INTERNATTONAL OIL POLLUWTION

OPCF/A.I/SR.5
COMPENSATION FUND

© 30 March 1979

Original: INGLISH
LSSEIMBLY - lst session '

P

SUMMARY RECORD OF THE FIFTH PLENARY MEETING

held ot INCO Headquerters, 104 Picecadilly, London, V.1,
on Wednesday, 15 Hovember 1970 at 11.10 a.m.

Choirnant Mr. J. BREDHOLT (Denmark)
Director designate: Mr. R.H. GANTEN
Secretary-General of IMCO: Mr. C.P. SRIVASTAVA :
Secretary: Mr. T.3. BUSHA (IMCO Secretariat)

A list of participants is given in OPCF/A.I/TNF.1

CONTENTS

Eage

ligenda item 9: Ldoption of Internal Regulations 2
(continued)




OPCF/A.I/SR.5 : -2 -

AGENDA ITE{ 9 - ADOPRION OF IWTERIAL REGULATIONS (OPCF/A.I/3, 3/1 and 3/2)
(continued)

The CBATRMAN invited participants to begin by discussing draft
Regulation 1, contained in document OPCF/A.I/3.

Re ation 1

Mr, BELMONT (France) said that in parasgraph 5 the franc provisions
should be interpreted in terme of the Internmstional Monetary Fund's Special
Drawing Rights (SDRs). '

Ms IRUZELIUS (Norwcy) suggested that in the interim period before the
1976 Protocol to the Convention entered into force the LAssembly should pass
a resgolution on how the franc provisions were to be interpreted. In
Norway the Poincaré Franc was always interpreted in SDRs, for otherwise
it was very difficult to know what the Poincaré Franc amounts meant in
"living" currencies. It was necessary to nake a decision now in order to
calculate the initial contributions. She agreed to a request from the
Chairman to put her proposal in writing.

Mr. STALIO (Yugoslavia) and Mr, WALDER (Observer, OCIIF), the latter
speaking at the invitetion of the Chairman, expressed their support for
the proposal by the representative of Norway.

Mr., HERBER (Federal Republic of Germany) also supported the lorwegian
proposal, remarking that it was necessary to have a fixed bagis for
determining currency.

The CHAIRIAN suggested that discussion of the matfer be deferred,
pending receipt of the Horwegian amendment in writing.

It was so decided.
Re ation 2,1

Ir. WILSSON (Sweden) observed that the same problem arose as in
Regulation 1, and in fact the last sentence of Regulation 2.1 had become
the main rule on which to rely, since there was no longer any official value for
gold. ﬁowever, in his view it would be possible to keep the wording as it was, but
on the understanding that the principles for determining currency had to be
established by the Lssembly. He supported the proposal of the representative
of Worway.
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Mr. HALL (United Kingdom) slso supported the Horvegian proposal, but
thought it advisable to introduce a new sub-paragraph to give effect to
to the last sentence of paragraph 1.

Mr. NLKAYAMA (Japan) asked, with reference to the words "on the date of
“entry into force of the Fund Convention® in lines 5 and 6, vwhether for a
State ratifying the Convention in the future, payment was to be made at
the rate applying on 10 Qctober 1978, when the Convention had entered into
force for the present fifteen Statea, or at the rate applying on the date on
which the Convention came into force for the particular State concerned. He
suggested inseriing the words "for the contracting State" after "entry into
force" in line 5 of Regulation 2.1. .

Ir. HERBFR (Federal Republic of Germany) supported that idea.

Mr, BALL (United Kingdom) agreed to a request from the Chairman that he
discuss the matter with the representative of Horway ond that they make a
common proposed smemdment to Regulations 1 and 2,1.

It was so decided.

Regulation 2.2

Ro ation 2.2 wog approved.

Regulations 2 and 2.4

Mr, WILSSON {Swedecn) said that in the present world economic conditions
it was very important to f£ind ways of elininating currency risks and in his
view Regulation 2.4, Alternative A, would give the Director of the Fund the
best opportunity of doing so. He thus proposed that Regulation 2.3 and
Regulation 2.4,41%ternative A,be amalgamated to read: "“Initial contributions
and annual coptributions shall be payable in the currency of the Headquarters
‘State, However, the Director mey require ..."

