund and £1.5 million to balance the Osung N° 3 Mgjor Claims Fund (cf paragraphs 9.2.5, 11.2.6
and 12.2.4).

The Director believes it is important that sufficient funds are available for the payment of claims
arising out of the above-mentioned incidents. The sources of funds which can be considered for
this purpose are the working capital, loans from baances on other Mgor Claims Funds and the
levying of annua contributions. In the light of the postion taken by the Assembly on previous
occasions, the Director is of the view that the 1971 Fund should not take loans from banks and
other financia institutions for this purpose.

The working capita

The working capital has been fixed by the Assembly at £5 million.

In order to ensure that funds are available to meet unforeseen payments and payments in respect
of new incidents, the Director considers that the working capital should not be used for the
payment of clams arisng from the incidents listed in paragreph 14.3 over and above
1 million SDR.
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Loans from balances on other Major Claims Funds

Financid Regulation 7.2(d) provides that monies in any Mgor Claims Funds may be used to
make loans to other Mgjor Claims Funds, to the extent that sufficient money is not available in the
relevant funds. Regulation 7.2(b) provides that any such loans shall be repaid with interest.

However, in his report on the 1998 accounts the External Auditor indicated that it may become
necessary, with the 1971 Fund's declining Membership, to restrict inter-fund borrowing between
Magor Claims Funds to those incidents where the same contributors are involved (document
71FUND/A.22/8, Annex 1I, paragraph 46). This would rule out the possibility of loans between
exiging Mgor Claims Funds, with the exception of the amagamated Sea Prince/Yeo Myung/
Yuil N°1 Mgjor Claims Fund (see footnote™above). The External Auditor referred to this
recommendation in his report on the 1999 accounts (document 71FUND/A.23/8, Annex I,

paragraph 14).

In the document relating to the assessment of annual contributions presented to the Assembly's
22nd session, the Director expressed the view that a distinction should be made between Magjor
Claims Funds for those incidents which occurred before the end of the trangtiona period (ie
15May 1998) and Mgor Clams Funds for incidents which have occurred or may occur
thereafter. As regards the former group of Mgor Claims Funds, the contributors are largely
identica and there is a sufficient contributions base for further levies to Mgor Claims Funds
relaing to those incidents. The Director therefore took the view that it would be appropriate to
continue to alow interna loans between such Mgjor Claims Funds in the future. With regard to
the second group of Mgor Claims Funds (ie those relating to incidents after 15 May 1998),
however, the situation in the Director's view was different. As a result of the progressively
decreasing quantities of contributing oil which would form the basis for the levy of contributions
to such Mgor Claims Funds, the Director considered that interna loans should not be taken
between such Mgor Claims Funds nor between Major Claims Funds of the second group and
Magor Claims Funds of the first group. Furthermore, the Director considered that loans should
not be taken from the General Fund to Mgor Claims Funds of either group.

At its 62nd sesson the Executive Committee, acting on behaf of the Assembly, noted the
Director's position as regards inter-fund borrowing and endorsed his postion (document
7T1FUND/EXC.62/14/A.22/23, paragraph 25.10).

It appears that, from those Major Claims Funds on which it is projected that there will be a
surplus (Aegean Sea, Keumdong N°5, Sea Prince, Yeo Myung, Yuil N°1 and Nakhodka) on
1 March 2003 (cf the Annex), an amount in the region of £42.8 million might avalable for
making loans to those Mgor Claims Funds (Vistabella,, Sea Empress, Nissos Amorgos, Osung
N°3 and Pontoon 300) on which it is estimated that money totalling some £28.2 million will be
needed by 1 March 2003.

All incidents dedt with in this document occurred before the end of the trandgtional period
(ie 15 May 1998). The Director considers, therefore, that it would be appropriate to make internal
loans between the Mgor Clams Funds relating to these incidents. As indicated in
paragraph 14.3.5, there would be sufficient surplus funds in the Mgor Claims Funds referred to
there. The Director proposes therefore that the sums which may be required to balance the
Vistabella, Sea Empress, Osung N°3 and Pontoon 300 incidents should be made available by
means of internal loans from those Mgjor Claims Funds which have a surplus.

