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SEVERAL LEGAL CONVENTIONS 
have recently come into force, or are in 
process of doing so. A recurring theme is 
that they increase liabilities for shipown-
ers. In addition, they all contain require-
ments for shipowners to have evidence 
of financial security to meet liabilities in 
the Conventions. The evidence consists 
of a Certificate of Financial Responsibil-
ity (COFR) which is issued by the ves-
sel’s flag state. The flag state will however 
not issue the COFR unless an approved 
insurer guarantees payments thereunder. 

The guarantee letter is called Blue Card. 
The system is therefore dependant on 
P&I Clubs (or any other approved insur-
er) issuing Blue Cards to flag states.  

To date, P&I Clubs only issue Blue 
Cards pursuant to mandatory COFR 
requirements under IMO Conventions. 
Whether or not P&I Clubs should volun-
teer to issue Blue Cards required by other 
legislation is a contentious issue. Al-
though it is tempting by clubs to be gen-
erous in issuing these guarantees, there 
are downsides in doing so. The Blue Card 
sets aside the well-known “pay to be paid” 
principle, and also sets aside the insured 
for that matter, by imposing obligations 
on the P&I club to front liabilities in the 
first instance. Since the insured is in the 
best position to avoid the liability in the 
first place that is not all that good. Some 
further thoughts about this can be found 
at page 25.

COFR requirements can also pose 
practical problems. At present, COFRs 
(and accompanying Blue Cards) are re-
quired under EU’s Passenger Liability 
Regulation. One question that remains 
unanswered is to what extent an addi-
tional Blue Cards will be required under 
the 2002 Protocol to the Athens Con-
vention which is identical legislation and 
which will enter into force on 23 April 
2014. Duplicate Blue Card requirements 
seem unnecessary and unduly bureaucrat-
ic. (Why EU issued a Regulation that was 
an exact copy of a Convention that the 
member states should have ratified in any 
event is another unanswered question!)

Relief in Iran sanctions?
Iran sanctions continue to affect the Club 
and its members. On 20 January 2014, 
the EU and US temporarily eased certain 
sanctions against Iran. At first glance, the 
relief appeared far-reaching, allowing, 
among other things, transportation and 
insurance of Iranian petroleum products 

for a six-month period. However, the US 
and EU authorities have advised that it 
will not be possible to pay any insurance 
claim after 20 July 2014, even if the li-
ability arose before that date. This means 
that members should not assume there 
will be insurance in place for liabilities 
arising out of the permitted trade, some-
thing which will probably vastly reduce 
the number of shipowners and charterers 
taking advantage of the relief. This issue 
is reported in more detail at page 21. 

News from the courts  
In this issue we report that the UK Court 
of Appeal by reversing an earlier decision 
discussed in Legal update 3-2013 has held 
that a Limitation Fund may be constitut-
ed by way of a P&I Club Letter of Under-
taking. We are also very pleased to report 
the Club has assisted a member under 
the FD&D insurance to obtain a Judge-
ment against a hull insurer that not only 
resulted in a multi-million dollar recovery 
but also a guidance to the industry about 
the meaning of “ISM Compliant”. More 
about this on page 9.  

One further interesting decision is the 
Alexandros T [2013] UKSC 70, where 
the UK Supreme Court held that it is not 
possible to retract on a settlement agree-
ment. A shipowner who had settled an 
insurance claim “in full and final” with 
his insurer three years earlier, started 
new proceedings in Greece claiming 
some USD 150 million in compensation. 
Although the “gut feeling” answer was 
obvious it became a rather complex EU 
law issue to resolve whether the Greek 
proceedings concerned a new matter for 
the purpose of the Brussels Regulation 
and hence should be allowed. The UK 
Supreme Court held that was not the 
case, concluding "full and final" was final 
indeed.