Mr., BELMONT (Fraonce). supported that proposal and observed that in
certain cases it should be permitted to make initial contributions in national
‘currencies. He referred participants to the lote by the French delegation
(OPCF/A.1/3/2) which argued in faveur of the adoption of Alternative B,
appropriately amplified. On reflection, he folt, however, that it could be
dangerous to keep Alternative B; he propbsed that a decision be taken on this by the
Ahsembly. Mea.nwhiie, hig delegation was withdrawing its proposal on
Regulotion 2.4 '
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The CHAIRMAN, sunming up, said that delegotes had to decide on the Swedish
propoaal to amalgomate Regulations 2.3 and 2.4 and on the choice

between the two LAlternatives in Reguletion 2.4

Iz, WALDER (Qbserver, OCLF), speaking at the invitation of the Chairmon
said that both initial and annual contributions should be poyable in either
the currency of the Headquarters State or that of the contracting State, as
desired by the Director of the Fund, whose prine responsibility was to handle
and move funds 8 quickly as possible. He favoured Alternative A.

Mr. HALL (United Kingdon) said thot he strongly supported the argument put
forward by the obscrver from the OCTHF, The interests of the Fund had to be
safeguorded, and it was the view of the United Xingdon delegation that
Mternative A struck the right balance. Llternative B would take responsibility

away from the Dircctor and be againat the intorests of the Fund.

Mr. HAVAYANA (Jepoan) shored the view of the United Xingdom delegate and
also opted for lLlternative L. He pointed out that as far as Alternative B was

concerned, the national currency uight not be a convertible one.
The CHAIRMLN felt that o decision had to be taken.

ifr, BELIONT (France} =aid that he agreed with the other delegates and also
now opted for Altcrmative A.

The CHATRIIAN zslked for o decigion on the Swedisgh proposal to analganate
Regulations 2.3 and 2.4, Alternative A.
Ifr. WAKAYAMA (Jopnan) said thot he supported it.

It was decided to amalganate Regulations 2.3 and 2.4, flternative 4, as
proposed by the representative of Sweden.

I, HALL (United Kingdon) gaid that Alternotive A of Begulaticn 2.4 as at
‘présent drafted meant that the payment had to be at the rate of exchange on the
date when payment wos due. However, the invoice would be sent out after the
calculations were made, and paynent made ot a later date. It was therefore
unreasonable to set the calcuwlation date ag the one on which payment was due.
Since Regulation 4.1 specified that the annucl reporit, listing the nanes of all
persons who in the preceding calendar yecar had received oil in respect of which
contributiong were due, must reach the Director not later than 31 March each
year, the Director would presumaobly not be able to complete his calculations
until after that date., ' It would thercfore be remsonable to set a date later
than 31 Harch by which paynent should be nade. In that commexion, Regulation 2.9,
reading: "Interest shall be charged on unpaid ammal contributions fron the

date on vhich peyment is due" was also relevant.
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He proposed that the date when payment fell due should be a nonth after
the date on which invoices were sent out. The wording in Regulation 2.4 night
be "on the date on which payment was calculated" and the words "on 31 March
each yeor" night aleo be included.

Mr. WALDER (Observer, OCIMF) specking at the invitation of the Chairman,
said thot the airm was to prevent anyone from delaying payment so as to benefit
fron currency fluctuations; but the Fund must allow = reaconable pericd for
transfer of the poyment. Since the Director could not send out invoices until
after the budget was prepared, there would be difficulties unless dates were
set. The date of the invoice would be cne possible date, or the first day of
the financial year, although if the invoice had not yet been sent out that
would be inpossible. The Dircctor should therefore consider the natter in the
light of the Assembly's decisions. It could not be sdlved at the preasent

sesgion.

Mr. HALL (Tnited Kingdon), in reply to & question from the Chairnen,
confirpmed that he wished to add the words “on 31 March each year”. There
were further complications because the Fund was going to work on the basis of
a calendor year rather thaon a finaneial year, and budgets for o given yeer
would therefore hawe to be calculated allowing for the fact that the anount of
annual contriﬁutions in respect of theot yeor was not yet known. That point
would have to be considered later. If the anendnent were adopted, the
Asgenbly would lzter have to decide upon the date on which annual contributions
~were due, That night be 1 May or 1 June so as to allow contracting States
tine to maoke their paynents.

s BRUZELIUS (Norwaoy) pointed out that if Regulations 2.3 and 2.4 wexe
cnalgarated, both annual and initinl contributions would be covered in the
sane poragraph., She did not think that initisl contributions should be so

covered,

She agreed with the suggestion of the observer for OCITHMF that the
discussiocn should be deferred, The Assembly would be able to accept the
' prdposal as for as annual contributions were concerned, but if some of the
initial contributions, due on 16 Jemunry 1979, were to be in national currencies,
the Asserbly would need to know the conversion date during the present session.

The CHATRMAW suggested that a worling group be set up to deal with the

natter.
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Mr, HALL (United Kingdon) explained that his proposal was not to apalganate

Regulations 2,3 and 2.4 but merely that Alternative A of 2.4 should be added
to 2.3.