The same could apply to the Nissos Amorgos Magjor Claims Fund, for which there is an estimated
deficit of £20.8 million. However, in view of the great uncertainty as to the total amount of the
established claims, the Director proposes that internal loans should not be relied upon in this
instance, and that alevy should be made to that Mgor Claims Fund.
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Director's proposal

On the basis of these considerations, the Director proposes that a levy in the form of 2001 annua
contributions should be made only to the Nissos Amorgos Mgor Claims Fund for £21 million.

Timing of levy

Internal Regulation 3.7, provides that unless the Assembly decides otherwise, payment of annual
contributions shall be due on 1 March of the year following that in which the Assembly decides
on the levy of annua contributions.

At its 2nd extraordinary session, the Assembly decided to introduce a deferred invoicing system.
Under this system the Assembly fixes the total amount to be levied in contributions for a given
caendar year, but may decide that only a specific lower amount should be invoiced for payment
by 1 February in the following year, the remaining amount, or a part thereof, to be invoiced later
in the year if it should prove to be necessary. The Assembly aso decided that the Director was
authorised to decide whether to issue invoices for dl or part of the additional amount determined
by the Assembly (document 7IFUND/A/ES.2/22, paragraph 11).

The Director is of the view that the entire proposed levy to the Nissos Amorgos Mgor Claims
Fund (£21 million) should be deferred and that the Director should be authorised to decide
whether to invoice al or part of the deferred levy.

Action to be taken by the Assembly

The Assembly is invited, in accordance with Article 12 of the 1971 Fund Convention:
(@ to take note of the information contained in this document;

(b) to decide in respect of the assessment for 2001 contributions to the Nissos Amorgos Mg or
Clams Fund (paragraphs 11.2.6 and 14.4) and on the date of payment of these
contributions (paragraph 14.5.3);

(c) to decide on the Director’'s proposal that a decision on the Vistabella and Braer Mgor
Claims Funds should be postponed until the total cost of the incidents to the 1971 Fund
can be established (paragraphs 2.2.5 and 4.2.8);

(d to consider the Director’s proposal that the deficits on the Vistabella, Sea Empress,
Osung N° 3 and Pontoon 300 Mgjor Claims Funds should be covered by means of internal
loans from those Mgor Claims Funds which have a surplus (paragraphs 2.2.5, 9.2.5,
12.2.4,13.25, 14.1.1 and 14.3.6);

(e to consider the Director's view that that there is no need for the Assembly to make a
decision at this stage regarding the Aegean Sea, Keumdong N°5, Sea Prince, Yeo Myung
and Yuil N° 1 Magjor Claims Funds (paragraphs 3.2.10, 5.2.4, 6.2.5, 7.2.5, and 8.2.5); and

() to note the Director's view of the dtuation in respect of the Nakhodka incident
(paragraph 10.2.5).



ANNEX

Major Claims Fund expenditure

(Figuresin £ Sterling)

