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OI1. SPILL LIABILITY AND COMPENSATION

GOOD MORNING MR. CHAIRMAN,

I AM VERY PLEASED TO BE HERE THIS MORNING TO REITERATE THE
ADMINISTRATION’S CONTINUED STRONG SUPPORT, AND IN PARTICULAR THAT
OF SECRETARY SKINNER, FOR COMPREHENSIVE OIL SPILL LIABILITY AND
COMPENSATION LEGISLATION. AS YOU KNOW, SECRETARY SKINNER HAS
TRANSMITTED A PROPOSED BILL TO THE CONGRESS. MY COMMENTS TODAY

ON H.R.1465 ARE MADE WITHIN THE CONTEXT OF BOTH BILLS AND SHOULD BE
CONSTRUED AS AN EFFORT ON THE PART OF THE ADMINISTRATION TO WORK
WITH THE CONGRESS TOWARD ENACTMENT AS SOON AS IS POSSIBLE.

WE CONSIDER THE INCLUSION OF THE 1984 INTERNATIONAL PROTOCOLS

IMPLEMENTATION AN ESSENTIAL ELEMENT OF THE PACKAGE.

WITH ME TODAY IS ADMIRAL PAUL A. YOST COMMANDANT OF THE COAST

GUARD, RECENTLY RETURNED FROM VALDEZ, ALASKA

FIRST LET ME SAY, MR. CHAIRMAN, HOW PLEASED SECRETARY SKINNER IS
THAT YOU ARE HOLDING A HEARING ON THIS MATTER AS QUICKLY AS YOU

ARE. THIS COMMITTEE HAS BEEN A LEADER IN THE SEARCH FOR A



BIPARTISAN OIL SPILL BILL FOR SEVERAL YEARS, AND IT IS NOTABLE THAT
H.R. 1465 WAS INTRODUCED BEFORE THE EXXON VALDEZ DISASTER THAT
HAS PROMPTED SO MUCH RECENT CONCERN. WE HOPE THE SENATE WILL
PROCEED JUST AS QUICKLY WITH LEGISLATION AND ALSO WITH ITS ADVICE

AND CONSENT FOR RATIFICATION OF THE INTERNATIONAL PROTOCOLS.

IN MY TESTIMONY TODAY I WILL ADDRESS SEVERAL MAJOR ISSUES AND OF
COURSE, WE WILL PROVIDE TECHNICAL COMMENT IN WRITING AS SOON

AS POSSIBLE.

THE FIRST SUBJECT I WOULD LIKE TO DISCUSS IS LIABILITY LIMITS FOR
TANKERS. THE ADMINISTRATION SUPPORTS RAISING THE LIABILITY LIMITS
FOR TANKERS, AT $500 PER GROSS TON, TO $78 MILLION. ABOVE THAT
AMOUNT WE BELIEVE IT IS APPROPRIATE FOR THE OIL INDUSTRY, TO
SHARE IN THE COSTS WHEN THINGS GO WRONG. THIS PLACES THE DOMESTIC
REGIME AT PARITY WITH THE INTERNATIONAL REGIME. THESE HIGH LEVELS
PLACE THE SHIPOWNER LIABILE FOR ALL COST FOR THE VAST MAJORITY OF
SPILLS WHILE PLACING THE OIL INDUSTRY IN LINE FOR COST ABOVE THE
SHIP OWNER FOR LARGE OR CATASTROPHIC SPILLS.
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THE EXXON VALDEZ SPILL IS A VIVID REMINDER THAT THE VERY NATURE OF
THE OIL TRADE DEMANDS THAT BOTH SHIPPING CARGO INTERESTS SHARE
THIS BURDEN. WE THEREFORE ARE PROPOSING THAT

THE HIGH SHIPOWNER LEVELS OF LIABILITY BE BACKED UP WITH A
COMPENSATION FUND, PAID FOR BY A FEE ON OIL, OF $500

MILLION PER INCIDENT--OVER AND ABOVE THE SHIPOWNER LIABILITY.



