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Brief Description: Updating financial responsibility laws for vessels.

Sponsors: Senators Finkbeiner and Esser.

Brief Summary of Engrossed Bill

· Establishes vessel financial responsibility requirements for fishing vessels and increases
requirements for tank vessels and cargo vessels.

· Makes entry or operation of certain vessels on Washington waters without meeting
financial responsibility requirements unlawful.

Hearing Date: 3/27/03

Staff: Jeff Olsen (786-7157).

Background:

Washington statutes include financial responsibility requirements for vessels transporting
petroleum products as either cargo or fuel across state waters and for facilities storing,
handling, or transferring oil or hazardous substances in bulk on or near navigable waters.
The Department of Ecology (DOE) has rule making authority for vessel financial
responsibility standards. The documentation of financial responsibility must demonstrate the
ability to meet state and federal financial liability requirements for actual costs of oil spill
removal, natural resource damages, and necessary expenses.

Barges, tank vessels, cargo or passenger vessels, and onshore and offshore facilities must
establish evidence of financial responsibility in various amounts. Appropriate documentation
for evidencing financial responsibility is specified in statute. In addition, the DOE is
authorized to establish lesser financial responsibility standards consistent with federal law
under certain circumstances. Further, the DOE establishes the financial responsibility
requirements for onshore and offshore facilities, considering factors such as the amount of oil
that could be spilled, clean up costs, frequency of facility operations, damages resulting from
a spill, and commercial availability and affordability of financial responsibility.
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The DOE is required to deny entry to state waters to any vessel that does not meet the
statutory financial responsibility requirements. The DOE also is required to report to the
United States Coast Guard any vessel owner or operator that does not meet these statutory
requirements or the federal Oil Pollution Act of 1990.

A tank vessel owner or operator who is a member of an international protection and
indemnity mutual organization covering oil pollution risks in required amounts is not
required to provide the required documentation of financial responsibility. The DOE may
require these tank vessel owners or operators to prove membership in one of these
organizations.

The financial responsibility requirements for the different types of vessels are as follows:

(1) Barges transporting hazardous substances: the greater of $1 million or $150/gross
ton. The DOE may lower the financial responsibility requirement for smaller
barges based on the quantity of cargo the barge can carry;

(2) Tank vessels carrying oil: $500 million.
The DOE may lower the financial responsibility requirement for tank vessels meeting
certain standards; and

(3) Certain cargo, fishing, and passenger vessels: the greater of $500,000 or
$600/gross ton.

Summary of Bill:

The definitions of "hazardous substances" and "oil" are updated to current federal standards
and the definition of an "inland barge" is removed and replaced with a definition of "barge".
The definition of "facility" is expanded to include structures that transfer oil in bulk to or
from any vessels with an oil carrying capacity over 250 barrels. The term "gross tons"
means tonnage as determined by the United States Coast Guard.

Fishing vessels are defined, and financial responsibility requirements for these vessels are
created as follows: (1) for vessels carrying predominately nonpersistent product, the greater
of $133.40 per incident, for each barrel of oil storage capacity, or $1,334,000; and (2) for
vessels carrying predominately persistent product, the greater of $400.20 per incident, for
each barrel of oil storage capacity, or $6,670,000.

The financial responsibility requirements for other vessels are revised as follows:

(1) Barges transporting hazardous substances: the greater of $5 million or $300/gross
ton.

The DOE may not lower financial responsibility requirements for barges transporting
hazardous substances.

(2) Tank vessels carrying oil: $1 billion, after January 1, 2004.
The DOE may lower the financial responsibility requirements for smaller tank vessels
based on the quantity of the cargo the vessel can carry, but no longer can get a lesser
amount based on standards for construction, equipment and personnel; and

(3) Certain cargo or passenger vessels: $300 million.
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Owners or operators of cargo or passenger vessels that are members of an international
protection and indemnity mutual organization with coverage up to the amounts required by
statute are not required to demonstrate financial responsibility. The Director of the DOE
may require any cargo or passenger vessel owner or operator to prove membership in such
an organization.

Entering or operating in state waters without meeting the statutory financial responsibility
requirements is unlawful, except when necessary to avoid injury to the vessel’s crew or
passengers.

Appropriation: None.

Fiscal Note: Available.

Effective Date: The bill takes effect 90 days after adjournment of session in which bill is
passed.
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