ALAJKA
4412

LELIOLAT URL
STRA fl

Uu M i
SJR 11

TELTID

1/\

Vo-17UU

VU |2

Q1)



02-519 (REV 8/78)

RECORDS
CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions h*ave been made.

Date






8Infltn & tntec IegWisIature

SINA IOlt
JOHN It. * JACK” COGIHLI JUNICAD, ACASKA 99811
Chairman _ (907) 465-4921
Serator Jan Fiiks- Vice Chaiiman (J; j.>
Serator Milch Abnml \™ = |

Senator Paul Fisder .
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M EMORANDUM

TO: REPRESENTATIVE CATO
FROM: SENATOR COGHILI/Z"
DATE: MAY 3, 1985

RE: CS FOR SJR 11

Our transportation commi ttee substitute for Senate Joint
Resolution 11, tirging the repeal of certain portions of the
Merchant Marine Act of 1920, 1is currently 1in your committee.

As detrimental to Alaskan commerce as some parts of this Act
are, 1 feel their repeal is clearly in the best interest of
Alaskans and the nation. It is our duty to let the United
States know where we stand on this 1issue.

I would urge you to schedule CSSJR 11 for a hearing 1in the
House Transportation Committee as soon as possible before
the session ends. Thank you.
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Attached are background materials relevant to SJR 11, which urges

the repeal

of the federal Jones Act, and which 1is the subject of this

afternoon®s committee meeting.

Included

in the packet along with SJR 11 are:

The Merchant Marine Act of 1920 (the Jones Act)

The final report of the Alaska Statehood Commission,
issued January, 1983, and recommending repeal of the
Jones Act

The executive summary of a report on the effect of the
Jones Act prepared for the Statehood Commission

The position of the Governor, dated June, 1983,
supporting repeal of the Jones Act

Text of the ATC initiative, which becomes effective on
February 28 (tomorrow) and which 1includes a provision
regarding repeal of the Jones Act

A news clipping from the Seattle P-1, indicating local
interest in the Jones Act



SRS3F

&latfea if>tate legislature
SENATOR

JOHN B. “JACK” CGGHILL
Chairman

Senator Jan Faiks— Vice Chairman
Senator Mitch Abood
Senator Paul Fischer
Senator Joe Josephson

Senate Com m ittee
on
Transportation

TO: COMMITTEE MEMBERS

FROM: COMMITTEE STAFF

DATE: FEBRUARY 26, 1985

RE: SJR 11 REPEAL OF THE JONES ACT

BACKGROUND

POUCH V
JUNEAU, ALASKA 99811
(907) 465-4921

The term Jones Actl refers to Section 27 of the Merchant Marine Act of

1920, which states;

"No merchandise shall be transported by water, or by

land and

water,... between points in the U.S.... either directly or via a

foreign port or for any part of the transportation,

in any other

vessel than a vessel built in and documented under thelaws of the
U.S. and owned by persons who are citizens of the U.S."

The purpose of the Merchant Marine Act of 1920 is;

"That it is necessary for the national defense and forthe proper
growth of its foreign and domestic commerce that the United States
shall have a merchant marine of the best equipped and most suitable
types of vessels sufficient to carry the greater portion of its

commerce and serve as a naval or military auxiliary

in time of war

or national emergency, ultimately to be owned and operated private—

ly by citizens of the United States..."

JONES ACT EFFECT ON ALASKA

The Jones Act Cost Penalty.

The Jones Act restricts the "coastwise" waterborne transportation of the
United States, including transportation between Alaska and Lower-48
ports and transportation within Alaska, to vessels that are US-built,
US-owned, US-registered, and manned by US nationals. Detached from the
other states on the extreme Northwest corner of North America, Alaska
depends disproportionately on ocean transportation for its economic



links with the rest of the nation. The Jones Act has long been a point
of contention between Alaskans and other Americans - it was on* of the
grievances that motivated Alaska®s struggle against "colonialism™ and

the desire to become a State; 24 years after Statehood some Alaskans
still regard the law as a symbol of their state®"s second-class membership
in the American union.

Whatever transportation-cost penalty the Jones Act carries 1is imposed
disproportionately on the Alaska economy. In general, the relatively
small size of Alaska®s economy makes it a "price-taker"” in national and
international markets. That is, both the prices of goods exported from
Alaska and those of goods imported into the state tend to be set in
larger markets outside 1its borders. Higher transportation costs are
thus added to the cost of Alaska®s imports, and subtracted from the
market prices of her exports. Thus, the prices of most consumer goods
in Anchorage are composed of a price determined in some outside market,
plus the transportation cost from that market to Anchorage. This does
not include local distribution markups.

Alaska®s position as a price-taker means that its economy tends to
suffer a double penalty from any adverse transport-cost differential.

In general, the state®s exports to Lower-48 markets will have lower
prices at their point of origin than would otherwise have been the case.
The most obvious 1impact of this kind is on the state government®s
natural resource royalties and sevorence taxes, which are keyed to
netback prices.

The biggest cost impacts of the Jones Act will be on crude oil, Alaska’s
chief export commodity. The estimated reduction in the value of Alaska
crude resulting from the Jones Act is $225 million per year.

Alaska North Slope Crude must be shipped pursuant to Jones Act regu—
lations, which provide an exclusive monopoly to U.S. flag ships for all
domestic intercity shipborne freight. The transportation of ANS crude>
accounts for more than half the business conducted by the Jones Act
tanker fleet. It is contended that the majority of Jones Act tankers,
however, are aging, inefficient, and uncompetitive with foreign flag
vessels. The inefficiency stems from; very high labor costs; direct tax
subsidies for construction and operating costs; indirect tax subsidies
from wellhead-price manipulation by vertically integrated oil-and-tanker
companies, allowing greater shipping costs to be offset against reduced

wellhead netbacks.



Below is a comparison of transportation differentials between markets:

Valdez to Japan $0.50
Persian Gulf to Japan 1.00
$0.50
Valdez to Gulf Coast $4.00*
Persian Gulf to Gulf Coast 2.00
$2.00

*With Trans Panama Pipeline ($5.00 without)

As shown from these equations, there is an efficiency loss equaling
$2.50 per barrel. Consumers everywhere lose because economic efficiency
has been sacrificed resulting in higher delivered costs to both markets.
While Valdez to Gulf Coast is just twice the distance from Valdez to
Japan, transportation costs are 10 times as high. The bulk of this
expense 1is directly attributable to Jones Act tanker costs, which do not
compete with foreign-owned tankers 1in the U.S. trades.

SUMMARY OF FINDINGS ON THE JONES ACT FOR THE ALASKA STATEHOOD COMMISSION

The Alaska Statehood Commission prepared a report in January of 1982.
In this report was the commissions conclusions on the Jones Act. Listed
below are some of those conclusions:

The costs of industry subsidies are not evenly distributed
nationwide, but are borne by heavy users of Jones Act protected
shipping.

Many Alaskans have called the Jones Act a gross form of
discrimination against Alaska.

We (AK Statehood Commission) believe that if national security
requires a protected merchant fleet, all the nation - not just the
states heavily dependent o;i shipping - should support the cost.

Transportation 1is Alaska®s lifeline, and Alaska®s growth needs may
be severely restricted by the Jones Act because of its
inflexibility and the unwillingness of interests that benefit from
the act to allow even small changes.

We find from our preliminary studies of the Jones Act... (that it)
discriminates blatantly against Alaskans, helps drive up the cost
of living here, and stifles economic development.



NOT JUST ALASKA

The Jones Act repeal 1is not just an Alaskan issue. Other states are
adversely impacted as well. A recent article in the Seattle Post
Intelligencer, (2-22-85) mentions that the Jones Act has failed in many

respects:

The U.S. fleet has diminished over several decades from 1,300 to
400 vessels. Commercial shipbuilding in the country has come to a
virtual standstill.

These laws "keep Seattle from becoming a premier destination for cruise

ships. Foreign-flag ships, unable to transport passengers between U.S.
ports, dock instead in Vancouver, B.C., when cruising to and from
Alaska.™ "A cruise ship exemption could inject millions of dollars into

the local economy from passenger traffic through Seattle."

CONCLUSION

The largest adverse effects of the Jones Act for Alaska are likely to be
in the future, as transportation costs for crude oil and other minerals
can be an important factor determining the economic feasibility of
developing specific deposits.

* Information for this committee report was taken from:
More Perfect Union; A Final Report by the Alaska Statehood

Commission. January 24, 1983.
The Jones Act And Its Impact On The State Of Alaska; Volume 1I:
Executive Summary and Volume 1Il: Final Report. July, 1982.

Alaska®"s Economy and The Merchant Marine Act of 1920;
September, 1982.

The Alaska Oil Export Ban; A briefing paper by the Legislative
Budget and Audit Committee, April 23, 1983.
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Jones Actis debated here
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The economic trade-offs of pro-
tectionism for the U.S. maritime
fleet have created powerful cross-
winds over Puget Sound.

Laws that restrict coastal trade
to domestic ships give U.S. shipyards
their lest hope of reviving the
building ofcommerdal Sh!P-S' Local
shlpklardsenvmon the Pacific North-
west*beramtag'The'natlon’s center'
for cruisaship construction.

These same protectionist laws,
howeYerPikeep Seattle from becom-
ing a'jpremier destination for cruise
shipsicFdfcign-flag ShIBS, unable to
transnorttﬁas.sehgers etween UJS.
Borts 'dock instead;;Jn Vancouver,

.C.;--when_cruising" to and from
Alaska G '

ska.5? ' 0- <
These competing interests., were.-

highlighted yesterday at a Chamber
of Commerce forum held on the
Jones Act, a 1920 law intended to
ensure the United States maintains a
viable maritime industry.

Some forum Partlmpants, howev-
er, noted that the Jones Act has
falled in many respects.

The U.S." fleet has diminished
over several decades from 1,300 to
400 vessels. Commercial shlpbu_lldln?
in the country has come to a virtua
standstill. The nation uses jets in-
stead of ships to mobilize its troops'

in warfare. . .

“We are looking at a dinosaur 63
)(ears old," noted” Richard Smith,
orum moderator, .

- 1Ken Fox, senior vice president ot
Tacoma Boatbuilding Co., said not to
give up yet on domestic ship con-
Struction. Fox said his company

?Ianslto invest SL5 million for
acilities to build an 800-passenger
ship on order.” v

If financing for the cruise shi\o
comes through, construction will
keep 60 engineers and 200 craftsmen’
busy for several years. Fox said.
About $30 million of materials will be
bought locally to build the ship.

This, boost to the Puget Sound
economy would be .dashied e an
exemption fa-thee+Tones was
provided for cruise ships, Fox said.

But:a cniise .ship exemption
could inject millions of dollars into
the local economy from passenger-
traffic through SeaCTle. said Barbara ;
GoeJU”mariceting-;'directdr. for the
Rembold Corp.; wachJsbuH_dmga'-
$33 million cruWw |E’/ germlnal af:

Pier 66.: o 4
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Bill would recommend action that would increase the value of Alaska®"s crude oil
production by reducing transportation costs to lower 48 markets. As a result tax
and royalty collections would increase by an estimated $86 million per year.
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BACKGROUND

The purpose of the study is to provide "an expert and objective analysis of
the economic effects of the Merchant Marine Act of 1920 (The Jones Act) on

the economy of Alaska,"” considering:

. The costs which the Act adds to the wultimate price of
important classes of freight coming to and leaving Alaska;

. The effect of the Act on the cost and standard of living in
Alaska;
. The effect the Act has upon further development and

expansion of shipping-dependent industries;
. The composition of the U.S.-flag Jones Act fleet;
. The effects higher shipping costs have on state revenues;

. Other important effects the Act may have upon Alaska's
economy, resources, and future development.

The Jones Act

The term "Jones Act" refers to Section 27 of the Merchant Marine Act of
1920, which states:

No merchandise shall be transported by water, or by land and
water between points in the U.S either directly or via a
foreign port or for any part of the transportation, in any other
vessel than a vessel built in and documented under the laws of
the U.S. and owned by persons who are citizens of the U.S.....

Because Section 27 restricts U.S. domestic waterborne trade to vessels oi
U.S. construction, U.S. registration, and U.S. ownership, the Jones Act has come
to be referred to as the U.S. cabotage law. Cabotage refers to the reservation
of a nation's domestic cargo to ships of that nation's fleet. It could be described
as aform of protectionism applied to transportation services. In fact, the
purpose of the Merchant Marine Actof 1920 is stated clearly in the preamble
of the Act:

That it is necessary for the national defense and for the proper
growth of its foreign and domestic commerce that the United
States shall have a merchant marine of the best equipped and
most suitable types of vessels sufficient to carry the greater
portion of its commerce and serve as a naval or military
auxiliary in time of war or national emergency, ultimately to
be owned and operated privately by citizens of the United
States....



Factors Leading Up to Passage of the Act

To understand why the Merchant Marine Act of 1920' was enacted, it is
first necessary to review the U.S. experience in World War I.

At the beginning of World War | in 1914, the British maintained the world's
largest merchant fleet with over 8,500 vessels. The remaining protagonists,
together with Britain, accounted for over 14,000 vessels or nearly 60 percent of
the world fleet and over 65 percent of the world’ tonnage.

As the warring nations recalled their merchant fleets to military service
or lost them in action on the high seas, the U.S. began to experience a crippling
scarcity of vessels for its on-going commerce. Commodities and goods were left

literally rotting on the piers. A major shipbuilding program to provide the
country with the ships necessary to carry men and materials to Europe for an
extended war was undertaken. However, only a few vessels were delivered

before the armistice ending World War | was declared in November of 1918.

The experience of World War | indicated to U.S. lawmakers the dangers of
relying on foreign-flag fleets. In the summer of 1919, the Senate Commerce
Committee chaired by Wesley L. Jones, Republican from the State of Washington
(1909 to 1932), began working on a revision of the national maritime laws.
Under Jones’ direction the Merchant Marine Act of 1920 was passed into law.

EXCEPTIONS TO THE ACT

A variety of circumstances and conditions have resulted in differing
exceptions to the Jones Act for some territories and states. The third and
fourth proviso exceptions to Section 27 of the Merchant Marine Act of 1920 are
examples of exceptions that apply to Alaska. For practical purposes, the third
proviso allows the use of foreign owned, registered, and built ships for carrying
cargoes between Alaska and the lower 48 states via Canadian ports so long as
rail movement is involved, while the fourth proviso applies to movements on the
Yukon River.

There are other exceptions. For instance, trade with the U.S. island
possessions of Guam, Tutuila (American Samoa), Wake, Midway and Kingman
Reef may be carried on foreign built U.S.-flag vessels.

Of direct interest to Alaska are the conditions that govern t; ide to the
Virgin Islands. For historical reasons, the Virgin Islands are exempt from the
Jones Act. As a result, Alaskan crude oil can be shipped out of Alaska on
foreign-flag vessels to a refinery in the Virgin Islands. The product can then be
shipped foreign-flag to the U.S. mainland. Data compiled by the Maritime
Administration indicate that this route accounts for about 5 percent to 15
percent of Alaskan oil shipments.

THE JONES ACT FLEET

The Jones Act fleet consists of those vessels eligible to engage in the
coastwise trade. Generally, that includes any vessels built in the U.S., under



U.S. ownership, registered under the laws of the U.S.. and not restricted because
of subsidy status. Vessels that have received Construction. Differential Subsidy
(CDS) or are receiving Operating D ifferential Subsidy (ODS) from the Maritime
Administration cannot serve the cabotage or coastwise trade without special

waivers.

Currently, the Jones Act fleet accounts for 60.7 percent of U.S.-flag
tonnage. Most of these vessels are tankers; in that category, 86.8 percent of
all vessels are eligible for coastwise trading. Data appear in Table 1.

The Alaska trade fleet of six*/ dry cargo freighters and 88 tankers
constitutes 28.8 percent of the Jones Act fleet and 16 percent of the active
U.S.-flag privately owned fleet.

Alaska trade freighters constitute only 8.6 percent of the total Jones Act
eligible freighters. The containerships are smaller than those generally found in
the Jones Act fleet and the Ro/Ro ships are larger. Among tankers, the Alaska
trade fleet is made up of 34.4 percent of the total Jones Act fleet, but has 54
percent of the carrying capacity. This is because tankers in Alaska service are
larger than the fleet average. Data appear in Table 2.

