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The Honorable John M. Musphy

Chajirman, Committee on Mdrchant
tiarine and Fisherie:z

House Df Representacivecs

’

pear Mr. Chairman:

. This is in response to ‘your requests for our views on_

Tt HCRT 47 and 'HUR. 37 11, 9sth Conaress. The purpose of these
bTTT!T‘whxch are i{dentical in nany respecte, iE to estab-
1igh a ¢omprenensive system of 1iability ano conpen3at1o"
for uilspill damage ancé removal costs, -

On Miy 12, 1976, pursuant,to the request of the
Honorable Leono* K. EBullivan, then Chairman of your Commit~
tee, we furnished our comments on H.R. 12347, 94th Congress,
which contained provisions similar to those contained in
H.R. 47 and H.R. 3711. The pertinent portions of these prior
comrients are repeated in this report.

_ H.R. 47 and H.E. 3711 incorporate some of the changes
suggested in our previous comments. We believe, however,
that certain additional changes to these bills are needed.

Creation of a single compénsntion £und

One purpose of the\oroposed legislation is to creace s
single and all—xnclu51ve”compensat10n fund tn pay for all re-~
_ moval COets and other aarages resulting from oil discharges.

We note that the establxshment of assingle compensaticn
£fund would not be arconpliahed if H.R. 1614, another bill
- introduced-in the 95th Congress, were enacted in its presen:
form because it woula, among ‘other things, create a separate
Offshofe 0il Production COmpensation Fund that waulda duplicatce
‘or contradict provisions of H.R. 47 or H.R. 3711. This pro-
blem could be remedied by deleting the provisions of H.R.
1614 relating to the establishment of a separate fund and,
if apptopriate, making special provision in H.R. 47 or H.R.
3711 to cover the lxabxlitv for oil spill damage caused by
Outer Continental -Shelf operatxons
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AMdministrative costs of the fund ' v

e ¥

Neither bill contains provision for the pavment of
adminiscrative costs from moneys in tae fund, including costs
incurred by the Secretaries of Transportatxon and Treasury.
The Committee should consider adding such a provision in sec-
tion 103(c) of H.R. 47 or section 102(c) of H.R. 3711.

Collection of fees .- : "

Section 103(d) of H.R. 47, and section 102(d) of
H.R. 3711. would provide for the collecticn of fees at
such rates (not in excess of. three cénts per barreys of

. 0il received) as will maintain the fund at a level not ———

“in excess of $200 million. While the authoritv of the
Secretary of the Treasury to modify the fees from time
to time provides for Gesirable flexibility, we believe
that consideration’ should bé given to reguiring tha:
fees br. levied withdut regard to a fixed maximum balance
in the fund, thus permitting the accumulation. of a re-
serve for future liability payments. 7his could be

done by managing the, fund similar to an insurance trust
fund, bhased on estimites of risk, and thus reduce or
vliminate the need for borrowing from the Trevasury to
meet future obligacions. 1f .the channe is made, pro=-
vision shoulé be made for anaual reappra1sals of the fee
levels based on the balances in the fund and estimates
of future risk. T .

Access to records and.audit guthority -

H.R. 47 contains in section 103(d)(3): a!provisxon for
‘access to books, ‘documents, papers and records 0f{ persons
liable to contribute o the fund for the purpose of audit
nnd examinaticn by the Secretary of the Treasury. and the
comptroller General of the United S:ates. H.R. 3711 does
not contain a -similar provision. We suqqest,that, if the
latter bill.is considered for enactment, an authority

« similar to the cited provision of H.R. 47 be inserted as

an adéditiona} subsection of section 102 of H.R. 3711,
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.penalty for nonpayment of fees

Section 103(d)(4)(A) of H.R. 47, and sectidon 102(d)(4)(A)

. of B.R. 3711 would p:o(vide for the ascessment of a civil penal-
‘ ty against a persce w%: “ails to collect or pay fees required

to be paisi into thz fuiu, together with interest on such fees.
since the bills ¢do not specify how such interest would be
arsessed, we sudgest that the following language be added in

- the respective subpatvagraphs following the word "fees" at the

end of the first sentence:
"at the rate the fres would have earned if g
. collected ¢or paid when due and invested in
apecial obligations of the United State?"in

Y accordance with subsection (e)(2).

