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Managers
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Dear Sirs

Regulations of the People’s Republic of China on the Prevention and Control of Marine
Pollution from Ships

Background

On 1 March 2010, the Regulations of the People’s Republic of China (PRC) on the Prevention
and Control of Marine Pollution from Ships (“the Regulations”) (promulgated by the PRC
State Council on 9 September 2009) will take effect. The aim of the Regulations is to
establish comprehensive rules governing oil pollution prevention, response and clean up
within PRC waters.

The intention of this circular is to summarise the key provisions of the Regulations.
The International Group (IG) understands that the PRC’s Maritime Safety Agency (MSA) is
drafting further implementing legislation to give effect to a number of the provisions
contained in the Regulations, including the requirement to contract with approved pollution
response companies and the requirement to maintain insurance or other financial security to
cover liabilities arising from oil pollution damage. The IG will continue to engage with the MSA
in this regard and, as appropriate, the Association will issue further circulars.

Overview

The Regulations cover a wide range of issues, such as: the discharge and reception of
oil pollutants; dumping of waste and permissions for dumping; oil pollution response
planning; oil spill clean-up arrangements, reporting and emergency handling of pollution
incidents; investigation and compensation of pollution incidents; supervision of the loading,
lightering and discharging of polluting hazardous cargoes; and penalties for contravening
any of the Regulations:.

The Regulations also introduce into PRC law a compulsory insurance regime for all ships
(except those that are less than 1,000 gt and not carrying oil cargoes) to cover claims arising
from oil pollution damage. This would also seem to provide the necessary implementing
legislation to give effect to the insurance provisions of the International Convention on Civil
Liability for Bunker Oil Pollution Damage, 2001 (2001 Bunkers Convention) (which the
PRC ratified at the end of 2008) and the 1992 International Convention on Civil Liability for
Oil Pollution Damage (1992 CLC) (which the PRC ratified some years ago).
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The Regulations also make provision for the establishment of a domestic Ship Qil Pollution
Compensation Fund, to be funded by contributions from receivers of persistent oil cargoes (or
their agents) which have been transported by sea to a Chinese port. (The PRC is not a State
party to the 1992 International Convention on the Establishment of an International Fund for
Compensation for Oil Pollution Damage (1992 I0PC Fund)).

The MSA will be the designated authority for enforcing the Regulations and is therefore the
responsible agency for the specific supervision and administration of prevention and control
of marine pollution by ships and relevant ship operation activities. Overall responsibility will
rest with the MSA in Beijing, with regional MSAs having local authority (as required).

Scope

The Regulations cover any ship-sourced pollution and any ship-related operation that causes
or may cause pollution damage in the internal waters, territorial waters and the contiguous
zones, exclusive economic zone and continental shelf of the PRC and all other sea areas under
the jurisdiction of the PRC (irrespective of where the pollution occurs).

Requirement to contract with an approved local clean-up contractor

The Regulations require the operators of any ship carrying polluting and hazardous cargoes
in bulk or of any other vessel above 10,000 gt to conclude a pollution clean-up contract
with an MSA-approved pollution response company before entering a PRC port. “Operators”
is not defined in the Regulation but the IG will seek clarification and advice from the MSA
in this respect.

It is the IG’s understanding that these clean-up contractors will bear responsibility for
conducting clean-up operations in the event of an incident, under the MSA’s supervision, and
with the intervention of the MSA if the capabilities of the contractor are exceeded. It is
understood that there will be more than one contractor in each of the Chinese ports.

The MSA is currently approving contractors in the various Chinese ports and further legislation
will be issued in the near future. This legislation will cover both the response contracts that will
need to be concluded by operators and the contractors that have been approved by the MSA.
The IG is engaged with the MSA in this regard and the Association will provide a further update
to Members once any further clarification that is obtained.

The IG understands that there will be four levels of contractor designated by reference to their
capability to respond to spills of differing size and extent. The additional implementing
legislation will clarify, in terms of levels, with which contractors operators will need to contract
depending on their type of trade and size of vessel.

Although the MSA has undertaken to complete the inspection process of contractors within
30 working days from the date of receiving their application for approval, this is likely to result
in a very short time-period within which operators can conclude such contracts prior to
1 March 2010. The IG understands that an extension may be given to the entry into force date
of these provisions in the Regulations on concluding response contracts but, in the event that
such an extension is not forthcoming, every effort will be made to ensure that Members are in
compliance by 1 March 2010.

Generally, breach of the Regulations carries a series of possible fines, ranging from RMB 10,000
to RMB 300,000 depending on the facts and, logically, per breach.



Clean-up costs

In respect of compensation for costs incurred in the event of an incident, the Regulations seem
to provide that priority shall be given to the costs of response organised by the Government.
Before commencing her next voyage, any vessel involved in an incident, where response action
has been taken by the MSA, is required to pay the MSA’s costs or provide a relevant financial
guarantee. The form of the guarantee to be provided (e.g. IG Club letter or local PRC
insurer/PRC bank guarantee) is still to be clarified. The Regulations also provide that the MSA
may detain the vessel while investigating any such incident.

On-board emergency response plans

The Regulations require shipowners, operators or managers to maintain emergency response
plans for the prevention and control of marine pollution. It is understood that a MARPOL
Shipboard Oil Pollution Emergency Plan (SOPEP) will be sufficient to meet this requirement.

Insurance and Liability Issues

The PRC is a State party to the 1992 CLC and the 2001 Bunkers Convention. The liability
provisions in the Regulation largely mirror those contained in those Conventions, which
provide for strict liability of the owner! for pollution damage arising from the carriage of
persistent oil by sea (1992 CLC) and strict liability of the shipowner? for pollution damage
caused by spills of bunker oil (2001 Bunkers Convention).

All vessels trading within PRC territorial waters, with the exception of those below 1,000 gt that
are not carrying oil cargoes, will be required to maintain insurance or other financial security
cover to satisfy the requirements of the Chinese Maritime Code or the 1992 CLC and 2001
Bunkers Convention, where applicable.

The MSA will determine and publish a list of competent insurance providers that will be
qualified to provide the necessary insurance cover, in much the same manner as has been the
case since 2007.

Reporting

Any pollution arising, or likely to arise from, an incident within the territorial waters of the PRC
or beyond the territorial waters of the PRC under the PRC’s jurisdiction, must be reported to the
local MSA. The accident report must contain the following information:

e The ship’s name, flag of registry, call sign or IMO number;

e The name and address of the owners, operators or managers of the ship;

e The time, place, weather and sea condition of the accident;

e Preliminary determination of the cause of the accident;

e The type, quantity, stowage, location of the pollutant substance on the ship;
e The degree of the pollution;

e The pollution control and disposal measures adopted, and to be adopted, and the
status of the control of the pollution and the salvage requirements;

e Any other required information.

1 Defined as the person or persons registered as the owner of the ship or,in the absence of registration, the person
or persons owning the ship.
2 Defined as including the registered owners, bareboat charterers, managers and operators.



The International Group will continue to monitor both the implementation of the Regulations
and the development of further legislation designed to give effect to a number of the
Regulation provisions, and will continue to engage with the PRC MSA in this regard. A further
update to Members will be provided by the Association in due course.

Yours faithfully
Tindal Riley (Britannia) Limited
Managers

All Clubs in the International Group of P&I Clubs are issuing similar circulars.

This Circular should be placed in the Binder in Section 4. Pollution




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