ALASKA WATERBORNE TRADE

Alaska's waterborne commerce is dominated by crude oil shipments from
Valdez which accounted for 89.5 percent of Alaska's total port activity in 1979.
When crude oil shipment's are subtracted from the total, remaining waterborne
commerce is 345 percent foreign imports and exports, 47.5 percent coastwise
receipts and shipments, and 18 percent internal receipts and shipments. Data
illustrating the relationship of total foreign, coastwise, and internal movement
of the top ten Alaska ports shown in Figure 1. Excluding crude oil shipments,
the activity of the top ten Alaska ports includesapproximately 60 percent of the
state's total waterborne commerce.

Coastwise dry cargo shipments out of Alaska move primarily to the Pacific
Northwest (Seattle and Tacoma). Of the total, 51.2 percent move to the Pacific
Northwest, California receives 159 percent, and internal shipments within
Alaska account for the remaining 32.9 percent.

Tanker movements from Alaska are destined primarily for refineries in
California. Panama, the Pacific Northwest, and Hawaii also receive varying
amounts of Alaska crude, based on the 1979 data.

Coastwise dry cargo shipments to Alaska originate to a large degree in the

Pacific Northwest (77.3 percent). A very high proportion of the cargo moving
to and from Alaska's smaller ports is transshipped via the major ports.

U Includes Sea-Land and TOTE; excludes barge services.



TABLE 1

PROPORTION OF JONES ACT VESSELS
TO TOTAL U.S.-FLAG VESSELS

ber of Vessels

Num
Jones Act Total
A. DRY CARGO 70 280
B. TANKERS 256 295
C. TOTAL 326 575
TABLE 2

US-FLAG PRIVATELY-OW

OF 1,000 GROSS TONS OR MORE
January 1,

%
25.0
86.8

56.7

DWT (000)

Jones Act Total
1,119.0 5,123.7
11,950.3 16,409.2
13,069.3 21,5329

NED, SELF-PROPELLED VESSE

1982

%

LS

Serving Total. Serving Serving Total
‘Alaska Jones 'Xct Alaska Alaska Jones Act
A FREIGHTERS 6 70 8.6 64.7 1,119.0
B. TANKERS 88 256 34.4 6,513.8 11,950.3
C. TOTAL- JONES ACT 94 221 28.8 6,578.5 13,069.3
FLEET -
U Privately-owned, self-propelled vessels of 1,000 gross tons or more
January 1, 1982
Source: U.S. Maritime Administration

72.8

60.7

%
Serving
Alaska

5.8

54.5



FIGURE 1

CARGO ACTIVITY OF CORPS OF ENGINEERS TOP 10 ALASKA PORTS
(EXCLUDING CRUDE OIL AT VALDEZ)

BASED ON TONS OF CARGO SHIPPED AND RECEIVED
1979
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Tanker cargo being received in Alaska, consisting of petroleum products
for consumption in the state, flows almost exclusively f.om California; a high
percentage is redistributed from larger to smaller Alaska ports.

Anchorage is the primary receiving port for consumer products, building
materials, and food. Whittier also serves the Anchorage market with the same
categories of cargo. Most of the high volume cargoes (commodities registering
annual volumes of 10,000 tons or more) moving into Alaskan ports other than
Anchorage and W hittier, consist of petroleum products.

ALASKAN SHIPPING COSTS

The Impact of Costs on Rates

The cost of shipping in the Alaska trade, and the cost premium caused by
the Jones Act, were estimated by comparing the cost of present vessel services
with the probable cost of those services were they operated with foreign-flag
ships. Although it is true that the observed impact on customers is conveyed
through shipping rates, not underlying shipping costs, and that competition and
value of service, or "what the traffic will bear,” establish freight rates for each
commodity in the short run, costs set the limits for freight rates in the long
term. In other words, although cost and rate may not be the same or even
similar for any given commodity at any given time, in the long run (and/or over
a mixture of commodities carried in the same service), rates are, in fact, cost
determined. Hence, the cost-based method is a valid approach for determining
the relative impact of differing governmental policies which affect the long
term character of a shipping market.

Shipping Costs 0
Ocean shipping costs can generally be divided into the following categories:

Capital

Manning and Subsistence

Fuel

Maintenance and Repair (M&R)
Supplies and Equipment
Insurance

Cargo Handling

Other Port Costs

Agency, brokerage, and Commission
Waterway Tolls and Pilot Fees
Corporate Overhead

There are exceptions, however. For example, tanker movements seldom involve
meaningful cargo handling costs, because this function is provided by shipboard
pumps, the cost of which is already part of other cost categories. Other types
of shipping have other costs—e.g., container ownership in the case of container

systems.



U.S.-flag Cost Disadvantages

Among the categories listed, not all are areas in which there- are cost
differences between U.S.- and foreign-flag vessels. The major areas in which
U.S.-flag vessels are at a disadvantage are:

. Crew wages — Generally, U.S. manning costs are higher, due
in part to higher rates of compensation and in many cases,
higher manning levels.

. Insurance — Insurance is usually higher because of higher U.S.
vessel repair costs and typically higher levels of medical care,
workmen's compensation, etc.

. Vessel acquisition — Vessel acquisition costs are higher because
of higher U.S. construction costs. In addition, delivery
schedules in the U.S. are said to be much slower, introducing
a cost of delay. The requirement for U.S. subsidized operators
to purchase U.S.-built vessels has been temporarily waived,
allowing U.S.-flag carriers to buy vessels overseas at cheaper
prices. This does not apply in the domestic trades, however.

. Vessel Maintenance and Repair — Vessel M&R is higher due to
the necessity for making repairs in the U.S.

. Overhead — Overhead is sometimes higher due to higher
general levels of salary for U.S. headquarters office staffs, to
the extra staff required for government compliance activity,
and the fact that foreign lines use agents in the U.S.

. Fuel Costs — In most cases U.S. fuel costs are higher because
steam turbine vessels are employed which have higher fuel
consumption rates than foreign-flag vessels that traditionally
use slow speed diesel engines.

U.S.- vs. Foreign-flag Shipping Comparisons

The SH&E Required Freight Rate model was used to calculate costs of U.S.
and hypothetical foreign-flag vessels in a representative sample of Alaskan
service, focusing on cost differences in the categories set out above. Summary
results from four runs appear in Tables 3-6, as follows:

Table 3 - Container vessel: Seattle-Anchorage

Table 4 - Roll on/Roll off vessel;, Tacoma-Anchorage
Table 5 - Crude Oil Tanker; Valdez-Los Angeles
Table 6 - Petroleum Products Tanker; California

to various Alaskan ports.



TABLE 3

SUMMARY OF U.S.-

AND FOREIGN-FLAG COSTS

FOR CONTAINERSHI1P -OPERATIONS

ANCHORAGE/SEATTLE

U.S.-FLAG
QosT QsT
W f res
TXKWSZ CATTGPT \OTAZ 1%))
hammimg ass sobsistzmct .. T0#371*1 75.95
1 61.33
] 10,385.71 11.06
sumizs A SYVIRVENT 118316 1.37
IS BAS 71 013
CAPITAL BTS 30,157.1*1 3311
NZYHSSSC costs *7.750.00 96.35
TZAVIHAL QOSTS 3*1,100.00 36000
tost costs +0,000.00 66,53
VATWAT TOILS A0 SHOT ntS 000 0.00
QMTAIMES Q5TS 7#371.13 %]7%
raosmoniMG ABTIS 1*3,000.00 153.
nzxn TMWSPOKTATIOM GCBTS 0.00 0.00
ACTVCT. NQOQ@WACZ, AVD GOMISSIO 1S 600.00 3000
QORKMATZ OVZRHZED 159.356.13 18310
TOTAL Co 9N7T7KSS 1,055.67
FOREIGN-FLAG
era? COST
[(Sif] ZMm
soqzmsz CATtoon \OTAZ 2
g an st o ap
L — e W
somi , , ,
nadies - #4371k 531
CAPITAL OCBTS 15.k38.57 S .59
mvZDOMINMG GCBTS 7.750,00 96.35
FHBECS Hhy G
VATSVAT TOLLS AD PILOT PSB 7000 0.00
COVTAIVM GOBTS 7S.371k3 i7 .
KZTIOVINC GOSTS 163,000.00 153.76
NZtOV TMAVSKMTATIOV QOSTS 0.00 0.00
ACACL AVD CC*KSSIQV 11.500.00 .
QOVKRATS 106.337.J1 3%888
TOTAL *50,151.3k 916.69



TABLE 4

SUMMARY OF U.S.- AND FOREIGN-FLAG COSTS
FOR RO/RO SHIP OPERATIONS
ANCHORAGE/SEATTLE

U.S.-FLAG
QosT QaosT

PER PER
HPEIKZICATIECW _ \OCE _TEU___
MANNING AND SUBSISTENCE 5* 9*0.00 19.50
FUEL © 90,303.27 72.35
MR 5,000.00 1.50
SUPPLIES AXD EQUIPVENT 900.00 0.81
INSURANCE 11.600.00 10.15
CAPITAL AOBIS 72,000.00 61.86
STEVEDORINC AO5TS 76,500.00 68.92
TERVINAL GOBTS 288,600.00 260.00
PCRT AOBTS *1*1,000.00 39.61
VATCRVAI TOLLS AN\D PILOT PEES 0.00 0.00
QONTAINER GCBTS 36,382.50 32.78
POSITIONINr. QOSTS 176,000.00 158.56
PEA ER TRANSPCRTATION GCSTIS 0.00 0.00
ACENC, BROKERAGE AND COVMISSION 21,200.00 21.80
CORRCRATE OERED 153,601.55 138.38
TOIAL 1,021,030.32 92255

[
FOREIGN-FLAG
QacsT QosT

PER PER

BEXPENSE CATECOO VOIACE TRV
MANNING AND SUBSISTENCE 19200 28.76
=0=N %7,106.6? 52.17
MR 9,000.00 3.60
SUPPLIES AND EQUIPVENT 900.00 081
INSLRANCE 5210.00 562
CAPITAL OCBTS 36,000.00 3243
STEVEDORNG OCBTS 76,500.00 8.92
TERVINAL OCBTS 281,(00.00 2(0.00
FONT GCBTS 94,000.00 0.64
UATERVAT TOLLS AND PILOT PEES 0.00 0.00
CONTAINER QOBTS 3631250 32.78
POSITIONING GCBTS 176,000.00 15856
FEHDER TRANSPCRTATION AOBTS 0.co 0.00
AGENCT. AND CCMISSION 24.200.00 21.80
e s 10672481 5515
TOTAL *19373.98 801.24



TABLE 5

SUMMARY OF U.S.- AND FOREIGN-FLAG COSTS
FOR VLCC OPERATIONS
VALDEZ/LOS ANGELES

U.S.-FLAG
TP (P
TZRCPST CATTGPT FOIACT TP
CAPITAL COSTS 23k.SSI.7k 117
HAPPIRG AHD SUSSISTTIRZ -(7.990. 71 0.72
na 337,090, 9 189
lits AN wipmht 1?%731%%% 88%
suppl 1 wipm ) . .
iz P 2395613 020
CAKO HAHDUEC 0.00 0.00
antp popt C0sts o 3k0.000.00 11/
accmct,, bpokipacx. AN comxissioch 0.00 ' 0.00
\VATTPAT ADPILOT TITS 0.00 0.00
QCPRCPATE OVEmiAD 0.00 0.00
TOTAL 717599.06 5.9
FOREIGN-FLAG
QosT QosT
TP P
tIPtP St CATTOCPT \OTACT m*'
CAPITAL COSTS 112,39k.37 0.9k
HAPHIPC APO SUBSISTTPCT K(,71k.k( 0.39
rva 227,090.91 1.(9
thP 7.H6.29 0.0t
SUPPUTS AVD tOUIPHTPT 3,7k3.1S
IHSVPAPCT 13,92k.50 8&5
CARCD PAHBUHC 0.00 0.00
OHP POPT O0BTS IkO.000.00 117
ACHPCT. PPOXTPAGL APO COMVISSIOH 0.00 0.00
VATSHAT TOLLS AHD PILOT PETS 0.00 0.00

CDPPCPATT OVPHU. 0.00 0.00



TABLE 6

SUMMARY OF U.S.- AND FOREIGN-FLAG COSTS
FOR PRODUCT TANKER OPERATIONS
LOS ANGELES/ANCHORAGE

U.S.-FLAG

QosT QosT

PR PR

okhsejgategory . VOIAE JION m
CAPITAL OSTS 103,385.71 3.93
MANNING AND SUBSISTENCE 131,366.67 3.75
RA. 15<«,133.33 w43
t*n *4,5)46.03 0.13
SUPPLIES AHD sJ JPVENT 11,365.08 0.33
INSLRANCE 23,730.16 0.65
CARZO HANDLING 0.00 0.00
OMHER POPT AOBTIS 31,600.00 0.63
ACEN\CY. BROKERACE APD GOVMISSION 0.00 0.00
VATERVAY TOLLS AND PILOT FEES 0.00 0.00
CCRRCRATE OERHED 0.00 _0.00
TOTAL +4)43,636.98 13.83
FOREIGN-FLAG

QosT QosT

PR PER

BEXPENSE CATEIRY __ OYXE

CAPITAL COBTS 51,1*3.86 | *6
MANNING AND SUBSISTENCE 66,636.67 191
FUEL 98.250.00 781
MR 3.977.78 011
SUPPLIES AND EQUIPHNT 11.365.08 0.32
INSURANCE 13.979.05 0.0
CARZD HANDLING . 0.00
OTHER FORT OOBTS 13,000.00 0.3*
ACENCT, BROKERACE. AND COVMISSION 0.00 0.00
VATERVAT TOLLS AND PILOT PEES 0.00 0.00
QCRRCRATE OER-ED 0.00 _0.00
TOTAL 757 5*1.*3 7.36



These summary runs indicate that the relative impact of the Jones Act on
Alaskan commerce varies with specific circumstances. For example, in liner
trades!" (represented by container and R'0/Ro vessels) a significant part of the
total cost relates to containers, cargo handling, and other cargo-related
functions. These are not affected by the Jones Act. Hence, the relative cost
difference between U.S.- and foreign-flag vessel service is less than, say, the
tanker trades, where Jones Act-affected cost categories make up a much larger
share of the total cost.

THE IMPACT OF SHIPPING COSTS DUE TO THE JONES ACT
Open Questions About the Jones Act

There are a number of unanswered questions relating to changing or
eliminating the Jones Act. They include:

. Is it preferable to remove all provisions of the Act or a
¢+ selected subset?

. What is the likely response by foreign shipping interests to a
relaxation of the coastwise laws? On what terms would
foreign owners and operators be interested in providing
service?

. What immigration problems, if any, would result from employ-
ing foreign seamen in the Alaska coastwise trade?

. If foreign-flag operations can be-introduced at great savings,
what has impeded foreign-flag vessels from being used more
extensively to carry coastwise cargoes via Canadian ports?

. What will be the U.S. labor reaction to the introduction of
foreign ships and foreign crews and what secondary effect
might this have on Alaska?

The Impact of The Act on Liner Services
The total U.S.-flag premium cost for liner services in the Alaskan trade

(i.e., services which transport package cargo such as consumer goods, auto-
mobiles, machinery, etc.) is about $41 million per year, as follows:

Container Ro/Ro Tuk Barges
Cost par trip - U.5.-flag 5981774 81,024,030 $195217
Cost p*r trip - foreign-flag 850,633 689373 138023
Not 313U16 1134637 537,168
Voyages par yaar X 15 X 100 X 200

320322980 813403700 57,437.600
GRAND TOTAL 541226260

U "Liner trades™ refers to all ocean freighter services which handle packaged
and piece goods, in contrast to "bulk trades”™ which handle petroleum, grain,
ore, and other bulk commodities.



The cost penalty applies to commodities as a group. How it may be
distributed to any specific commodity or group of commodities is uncertain; if
any one item is judged to pay less premium, then something else must
automatically be said to pay more, and the net result to the people of Alaska
is essentially the same.

With regard to the relative impact of the Act on inbound versus outbhound
commodities, the analysis indicates it is northbound liner commodities which are
most likely absorbing the cost premium, meaning the direct (or initial) impact
of the Jones Act is falling more heavily on Alaskan receivers cmd consumers
rather than on Alaskan businesses shipping their products southbound.