Borrowigg ftom the Treasurv

¢ Section 103(f) of H.R. 47 ‘ind section 102;?) of

" H.R. 3711 would provic¢e that notes or.other otliagations
-issued by the Secreta'v of Transportation for moneys

borrowed from the Treadsury for thc fund shall bear in-

. terast "at a rate determined by tihe Secretary of the

Treasury, taking into consideration the average market

yield on outstanding marketable obligations™ We

suggest that the words, "of comparable maturity be added
after the word oblxgations” at the end of the third sen-
tonce., Thie clarification is aesirable because the pre-
sent wording could be interpre-ed to mean interest
equivalent to-the average yielii un all outstanding U.S.
marketable obligations, not just those of comparable

" ‘maturity.

Limitations of owner's ior oggrator‘s liability

Under section 105(c)(1l) of H.R. 47 and section 104(c)

'(1) of H.R., 3711 the owner or operator of a vessel or fa-

cility would not be liable if the incident were caused by
an act of war, hostilities, civil war, or insurrection.
Section 104(c)(1) of H.R, 3711 would also exclude liabxlity




_owner or operator, they dGo not specify a uaxxmum liability.
for the funé itself. 'In fact, section 105(f){l) of H-.R, 47
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.in the event of a natural phanomenon of an exceptional, in-

evitable, and irresistible character. H.R. 47 does not pro-
vide for a similar “"Act of God" excuption. Nor does either
bill preclude liability in the event of negligence on the
part of the United States Government, such as failure to
provide required aids of navigation, as provided iin Publie¢-
Laws 92-500, 93-153, and 93-€27. ™.e Committee mi'v wish to
expand the exemptions from strict liability by includinr

the cited additional provict~< in the proposed legislation.

Maximum liability of fund

While both bills specify the max imum liabi’ity of an

and section 104(f)(1) of H.K. 3711 state that ‘the fund shall
be liable cfor all damages for which a claim may be asserted
under the preceding section of each bill to the extent.that
the loss is not otnerwise compensated, A quest;on arises

as to whether the maximum i1iability of the find should not
be eaqual to .the 5200,000,000 ceiling establisned for the
fund und2r section 103 of K.R. 47 and section 102 of H.R.
3711. We suggest that the bill specifically state the
extent of the fund's liability. _

v

Owner's or operator's financial responsibility

Section 106(b) of H.R. 47 provides that the owner or
operator of an onshore facility which does not have the
capacity to handle more than 750 barrels of oil in orne day
is :elleved of the requirzmant to maintain evidence of
financial responsibility. H.R. 3711 does not inélude a
similar exemption for smiall operatnrs, Some owners or .
operators may be responsible for & number of smaller facili-
ties witn an aggregate capacity of over 750 barrels, which
could contribute to the hazards of 0il discharges similar
to that of a Bingle larger facility. We, therefore, -suggest
that the reguirement in H.R. 47 be modified to limit the
exenption to owners or operators with facilities having 2
daily Capacxtv of not more than 750 barrels of o0il "in the'
agaregatce.
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Annual_report to the Conaress

section 113 of H.R. 47 would require the Secretary to

. submit within 6 months after the end of each figcal year a

report to the President of the Senate and the Speaker of

“«he House Of Representatives on the administration of the

compensation fund during such fiscal year and his recommenda~
tions for any additional leoislative authority that may be

‘needed. H.R. 3711 does not contain a similar reporting re-

guirement. We believe that periodic reporting to the Congress
is desirable and important in view of the concern of the
Congress and the public over the increating incidence of oil
sfills and the resulcring damages and that the legizlction under
consideration by the Committee should contain such requirement,

|

Qpproprlation‘ivfhﬁrliaflb:

.\ S8ection 114 of H.R. 47 states that such suins as may be
necussary to carry out the purposes of the bill are author-
ized to be appropriateé out of general revenues or moneys

-in the fund. Section 112 of H.R. 3711 would authorize

similar appropriations but does not apecify the source of
theﬂmoney. We see no reason foi appropriating general
finds for this proaram. We suggest that the appropriation
be limited to moneys in the fund, .except possibly for an
initial anount to cet the vrogram under way. Any such
amount should be subject to repayment from the funa.

Some suggested techniccl changes to H.R. é7 are enclosed.

. . %? Y youx:ss,,p..,,.uE
'hlug Comptroller General

of the United States

Enclosure