| ncident Datqg Balance Previous levies Maximum| Payments by 31/12/00 Balancqg Major| 2001 Expenditure to 30/6/01 2001 Major Claims Estimated| Possible Totall Projected]
Payable From|| Contribution ~ Assembly Date Amount|| Payable From)| (including General Fund) Payable From|| Claims Fund|| Compensation/| Miscellaneouq Fund Estimated Income Major Claimg Expenditur Major Claims Fund|
General Fund]| Year Session Due General Fund:|| Compensation| Miscellaneoug| General Fund| Balancg|Indemnification Paid|| Contributions| Interes] Fundl| (comp/indem and]| Surplus on,
31/12/99 1 million SDR] Paid by Paid by 31/12/00] 31/12/00} Paid| 1/1/01-30/6/01)]  duein 2001 to 30/6/01) Balance miscellaneous)| (Requirement up to]
31/12/00 31/12/00] 1/1/01-30/6/01. 30/06/0] 1/7/01-1/3/0: 01/03/03
istabella 07/03/91 743 092 (1002 512) (194 237 (453 656, 0 (2 691 0 0 (457 000; (5 000; (462 000;
JAegean Sea 03/12/92) 1993 16th 01/02/94 20 000 000
1994 17th 01/02/95 15000 000
35 000 000 891 471 (5178 767) (3178 386 43 156 162 0 (2 709; 0 1210 454 44 364 000 (27 400 000; 16 964 000
Braer 05/01/93] 1993 16th 01/02/94 35 000 000
1995 18th 01/02/96 14 000 000
49 000 000 904 707 || (42 662 347)) (4 908 321 4 545 839 (264 591) (83 096 0 117 758 4 316 000 (4 300 000 16 000
Keumdong N°5 || 27/09/93] 1993 16th 01/02/94 5000 000
1994 17th 01/02/95 10 000 000
15 000 000 933 146 || (10 358 695) (1969 185, 6 698 698 (112 227) (17 960) 0 184 247 6 753 000 (1 535 000; 5218 000
Authorised but not levied  01/09/97 5 000 000
[Sea Prince 23/07/95) 1995 18th 01/02/96 11 000 000
1996 19th 01/02/97 7 000 000
19th 01/09/97 5000 000
1997 20th 01/02/98 3 000 000
26 000 000 975724 || (10601 454)) (1 265 956 20307 744 || (10 425 463) (39977, 0 276 077 10 119 000 (3200 000 6919 000
Authorised but not levied  01/09/97 18 000 000
Authorised but not levied  01/09/98 7 000 000
[Yeo Myung 03/08/95) 1995 18th 01/02/96 2000 000
1996 19th 01/02/97 1 000 000
3000 000 963 298 (1035 020) (258 143, 3271630 0 (218; 0 91 763 3364 000 (192 000; 3172 000
Authorised but not levied  01/09/97 4 000 000
Yuil N°1 21/09/95) 1995 18th 01/02/96 7 000 000
1996 19th 01/02/97 5000 000
19th 01/09/97 6 000 000
18 000 000 952 517 | (14 487 167) (872 224, 5369 887 0 (111 447 0 147 499 5 406 000 (510 000; 4 896 000
Authorised but not levied  01/09/97 4000 000
Authorised but not levied  01/09/98 4000 000
Authorised but not levied  01/09/99 2 500 000
Sea Empress 15/02/96| 1996 19th 01/02/97 10 000 000
19th 01/09/97 20 000 000
30 000 000 952 381 || (24 538 095)| (3239072 7 283582 (883 939) (283 294, 0 171 564 6288 000 (8 000 000 (1712 000;
Authorised but not levied  01/09/99 7 000 000
Authorised but not levied  01/09/00 2 000 000
Nakhodka 02/01/97| 1996 3rd ext 01/09/97 15000 000
1997 20th 01/02/98 30 000 000
1998 21st 01/02/99 7 500 000
1999 22nd 01/03/00 1 000 000
53 500 000 845 655|| (43346 110)) (6 527 873 5429 554 0 0 0 152 299 5582 000 0 5582 000
Authorised but not levied 01/09/98 5 000 000
Nissos Amorgos || 28/02/97 229 622 1997 20th 01/02/98 2000 000 849 762 (17 789) (827 916, 4057 2404 588 (1681 706) (116 329, 0 17 014 624 000 (21 400 000; (20 776 000;
Authorised but not levied  01/09/98 3000 000
Authorised but not levied  01/09/01 25 000 000
[Osung N°3 03/04/97 1997 20th 01/02/98 2000 000
1999 22nd 01/03/00 5 300 000
7300 000 845906 (7917128) (1403861 (1061 252 (356 463) (68 686) 0 (41 694 (1 529 000; 0 (1 529 000;
Authorised but not levied  01/09/98 8 000 000
Authorised but not levied  01/09/00 2 000 000
Pontoon 300 07/01/98| 353 641 819 583 (807 038) (225 956 (213 411 0 (34 068 0 0 (248 000 (3 500 000; (3 748 000
84 582 000 (70 042 000; 14 540 000
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