The Impact of the Act on the Crude Oil Trades

With regard to crude oil, the RFR analyses indicated the differential
between U.S.- and foreign-flag tanker operations in the Valdez to Los Angeles
service is $1.39 per long ton. For shipments from Valdez, transshipped at the

Panama Canal and sent onward to the U.S. Gulf Coast, the differential would be
$5.67.

Assuming an average annual U.S.-flag shipment rate of 80 million tons per
year, with two-thirds moving to California and one-third to the Gulf Coast via
Panama, the annual cost penalty ultimately being borne by Alaska through the
netback mechanism is $225 million. Clearly, the Jones Act's major impact on
Alaska is in the sphere of crude oil shipments.

MAJOR CONCLUSIONS
The Jones Act and Alaska’ Liner Service

. Commerce of the State of Alaska moving in liner services, mostly
consumer goods and business supplies, is absorbing an aggregate
annual cost of approximately $41 million because of the restrictions
imposed by the Merchant Marine Act of 1920.

. Due to the inherent directional imbalance of Alaska cargoes, the
incidence of higher costs and rates is having the greatest impact on
northbound cargoes.

. In the high-volume Anchorage-Pacific Northwest trade, the state may
have a potential for reducing rates by stimulating backhaul cargoes.
The extra cost of transportation for such cargoes would be low.

. In modern containerized-type operations, the bulk of the costs are
not flag related. Consequently, the scope for cost and rate
reductions as a result of introduction of foreign-flag services is not
as great proportionately as in other sectors of the merchant marine.

-13-



The Jones Act and Alaska's Crude Oil Transportation Service

. Alaska's net return from its oil sales is being reduced due to the
additional costs imposed by the Jone3 Act, which, based on current
conditions, are approximately $225 million per year.

Current Use of Exemptions from the Act

. The State of Alaska has some relief available from the Merchant
Marine Act of 1920. This relief is currently not being exploited.
Non-use of this loophole does indicate that the cost savings
ultimately available from use of foreign-flag vessels may not be as
great as has sometimes been supposed.

Changes in U.S. Maritime Policy

. In view of the Administration's apparent position to uphold the Jones
Act, efforts to have it rescinded in toto will be difficult in the
immediate future.

. Given the recent lifting of prohibitions on overseas-built vessels for
U.S. subsidized trades, the State of Alaska may wish to consider an
effort to obtain a waiver of the requirement to use vessels built in
the U.S. and place less emphasis on changing the remainder of the
Jones Act.

. The State of Alaska should develop a coordinated, thoroughly-
considered Jones Act strategy that seeks reasonable and politically
attainable concessions in areas where the cost impacts are most
meaningful. This approach has the potential for success, and can be
instrumental in reducing the impact of the Jones Act on the State's
economy.



Identical letters hand delivered to Senator Stevens and
Senator Murkowski on February 22, 1985.

' \
i February 21, 1985

The Honorable Don Young

U.S. House of Representatives
2331 Rayburn House Office Bldg.
Washington, D.C. 20515

Dear Congressman Young:

As you know, on November 6, 1984 Alaska voters approved a
ballot measure (Initiative No. 83-02) which directed me to
"seek repeal of federal statutes (the Jones Act) which
require the use of United States vessels to ship goods
between United States ports.”™ I am writing to ask for your
assistance in seeking this result.

The application of the Jones Act to Alaska has both
increased the costs of all domestic freight shipped to and
from Alaska and prevented the utilization of the most
efficient available transportation options. By imposing
higher transportation costs on domestic commerce, the Jones
Act also discourages the development of new petroleum and
mineral deposits in Alaska.

According to the Alaska Statehood Commission, the federal
government loses from $100-400 million dollars per year in -
oil revenues as a result of the higher transportation

charges the Jones Act imposes on the movement of Alaska

crude oil. The revenue loss occurs because transportation
charges are deducted from the value of Alaska oil prior to
the calculation of taxes. By reducing this value, the

higher transportation charges also impede the development of
marginal oil fields on Alaska®"s high cost North Slope.

Another serious problem with the application of the Jones
Act to Alaska arises from the fact that it results in the
strict separation of domestic and foreign waterborne
commerce. Alaska could be economically served by vessels
travelling from the U.S. Pacific Coast to the Orient.
Western Alaska communities, with their severe employment






The Honorable Don Young -2- February 21, 1985

problems, would particularly benefit from the ability to
combine their domestic trade with this foreign service.
However, the vessels currently providing international
service are prohibited from stopping in Alaska by the Jones
Act. Promising fishing ventures have been hampered by these
restrictions.

Studies of the cost of the Jones Act to Alaska consumers
have determined that approximately $40 million dollars a
year are added to the building materials, business supplies,
and consumer goods shipped to Alaska. Given the existing
high costs of living and working in Alaska, this additional
burden 1is especially difficult for Alaskans to endure.

We understand the importance of the United States®™ cabotage
laws and the necessity for a strong domestic merchant marine
industry. However, Alaska is unfairly shouldering this

goal by supporting about one-third of the entire Jones Act
fleet, with the attendant effects of reduced resource
development and higher costs. Nor has the Jones Act proved
effective in stemming the decline of the U.S. merchant
marine industry, which by relying on protectionism has lost
business to other transportation modes and more efficient
foreign ships and operators.

We realize that in the past Congress has shown no
inclination to repeal the Jones Act. While recognizing the
current situation, we would like to work closely with you in
pursuing the objectives of the initiative. Toward this end,
I will be in Washington, D.C. 1in late February and would
like to discuss possible strategies with you at that time.

Thank you for your consideration of this important matter.

Sincerely,

Bill Sheffield
Governor



The Honorable Don Young -3- February 21, 1985

bcc: Attorney General Norman Gorsuch, Dept, of Law
Commissioner Loren Lounsbury, DCED
Commissioner Richard Knapp, DOTPF
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strong American merchant marine fleet, and tugboat cafoacity,
barge capacity, and the car?O sh|Es themselves. It is the only way
we can develop the Stale of Alaska with the dependable source of

transportation that we need. ,
That is the reason | am a cosponsor of the hill. | want to co

t n-
%ratulate you. This is a regional problem, a regional challenge, and
opefully through these hearings we will be able to solve that chal-
lenge and protect the great State of Alaska and the great State of

Washlngton. _
Thank you, Mr. Chairman.

Mr. Bonker. Thank you. ,

Mr. Bateman, do you have any ogenlng comments?

Mr. Bateman. Thank you, Mr. Chairman.

| don't have a statement, | don't feel compelled to make one now.

| congratulate those of you on your statements in support of a
strong merchant marine and to enhance that.

Mr. Bonker. Thank you.
| would like to place in the record the comments from the ICC, a

statement by Mr. Thomas Garside, a letter and accompanying fact
sheets from “Simon Palmer, Marine Charter Co., and the general
manager for Navigation, Inc., and a memorandum from Totem

Ocean Trailer Express, Inc.
[The ICC comments, Garside statement, Palmer letter, and

Totem memorandum fo[low:]

PNEPAHKD S”. rEMENT OF THE INTERSTATE COMMERCE COMMISSION ON II.1t. 1076

Mr. Chnirmnn nnd members of the subcommittee: Thank you for the opportunity
to comment on I 1070, a bill "To strengthen the domestic water borne commerce
of the United States.” This bill would amend Section 27 of the Merchant Marine
Act, 1020 MG U.S.C. KK ™) by deleting the third proviso thereof.

In general. Section 27 requires that no merchandise may he transported by water,
or by land nnd water between points in the United Stales, either directly or via a
foreign port, in any vessel other than in a vessel built in the United States and
owned by U.S. citizens. However, under the third proviso, Section 27 does not apply
to merchandise transported between points in the continental U.S., including
Alnskn, over through routes recognized by the ICC, for which rate tariffs have been
Tiled with the Commission, when such routes arc in part over Canadian rail ling?
and their own or other connecting water fecilities.

Thus, under existing law, ifa rail carrier has a through route from a U.S. point
over Canadian rail lires ton Canadian port nnd then toa U.S. point, and n tariffon
file with the ICC for that route, a non-U.S. owned vessel could be used for the wnter
segment.

During recent years, little use has been made of the third proviso. Formerly, thr
provision was used in connection with rail-car barges, a service no longer extensive—
ly utilized. In a cursory check of tariffs on filewith the Commission,® the only third
proviso Tiling located related to a movement from Texas lo Alaska via Hill & Hill
Truck Lines, Inc., Canadian Pacific, nnd Northern Transportation Co., Ltd., n Cana
dian water carrier. A copy of that filing isattached for information.

Under the implementing rules promulgated by the Department or the Treasury,
the ocean transportation portion of the service ninv not be performed by a foreign
flag or otherwise non-coastwise-qualified vessel unJcr the third proviso or <=U.S.C
&Hll, absent an appropriate I1CC tariff.

Deletion of the third proviso, itwould appear, could have beneficial and delrimcn
tal clTects. On the one hand, itsdeletion would presumably assure U.S. jubs and rev
enucs for U.S. owned water carriers. On the other hand, its retention nnd utilization
could conceivably increase competition nnd ultimately result in better service nnd
or lower prices to the shipping public. The latter approach would appear to be con

11t should lie noted (lint our tariffs are not maintained in n manner which segregated third
proviso filings.

sistent with the policy thrust of the major reform legislation affecting the jurisdic—
tion of the Commission. However, we recognize that special considerations may be
involved with rcgnrd lo U.S. flog service. Accordingly, we believe that this is a
ision wincPUsQoul&ge determined by the Congress, nnd thus take no posi—

RS
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Marine Chartering Co., Inc.

February 28, 1983

\\é believe the attached shows:

o Alabresent coastal shipping capacity Is only just adequate

The f | |
million tgnsO[ae %tor‘t'é’t“bah% a Sgrnagscarpaajcelt);e )9'53303

Alaaka aV| ion's. ro osed service will meet some of
s deman ennnw resent operators of tonnage or
causing any oss o

This [et er a ttac%ents has been sent to ocaI tradg
a} fe and eral ea ers Whose sulp ort I?t rnest y requeste

a sea Inc ease in tra e vo mes aV| 1on's
mo est no o ene as a, It

Ft)l’rfitcgdaisgzns (é?(%aY\?Om epen S0 nu Oﬂ e |C|ent competltlvesly

Mana er of Alaska Nawsgaftlon Inc hall  prom tIy
ﬁspon {C es |nns or requests” for furt er Information
the" proposed service.

Wery Truly Yours,

/ §LN IAPaIme u

e(ral ana ers for
as avig t|0n Inc.

SUMMARY
ALASKA MVHLATION, INC. - PROPOSED SERVICE -

TRADE (Total Alaska)
Excluding bulk petroleum, grains, lumber, chemicals, etc.
Official Statistics:

1974 1.55 million tons annually

1982 3.08 million tons annually 005

1990 6.45 million tonsannually

Therefore:

- AN will carry meximum 5.65 of present trade.

- Ships/barges now full will remain full.

- All present labour will remain fully employed.

- A shorfa capacit illion tons annuallyby 1990 if
more sn 83 are ngt D |nto thet ra(q oy

SEWARD

AN.I. service will promote port development.

I t|me mployment f r about 23men plus ancillaryservices
1% unemplo ;P tin te city). P y
ALASKA RAILROAD
$10 - 12 million additional gross revenue. .

No capital expenditure required.
Will use existing rolling stock and manpower.



conclusion

?08 million tons 1982 to 6.45 million tons 1990 is officially
orecast:

- Present shipping capacity will beinsufficient.
All o %lrators/work forces now involved will remainfully
mplo;% .

- Alaska will need rmxirmm shippingoptions.

- AN.I. service sh activelysupported by allwho are
concerned- for Alas uture. yUPP Y

ALASKA NAVIGATION, INC. - PROPOSED SERVICE

PREAVBLE
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The following are the facts of the situation
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In short tons the annual trade with Alaska as

(a) Total (b) Containerizable
1974 23.4Tm 1.55m
1978 56.42m 1.98m
1982 90.00m 3.08m
1990 (forecast) 112.00 m 6.45m

mrnerats chemrca@e &%‘é‘é p%%t‘ét‘et?m
Htglgrng o QU R o P e RS
HOTE  An actual doublrn?gégg annui nage19

containerizable catego MBS l)yncl% " or o éogna IS

grz%ecte 10 ncreas
This is a most significant statistic whrch proves that:
- Present shipping capacity will be insufficient in future.
- Present carriers will remain full therefore

I-bmt cline in c>rgo volumes means no loss of jobs due to
Service.

The' fact is t at a doub car o volumes. in th next
eari cannot nt carriers
Bg ser{f‘ren sar

em 0 ment Wi I tus
assured tor tose handrng |s tonnage at present.

gtglus logs, woodchips, pulp,
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2.0. Alaska Navigation's Service
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STATEMENT OF DONALD CRIFFS

MFZ Eg'r'mlgg'r”l{laonwk 0aut’v?/ler'know all about the city of Seward, you

T“%X,r!”é??ne&.sn'/(r. Chairman, Mr. Young, my presence at this hear-
ing is not to pqrtrax myself as an expert in"matters relating to the
Merchant Marine Act of 1020. Bather 1 appear before you as the
mayor of a small Alnska coastal community which has an underu-
tilized port capable of handling world-class vessels and which cur-
rently—today—has 23-percent unem onmelnt. We are a communi-
%y_ofll,828 souls situated at the head of a ljord—Resurrection Bay.
his is a deep, year-round icefree body of water which, prior to the
19(54 earthquake, served the bulk of the shipping needs of the Slate
of Alaska. The earthquake devastated the port by severely damag-
ing or completely wiping out the port structureS in placé at that
time. We are now attempting lo recover from this tragedy by care-
fully pursuing a construction Brogram which will result in our
having the capability to handle bulk cargo on a par with any facili-
thx. It"will be several years until this effort will be completed.

eanwhile, we are attempting lo market our port as it is now con-
stituted. The southern terminus of the Alaska Railroad is in
Seward, so that bulk and containerized cargo can move through the
Port of Seward efficiently and with attendant economics.

A shlppmg firm has come to Seward with the request that they
be permitted to move containerized cargo through our port des-

tined for points throughout Alaska. Currently the Port of Anchor-

age and, to some extent, the Port of Whittier move the majority of
Eroducls coming into the State. The addition of another carrier, we

elieve, would provide some competition to the carriers now serv-
ing Alaska’'s needs, and we view this as a healthy move. More im-

portantly from our parochial perspective, it would provide some
number'ofyear-around jobs for Seward and would materially assist
in reducing our current 23-percent unemployment. In the ongoing
affairs of @ metropolitan area, the creation or elimination "of a
dozeniobs would make precious little impact on the economy of the
area.
cant. This can mean "that a dozen families can sustain themselves
without reliance upon governmental assistance. It is to this end
that we address oyr comments to you. T
zn ap (ﬂlcat;on L*or t.arﬂfs magey%y Alaska Navigation is critical
to the efforts just outlined. If the Jones Act is modified Lo exclude
foreign-bottom vessels fron engaging in coastwise trade hetween

Canada_ and Alaska, the hopes we have for an improved local econ-

omy will fall far short of realization. The third provision of the

Jones Act which allows r forei%n-bottom ship to travel from a for-

eign port to an American port .has been in existence for a long
time. The concept or o?er,atlons Tor the company now proposmq_to
come into Seward would include Canadian freight as well as oilier

n.acommunity of 1,800 people, a dozen jobs is very signifi-

ships that have muc
Unwgd’ as. as is ical of protgcted markets, higher freight rales follow in the

cargo which would be consolidated at various vanning stations lo-
cated in the Midwest and Northwestern States and shipped
through a Canadian port. Present forecasted growth in Alaska
shipping estimates a threefold growth factor by I!)!)(L. Much con-
tainerized car%o is now being moved into Alaska by barges. With
the vagaries o7 the weather in the (lull’of Aluska, this is a tenuous
mode ofsh|pp|nghP0wer vessels are much to be desired over barges
0

n congition eavy seas. The company proposing to come into
éewar woufd operateypowervesse?s. pany proposing

| have included in the testimony two resolutions passed by the
Stale legislature. I'include them in“an effort to portray the sense of

the legislature in viewing this matter. 1 will not read them here.
Tmey a?re In the recor(}Nor}g[he statement.

As | staled at the beginning of my comments, | do not attempt to
Fresent mﬁself as an expert In marine navigation or international
rade. Rather | come to you as one who is attempting to do the
very best | can to improve the status of the community which |
serve. There |sth|,st0{|c(frebcetdence (f:or pgrm|té|nt% foreu{;n,vef\sielsklo
ngage in coastwise trade between Canada and the ports in Alaska.
evga%i trhatatﬁl,s be con |enued. P
Thank you, sir.