BUT WE ARE ALSO PROPOSING TWO NEW PROVISIONS; ONE, THAT THE FUND
CAN BE RAISED TO A HIGHER PER INCIDENT LEVEL WHEN THE PRESIDENT
DETERMINES THAT IT IS NECESSARY TO DO SO IN PROVIDING COMPENSATION
TO ALL LEGITIMATE CLAIMANTS, AND TWO, WE ARE PROVIDING A FEDERAL
CAUSE OF ACTION AGAINST THE CARGO OWNER AND CONSIGNEE OF THE OIL
FOR ALL PRIVATE PARTY CONSEQUENTIAL. DAMAGES IN EXCESS OF THE

SHIPOWNERTS' LIABILITY LIMIT.

IN PRACTICAL TERMS DAMAGED PARTIES WOULD FIRST PROCEED AGAINST
THE SHIPOWNER UP TO HIS LIABILITY LIMIT, THEN AGAINST THE
INTERNATIONAL FUND TO $260 MILLION. AT THAT STAGE THE DOMESTIC
FUND COULD STILL BE USED FOR NATURAL RESOURCE DAMAGE AND CLEANUP,
AND COMPENSATION FOR ANY REMAINING ECONOMIC DAMAGES COULD BE
SOUGHT IN FEDERAL COURT. THIS IS CONSISTENT WITH A LONG HELD
POSITION OF THE EXECUTIVE BRANCH THAT THE DOMESTIC FUND SHOULD
NOT BE LIABLE FOE CONSEQUENTIAI. DAMAGES.
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WE ARE ALSO ADDING A PROVISION THAT WILL ALLOW THE FEDERAL FUND
TO SUE CARGO OWNERS AND CONSIGNEES DIRECTLY FOR ANY MONIES
BORROWED DUE TO LOW FUND LEVELS. RECOVERED MONIES WOULD BE USED

TO REPAY THE LOAN.

WITH RESPECT TO NATURAL RESOURCES, WE ARE PROVIDING A PROVISION
TO ASSESS A CIVIL PENALTY AGAINST THE DISCHARGER OF UP TO $10
MILLION WHEN NATURAL RESOURCES CANNOT BE RESTORED OR REPLACED.
THE MONIES RESULTING FROM THE PENALTIES WOULD BE USED BY THE

TRUSTEES IN PROVIDING "EQUALIVENT" RESOURCES. SUCH A PENALTY IS

APPROPRIATE, IN OUR VIEW, TO ASSURE THAT SPILLERS WHICH CAUSE



IRREPARABLE DAMAGES TO NATURAL RESOURCES SUFFER SUCH AS A CORAL

REEF, SUFFER A SUBSTANCIAL PENALTY.

WE SUPPORT YOUR APPROACH TO "INLAND OIL BARGES", AS THEY ARE
CALLED IN THE CLEAN WATER ACT. WE ARE CERTAINLY AWARE THAT THERE
ARE SOME WHO SUGGEST THIS CATEGORY OF VESSEL SHOULD BE AFFORDED
SPECIAL TREATMENT DUE TO THE LOW MARGIN OF PROFIT ASSOCIATED WITH
THESE OPERATIONS--AND WE ARE SYMPATHETIC WITH THAT. ON THE OTHER
HAND THESE BARGES OPERATE IN CONGESTED AND ENVIRONMENTALLY
SENSITIVE AREAS AND PROTECTION FROM THEIR SPILLS MUST BE PROVIDED.
WE THEREFORE SUPPORT THE COMPROMISE APPROACH OF H.R. 1465 IN

APPLYING THE SAME LIABILITY LEVELS AS THOSE FOR SHIPS OTHER THAN

TANK VESSELS.
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WE ALSO SUPPORT YOUR APPROACH IN MAKING THE DOMESTIC FUND
AVAILABLE TO STATE GOVERNMENTS FOR IMMEDIATE CLEANUP COSTS. WE
VALUE THE STATES AS PARTNERS IN RESPONSE EFFORTS, BOTH ON OUR
REGIONAL RESPONSE TEAMS AND AS INDEPENDENT AGENTS IN

EFFECTING QUICK RESPONSE TO OIL SPILLS. HOWEVER, WE MAINTAIN OUR
POSITION THAT IT IS UNNECESSARY TO SET THE INITIAL LEVEL OF

AUTHORITY AT $100,000 PER INCIDENT.

