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Summary: OCIMF strongly supports the draft International Supplementary Fund 

Protocol as an interim solution.  
 
As a permanent solution this document proposes that shipowners participate 
with oil receivers in the International Supplementary Fund. This will serve to 
eliminate low quality vessels and will also result in the equitable sharing of 
the burden of compensation. OCIMF believes this can be achieved by the 
adoption of a Protocol to the 1992 CLC and a revision, in due course, of the 
International Supplementary Fund Protocol. 

 
Action to be taken: The Working Group is invited to consider the proposals in Paragraph 5 of this 

document and to consider their inclusion in their recommendations to the 
Fund Assembly. 

 
 
1 Introduction 
 
1.1 The 42 members of Oil Companies International Marine Forum (OCIMF) comprise virtually all 

the world’s major oil companies. 
 
1.2 OCIMF members are responsible for shipping at least 30% of an estimated annual total of 

2 billion tonnes of oil and oil products by sea. 
 
1.3 OCIMF members are very significant contributors to the 1992 International Oil Pollution 

Compensation (IOPC) Fund Convention, providing about 60% of the total Fund value. 
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1.4 OCIMF members therefore have considerable interest in the development of the CLC and Fund 

Conventions and OCIMF presents the following proposals as part of their contribution to this 
important international discussion. 

 
2 The Fund 
 
2.1 Members of OCIMF have been actively involved in the development of the international oil spill 

compensation schemes since they were first introduced in the 1960s. We believe that there are 
two important criteria for such schemes: 

 
2.1.1 Persons suffering damage from oil spills should be properly and promptly compensated. 
 
2.1.2 The compensation scheme should be consistent with a general objective to improve maritime 

safety and reduce the occurrence of oil spills. 
 
2.2 The first criterion has generally been met by the Civil Liability Convention and the International 

Oil Pollution Fund Convention, which provide for funding by shipowners and oil receivers 
respectively, although the pollution from the foundering of Erika off France in 1999 has focused 
attention on the amount of compensation available. The new limits proposed for the 1992 CLC 
and Fund Protocols will increase current limits by 50.37% and it is anticipated will come into 
force in November 2003. This increase is supported by the international membership of OCIMF. 

 
2.3 However, the second criterion may be compromised by the introduction of the International 

Supplementary Fund, in so far as it is intended to be funded solely by oil receivers. 
 
2.4 The International Group of P&I Clubs have made the point that over the past decade, the 

aggregate costs of compensation have been shared equitably between shipowners and oil receivers 
and therefore the system has been in balance when considered over that period. However, this 
historical analysis fails to consider the effect on future P&I pollution liabilities from the 
accelerated phase out of smalle r single hulled vessels, the tighter voluntary inspection regimes of 
charterers and the impact of the draft Protocol for the International Supplementary Fund. 

 
3 Supplementary Fund 

 
3.1 In October 2001, the 1992 Fund Assembly adopted a draft Protocol to establish an International 

Supplementary Fund which would provide a substantial additional fund for those States Parties 
who decided to ‘opt-in’. This Protocol has been forwarded to the IMO Legal Committee with a 
request that a Diplomatic Conference be convened in 2003. 

 
3.2 OCIMF has supported the draft Protocol, funded initially entirely by oil receivers, on the basis 

that it is an “Interim Solution” in recognition of the need to preserve the global nature of the 
existing system. 

 
3.3 The International Supplementary Fund, funded in perpetuity entirely by oil receivers, with no 

contribution from shipowners, would clearly distort the balance between shipowner and oil 
receiver contributions. It would also shield the low quality shipowner from the consequences of 
his actions and hence would provide no incentive to improve either the quality of his ship or the 
standards of his operation. Moreover, it would result in the P&I Clubs not being exposed to the 
full consequences of providing cover to low quality vessels. As such, an arrangement of this 
nature, whilst increasing available compensation, will nevertheless facilitate the continued 
operation of low quality vessels. 

 
3.4 OCIMF therefore strongly believes that it is essential for the shipowner and his P&I Insurers to 

have a meaningful stake in the Supplementary Fund, thereby providing a tangible incentive for 
quality ships and ship operations and maintaining the principle of balanced risk between the 
shipowner and oil receivers. This is the foundation of the current regimes and is key to any lasting 
solution. 
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4 Interim Solution 
 
4.1 Although OCIMF supports the International Supplementary Fund, we have serious concerns that 

this Fund will be thinly populated, with a small number of contributors (mainly OCIMF 
members) and that the cost impact on each contributor will potentially be very large indeed. Many 
of the contributors will be present in each of the ‘opt in’ States and will therefore be major 
contributors in each of those States and to the Fund as a whole. Thus there will be a loss of 
mutuality both at State and contributor level. 

 
4.2 OCIMF support for this interim funding arrangement is premised on the International 

Supplementary Fund limit reflecting the realistic estimate of the cost of oil pollution damage in 
the foreseeable future. OCIMF believes this should not exceed 400 million Special Drawing 
Rights. OCIMF is concerned that a limit in excess of 400 million SDR may well be a disincentive 
for some States Parties to join and an unreasonable levy on small receivers in Signatory States. 
Further more we are also concerned that an excessive Supplementary Fund limit will attract 
unmeritorious claims defeating the objective of States parties being able to promptly and fully 
compensate the real victims by perpetuating the threat of prorating. 

 
5 The Permanent Solution 
 
5.1 OCIMF believes that the lasting solution requires the following:  
 

The introduction of a Protocol to the 1992 CLC in those States party to the International 
Supplementary Fund to provide a revised limit of liability for shipowners, which will result in 
their participation in this fund on a dollar for dollar basis with oil receivers 
 
OCIMF believes that amending the 1992 CLC by a Protocol should not delay the 
introduction of the International Supplementary Fund. 
 
OCIMF further believes that it should be possible for shipowners and their insurers to provide an 
interim scheme through which they can participate in the International Supplementary Fund while 
work continues on a Protocol both to revise the 1992 CLC much along the lines of the scheme 
volunteered by the P&I Clubs with respect to the small ships limit, and to develop a permanent 
shared International Supplementary Fund. 
 

5.2 The cost of participation in the International Supplementary Fund by shipowners would be met by 
insurance, which OCIMF accepts will ultimately be incorporated in the freight rate and would 
provide an opportunity for P&I Clubs, through insurance premia penalties, to differentiate the 
quality of vessels based on their record. 

 
6 Conclusion 
 
6.1 It is the sole and unique responsibility of the shipowner to provide and maintain a safe and 

seaworthy ship. This is a long established principle that is enshrined in all the relevant 
International Conventions and against which there can be no rational or reasonable objection. 

 
6.2 Meaningful shipowner participation in the International Supplementary Fund will be a visible 

demonstration of their desire to deliver a safe ship and a safe and environmentally responsible 
operation. This will also preserve the proportional balance between shipowner and oil interests. 

 
6.3 OCIMF is totally committed to the safe and environmentally responsible operation of oil tankers. 

We believe that these amendments to the Conventions will create lasting and positive 
improvement leading to the elimination of poor quality vessels. 

 

 