Mr. Bonker.Thank you, Mr. Mayor.
[The resolutions mentioned follows:]

State of Alaska Resolutions

The SInlo Legislature in House Resolution No. - dated 2 February. 1bSd staled:

Whereas the J%nes Act IMerchaul Marine Act of 1112111 was intended to protect
our nation’s merchant marine licet; an

Whereas the Jones Act reipiires that vessels engaged in coastal trade between

United Stales ports be_ built in the United States, liemvml by United States citizens,
nnd he operated by United States citizens, nnd

Whereas those requirements protect United States businesses engaged in coastal

trade from unfair competition by foreign ships; nnd

Whereas the Alaska Statehood Commission, in its final report of January IRX\,

recommends that Alnska seek an amendment to the Jones Act which would allow
foreign built vessels to lie use in coastal trade between United Stales ports, mid fur—
ther recommends seeking ultimate repeal of the Jones Act in itsentirely; nnd

Whereas the immediate and future economic, environmental and political impact

vﬁf those recommendations should lie weighed carefully before they are acted on; lie

Hcesnllvil, That the Alaska House of Representatives respectfully requests the Hov-

elnor lo direct the Department of Labor to work with the House Labor and Com—

merce Committee and the House Judiciary Committee to prepare a critique of the
Alaska SInlchood Commission’ Filial Report regarding the Julies Ad."

The Slate Senate in Senate Joint Resolution No. Ft dated 2i. January. Wl

stated: Whereas the Merchant Marine Act of IH20, commonly know as the Jones
Act. requires that vessels carrying goods between United Stales ports lie I'll nnd
ﬁ’ﬁ%istered in the United Stales and owned and crewed by United Stales nationals;

Whereas tit? Act %ives vessels protection from free market competition by foreign
lower construction and crew costs; and

tales coastiise trade; an

Whereas (he Ad was originally passed lo build a sheltered environment lor
United Stales vessels lo create domestic prosperity and wartime secmiix. yet the
United Stales merchx%lt
nnge has gone up sixfold

Whereas Alaska. Hawaii, and the nimcmitigunus territories ol the United Stairkt
pay higher freight rates imposed liy He- Act; and

'Ia|1%e(! has dropped liv halfsince World War Il while tin- ton
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Wherens the Alnskn trmle now supports ncnrly one-third or the entire Jones Act

fleghciths the effect of the Act is to reduce Alnskn's stole oil revenue, to raise the
cost of nil domestic freight coming lo Alnsko, nnd to discourage the development of

ne, ol Felds ang; miqernd AgpoRhte I A1 ue 1o the Act s 2ireSliG million
yearly nnd the direct cost to the federnl treasury is 10 $1U75 million yearly; lie it

Resulted by llie Alaska Slate legislature, That the United Stales Congress is
urged in the nntionnl interest to repeal the Merchant Marine Act of 11120; and he it

fuRltdived, That until the Act is repealed, the United Stales Congress is urged to
allow foreign-built ships into the Jones Act trade if (hey meet American safety
standards, nre registered in the United States, nnd are owned and crewed hy United

States nationals.
Mr. Bonkeji.Mr. Palmer.

STATEMENT OF SIMON N. PALMER

Mr. Palmer. Mr. Chairman, | am Simon Palmer, vice-president
and general mana?_er of Alaska Navigation. | have prepared testi-
mony and | would like to have it entered into the record.

| have, which | shall comment on later, some telexes and mes-
sages from Alaskan shippers supporting the service that we pro-
pose and, therefore, opposing the bill which is under dehate here.

In recent months my company has been ﬂlannmE a shipping
service to Alaska which would ogerate under the law known as the
Third Proviso of the Jones Act. |,mp|fy stated this is an exemption
under the act which allows fore[?n; lag ships to carry cargo be-
tween U.S. points provided a tariff is filed with the ICC and pro-
vided a S|g_n|f|can.t Fortlon of the route covered hy that tariff is
over Canadian rail lines. Today that exemption effectively applies
to Alaska alone, nnd therefore any debate on the subject should
focus primarily on what is hest for the Stale of Alaska. o

It is relevant to this hearing to point out that Alaska Navigation
was |ncorPorated_ in Alaska on September 3, 1982, following some 0

months ot investigation into the market demand for such a service,

the optimum method of cargo transportation, competitors' services,
size nnd activities and so on. We are a small, privately owned com-
ﬂany and would not have proceeded even with our incorporation
ad”we not been very certain of the demand for our operation in

Alaska. Naturally our research became known to our competitors

and on September 30, 1982, 27 days after our incorporation, bill S

3000 was introduced in the Senate by Senator Gorton proposing

elimination of the Third Proviso for 3 years but grandfathering g

orations in existence on SeFtember 1, 1982. That bill was never de-

bated but has now been followed by the chairman's, Congressman

Bonker's, bill which also proposes elimination of the Third Proviso

exemption. Both Senator Gorton nnd Congressman Bonker repre-

sent the State of Washington, as we all know, the operational homt

of pur cpmpetitor shipping services.to Alaska.. : .
Rs a Busﬁnessman |qpna uraYIy wwﬂ the ﬁlrd Proviso exemption

and my company's planned service under that law to be main-

tained.” However, | also wish it to be maintained for the sake of
Alaska, and that is lhc consideration which | feel must predomi
nate when determining the fme of the Third Proviso. Whilst it
would be discriminatory and immoral to pass into law a bill allo*
ing others to operate under the r"hird Proviso, whilst preventing

redomi-
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my company from so doing, the effective limitation of Alaskan
shipping services to those currently in existence would have a more
E%@Mmd fat-reaching effect, on ‘Alaska, its trade, industries, and

I respecifuli% urqe that the law known its the Third Proviso of
the Jones Act be lett alone and not otherwise suspended, abolished,
or tampered with. As I shall illustrate, Alaska is a unique State re-
unmgf_maxlmum transportation oEtlo_ns and opportunities, and
the selfish interests and pressures behind pioposals lo eliminate
the Third PFPYISO should Fheremre he secondary to what is deter-
mined as best tor the people of Alaska.
The first point .| would like. lo mﬁke is a brief background on
Alaska's trade which isa significant element here.
It. is a statistical fact that shipments in and out of Alaska totaled
15 million tons in 1974, 1.38 million in 197(1, 1.93 million in 1978,
?Hd 3.?. million in 1982, Jrabde doubled in the 8 years 197-1-1982.
ese figures do not'include bulk cargo.
An admittedly high forecast calls for a further doubling of trade
to 6.45 million tons annually by 1990 or in the next 8 years. In a
recent newspaper report this figure was reportedly considered by
one shipping company on the trade lo be too high by more than
half. However, even 40 percent of the forecast increase til the offi-
cial forecasts are wrong and that shipping company is correct)
would be 1.26 million tons annually or the equivalent of an addi-
tional 8 ships a week each carrfylng 200 containers. My company
proposed lifting the equivalent ofoné such ship a week.
_ The Third Proviso opportunity for additional shipping services
into Alaska should not be denied that Stale, because present ship-
ng operations are currently inadequate and, given even the low
orﬁcast carap, increase F}lgufres, they will evidently become increas-
Ingly unsatistactory i the future.
No. L in support of this argument, Mr. Chairman, lei me sa
that 146 million tons of domestic gBeneraI cargo was handle
through the Port of Anchorage in 1982. Of this, 7!) gercent was
tgnove h bShlt? by Sead-(liar_ld a|r|1d IOTHt,hIea\émg over 2t percent.dto
e mov arge. itionally, two other barge operators provide
approme atgly wgeekﬁ/ saltllmgs ?/nto W hittier. 9e o P
Now barge services are ideal for project cargo movin% into unde-
veloped Qort%,. but in this.instance they can only be the result of
Inadequate shipping capacity.
No Alaskan importer would risk the wenther damage and delays
ofbarge shipment if he could move his merchandise hy ship.
If the Third Proviso is eliminated, the only way of shipping the
increased volume of traffic in future will lie "hy barge and. accord-
\ngalothtpﬁ \MWans | have spoken to, further barge service is not

No. 2, Whilst the ships of Sea-Land and TO t'K are not lull to ca-
acity every voyage because of seasonal trmle Hurlnations, j| js a
act, borne "out hy the experiences of most trailers, that cargo is
regularly shortshipped or turned away hv those carriers dming the
April to October period of the year.”| have letters and me'Sages
from 40 or more companies complaining about shipping space
shortages and slating their need foradditional shipping services
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| did not attach them to my testimony, butjust to tell Kou quick-
ly, Mr. Chairman, Mr. Nerland for Nerland Home Furnishings, one
of Alaska's lending shippers, writes, "As substantial shlpP_ers_ of
freight to Alaska, we wish to he on record as in favor of continuing
the Jones Act exemption, which allows competitive water carrier
service to Alaska. o _

A second telex | have, from David Kilbourti of Northland Ilubb,
this is a related company, Mr. Chairman, to one of the largest qro-
cery retail outlets in Alaska, he says, "Northland llubb as a relat-
ed shipper of products to Alaska has a major interest in seeing the
Alaska shipping trade star as competitive as possible."

One of the major roadhlocks to the long-term development or our
State has been the high cost of surface transg)ortatlon. For this
reason we strongly support the apprllc_atlon or the Alaska Naviga-
tion and are a?a|nst repeal of the Third Proviso of the Jones Act.

| have here the names of 40 further shippers who say: "We, the
undersigned, understand that Alaska Navigation is in jeopardy due
to political pressures from the Seattle, Wash., area.

"We desperately need additional service to Alaska because of
space shortages that we have encountered in the past. We are in
fAulll ksupport of Alaska Navigation providing a new service to

aska.”

Mr. Bonker. Are you submitting those letters for the record, Mr.
Palmer? .

Mr. Palmer. Yes, sir. _

Mr. Bonker. | would ask unanimous consent that the letters and
other suF_p_ortlng documents submitted by Mr. Palmer be included
in the official record.

[The information follows:]

1107

FROM HR. Simon N. I'nlncr

Vico President nnd General Minnger
Alnska Navigation, Inc.

1A13 Kast First Avenue (020A)
Anchorage, Alnska 99501

Telegram from Anchorage, Alaska dated January 2B,

Telegram from David C. Kllbour-
Northland Illuhb, Inc.

Telegram from Charles A. Barr, Alaska Agencies,

General Manager,

19H)

Inc.
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Mr. Palmeh. The third point that | would like to make is the
question of cost. In spile of recording massive profits ever_Y year,
$103 million in 1581 nnd $157 million in 1582, Sea-Land still oper-
ates 35-year-old ships on the trade to Alaska when worldwide the
shlppqu industry accepts that the economic life of a ship is a maxi-
mum of 20 to 25 years. .
~Uut of course Alaska pays the bill and has to accept the regular
increases in freight rates because the present ship operators have a
stranglehold on "the trade. If the Third Proviso is eliminated, the
only hope under current law for an alternative ship service for
Alaskans will also be eliminated. _

| emphasize ship service as opposed to further barge services,

| maintain that the Third Proviso should be kept because it en-
courageslgompetltmn which would lower the cost of transportation
as a result.

Those interests encouraging elimination of the Third Proviso
argue that more carriers on the trade would result in reduced rev-
enues for some operators whose unit costs and therefore rates
would increase. _ .

This is obvious nonsense and contrary to experiences in every
other sector of the transportation industry worldwide, .

What competition would do is eliminate the inefficient carrier,
put.a lid on freight-rate increases, and insure that Alaskans have a
choice of carrier. _ o .

If the Third Proviso is abolished, Alaska, with its trade predicted
to increase aanhere from 40 to 100 percent over the next 8 years,
will have no shipping options other than TOTE’s expensive RO-110
ships; Sea-Land's three, sometimes four, 35-year-old antiques; and a
bunch of barges. _ _

Who_onoses the Third Proviso and why: _ _

Predictably, those who wish to eliminate the Third Proviso are
those who stand to gain most from the resulting elimination of po-
tential competition. 1t is no mere coincidence that Senator Gorton's
bill, S. 3000, should have been introduced as soon as it became ap-
parent that my company's plans to operate a service were Serious
nnd had sufficient cargo support to make it viable.

So also with this bill. Although introduced for apparently the
best of reasons, these would, on closer examination, be no ‘more
than a smokescreen for the removal of competition on a trade
dominated by carriers operating out of the Stale of Washington.

M){ company's service, which is the immediate target of the pro-
posal to eliminate the Third Proviso, would, if quotations of those
seeking this change in the law are correct, cause the loss of thou-
sands of jobs and” millions of dollars investment in the Stale of
Washington, dislocate a magor segment of the Puget Sound econom-
ic infrastructure, and so forth, .

| submit res_pectfullg that this is nonsense. My company's plan is
to lift approximately 21)0 containers on average per week or about
5(L percent of the present trade requiring 25 men to load the ships.
_ Hardly a significant volume of cargo or loss of jobs particularly
in view of even the low forecast increase in the Alaskan trade.

Again | urge that what is best for Alaska should he paramount
when considering the Third Proviso situation. The exaggerated
rhetoric of the self-interest groups in the Stale of Washington
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should be considered in ﬁerspective; they arc the desperate claims
of shipping companies who have and wish to perﬁetuate a monog)o-
listic gnF on the Alaskan trade irrespective of the interests of the

pegple of that State. . o
Arguments for Third Proviso elimination and answers. ProPo-

nents of the bill eliminating the Third Proviso will argue that a
foreign-flag operator will lower freight rates, drive out U.S.-flag op-
erators and, having established a monopoly, will then increase
rates ega n.

Ansvgers: The added rail cost of third-proviso shipping makes
costs.comparable to those of direct shipping operations. o

Shipping monopolies are established by protectionist legislation
such as this nnd not by competitive, open-murkel conditions.

The additional rail cost of third-proviso shipping is $!1)( for a 20-
foot container, $(580 for a 40-foot container, as against a total
through cost lo my comé)any of just over $1,200 for a 20-foot con-
tainer and $1,900 for a 40-foot container. _ ,

So you can see that the cost of shlpgmg under the Third Proviso
which necessitates rail carriage over Canadian lines adds a signifi-
cant cost to our operation. _ _

T_hea/‘ also say that the domestic trade must be exclusive to U.S.-
built Hag shipping. The answer is no U.S. ships exist today which
could lilt the projected increase in Alaska's trade. ,

[I'is u matter of record that no order for U.S. merchant ships has
been ?Iaced_ in U.S. yards for the year 1985.

In this situation, therefore, the Jones Act forces Alaskan con-
sumers to subsidize inefficient overage shipping.

Some Third Proviso shipping is necessary to restrain U.S.-llag op-

erators’ rate increases.

The final argument often made is that U.S.-fla? shipping is stra-

teqically vital. The answer is that eliminating the Third Proviso
ong harms Alaska; it does not promote U.S.-flag shipping.

nly the number of tugs and barges will increase.
A thought that strikes me is tha _ ( |
Viso were concurrent with allowm% forelgn-buﬂt U.S.-Ilagf ships to
operate on the Alaskan trade, that would be good for Alaska and

U.S.-flag shipping.

In summary, may Jsay that trade with Alaska is irrefutably in-

creasing; present ships are overfull most of the K.ear. even now;
Alaska needs and should not be denied increased shipping O?HOHS.
Elimination of the Third Proviso would be protectionist of the
terests of the present shipping operators, discriminatory in the first
place against my company and prejudicial to the interests of the

peoRIe of Alaska. o _ _
There has been undue haste to eliminate the Third Proviso

which makes one suspect that special interests and not Alaska’s in-

terests have been considered. _ _ _
Il is lime Alaska and its particular requirement for maximum

shipBing opportunities was considered. The Third Proviso should
not be suspended or eliminated.

Thank you, Mr. Chairman,

Mr. Bonkkii. Thank you, Mr. Palmer,

Mr. Paimiu. Excuse 'me for making it so long.

Mr. Bonkkk. We believe in equal time. Mr. Cook.

e
if elimination of the Third Pro-

he in-
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STATEMENT OF IKVIN P. COOK. lit.