The CHAIRMAN invited the Asserbly to teke a decision on whether Alternative
A of Regulation 2.4 should be added to 2,3, anended in the last line to reads
".+s on the date on which payment is calculated, 31 March of each year".

The proposal was approved.,
The CHAIRMAN asked whether the Asserbly ngreed to set up a working group

to deal with other problens in the regulations.

It was so decided.

Regglation 2.5

Mr. WALDER (Observer, OCIMF), speaking at the invitation of the Chairman,
said that the regulation dealt with the propogal that the conversion date
should be the date of the incident. It waa unlikely, however, that clains

would be settled for sone tine after on incident had occurred, and during the

interval currency fluctuations night take place. It was therefore suggested
that conversion of the 15 million frence laid down in Artiele 12(1}(i)(b) and (<)
of the Convention should be made at the date of assessment of annual contributions.

A date for that assessment should therefore be set.
Mr. BEIMONT (France) endorsed that view.

Mr. HALL (United Kingdon) said that the natter was relevont to the fixing
of the budget. What date would be relevant when the amount of conpensation was
decided?

Mr, HERBER (Federal Republic of Germany) was in favour of retaining the
date of the incident, which was fixed for all tinme. If the assesspent dote
were adopted, it would be possible to alter the date at which paynent was
requested and thus to benefit from exchange fluctuations,

.Ms BRUZELIUS {MNorway) said thot, as she understocd it, the gignificance
of the 15 nillion francs was that it provided a division between States
parties to the Convention when an incident took place, which would have to
contribute to the payment of suns up to 15 rillion francs, and those which

would have to contribute to payments of over 15 million francs, She was not
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quite sure about the inmportance of chenging the date of the incident to that

of the assessment. The method of calculation rmet be known vhen the annual
budget was established, since it was linked with the apount of the cohtribution.
If the date of the assegsnent was before the budget was established, it night
be acceptable; but if it wag later, difficulties nmight arise.

Since it was not anticipated that there would be a2 ¢2ll for anrmucl
contributions before the next session of the Asacubly, the proposed working
group night be asked to loock into the matter. She nerely wished to have the
inplications clarified.

Mr, NAKAYAMA (Jopan) said that his delegation preferred to keep the
present text,

Mr. WALDER (Observer, OCDMF), opeaking at the invitation of the Chairman,
said that Regulation 2,5 referred to the cost of calculating ammual contributions
for the preparation of the budget, since it referred to Article 12 of the
Convention, The date of the incident, as the Norwegian representative had
said, was relevant to which parties were liable, but a situation night arise
in vwhich an incident occcurred say in 1980 and the poyments required under
annuzl contributions were not nade until 1985. In cstablishing his budget for
1985 the Director would have to see how much the Fund would need to pay out, '
and that would have to be calculated in reference to the noney due froo .
various parties. He should use the exchange rate prevailing at that tine,
not when the incident occurred. The date of the incident was only relevant to
the fact that a State that waa not a party when the incident ook place would
not have to pay. It was not relevant to the actual paynent.

Ms BRUZELIUS (Norway) objected that inflation would distort the figures
s0 that calculations for 1985 would entail nuch larger contributions froo
States parties in 1980, but the sane arounts if all those that were parfies in
1985 tock their share of the increcsed burden.

Mr. HALL (United Kingdon) pointed out that Article 12(1){(1)(b) and (c) of
the Convention was unfortunately specific: it mentioned "payments to be made by the
Fund". Subject to legal advice, that suggested.to him that the Director could take
into account paynénta tha£ night have to be nade during the year. 4iny
ghortfall would have to be made up by loans, If that interpretation was
correct, the exist;ng text woa satisfactory. If, on the other hand, the
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Director would have to nake estinmations in respect of likely and outetanding
paynents, his delegation would prefer the altermative offered by the
obgerver for OCIMF.

Mr. WALIER (Observer, OCIMF), spenking ot the invitation of the Chairmen,
recalled that the point rnade by the Norwegion represemtative had been very
fully discussed at the 1971 Conference. That was why the sun of 15 nillion
frones had been Bpecificd. Srnll e¢lainms eould be shared by 2ll contracting
States that Werc members ot the tine of paynent, but clains of over
15 nillion francs would be paid oniy by those that were contracting States at
the tine of the incident.

The point nade by the United Kingdonm representative had also been
discussed in 1971, and it had becn assuned that the Director would be able to
work cut what was neceded in the budget for any given year. One point had been
overlooked: running costs would be paid for by the interest on ecapital and
hence contributions would be colled for as and when needed, not necessarily
every year.

Mr., HALL (United Kingdor) proposed that in the last sentence of
Regulation 2.5 the reference to SDR's should be included, as
in Regulation 2.2.