THE FUND ADMINISTRATOR MUST HAVE CONTROL OVER THE

POTENTIALLY LARGE MONIES THAT STATES CAN AUTOMATICALLY

OBLIGATE AND WE URGE YOU TO CONSIDER THE LESSER AMOUNT OF $50,000
AS AN INITIAL DRAW. THIS WOULD IN NO WAY EFFECT THE TOTAL AMOUNT
THAT A STATE COULD ULTIMATELY DRAW IN INCREMENTAL LEVELS, AS LONG

AS THE FUND ADMINISTRATOR COULD ASSURE HIMSELF THAT THE



NECESSARY AGREEMENTS BETWEEN HIS OR HER AGENCY AND THE STATE

ARE BEING EFFECTIVELY UTILIZED.

WE ALSO BELIEVE THAT THE MECHANISM EMBODIED IN THE REGIONAL
RESPONSE TEAMS, WHERE STATES HAVE A FULL VOICE IN THE LEVEL OF
CLEANUP, IS SUFFICIENT TO ENSURE THAT STATE GOVERNORS’ CONCERNS
OVER ADEQUATE CLEANUP ARE MET. EVEN IN A CASE AS COMPLEX AS THE
EXXON VALDEZ WE ARE CONFIDENT THAT AGREEMENT CAN BE REACHED, AS IT

ALWAYS HAS IN THE PAST. WE THEREFORE SEE NO NEED FOR THE PROVISION
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OF H.R. 1465 THAT "REQUIRES" AGREEMENT OF THE GOVERNOR ON THE LEVEL

OF CLEANUP.

THE IMPLEMENTATION AND ULTIMATE ADOPTION OF THE 1984

PROTOCOLS. IT IS IMPORTANT FOR US TO REMEMBER THAT WE MAY NOT
ATLWAYS HAVE THE RESOURCES OF EXXON WITH WHICH TO RESPOND TO A
SPILL OR A U.S COMPANY IN WHICH LARGE RESOURCES ARE LOCATED TO
PROCEED AGAINST. AND IT IS JUST AS IMPORTANT THAT TO THE MAXIMUM
EXTENT POSSIBLE, WE INSIST THAT THE FIRST LEVEL OF LIABILITY BE
BORNE BY THE DISCHARGING VESSEL, AND THAT THE U.S. DOMESTIC FUND BE

USED ONLY AFTER THE INTERNATIONAL FUND HAS BEEN FULLY UTILIZED.

The Protocols were negotiated in 1984 with extensive guidance from
both

Houses of Congress and the Administration. The principal goal of
both

Houses was high levels of liability for both the discharger and the
fund.



Since high levels were achieved as a result of hard negotiating by
the U.S.,

$78 MILLION AND $260 MILLION RESPECTIVELY FOR SHIPOWNERS AND THE
INTERNATIONAL FUND, the necessity for ADDITIONAL REMEDIES IS REMOTE.
THIS AMOUNT IS MORE THAN THE COST OF ANY SPILL IN HISTORY EXCEPT
THE EXXON VALDEZ. STILL THE INTERNATIONAL REGIME CAN AND SHOULD BE
BACKED UP WITH OUR OWN DOMESTIC FUND TO $500 MILLION.
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WE ARE SUGGESTING THAT THE DOMESTIC FUND CAN BE OPENED BY THE

PRESIDENT IF NECESSARY TO RESPOND TO A TRUELY CATASTROPHIC SPILL.

AS YOU KNOW MR. CHAIRMAN House legislation HAS SUPPORTED the
Protocols since 1984, AND THE ADMINISTRATION HAS VIGOROUSLY

SUPPORTED THAT INCLUSION IN EVERY HOUSE BILL SINCE THAT TIME.

State governments, individually , through the Coastal States
Organization

and National Governors’ Association have strongly supported the

Protocols, accepting limited preemption where necessary in exchange
for

the benefits of the Protocols.

SIMPLY PUT, THE PROTOCOLS PROVIDE HIGH LIMITS OF LIABILITY FOR
SEAGOING TANKERS CARRYING PERSISTENT OIL IN BULK--$78 MILLION FOR
SHIP OWNERS AND $260 MILLION PER INCIDENT FROM THE INTERNATIONAL
FUND. THEY OFFER PROMPT AND CERTAIN RIGHT OF RECOVERY FOR BOTH
PUBLIC AND PRIVATE VICTIMS OF OILS SPILLS AND THEY DEMAND

COMPULSORY INSURANCE.