Mr. Cook. Thank you, | appreciate the opportunity lo leslify
here today. My name is Inin P, Cook, vice president and P_art
owner of ‘Alaska Industrial Traffic Service. We are a consulting
company that aids shippers. Before | go further, | would like to
define the word "shipper” as a Rerson who tenders freight lo the
carrier. | know often the term shipper is used as a water carrier,
but in this case we tender freight to a carrier, water, rail, what-
ever.

We provide consulting service to shippers and 80 clients who ship
and carry goods to, from, and within the Stale of Alaska.

During this involvement in the Alaska transportation mdustrr,
we have become fam iliar with the needs of those moving freight to
Alaska from the viewpoint of the purchaser of transportation.
AITS recognizes the concepts that 45 U.S. Code, section 883, was
established tolencoura(l;e and preserve a strong merchant marine
industry, and it supports that piece of legislation lo that extent.

AITS recognizes that 45 U.5.C. 883 was not established lor the
gurpose of stifling_ commerce; however, it is apparent that It' U.S.C.
83 docs in fact siifie trade to Alaska. In partial recognition of this,
Alaska was incorporated into the Third Proviso. o

AITS has, over the past 2 years, sought to augment the existin
service to Alaska hy use of one or two small ships. We were com-
pletely frustrated in our efforts. Suitable domestic bottom ships
were unavailable. The only ships that were available were foreign
built. The Third Proviso would have permitted the use of these
shg)s out of Prince Rupert, or Vancouver, Canada, lo Alaska.

ver the past 2 years various clients of ours have experienced
delays in shipping due to demand exceedlngS the capacity of the two
major ocean carriers to Alaska—Sea-Land Service, Inc.. and Totem
Ocean Trailer Express, Inc.—and every year more and more barge
lines have come into the Alaska trade to handle the excess trade. A
number of our clients have used barqe service in lieu of operation-
ally faster and operationally more reliable service of ships, because
thére has been inadequate shipping capam_tz. .

One of our clients has already heen notified by one of the major
ocean carriers that in spite of the fact that he has been shipping an
average of 12 vans per week, through the winter, his bookings will
be cut back to 7 vans per week, dur_ln(? the coming summer
months, and this is during his busiest L)erlo —

There isa firm by the name of Alaska Navigation, Inc.. that pro-
poses to enter into the Alaska trade. As near as | have been able to
determine, Alaska Navigation, Inc., has been unable lo find domes—
tic-built ships suitable Tor this trade. Consequently, they had to
{es(?rt to a lbreign-built ship in an attempt to enier the Alaska
rade.

The existence of 4(i U.S.C. 883 has not his'-red the building of
the required ships. However, the Third Proviso has made it possi-
ble for additional carriage capacnz to Alaska. .

The question lo be answered when reviewing the issue of wheth-
er the Third Proviso should be eliminated is. will the elimination of
the Thinl Proviso reall.v encourage and presr cm-a siren" nnr beet
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marine licet? That is doubtful. What will happen is that the elimi-
nation or the Third Proviso will impede commerce to Alaska.

Currently, Knapplon Corp. is operating railcar barges from
Prince Rupert, Canada, to Alaska. In the past, Crowley Maritime
Corﬁ. operated a railcar ship from Vancouver, Canada, to Alaska.
Both services are and were necessary for the economic growth of
Alaska, and both services are and were performed with foreign bot-
toms, transporting goods originating and _destined in the United
States. Crowley Maritime has taken the Trainship Alaska out of
service. Knap/Eton Corp. is mau?uratlng its Korean-built bottom
railcar barge Aqua Train April 2(I, 15)83, , o
~ The existence of the Third Proviso allows carriers more flexibil-
ity_in resPondln to the needs of the general shlpplng public.

Even if it is determined that there is currently adequate freight
movement capacity to Alaska, that should not be considered. The
Third Proviso allows carriers to he better able lo respond to the
demand for transportation. To eliminate the Third Proviso elimi-
nates future possible responses to insufficient capacity that can
hurt commerce in Alaska and that can hurt my clients. o

Several of our clients have written letters of support of retaining
the Third Proviso, nnd several have written in support of Alaska
Navigation. Copijes are attached. _

Up to the middle of the last year, the current water carriers felt
that they had to compete with Certain commodity rates established
by the rail-barge movement from Prince Rupert, When their ships
became full this was no Ionﬁer necessary, and their rales on those
same commodities became higher. Without full competition these
water carriers con and have allowed their prices to climb increas-

in%IY higher. _ _
laska needs the Third Proviso. _

ljust obtained a telex lo answersome ofyour questions on rates. If
I may, in 11)75), March 18, 15)75), both TOTE and Sea-Land had a rate
ol $3.1!6;|J_er hundredweight on iron or steel plate steel. Today, their
rate, TOTE s rate, is $5.4§3,a71-perclcnt increase. Sea-Land has a rate
of $5.03, representing a 58-percent increase.

As an aside, it should be noted that Sea-Land does charge an ad-

ditional char%e to pick up in the Seattle area on some freight.

What has apFened here is that TOTE, in light of lack of excess
capamt%/, has fe )4 |
crease their rates, and need not he competitive with Sea-Land.

The same has aprphed to foodstuffs, canned goods, et cetera. In
March 1571), both TOTE and Sea-Land had a rate of $2.5%8. Today
the rate for TOTE is $6.04, a rale increase of 102 percent. Sea-Land
has a rate of $5.83. Again, there are possible additional pickup
charges_that apply on some freight in the case of Sea-Land.

Additionally, another client of ours, a department store, in 1073
said—said to us—that in 1073 transportation costs, as a percentage
of total retail store sales, were 10 percent. Now it is 20 percent. For
that reason, Alaska does need the Third Proviso. Thank you.

Mr. UoNKiai. Thank you, Mr. Cook. ,

| wish time permittéd something of a rebuttal to all the points
that you have raised either from committee members or from your
competitors, many of whom are silting hack there shaking their

t they were able and capable and prudent to in-
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heads as you have gone through the litany of charges and assump-
tions in your statements.
~ We don't have that much time. | am trying to conclude the hear-
ings. | will raise just one question about your statement, Mr.
Pdlmer, about competition.

You seem lo imply that there is not much competition now in
this trade royte between the lower -IS and Alaska, at least on wa-
terborne traffic.

The fact is you say that if the Third Proviso is abolished. Alaska
with its trade predicted to increase anywhere from 10 to 100 ﬁer-
cent over the next 8 years will have no shipping options other than
TOTE's expensive RO-RO ships and Sea-Land's 35-year-old an-
tiques and a bunch of barges.

Mr. Pal.Meh. Yes.

Mr. Bonkeii. | hope you don't run against me sometime. That is
an awful characterization of what | have always thought was one
of the most, efficient and modern carriers in the business. But
anyway, with respect to this question of competition according lo a
recent article in the Journal of Commerce, March 8. 15)32. i points
out that in the Alaskan trade it is the most competitive of »I of
the domestic offshore trades involving U carriers who have tiled
financial reports and from that we know that no one of them ac-
ggugsts for more than 15 percent of the PMC-requlated traffic rev-

ues.

| can't imagine havmg,anz more competition short of chaos than
what we presently have'in that trade route.

How can you claim it is not very competitive? _

Mr. Paimkk. Mr. Chairman, | think there are two points that
you raised, the first is the Journal of Commerce statement that the
Alaska trade is the most competitive of all domestic routes.

Mr. Bonkeii. That is according to the Journal of Commerce

Mr. Paimkk. Right.

r. Bonker, They use as their information (hi* filing of reports
belore e ke, " | J P

Mr. Paimkk. My rebuttal or my comment on that statement s
that competition “is a very comparative thing. The transpacific
lt(rnaodv\?Shas got. 25 or 30, mayhe more, operaloi«. as Mr. llilt/heiniei

The comparable domestic trades that the Journal of Commerce is
talking about are trades from the (-art coast, for example, to Puerto
Rico where there are two_dominant carriers. The Navieras de
Puerto Rico, and Sea-Land. The trade to Hawaii, yes. another com-
parable domestic trade, has one dominant carrier--M atson.

So actually, on their sort, of statistics- lour carriers on the
Alaska trade would make it more competitive than any other do-
mestic U.S. trade.
~The second point you make of there surely bemg enough rum pe-
titinn just looking at the Alaska trade. Certainly there are 11 or 15
carriers, hut there are actually only throe modes of Iranspm lotinn,
one hy Sea-Land and TOTE, last, containerized. ver\ ctlicienl. ver\
good, T am not-—- . _
mel\M's Bonkeii. 1 am glad lo see you acknowledge «nine of their
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Mr. Paimer. Right. The second is train bar(kqes, like Crolwley, for
example, and the third is oilier harges working hroak-liulk! and
unitized cargo. It is a lad of doing business willl Alaska as Car as
my understanding is concerned Ilial cargo which moves on one car-
rier very definitely is of a type that would no! move on .another
and would not either move on a third. .

The barges take 10, 12, M days to Alaska, the ships lake 3 days
to get up to Alaska, and are not delayed hy weather. You have'a
totally different segment of the trade going in each tme of carrier.
That,"is the reason for my saying Sea-Land and TOTH don't com-
pete with each other effectiveély because for Ihe major part of the
year from April througgh October they are lull. _

The barqe lines quote the same rafes because they move a differ-
ent type ot cargo, same with the railcar barges.

M1, Honker. With respect to this question of increased trade and
whether we have the capability to handle Ihat trade, 1thought Mr.
lliltzheimcr made a valid point. They already have a substantial
investment in this business nnd if [lie Third Proviso continues as
the threat as do other.fore[?_n carriers undermining their invest-
ment, it will reduce their ability to handle llial trade. _ _

You can characterize. them as people who are protectlngf their
turf, as you have done in your statement, for example, hut T imag-
|trr1]je ifyou were in the same business, you would lie saying Ilie same

ings. _

Mr. Palmer. Yes, Mr. Chairman. | probably would. _

There is a point | would like to make here” Listening to the testi-
mony before my own, the main point that seems lo he coining out
willi"some tremendous headline slogans involves statements about
lost millions of dollars, and thousands of jobs and ruining econo-
mies of States and this sort of thing. N

I should feel conceited that we have such tremendous ambitions.
The fact of life, Mr. Chairman, is that we are plannln% to put on
two ships, small ships, far smaller than anything operated by Sna-
Land and TOTE and to lift, a very small proportion of the cargo
involving actually not Canadian rail companies, Inti Burlington
Northern which [ believe isa U.S. company.

If we were lo raise rates alter we bad wiped everybody out of the
trade, life dictates and the mnrket conditions will did,ole that fur-
ther competition would come in and wipe us out. We are not ©
foolish as to want to monopolize the trade. With respect, sir. |
would just like to stale that | find the claims that we are about lo
monopolize the trade and deprive whole Stales of employment is
?rossly exa?ger_ated and actually a hysterical accusalion “designed
0 create attention. _ .

Mr. Bonker. Mr. Palmer, lo lie honest with ourselves, you mnv
have modest intentions and we may find a loophole for von to pul
your one or (wo ships or barges thfough, hut once llial loophole is
discovered, there are going lo he a Ini of other shlPs and more in-
terest in it. We can see how greatly enlarged il could he and howil |
could jeopardize (he status 3uo. .

If we were only concerned about your involvement that wouldnt
maybe he an imminent danger lo anything evnnniieally speakln%.
Init. once Ihis loophole has been realized, once we have crossed Inf
line with Ihe ICC and we have seen n n>v. ilum-ninn In Ihe Tide



FULLTEXT OF INITIATIVE
Initiative No. 83-02

For an Act entitled: "An Act terminating the Alaska Transportation Commission and repealing transportation laws
administered by the commission; requiring persons who carry passengers or freight for hire to hold insurance or other
security; and requiring the governor to lobby Congress for the repeal of the federal Jones Act.”

BEITENACTED BY THE PEOPLE OF THE STATE OF ALASKA:

*Section 1. STATEMENT OF PURPOSE. The people of Alaska recognize that

(1) because of Alaska’s great size and distance from markets, Alaskans rrust have access to efficient low-cost
transportation in order for people and goods to move safely inside and outside the state;

(2) alittle-known but powerful state regulatory agency, the Alaska Transportation Commission (ATC), creates motor
and air carrier monopolies by legalized price fixing and tariffs, which artificially raises shipping rates and makes
consumer goods more expensive for all Alaskans;

(3) theprimarypurpose ofthe ATC is tofix rates, notpromote safety, and othergovernmentagenciescan insure safety
standards while allowing persons to contract freely for services;

(4) abolishing the ATC and its anti-cornpetitive practices will subject aircarriers and trucking companies to free market
competition, thereby reducing freight rates, improving service, and saving Alaskan consumers millions of dollars
each year,;

(5) afederallaw, known astheJones Act, requiresthatshipsbound forAlaska from other American ports mustbe built
and registered in the United States and staffed with American crews, thereby granting such ships an unfair
monhopoly and protecting them from free market competition, which costs Alaskan consumers millions of dollars
each year,;

(6) theJones Actshould be repealed, and the governorshould use allappropriate meansto persuade Congress todo
50.

*Section 2. AS 29.48 is amended by adding a new section to read:

Sec. 29.48.036. REGULATION OF TRANSPORTATION CARRIERS.

Notwithstanding AS 29.48.035(a),a municipality may notregulate an activity regarding transportation ofpassengers or

freight for hire ifthe regulation conflicts with the regulation of that activity by the Alaska Transportation Commission as

the regulation existed on April 1,1983 under former AS 02.05, AS 42.07, or AS 42.10.

*Section 3. AS 4230 is amended by adding a new section to read:

ARTICLE 5. RESPONSIBILITIES OF MOTOR AND AIR CARRIERS.

Sec. 42.30.200. FINANCIAL RESPONSIBILITY.
(a) A person who carries passengers or freight for hire intrastate shall procure and maintain security in an amount

determined by the Department of Public Safety as necessary for the reasonable protection of the public against
damages or injury caused by the person.
(b) Evidence of security required under (a) of this section shall be filed with the department and must he

(1) a policy or certificate of insurance issued by an insurer acceptable to the department; or

(2) a bond of a surety company licensed to write surety bonds in the state; or

(3) evidence accepted by the department, showing ability to self-insure; or

(4) other security approved by the department.
(c) The department may authorize enforcement officers to enforce this section.
Ne Mo MrS AN s jm eqded-bv-adding a new section to article 1to read:
Sec.44.19.035. JONES ACT REPEAL. The governorshalluse besteffortsand allappropriate means topersuade the
‘United States Congress torepeaf46'CnS.C. secs. 861, etseq., known as the Jones Act. Until that Actis repealed, the
governorshallpublish anannualreportdocumenting the harmful effects of the Acton Alaskacommerce, and progress
made towards its repeal. The report shall be submitted to the legislature no later than its convening each year.
*Section 5. Ifany provision of this Actis held invalid, the remaining provisions of this Act are severable and remain in

effect.
*Section 6. AS 02.05.; AS 28.10.411(h); AS 39.25.120(c)(7); AS 39.50.200(h)(30); AS 42.07; AS 42.10; and AS

44.66.010(a)(2) are repealed.
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STATE OP ALASKA - POSITION ON JONES ACT

The Merchant Marine Act (Jones Act), which was adopted by
Congress in 1920, prevents the transportation of goods
between U.S. ports on foreign-built vessels unless there 1is
an intermediary stop at a foreign port. The State of Alaska
favors an amendment to the Jones Act which would allow
foreign-built ships into the U.S. coast cargo and passenger
trade, provided that they meet American safety standards,
and are U.S. owned, registered, manned, and repaired.-

The intent of the Jones Act was to protect American ship
builders and operators from free market competition by
foreign ships which have lower construetion and operating
costs. The concern was that otherwise the United States
would not have a sufficient merchant marine fleet for

wartime demands. If, however, under the State"s proposal,
foreign-built vessels were still U.S. registered and operated,
then they would be available during wartime or other periods
of national emergency.

As a result of the Jones Act protection, freight rates are
very high in the U.S. coast trade. In fact, where competi—
tion exists from land-based transportation service (rail and
truck), the Jones Act merchant marine fleet has declined
dramatically in the past twenty years. Because Alaska,
Hawaii, and. the noncontiguous territories (except the Virgin
Islands) have no significant alternative to the Jones Act
fleet, they bear the penalty of higher freight rates. The
Alaska trade alone supports nearly one-third of the entire
Jones Act fleet.

The Jones Act penalizes the U.S. and Alaska in several ways:

D It reduces federal and state oil revenues by
effectively imposing higher tanker transportation charges
which are tax deductible. (This will be ameliorated by
proposed C.D.S. regulations by the Federal Department of
Transportation).