Tt was s0 decided.

The CHATRMAY suggested that Regulation 2.5 be referred to the new
Working Group.

It was so decided.

Mr. WALDER (Observer, OCIMF), epeaking at the invitation of the Chairman,
commented that while it was inappropriate to vary the initial contribution or
"entry fee" to take account of the tine at which ratification took place,
annual contributions ought to be pro rata., 4 State ratifying towards the end
of a year should not be assessed for a full yeor, as that would lead to a

budget surplus,

Mr. HERBER (Fodersl Republic of Gormany), took the view that an
additional argunent in support Qf.Mr; Walder's éuggesfibn was that, if
ratification in the course of a year entailed paying a full year's
contribution, States would delay entry to avoid incurring the additional
expense, The consequence would be a fixed date for adherence, which was

undesirable, He endorsed the view of the observer for OCIMF and put it
forward as a formal proposal.
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Ms BRUZELIUS (Norway) objected that the interpretation on which thet
proponal was based was less stringent than the provisions of
Article 10.1 of the Convention,

- Mr. WALDER (Observer, OCIMF), mpcaking at the invitation of the Chairnan,
replied that neither Article 10 nor Article 11 stated that any contributory
nonies were payable in respect of a period prior to ratification ﬁy the
contributing States.

Mr, HALL (United Kingdorn) agreed, His delegation took note of the comment
of the representative of Noxwey but conesidered that the Asscembly should not be
swayed by it.

Ms BRUZELIUS (Norway) withdrew her objection.

The CHAIRMAN suggested that Regulation 2.6 should be referred to the

Working Group to be amended in line with the suggestion made by the observer for
QCIMF.

It was so decided.

Regulation 2,7

Mr. NAKAYAMA (Japan) asked whether any contracting State had, at the
tine it deposited its instrunment of ratificotion, fornmally declared that it
assuned those obligations.

It was ogpeed that the Secretariat would check that point, and it was
later nscertained that no contracting State hod assuned such obligations.

Regulation 2.7 was approved.

Regulation 2.8
Regulation 2.8 was approved.

Regulation 2.9

Mr. HALL (Uhited_Kingdom) proposed clarifying the paragraph by adding the
words "which ghall be 1 June'. That would allow & full month between issuing
the invoice and requiring paynment. Certainly his delegation consideied that
a specific date should be given. '

Mr. WALDER (Observer, OCIMF), speaking at the invitation of the Chairnan,
3aid that the specified date pust of necespity have reference to Regulation
2.7+ The Director should certainly state a date, and that date wéuld depend
on tﬁe date of the inveice. -
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Mg BRUZELIUS (Morway) recalled that the Convention provided for
contributions to be paid by instalments, While 1 June night be cppropriate
for paxrt of the contribution, it would not be right to require the full anount
then. BHer delegation would prefer the Director to be in 2 position to use
his diseretion as to the oppropriate date to enter when he gent the invoice.

Mr. HERBER (Federal Republic of Gernany) drew cttention to the fact that
under Article 13 of the Convention the Assembly was obliged to fix, annually, the rate
of interest which would vary from year to year. The Assembly, at its present session,
was accordingly called upon to fix the rate it would apply until the next Assembly

gcaeion,

The CHAIRMAN said that it was clecr that a working group would need to meet

between the present session of the Assembly and the next one. Before the Group could
receive its terms of reference, however, all draft Regulations should be locked at.
With the assistance of the observer for OCIMF those whose functioning was essential for
the intexrvening period could be singled out and accorded priority. Of the

renainder some presented no problens while others would need to be considered

by the Working Group. One and the sane Working Group should be oble to deal

with both entegories.

Mr. HALL (United Kingdon) agreed. The only regulations on which it was
necegsary for the Assenbly to spend puch tine were those needed for
irmediate use. Mr. Welder's help in deciding which they were would be greatly
appreciated. ‘

Mr. DOUAY (Fra.noe) supported that view. He doubted whether there wm;ld be time

for the Working Group to meet in the course of the present session of the Assembly.

Mr. WALDER (Observer, OCIMF), speaking nt the invitation of the Chairmen,
comented thet in advising on what points were of irmediate inportances it

was relevant to know the approximate date of the next session of the Assembly.

The CHATRMAN replied that the next session of the Asgembly was likely to
be held in April 1979,

Mr. HALL (United Kingdon) supported the views expressed by the representotive
of France. Not only did he agrec that there was hordly tine for o working group
to neet, he further questioned the need for it to do wmo.

Mr, GANTEN, (Director designate), endorsed those remarks,
adding that in the event the most important clauses might omerge as pracisely
those on which agrocmont was most easily reached.

The meetine rose at 12.40 p.m.



