MARPOL fines for oil pollution and
operational best practice

Members are reminded that club cover for fines under the International Convention for
the Prevention of Pollution from Ships (MARPOL) is discretionary. They should not
expect the club’'s board to approve reimbursement, save for under truly exceptional
circumstances. The board may also impose a penalty to reflect amember’s culpability.
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MARPOL is the main
international convention
coveringthe prevention
of pollution of the marine
environment by ships.
The club has covered the
MARPOL requirementsin
previous publications,
which are available onits
website.

Inrecent years, the club has seenan
increase in both the number of fines

for MARPOL violations in respect of oil
pollutionand also the level of fines. This is
particularly soin the USA, where MARPOL
fines have runinto millions of dollars.

Basis of liability

Theillegal practices that resultin MARPOL
investigations and prosecutions usually
involve:

* bypassing the oily water separator
when dealing with bilge water or the
discharge of sludge overboard rather
than by incineration or disposal ashore

* unauthorised alterations to the piping
arrangements in the engine room

* theuse of flexible hoses or
so-called ‘'magic pipes’

* theprovision of false statements and
records, conspiracy and obstruction
of justice (witness tampering and
destruction of evidence).

A shipowner can be found guilty of MARPOL
violations even if it was unaware of the
crew's actions, if those actions benefitted
the company (generally interpreted to
mean saving money) and were related

to the crew’s responsibilities. It is then

for the shipowner to demonstrate that

it hadin place adequate environmental
policies and procedures to prevent this.
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Club cover

To have any prospect of recovery from
the club, amember needs to satisfy the
board that it had taken all such steps

as appear to the board to have been
reasonable to avoid the event givingrise
tothefine. Thisis a very difficult test to
meet and involves detailed scrutiny of
the circumstances of the offence, as well
as an assessment of the environmental
policies and procedures in place.

There will be no recovery in the event of
any personal act or default on the part

of amember (orits managers) or where
there has been wilful misconduct. Because
cover for MARPOL fines is discretionary,
the club will only provide security as a

last resortand a member will need to
provide adequate counter-security,
usually by way of a bank guarantee.

Interms of claims handling, amember
would be expected to actas a ‘prudent
uninsured' in responding to proceedings.
Any claim for reimbursement could then
be submitted for the board's consideration
at the conclusion of the matter.
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Operational best practice

The December 2007 Standard Bulletin
and October 2014 Standard Safety
provided a summary of MARPOL
operational best practice. The

main issues to be addressed are:

* aclearenvironmental statement
that places proper oil waste
management practices above cost
savings and operational expediency

* ano-blame culture, with open
reporting of allillegal practices

* shore-side management
supervision, with a senior
personin the company
responsible for environmental
compliance reporting to the chief
executive and/or the board

* recognition of the critical role of
ship superintendents in monitoring
compliance with environmental
procedures and, in particular,
detailed analysis of discharge
records through oil record books
and the ship's documentation

» effective on-board management
of oil waste systems by the
chief engineer and master

* installation of the most up-to-
date equipment with an effective
maintenance programme, prompt
procurement of spares, adequate
holding tank capacity and shoreside
discharge facilities, if required

» periodic testing of equipment and
tamper-proof measures to make
bypassing difficult and detectable

e accurate and honest documentation
of oil waste management
practices, with prompt reporting
of any problems to shoreside
management for possible escalation
toflag or port authorities

» formal trainingon MARPOL
requirements, both on board
and ashore —this should be
provided on aregular basis and be
supported by safety publications

* audits andinspections for
MARPOL compliance conducted
by superintendents and external
inspectors, with proper testing
of equipment and interviews
with engineering crew —results
should be clearly documented for
review by senior management,
with recommendations
forimprovements.

Conclusion

Ensuring MARPOL compliance is of
criticalimportance for members,
given the potential for very harsh
civiland criminal penalties which will
likely not be covered by insurance.
Clear, robust written policies and
procedures supported by training,
supervision and effective senior
management oversight are essential.

However, it is the establishment and
maintenance of a company-wide
culture of compliance among ship and
shoreside staff, actively promoted by
the chief executive and other members
of senior management, that is the

key to mitigatingriskin this area.
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http://www.standard-club.com/media/1788129/standardbulletin-dec07.pdf
http://standard-club.com/media/1558252/marpol-annex-1.pdf
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This Standard Bulletin is published on behalf of

The Standard Club Ltd by the managers' London agents:
Charles Taylor & Co. Limited

Standard House, 12-13 Essex Street, London, WC2R 3AA, UK
Registeredin England No. 2561548

The information and commentary herein are not intended to
amount to legal or technical advice to any personin general or
about a specific case. Every effort is made to make them accurate
and up to date. However, no responsibility is assumed for their
accuracy nor for the views or opinions expressed, nor for

any consequence of or reliance on them. You are advised to seek
specificlegal or technical advice from your usual advisers about
any specific matter.

Telephone: +44 203320 8888
Emergency mobile: +44 7932 113573
E-mail: pandi.london@ctplc.com
Website: www.standard-club.com

Please send any comments to the editor, Jason Wee,
and the deputy editor, Ben Chandler.

E:jason.wee@ctplc.com T:+65 68062875
E:ben.chandler@ctplc.com T:+65 65062858

The Standard Club issues a variety of publications and web alerts on topical issues and club updates.
Keep up to date by visiting the news section on our website www.standard-club.com

The Standard Club Ltd is regulated by the Bermuda Monetary
Authority. The Standard Club Ltd is the holding company of
the Standard Club Europe Ltd and the Standard Club Asia Ltd.
The Standard Club Europe Ltd is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority.

The Standard Club Asia Ltd is regulated by the Monetary
Authority of Singapore.

Charles Taylor & Co. Limited [FRN 406513] is an appointed
representative of Charles Taylor Services Limited [FRN 520262]
whichis authorised and regulated by the Financial Conduct
Authority.

The Standard Syndicate 1884 is managed by Charles Taylor
Managing Agency Ltd. Charles Taylor Managing Agency Ltd is
aLloyd's managing agent andis authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority.
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