2) It limits U.S. markets for Alaskan products (fish,
coal, minerals and timber) by contributing to higher desti—
nation costs as compared with export to the Pacific Rim

nations e



3) It raises the cost of all domestic freight coming
into the State, thereby contributing to a higher cost of
living and depressing economic development.

4) It depresses the tourism industry in the Pacific
Northwest and Alaska by raising the cost of tourist passage
from Seattle to Alaska and limiting the flexibility of
cruise ship itineraries.

In the future, these penalties will become more severe. As
U.S. ships are constructed to replace existing ships, the
cost differential between U.S. and foreign ship construction
will 1increase. In a subsidized environment, Alaska and the
domestic purchasers of Alaska products will have no choice
but to pay higher freight rates.

Our proposal would eliminate the most expensive and burden—
some aspect of the Jones Act while ameliorating 1impacts on
the maritime industry. We expect that a future increase 1in
the construction of U.S. naval vessels will help offset
business lost as a result of foreign competition for cargo
vessel construction. Further, it is anticipated that lower
marine freight rates will increase shipping business,
thereby creating a need for more U.S. maritime and service-
related employees.

It should be recognized that the high cost of American
shipbuilding has in fact inhibited the growth and develop—
ment of"U.S. maritime commerce. Foreign-built cruise ships
utilizing Canadian ports because of Jones Act restrictions
still encounter significant limitations on their operations
when they bring their passengers into Alaskan ports.
Presently, the Alaska Marine Highway system must turn away
thousands of tourist users and passengers because of lack of
space. Yet foreign-built ferry vessels, which could be used
to expand Alaska"s ferry service for everyone®'s benefit, are
available at lower cost.

June 30, 1983
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JunoS, IM). CHAP. 360.—An Act To provide for the promotion nnd maintenance of the

i American merchant marino, to repeal certain emergency legislation, and provide for

*NO-201-1 tho disposition, regulation, and use of property acquired thereunder, nnd for other
purposes.

vef'iMolll Morlno ~ Be jt enacted by the Senate and House of Representatives of the
"roiicy tor doroior- United States of America -in Con%ress assembled, That It Is necessary
, for the national defense and for tho proper growth of its foreign and
dociarcd. domestic commerce that tho United States shall have a merchant
marine of tho best equipped and most suitable types of vessols
sufficient to carry the greater portion of its commerce and serve as a
naval or military auxiliary in time of war or national emergency,
ultimately to bo owned and operated privately bK citizens of the
United States; and it is hereby declared to bo tho policy of tho
United States to do whatever may bo necessary to dovelop and
encourage the maintenance of such a merchant marine, and, in so
far as may not be inconsistent with the exFre,ss Frowslons_o.f this
_ Act, the United States Shipping Board shall, in the disposition of
lating thereto. vessels and shipping property as hereinafter provided, in the making
of rules and regulations, and in the administration of tho shlppmg
laws keef always in view this purpose and object as the primary en

to bo attained. .
ticnrop«Ed. LESI  Sec. 2. (a) That the following Acts and parts of Acts are hereby
;fptealed, ,sdubéect to the limitations and exceptions hereinafter, in this

ct, provide

un‘~S?nj.pp g (1) The emergency shipping fund provisions of tho Act entitled
vol.-io, p. Iw. ~ Mmaking apprQErlatlons to suF ly urgent deficiencies in
appropriations for the Military and Naval Establishments on account
Transporting ship. © * war expenses for the fecal year ending June 30, 1917, and for
y»rd employees. other purposes,” approved June 15, 19177 as amended by tho Act
vol.ao,p 538 entitled “An Act to amend the emergency shipping fund provisions
of the Urgent Def|C|enc¥Ap_propr|at|on Act, approved June-15, 1917,
so as to empower the President and his designated agents to take
over certain transportation systems for the transportation of ship-
_ yard and plant emf)loyees, and for other ﬁurposes,“ approved April
bnudEng'pionu, ew. 22> 1918, and as further amendeéi by the Act entitled “An Act
voi. 40,p. 1oz Mmaking appropriation to supply deficiencies in appropriations for
the fecal year ending June 30, 1919, and prior fiscal years, on account
of war expenses, and for other purposes,” approved November 4,

1918
st%ﬁr%uiga wote.’r (2) Section 3 of such Act oprriI 22 1018;
rkmulotclalan 10r &3) The ,ara?raphs,numbered 2 and 3 under the heading “ Emer-
vollayp. 102 gency shipping fund” in such Act of November4,1918; anad

chortore0L OL shipping ~ (4) The Act entitled * An Act to confer on the President power to
voi. 40 p. 013 prescribe charter rates and freight rates and to re”-'isition vessels,

and for other purposes,” approved July 18, 1918.

bxlgﬂgalﬂ%pam()" (5) Sections 5, 7, and 8, Shipping Act, 1916.

)
Aimitations on 10" (bl) T,Pet,repealofsuchActsorparts of Acts is su co tho follow -
ing lim itations:
MExkting - contructa g(|) All contracts or agreements lawfully entered into before the
passage of thisActunderany such ActorpartofActshallbe assumed
and carried out by the United States £. ‘'oping Board, hereinafter
called “ the board.” . _
decS”vaudn10" (2? Al rights, interests, or remedies accruing or to accrue as.a
result of any such contract or agreement or of an% action taken in
pursuance of any such Act or parts of Acts shall be in all res%eots
as valid, and may be exercised and enforced in like manner, subject
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to the provisions of subdivision (c) of this section, as if this Act had
not been passed. o o

(3) Tho repeal shall not have the effect of extinguishing any S B i| *niUtMt0
penalty incurred undor such Acts or parts of Acts, but'such Acts or
parts of Acts shall remain in force for the purpose of sustamm? a
prosecution for enforcement of the penalty therein provided for the
violation thereof. .

(4) The board shall have full power and authority to complete or rt™" 2nwknutSS'-
conclude any construction work begun in accordance with the pro- i*xi.
visions of such Actsorparts of Acts If, in the opjnlon of the board, the
gompletlon or conclusion thereofisfor the bestinterests of the United

tates.

(c) As soon as practicable after the passage of this Act the board p~Sing mattcra’ndi-
shall adgust, settle, and liquidate all matters arising out of or inci-reotod-
dent to the exercise by or through the President of any of the powers
or duties conferred or imposed upon the President by any such Act _
or parts of Acts; and for this purpose the board, instead of the coPo~ridfOnClomll0
President, shall have and exerciso any of such powers and duties
relating to the determination and payment of just compensation: Pntbo
Provided, That any person dissatisfied with any decision of the board suit irdecision un-
shod have the same right to sue the United States as he would have satiuf* tIY-
had if the decision had been made by tho President of the United
States under the Acts hereby repealed. .

Seo.3. (a) Thatsection 3'of the "Shipping Act, 1916,"is amended volfAra™Jnd-
to read as follows: . ed-

“Seo. 3. That a board is hereby created to be known as the pirnrd."u3
United States Shg)pmg Board ana hereinafter referred to as tho
board. The board shall be composed of seven commissioners, to
be appointed by the President, by and with the advico and consent «
of the Senate; and the President’shall designate the member to act
aschairman of the board, and tho board may electone ofits members
as vice chairman. Such commissioners shall be appointed as soon  Tenure otoma>-
as practicable after the enactment of this Act and snail continue in
office two for a term of one year, and the remaining five for terms of
two, three, four, five, and six years, respectively, from the date of
their appointment, the term of each to be designated by the Presi-
dent, but their successors shall be anomted for terms of six years
except that any person chosen to fill'a vacancy shall bo appointed
only for the unexpired term of the commissioner whom he succeeds.

_"The commissioners shall be appointed with due regard to their o
fitnessfor the efficientdischarge oftne duties imposed on'them by this  °t commissioners.
Act, and two shall be appointed from tho States touching the Pacific

Ocean, two from_ the States touching the Atlantic Ocean, one from

the States touching the Gulf of Mexico, one from the States touching

the Great Lakes and one from the interior, but not more than one o
shall be appointed from the same State. Not more than four of tho PoUll(al divbioc.
commissioners shall [>e aPp0|n1ed from the same political party. A .
vacancy in the board shall’be filled in the same manner as tne original Pccunlat? prO|jlbl.
appointments.  No commissioner shall take any part in the consid- ton.

eration or decision of any claim or particular controversy in which

he has a pecuniary interest o # , _ 0Ulcr employmont,

"Each commissioner shall devote his time to the duties of his ot, forbidden,
office, and shall not be in the employ of or hold any official relation
to any common carrier or other person subject to this Act, nor while
holding such office acquire any stock or ‘ponds thereof or become
pecuniarily interested in any such carrier. . :

"The duties of the board may be so divided that undor its super- #c. *
vision the directorship of varioUs activities may be assigned to ono
or more commissioners. Any commissioner may be removed by the
President for inefficiency, neglect of duty, or molfeasunce in office.
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A vacancy in tho board shall not impair tho right of tho remalnmﬂ
Gadl. mombors of the hoard to oxerciso all its powors. Tho board sha
B ; haverhanbofﬂcdml seal, (\jNhItCh ?hall bdo Jud||C|taI|y noticed. i to it

usiness procoduro>  “ Tho hoard may adopt rules and regulations in regard to its pro-
logot assstorico, ot~ e g yre and tho conduct of its businoss. Tho hoard may employ
within tho limits of appropriations made therefor by Con%ress sucn

attorneys as it finds necessary for proper legal sorvice to the board

in the conduct of its work, orfor proper representation of tho public

interest in investigations made by it or proceequs,pendmg Deforo
itwhetheratthe board's own instance orupon complaint, orto appear

for or represent the board in any case in court or othor tribunal,

ing bamioontoued2r The hoard shall have such other rights and perform such other duties
not inconsistent with the Merchant Marine Act, 1920, as are con-

ferred by eX|st|né; law upon the board in existence at the time this

. _— sectlTohn as amended takes %efffect.t the time thi ' ded
omporary conting'— “ The commissioners in office at the time this section as amende

D omerresent com takes effect shall hold office until all the commissioners provided for

in this section as amended are appointed and qualify.”

oo 300 702oundmm () The first sentence of section 4 of the * Shipping Act, 1916
' is amended to read as follows: _
salary of momben.  “Seo. 4. That each member of the board shall receive a salary of
_ $12,000 per annum.” . _

gitod°°T(SSeo. 4. That all vessels and ‘other property or interests of wliat-

traoarcmd to Board.” SO€VeEr Kind, including vessels or proper_tg in“course of construction

or contracted for, acquired by tho Prosidont throu%h anY agencies

. whatsoeverin pursuance of authority conferred by the Acts or parts

Vol 4) . of Acts repealed by section 2 of this Act, orin pursuanco of the joint

on AR resolution entitled, “ Joint resolution authorizing the President to

take overfor the United States the possession ana title of any vessel

within its jurisdiction, which at the time of coming thorein was owned

inwhole orin partb_a/ ang/ corporation, citizen, orsubjectofany nation

with which the Unifed States may be at war, or was underregister

of any such nation, and for other purposes,” approved May 12, 1917,

enSpSdig ™4 *  the ?Xﬁeptlon_gf vessels,andd propertoy the use of w,n%h is in the

opinion of the Presi entregune by any dther branch of tho Govern-

mentservice of the United States, are hereby transferred to tho hoard:

OthETSiindpr_W&rorPfO_VIddEd, That all vessels in the m |I|_tarz and,navalﬁrw%e of the
St igned ar

Navy Departitiontsox- U nited States, including tho vessels ass toriveran 0rwork,

ompt herctrom. inland waterways, or vessels for such needs in tho course of construc-
tion or under contract by the War Department, shall be exempt

Solosofncquirod ves-"yom * 6 pl,I'HVISlOHS 8f tIIS Act. . .

setstocitizensdirected.  Seo. 5. 1 Nat I ordor to accomplish tho declared_pur?oses of this
Act, and to carry out the policy declared in section 1 hereof, the

board is authorized and directed to sell, as soon as practicable, con-

sistent with good business methods and the objects and purposes to

be attained by this Act, at public or ?rlvate competitive sale after

Exeention appraisement-and due advertisement, to porsons who are citizens of

POt p. 5L tne United States except as Prowde in_section 6 of this Act, all of

the vessels referred to m section 4 of this Act or otherwise acquired

by tho board. Such sale shall be made at such price-', and on such
terms and conditions as tho board may prescribe, out *lie completion
ofthe payment of the purchase price and interest shallnot be deferred
considerations €+ MoOre than fifteen years aftor the maklng 0f th? contract of 'ale

twing into pricoaXing, ~Moar(j jjj firing or accepting the sale prico of such vessels shall
tako into consideration the prevailing domestic and foreign market

price of, the available supply of, and the demand for vessels, exist-

Ing freight rates and prospects of their maintenance, the cost of con-

structm? vessels of similar, types undor prevailing conditions, as

well as the cost of the construction or purchase EFICO of tho vessels

1o be sold, and any other facts or conditions that would influence a

prudent, solvent businoss man in tho sale of similar vossols or prop-

Terms, etc.

ik
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erty whichhoisnotforced to sell.  Allsalesmadeunder the authority ~ ftrade
of thisActshallbe subject to the limitations and restrictions of section  °>i, p.».
9 of the “ Shipping Act, 1916," as amended. PennusiTe sdles to

seo. 6. 1hat the board is authorized and empowered to sell to nuena
aliens, at such prices and on suoh terms and conditions as it may
determine, not Iinconsistent with the provisions of section 5 (except
that comgletlon of the payment of the purchase price and interest
shallnot be deferred more than ten years after thbh making of the con-
tract of sale), such vessels as it shall, after careful investigation, deem .
unnecessary to the promotion and maintenan.ee of an emoient Amer- C&r?dnl(m ec
icon merchant marine; but no such sale shall be made unless the aie
board, after diligpnt effort, has been unable to sell, in accordance
with the terms and conditions of section 5, such vessels to persons citi-
zens of the United States, and has, upon an affirmative vote of not
less than five of its members, spread upon the minute3 of the board,
determined to make such sale; and it shall make as a part of its interest on detered
records a full statement of its reasons for making such sale. De- paymenth-
ferred payments of purchase price of vessels under this section shall
bear interest at the rate of not less than 5£ per centum per annum,

ayable_semiannually. . : . : : investieation _etc
P geo. 1. ﬂm tHe Koard is authorized and directed to investigate torestab??hmgswunl
and determine a3 promptly as possible after the epnactment of this f«3itamdicra“visa
Actand from timeto time ‘thereafter what stgamshlﬁ lines should be trod re-
established and put in operation from ports jin the United States or
any Territory, District, or (Possessmn thereof to such world and
domestic markets as in its judgment are desirable for the promaotion,
development, expansion, and maintenance of the fOfEan and coast-  Typo,etc., of vessels,
wise trade of the United States and an adequate postal service, and
to determine the type, size, speed., and other requirements of the ves-
sels to be employed upon sucn lines and the frequency and regularity _
of their sailings, with a view to furnishing adequate, reqular, certain’, y oisposal 0f acquired
and permanent service. The hoard is authorized to sell and if a agreeing to onwso
satistactory sale can not be made, to charter such of the vessels stcuunes.
referred toin section 4 of this Act or otherwise'acquired by the board,
as will meet these requirements to responsible persons who are citi-
zens of tho United States who agree to establish and maintain such
lines upon such terms of payment and other conditions as the board
may deem just and necessary to secure and maintain the Service Temporary open-
desired; and if any such steamship line is deemed desirable and
necessary, and if no such citizen can be secured to supplr such
sorvico by tho ﬁurchase or charter of vessels on terms satisfactory
to tho hoard, the board shall operate vessels on such lino until the
business is developed so that sucn vessels may bo sold on satisfactory
terms and the sorvico maintained, or unless it shall appear -within a nates for ocean mau
reasonable time that such line can not bo made self-sustaining. Tho scryice"aiiowcd.
Postmaster General is authorized, notwithstanding the Act entitled v  'p'al’
“An Act to provide for ocean mail service betweenthe United States
and foreign ports, and to promote commerce,” approved March 3,
1891, to contract for the carrying of the mails oversuch lines at such
%nce as may be agreed upon oy the board and the Postmaster rmho, =
eneral: Provided, That preference in the 3ale or assignment of Profon'co in sairg,
vessels for operation on such steamship lines shall be given to per- ctc',ofv* s<I3tur<Jor-
sons who aro citizens of tho United States who have tho support,
financial and otherwise, of the domestio communities primarily inter-
ested in such lines if the board is satisfied of the ability of such per-
sons to maintain the service desired and progosed to he maintained,
or to persons who are citizens of the United States who may then be
maintaining a service from the port of the United States toor in the
general, direction of the world market port to which the board has
etermined that such service should be established: Providedfurther,
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e@St S Uono<pre' That where steamship lines and regular sorvico havo been established
and are being maintained bP( ships of the board at tho timo of tho

enactment of this Act, such lines and service shall bo maintained by

the board until, in the opinion of the board, the maintenance thereof

_ is unbusinesslike and against tho publio interests: And provided
mmtlcrvico not’t<dofarther, That whenever the board shall determine, as provided in this

pReren Qiiogamo ~ ot trade conddtiorbs warrant }ho establ{shment %f asorvica or
Oraopemungsam servicd under Govomment administration where a sendee

is already being given by persons, citizens of the United States, tho

rates an char?e,s for such Government service shall not bo less than

the costthereof, |nc|ud|n(l; a proPer interestand depreciation chargo on
the value of Government vessels and equipment employed therein,

rocfcdrofdevaio in' . ®EQ*s. That it shall he the dli)ty of tpe board, in coogeratlon Wltg
water commorcotrand the Seoretary of War, with the object of promoting, encouraging, nn