BESIDES PROVIDING A COMPREHENSIVE AND EFFECTIVE INTERNATIONAL
REGIME, THE PROTOCOLS PROVIDE BENEFITS NOT AVAILABLE UNDER A
PURELY DOMESTIC SYSTEM. THESE INCLUDE ENFORCEABILITY OF U.S.
JUDGMENTS IN FOREIGN COURTS, AND COVERAGE OF VESSELS IN INNOCENT

PASSAGE (NOT CALLING AT A U.S. PORT). AND THE INTERNATIONAL FUND OF

$260 MILLION PER INCIDENT IS LIABILE IF THE DISCHARGER HAS

LEGITIMATE DEFENSES OR INSOLVENT FOR ANY REASON WHATSOEVER.

THE INTERNATIONAL REGIME IS ALSO GOOD FINANCIAL INSURANCE.

ASSUMING OUR SPILL HISTORY 9EXCLUDING THE EXXON VALDEZ) SHOULD
REMAIN ABOUT THE SAME AS THE PAST EIGHTEEN YEARS, WE WOULD JUST
ABOUT BREAK EVEN WITH RESPECT TO OUR FINANCIAL RETURN FOR OUR
CONTRIBUTIONS TO THE INTERNATIONAL FUND. A SINGLE CATASTROPHIC
SPILL IN THE RANGE OF $150 MILLION IN AN EIGHTEEN YEAR PERIOD WOULD
RESULT IN A NET ECONOMIC BENEFIT. OBVIOUSLY THE EXXON VALDEZ WOULD
HAVE PLACED US IN A FAVORABLE FINANCIAL POSITION WHILE PROVIDING
INSURANCE FOR OTHERS SPILLS AND PROVIDING THE PRACTICAL BENEFITS I

MENTIONED EARLIER.

I WOULD ALSO LIKE TO ADD THAT OUR DIPLOMATIC REPUTATION IN THE
WORLD MARITIME HAS BEEN PLACED IN JEOPARDY BY OUR FAILURE TO

RATIFY THE PROTOCOLS. Sixty nine nations negotiated the 1984
Protocols

to raise the limits of liability to the 1969 Civil Liability and 197
Fund

Conventions, and to make other changes.



The Congress and the Administration sent the U.S. delegation to the
Diplomatic Conference with tough objectives, among them significant

elevation of the liability limits which, since the U.S. was not a
Party to
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the Conventions, was a formidable task. As belief grew however, that
the

U.S. would become a partner in the improved Conventions, many
delegations

become more flexible and the U.S. goal of over $200 million was
achieved.

SOME HAVE EXPRESSED THE VEIW THAT THIS MAY NOT BE IMPORTANT. I

THINK OTHERWISE. The U.S. has been a leader in world maritime safety
and

environmental negotiations. We have benefited greatly from our
success

since the thousands of foreign vessels calling at U.S. ports and
harbors

largely meet standards as high as those for U.S. vessels, and
conversely,

U.S. vessels calling at foreign ports benefit greatly from this
harmonized

system. The global environment is the winner.

Our credibility in the world maritime community is presently at
serious

question since we have not made good on what was considered to be a

promise to ratify the Protocols if our goals were met. The prognosis
to

successfully negotiate a forthcoming hazardous and noxious substance

convention is NOT GOOD. U.S. ratification of the Protocols will
reverse

this TREND



MR. CHAIRMAN, THIS CONCLUDES MY STATEMENT. SECRETARY SKINNER AND I

LOOK FORWARD TO WORKING WITH YOU AND THE SENATE IN MOVING QUICKLY

FORWARD IN ENACTMENT OF OIL SPILL LIABILITY AND COMPENSATION THAT
WILL PROVIDE THOSE DAMAGED BY OIL SPILLS WITH SWIFT AND SURE
RELIEF, ADEQUATE FUNDS FOR CLEANUP AND RESTORATION OF OUR NATURAL
RESOURCES.

THANK YOU
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