Q"‘m tfilorlU(dssif developing ports and transportation facilities in connection with

“tei " water conimoroe over which it has jurisdiction, to investigate terri-

torial regions and zones tributary to such ports, talcing into consid-

eration the economies of transgortatlon by rail, water and highway

and the natural direction of the flow of commerce; to investigate

the causes of the congestion of commerce at ports and tho remedies

applicable thereto; to investigate tho subject of water terminals,

mcludln? the necessary docks, warehouses, apparatus, equipment

and appliances in connection therewith, with a view to devising and

suggesting the types most appropriate for different locations and for

the 'most” expeditious and economical transfer or interchange of

passengers or prq[)erty between carriers by water and carriers by

rail; to advise with communities regarding the appropriate location

and plan_ of construction of wharves, piers, and water terminals;

to investigate the practicability and advantages of harbor, river,

and port improvements in connection with foreign and coastwiso

trade; and toinvestigate any other matter thatm ar tend to promoto

_ and encoutaﬂe the use by vessels of ports adequate to care for tho

Pmciso freight which would naturally pass through such ports: Provided,

-t i1 S iL _1 j CE N, . /n _ em

MCISO. )
FfndInWM tnifetrL. mi.

te
IC

commission foractioau to the jurisdiction of the interstate Commerce Commission aro detri-
mental to the declared object of this section, or that new rates,
charges, rules, orregulations, new or additional port terminal facili-

ties, or affirmative action on the partof such common carriers by rail

is nec_es.sarY.to_ promote the objects of this section tho board maK

submit its findings to the Interstate®ommerce Commission for suc

action as such commission may consider proper under existing law.

on~S eloidggilds  Seo. 9. That if the terms and conditions of any sale of a vesse
rSrecTpaymeit?ll * made under the provisions of this Act include deferred payments of
the purchase price, the board shall require, as part of such terms and

conditions, that the purchaser of the vessel shall keep tho siuno

Fire, marine, etc.  INSUTed (a) against loss or damage by fire, and against marino risks
and disasters, and war and other risks if tho board so specifies, with
suoh insurance companies, associations or underwriters, and under
such forms of policies, and to such on amount, as the board may pro-
Protoction and in- SCribe or approve; and (b) by protection and indemnity insurance
demnity. with such insurance companies, associations, or underwriters and
under such forms of policies, and to such an*amount as tho board
may prescribe or approve. Tho insurance required to bo carried
under this section shall be made payable to the board and/or to tho
_parties as interest may appear. The board is authorized to enter
Payment of premi- Into any agreement that it deems wise in respeot to tho payment

‘m and/or the gruarantee of premiums of insurance,

insuranco fund au-  seo. 10. That the hoard may create out of net revonuo from
mmt'v'JSs, (°antf operations and sales, and maintain and administer, a soparato in-
etc. 'surance fund, which it may use to insure in whole or in part,
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against all hazards commonlljy covered by insurance policies in such
cases, any interest of the United States (1) in any vessel either
constructed or in process of construction, and %2) in any plants or
materiuls heretofore or hereafter acquired by the board or hereby
transferred to the board. , ,

Seo. 11, That during a period of five years from the enactment of /uSkSI™0L*1 lona
this Act the board may annually set yside out of the revenues from auaoth«uliomn?"
sales and operations a‘sum not exceeding $25,000,000, to be known B
as its construction lean fund, to be usod in aid of the construction 030 specified,
of vessels of the best and most efficient type for the establishment
and maintenance of service on steamship lines deemed desirable and
necessary by the board, and such vessels shall be equipped with
the most modem, the most efficient, and the most economioai _
machinery and commercial appliances. The board shall use such ntVi™ t°A L
fund to the extent ra/iired upon such terms as the board may Jao3
prescribe to aid person citizens of the United States, in the con-
struction br them in private shipyards in the United States of the Uen) etc.
foregoing class of vessels. No aid shall be for a greater sum than
two-thiras of the cost of the vessel or vessels to be constructed, and
tho board shall require such securltff, including a first lien upon the
entire interest in the vessel or vessels so constructed as it shall deem
necessary to insure the repayment of such sum with interest thereon
and the maintenance of the service for which such vessel or vessels .
are built. . o Cae ic t

Seo. 12. That all vessels may be reconditioned and kept in. suitable by “oa«fmtu’dL
repair and until sold shall be managed and operated by the board or posedor-
ohartered or leased by it on such terms and conditions as the hoard
shall deem wise for the promotion and maintenance of an efficient
merchant marine, Fursuant to the policy and purposes declared in .
sections 1 and 5 ofthis Act; and the Unjted States Shipping Board corpSrau?niconiL°u
Emergency Fleet Corporation shall continuo in existence and have tooperate vessels, ofc.
authorltY to operate vessels, unless otherwise directed b%_law, until
all vessels are sold in accordance with the provisions of this Act, the
provision in section 11 of the “ Shipping Act, 1916,” to the contrary N pi3,
notwithstanding. . _ _

Seo. 13. That tbo board is further authorized to sell all proPerty JE N2y n?
other than vessels transferred to it under section 4 upon such terms
and conditions as the board may determine and prescribe. Net prococd, or

Sec. 14, Thatthe netproceeds derived by the board priorto July 1, tivities, ofc.

1921, from any activities authorized by this Act, or b{ the “ Shipping of
Act, 1916," or by the Acts specified in section 2 of this Act, except

such an amount as the board shall deem necessary to withhold as

operating capital, for the purposes of section 12 hereof, and for the

insurance fund authorized in section 10 hereof, and for the construc-

tionloan fund authorized in seotion 11 hereof, shall be covered into the

Treasury of the United States to the credit of the board and may be

expended by it, within the limits of tho amounts heretofore or here-

after authorized, for the construction, requisitioning, or purchasing of o
vessels. After Ju_ly 1, 1921, such net proceeds, less sucn an amount AfterJulyi, mi.
as may be authorized annually by Conqress to be withheld as oper-

ating Capital, and less such sums as maylbe needed for such insurance

and constructionloan funds, shallbe covered into the Treasury of the

United States as miscellangous receipts. The board shall, asrapidly = &5£8fflcy“tS
as it deems advisable, withdraw investment of Government funds be withdrawn, efC.
made during the emergency under the authority conferred by the

Acts or parts of Acts repealéd by section 2 of this Act and cover the

net proceeds thereof into the Treasury of the United States as miscel-

laneous recelﬁts. , , ,

Sec. 15. That the board shall not require payment from the War g* Q?v”uQs]
Department for tho charter hire of vessels owned by the United by war Department.
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States Government furnished by the board from July 1, 1918, to
, , Juno 30, 1919, inclusive, for the use of such department, o
nouitag of shipyard ~ Sec. 16. That all authorization to purchase, build, requisition,
* Autfioruations “for, lease, exchange, or otherwise acquire houses, bUI|dInﬂS orland under
<33 .. entitled “AnAct to authorize and empower the United States
“o p- ¢+ Shipping Board Emergency Fleet Corporation to purchase, lease
requisition, or otherwise acquire, and to sell or otherwise dispose of
improved orunimproved lands, houses, buildings, and for other pur-
eSpSwsallowed Roses." a1ppr0ved March 1, 1918, is hereby terminated: Provided,
owever, That expenditures may be made under said Act for the
~repair of houses and buildings “already constructed, and the com-
di Pre”on  su®h houses or buildings ashavo heretofore been contracted
rectod.7 "tor or are under construction, it considered advisable, and the board
IS authorized and directed to dlsPose of all such properties or the
rinterest of the United States in all such properties at as early a date
as practicable, consistent with good business and the best interests
of the United States. . _ _
son Klver, Hoboken) ~ Seo. 17. That the board is authorized and directed to take over on
Nnoord to tako over, JaPuaiY h 1921. tho Possessmn and control of, and to maintain and
control, otc. develop, alldocks, piefs, warehouses, wharves and terminalequipment
and facilities, including all leasehold easements, rights of way,
riparian rights and other rights, estates and interests therein or ap-
0 'p purtenant thereto, acquired by the President by or undor the Act
entitled “ An Act making appropriations to supply urgent deficiencies
in appropriations for the fiscal year ending Juno 30, 1918, and prior
fiscal years, on account of war expenses, and for other purposes,”
other, do c aPPpOved March 28, 1918, ,
acquired %ngnngtor Fﬁe possession and control of such other docks, piers, warehouses,
fcnSi'toBoard. tra* * wharves and terminal equipment and facilities or parts thereof, in-
cluding all leasehold easements, rights of way, riparian rights and
otherrights, estates or interests therein or appurtenant thereto which
were acquired by the War Department or the Navy Department for
m|||tar%/ or naval purposes during the war emergency may bo trans-
ferred by the President to the board whenever the Prosidont deems
~such transfer to be for tho best interests of the United States.
toTA A rofNa@?  The President ma;r1 at any time he doems it necessary, by ordor
nwds theredf, permit- Setting out the need therefor and fixing the period of such rood, perm it
or transfer the possession and control of uny part of tho proporty
taken over by or transferred to tho board undor this section to tho
War Department or tho Nav>[/ Deﬁartmentfor then" noods, and when
, in the opinion of the Presidentsuch need therofor ceases the possession
soto restricted. ~ an(j controlofsuch Property shallrevert to the board. None of such
vo, 9 p 73 propert¥shallbesod_exceptasma be hereafterprovided by law.
voMo.phobomend- Seo. 18. That section 9 of the "Shipping Act, 1916, is amended

¢ vessels I 40 rea<* aQ follpws:
froﬁsﬁoardbo‘?“c!ﬁzens‘ Eec 29 TR any vessel purchased, chartered, or leased from tho
N A wynOrcimreg board, bg/ persons who are citizens of the United States, may be
registered or enrolled and licensed, or both registered and enrolled
_ . and licensed, as a vessel of the United States and entitled to the
foreign brnit vcs- benefits and privileges appertaining thereto: Provided, That foreign-
coMtwto' tradcM4 ves3e™ udmitted to American registry or enrollment and license
owned, €{C, by Citi- under this'Act, and vessels owned b;g any corporation in which the
ren3, United States is a stockholder, and vessels sold, leased, or chartered
by the board to any person a citizen of-tho United States, as pro-
vided in this Act, may engage in the coastwise trade of the United

) States while owned, leased, or chartered by such a person.

sndTregijtry Wted *r* *‘Every vesselpurchased, chartered, or leased from the board shall,
' unless otherwise authorized by the board, be operated only under
suchregistry orenroliment and’license. Such vessels while employed
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s,ole_lly asmerchantvessels shall be subject to all laws, requlations, and
liabifities govorning merchant vessels, whether the United States be thoroior.
interested theroin asowner,in whole orin part, orhold any mortgage,

lien, or othor interest therein. .

*It shall be unlawful to sell transfer or mortgage, or, exceptunder Subject
regulations prescribed by the board, to charter, any vessel purchased
from tibe board or documented under the laws of the United States
to any person not a citizen of the United States, or to put the same
under alforelgn registry or flag, without first obtaining the board's
approval. ‘

p‘pAny vessel chartered, sold, transferred or mortga?ed to a person . Forioituro tor vioin-
not a citizen of tho United States or placed under a Qre|gn_reg|strY t0n3'
0r flaq,_or operated, in violation of any ﬂrovmon of this section shall _ .
be forfeited to the United States, and whoeverviolates any provision Punishment im-
of this section shall be %unty of a misdemeanor and subject to a fine *
of not more than $5,000, or'to imprisonment for not more than five
years, or both.” , , _ o _

Seo. 19. (1) The board is authorized and directed in aid of the auth°rit? °<
accom}Pllshment of the purposes of this Act .

(a) To make all necessary rules and regulations to carry out tho ruwlotcnecos3nr?
progmgns ofkthls Act;d ati fecting shiooing in tho foreian 0Ebiti* g

0 make rules and requlations affecting shipping in tho forejgn to?0rabittoti” ofia<S'
tra(dg_ not in conflict with Igw in order.to_agjustpopr rﬁeet .generafgor competitive Qracuoe*;
special conditions unfavorable to shipping in tho foreign trade, ArelkU- coun’
whether in any particular trade or upon anP/ particular route or in
commerce generally and which arise out of or result from foreign
laws, rules, or regulations or from competitive methods or practices
employed by owners, operators, agents, or masters of vessels of a
foreign country; and . _

(c) To request-tho head of any d%Partment, board, bureau, or maitsqadfto Siy!
agency of the Government to suspend, modify, or annulrules-orregu- etc, itab'isiica ruicl
lations which have been established b?/ such department, board, o'
bureau, or agency, or to make new rules or regulations affecting _
shipping in tne foreign trade other than such rules or regulations Ex.ptions.
reIatmg to the Public Health Service, the Consular Servico, and tho
Steamboat Inspection Service. . o

2) No rule or regulation shall hereafter be established by any ei™?hipptofrade
department, board, bureau, or agency of the Governmentwhich affect subject to approval ol
sh|pf)_|n in tho foreign trade, exceptrules orregulations affectmq tho  Exception®.
Public Hoalth Servico, the Consular Service, and the Steamboat In -
spection Service, until sufih rule or requlation has been submitted to
tne board for its approval and final action has heen taken thereon by
the board or the President.

(3) Whenever the head of any department, board, bureau, or rules, eto*, tobo sub-
agency of the Government refuses to suspend, modify, or annul any t0thOProsl
rule of requlation, or make a new rule or regulation upon request of
the board, as provided in subdivision (c) of paragraph (1) of this
section, or objects to the decision of the board In respect to the
approval of any rule or regulation, as provided in paragraph (2) of
this section, either the board or the head of the department, board,
bureau, or agency which has established or is attempting to establish
the rule or regulation in question may submit the facts to the Presi- Jction ttcrwm'
dent, who is hereby authorized to eStablish or suspend, modify, or
annulsuch rule orregulation. . o

_(4) Noruleorregulation shall be established which in any manner Govomment“vMsoa
gives vessels owned by the United States any Preferenc.e or favor overcitium owned,
over those vessels documented under the laws of the United States
and .owned by persons who are citizens of the United States.

o
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NCommon carrim by . Seo.20. (1) Thatsection 14 of the Shipping Act, 1910, as amended,
jfoh33p.733.am*nd. is amended to road as follows: . . .
0 Bpooitio restriction ~_* Seo. 14. That no common carrier by water shall, directly or in-
totircotmtriMOb y d ire c tly, in respect to tho transportation by water of passengers or
property between a port of a State, Territory, District, or possession
g(f)utn(tery nited States and any other such portor a portofa foreign
knowing deterredro- ~ * First. Pag.; or allow, or enter into any combination, agreement,
N orunderstanding, express or implied, to&my or allow, a deferred re-
Definitian. bate to any shipper. The term 'deferred rebate’ in this Act means
areturn of'any portion of the freight money by a carrier to any ship-
peras a consideration for the giving of all or any portion of his ship-
ments to the same or an?/ other carrier, or for any other Furpose, the
Fayme,nt of which is deferred beyond the completion ot the service
or which it is paid, and is made only if, durm(}] both the period for
which QomFuted and the period of deferment, the shipper has com-
~ . plied with the terms_ofthereb_ate_aﬁreementorarrangement,. ,

Usingfightingships. ~ "Second. Use a fighting Shlﬁ either separatel?{ 0rin conjunction
with any other carrier, through agreement or otherwise, The term
Definition. ‘fighting ship ' in this Act means a vessel used in a particular trade
by acarrierorgroup of carriersfor the purpose cf excluding, prevent-
|tngdor reducing competition by driving another carrier out of said

ra

e.
RetoiiaUng, etc,  “ Third., Retaliate against.any spipper by refusing, or threatenin
againsts - ppen. refuse”3pacl accom%odatmngwpepnpsuc?wyare ava|Pab?e, orresortt
other discriminating or unfair methods, because such shipper has
{Jatronlzed anY other carrier or has filed a complaint charging unfair
. reatment, or for any otherreason, o
crim ty wppfng .* Fourth. Make any unfair or unjustly discriminatory contract
contracts. with any shipper based on the volume of freight offered, dr unfairly
Details. treat or unjustly discriminate against anY shjp_per in the matter of
o (a) cargo space accommodations or other tacilities, due regard being
had for the properloading of the vesseland the available tonnage; (b)
tho Ioadm(l; and landing of freight in proper condition; or {c) the
. adjustment and settlement of claims, _ _
tionlnaXts or vlQ“ Any carrier who violates any provision of this  section shall be
gunty of a misdemeanor punishable by a fine of not moro than
_ 25,000 for each offense.” , , ,
Now section. () The Shipping Act, 1916, as amended, is amended by insorting
~aftersection 14 a new section to read as follows:
Bmrd'S'toocSoipeE  “ Seo. 14a. The board upon its own initiative may, or upon com-
samnotatiiens.  * plaint shall, after duo notice to all parties in interést ana hearing,
determine whether any person, not a citizen of the United States
and engaged in transportation by water of passengersorproperty—
violations of abovo (L] Has violated any provision of section 14, or .
pT>atynto combine- ~ * (2) Is a party to any combination, agreement, or understanding,
Amefican”caiiier™by express or implied, that'involves in respect to transportation of pas-
vrater. sengers or property between foreign ports, deferred rebates or any
other unfair pracfice desqnated In section 14, and that excludes
from admission upon equal terms with all other parties thereto, a
common carrier by waterwhich is a citizen of the United States and
Whl(ltp ?ﬁs %ppllgddfotr such adtnp]wtsmn. ; has violated
i . e.board determines that any such person has violated an
Pﬁ&@f&oﬁﬂﬁéﬁc@?m such provision or is a party to any smw compbln.atlon, agreement, 0);
~understanding, the board ‘shall thereupon certify such fact to the
reSmtrymltii'»& Secretary of Commerce. The Secretary shall thereafter rofuse such
stioncooso. Berson the right of entry for any ship owned or Oﬁerated by him or
Y any carrier directly or indirectly controlled by him, into any port
of the'United States, or any Territory, District, or possession thereof,
until the board certifies that the violation has ceased orsuch combina-
tion, agreemont, or understanding has been terminated.”
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Seo.21. Thatfrom and after February 1, 1922, the coastwise laws  coastwise laws,
of tho United States shall extend to the island Territories and poS- territories nnd posses-
sessions of the United States not now covered thereby, and the board ~ Fchnmrr 'm
is directed prior to the expiration of such year to have established hSwi to establish
adequate steamship service at reasonable_rates to accommodate tho tSSowith'* ‘
commerce and the passenger travel of said islands and to maintain
and operate such service until it can be taken over and operated and
maintained upon satisfactory terms by private capital and enter-

rise: Provided, That if adequate ship m? service is not established period,

?/ February 1, 1922. the President shall extend the period herein

allowed for the establishment of such service in the case of any

island Territory or possession for such time as.m aY be necessary for

the establishment of adequate shlpﬁlng facilities therefor: Provided =
further, That until Congress shall have authorized the registry as Philippi™ islands
vessels of the United States ofvessels owned in the Philippine Islands, imoZ. 0"su
tho Government of the Philippine Islands is hereby authorized to

adopt, from time to time, and enforce regulations governing tho
transportation of merchandise and passengers between ports or places

in the Philippine Archipelago: And provided further. That the fore- ippisottsimsasrenia
(l;om provisions of this section shall not take effect with reference to X hifflif8sorvl*
he Philippine Islands until the President of the United States after

a full investigation of tho local needs and conditions shall, by proc-

lamation, declare that on adequate shipping service has bo6n estab-

Itlrs]hed as herein provided and fix a date for the going into effect of

e same,

Seo, 22, That the Act entitled “An Act giving the United States -
Shipping oarg power to suspend present p?ov_l's%ns OTUIQIW a_n% per- or TSRS RIS
m it vessels of foreign re%lstr ana foreign-built vessels admitted to »ssx~  p. sz, re-
American registry under the Act of August 18, 1914, to engage in the Palod-
coastwise trade during the presentwar and for a period of onehundred
and twent%days thereafter, except the coastwise trade with Alaska,” Pmugt
approved October 6, 1917, is hereby repealed: Provided, That all Foreign' built ot
foreign-built vessels admitted to American re%lstry, owned on Febru- _~ SjrownS by
ary 1, 1920, by persons citizens of the UnitedStates, and all foreign- civicns.
built vessels owned by the United States at the time of the enactment
of this Act, when sold and owned by persons citizens of tho United
States, may engage in the coastwise trade so long as they continue in
such, ownershlp, subject to the rules and regulations of such trade: .
Provided, That the board is authorized to |ssue§ermltsf0r the carry- Bowiui, p~ecr
ing of pdssengers in foreign ships if it fleems it necessary so to'do, PeittadtyFenilay
operatlngb between the Territory of Hawaii and the Pacific Coast *192-
up to February 1, 1922,

Seo. 23. That the ownerof a vessel documented under the laws of low”orore »
the United States and operated in foreign trade shall, for each of the £ Oshlps 10 rorcign
ten taxable years while so operated, beginning with the first taxable
¥lear ending after the enactment of this'Act, be allowed as a deduc-
ion for the piirpose of ascertaining his not income_subject to the Vol-mbp- 105+
war-profits ana excess-profits taxes imposed by Title 'IH of the
Revenue Act of 1918 an amount equivalent to the net earnings of Amount-
such vessel during such taxable year, determined in accordance with
rules and regulations to be made by the board: Provided, Thatsuch amount
ownershallnot be entitled to such'deduction unless durln(t;_such tax- to boused forbuudin?
able year he invested, or set aside underrules and regulations to be Americanshipyonis.
made bg the board in a trust fund for investment, in the building in
shipyards in the United States of new vessels of a type and kind
approved b1y tho board, an amount, to he determined by the Secre-
tary of the Treasury and certified b?/ him to the board, equivalent
to the war-%roflts and excess-profits taxes thatwould h ivo been pay-
able by such owneron account of the not earnings of such vessels
butfor the deduction allowed under the provisions of tin* action:
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PnrtofcoMtojeu® Providedfurther, That at least two-thirds of the cost of any vessel
Imds. ordinary under this paragraﬁh shallbe paid for outof thoordinary
_ _ funds or capital of the person having such vessel constructed.
tion'opmiM  “rem - durlng the Ferlod ?f ten earé from the enactmeqt of this
_.0fAmScanshifw Act any person a cltizen of the United States who may sell a vessel
biuit*rior fo Janmiry documénted under the laws of the United States and huilt prior to
January 1,1914, shall be exempt from all income taxes that would
nKSS 'S bepayable uponany of the proceeds of such sale under Title I, Title
tobj turn from pro- 1, ‘and Title H i of’the Revenue Act of 1913 if the entire proceeds
thereof shall be invested in the bqumg of new ships in American
shipyards, such ships to be documented under the laws of the
United States and to be of a type approved by the board,
on AmcHemcsseis™ "E?‘ Nat allmails of the United Stutes shipped or carried o
ancontrac?Do3?ign- vessels shall, 1f practicable, be shipped or carried on American-built
meats forbidden, et«. VESSelS documented under the laws of the United States. No con-
tract hereafter made with the Postmaster General for carrying mails
on vessels so built and documented shall be asslgned or 6ublet, and
no mails covered by such contract shall be carried on any vesselnot
sobuiltand documented. No moneyshallbe paid outof the Treasury
of the United States on orin relation’to any such contractfor carrying
mails on vessels so built and documented when such contract has
been assigned or sublet or when mails covered by such contract are
in violation of the terms thereof carried on any vessel not so built
amtemimivon  of and documented. The board and the Postmaster General, in aid of
re" the development of a merchant marine adequate to provide for the
maintenance and expansion of the forel%n 0r coastwise trade of the
United States and of a satisfactory postal service in connection there-
with, shall from time to time detérmine the just and reasonable rate
of com,o,ensatlon to be paid for such service, and the Postmaster
Generalis hereby authorized to enterinto contracts within the limits
of appropriations made therefor by Congress to pay for the carrying
cabio0L Act not oppl" _ Slick maik i1l such vessels at such rate.  Nothing herein shall be
v0|.2qp.8§0. W affected E]% the Act entitled " An /ict_to proqu& for oCean ma|FserV|ce
between the United States and foreign ports, and to promote com-
. merce,” approved March 3, 1891. _
shippingBuroou of  Sec. 25. That for the classification of vessels owned by the United
classification of ves- States, and for such other E_u,r 0sesin connectjon therewrch as are the
seisby, recogniiod. ~ proper functions of a classification bureau, all departments, hoards,
bureaus, and commissions of the Government are nereby directed to
recognize the American Bureau of Shipping as their agencY s0 long
as the American Bureau of Shipping continues to bo maintained as
an organization which has no capital stock and pays no dividends:
_oovemment r<prét Proviged, That the Secretary of Commerce and tho chairman of the
jentativctobooncom- board shall each appoint one representative who shall represent tho
Government upon the executive committee of the American Bureau
of Shipping, and the bureau shall agree that these representatives
shall ba accepted by them as active members of such committee.
Such representatives of the Government shall serve without any com-
flcM tV LSUt Peiisation, _exceP_t necessary traveling exP_enses: Provided further,
Vessels. That the official list of merchant vesselS published by the Government
shall hereafter contain a notation clearly indicating all vessels classed
by the American Bureau of Shipping.
pSJSa~carried Seo, 26. That cargo vessels documented under the laws of the
on, mmted. United States may carry not to exceed sixteen persons in addition
to the crew between any ports or places in the United States or its
Districts, Territories, or possessions, or between any such ﬁort or
place and ang foreign port, or from any foreign port'to another for-
eign port, and such vessels shallnot be held tob e *passengervessels”
_ ~or*vessels carrying passengers” within the meaning of the inspection
ufTsavmg ogoip- Inws.and the rules and requlations thereunder: Promded, Thatnothing
m-ntreouaed. herein shall be taken to éxempt Buch vessels from the laws, rules, ana



regulations respectinq life-saving equipment: Provided further, That t0bSgv«n!risk" ctc'
when any such vessel carries pérsons other than the crew as herein
provided for, the owner, agent, or master of the vtssel shall first
notify such personsof the presence on board of any dangerous articles,
as défined by law,-or of any other condition or circumstance which
would cons,ﬂltute a risk ofsafet%,for assenger or crew. _ Reciprocal  allow.
The privilege hestowed by this section on vessels of the United ancento foreign cargo
States shall be extended insofar as the foreign trade is concerned to T
the cargo vesselsof ang/ nation which allows the like privilege to cargo
vessels of the United States in trades not restricted to vessels under
tﬂ' forfailure to

't_SF%Wﬂrfelagh the part of the owner, agent, or master u* the vessel to ghenoiceolmc.

give such notice shall sub_{ect the vessel to a penalty of S500, which

may be mitigated or remitted by the Secretary of Commerce upon a

proper re7presentat|on of tne facts. Merchandise - tnms-
Seo. 27. That no merchandise shall be transported by water, 0r ported M coastwise

byland and water, on penalty of forfeiture thereof, between pointsin tK~ k” tanv"$

tie United States, including Districts, Territories, and possessions toboiorteited.

thereof embraced within the coastwise laws, either directly or via a

foreign port, or for any part of the transportation, in any other vessel

than a vessel huilt in"and documented under the laws of the United

States and owned by persons who are citizens of the United States,

or vessels to which the r|V|Ie%e of engaging in the coastwise trade

is extended by sections 18 or 22 of this’Act: Provided, That this sec-

tion shall not apply to merchandise transported between points

within the continental United States, excluding Alaska, over through

routes heretofore or hereafterrecognized by tho Interstate Commerce

Commission for which routes rate tariffs have been or shall hereafter

be filed with said commission when such routes are in part over

Canadian raillines and theirown or other connecting water facilities: Ucotlont0 Yu

Provided further, That this section shall not become effective upon konSiverdelayed. u'

the Yukon river until the Alaska Railroad shall be completed and

the Sh|pp|ntt; Board shall find that proper facilities will be furnished

fortransportation by persons citizens ofthe United States for properly

hagdlln? th$ traffic. o . . friction 0N jower
ec. 28. Thatno common earner shall charge, collect, or receive, mil charges for trans-

fertransportation subject to the Interstate Commerce Actof persons

or property, -underany jointrate, fore, or charge, orunderany export, water carriers. "

import, or other proportional rate, fare, or charge, which is based in

whole or in part on the fact that the persons or pro ert%/ affectod

thereby is to be transported to, or has been_transPor ed from, any

portin a possession or dependency of the United States, or in a for-

eign country, by acarrier bywatenn foreign commerce,anylowerrate,

fare, or charge than that charged, collected, or received by it for the

transportation of persons, or of a like kind of property, for the same _

distance, in the some direction, and overthe sameroute, in connection American V@.

with commerce wholly within the United States, unless the vessol S0 scisweeptod.

transporting such perSons or property is, or unless it was at the time o

of such transportation by water, documented under the laws of the suspension. if no

United States. . Whenever the boa{d is of the opinjon, however, that ®dM ra_incimics at-

adequate shipping faclfties to or from any port in a possession or (&g > Amwwicun

dependency of the United States or a foreign country are not afforded

by vessels 'so documented, it shall certify this fact'to the Interstate

Commerce Commission, and the commission may, by order, suspend

the operation of the provisions of this section ‘mevln respect to the

rates, fares, and charges for the transportation by rail of Rersons and

progerty transported from, or to be transported, to such ports, for

such length of time and under such terms and conditions as it maz TerminaUon - whm

prescribe in such order, orin any order supplemental thereto. Such facilities anorded.

suspension of operation of the provisions of this section may be ter-

minated by oraer of the commission whenever the board iIs of the
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opinion that adequate shippingf facilities by such vessel." >such ports

Definitions. are afforded and shall so certify to the commission.
“Assodfition.” Sec.29. (a) Thatwhenever-used in this section— .
1 The term * association” means any association, exchange, pool,

“ Marine  Insumnco com%matmn, or other arrangement for concerted action; ana

companies.’ (2) The term “marine inSurance companies’ moans any persons,
companies, or associations, authorized to write marine insurance or
_ reinsurance under the laws of the United States or of a State, Ter-
Marino  Insumnco ritory, District, or possession thereof, _ ,
associations. (b_Y Nothmq1 contained in the " antitrustlaws” os designated in
onutruBtnwa, ~ “ section 1 of the Act entitled *An Act to supplement existing laws
voi.3s,p.730.  against unlawful restraints and monopolies, and for other purposes,”
approved October 15, 1914, shall be construed as decIarmP illegal an
. association entered into by marine insurance companies for the fol-
riskSete. 0 lowing purposes: To transact a marine insurance and reinsurance
businéss in the United States and in foreign countries and to reinsure

or otherwise apportion among its membership tho risks undertaken

_ by such association or any of tho component members, ,
snip Motgngo Act, “Seo. 30. Subsection A. That this section may be cited as the * Ship

Mortgage Act, 1920."

Definitions. DEFINITIONS.

Subsection B. When used in this section—

“ Document.” i (1) The term “document” includes registry and enrollment and
icense;

“Documented”  (2) The term “documented” means registered or enrolled or
licensed under tho laws of tho United States, whether permanently or
temporarily;

tatiom” ot documen”  (3) The term “port of documentation” means tho port at which
the vessel is documented, in accordance with law;
unitedStstos.” r th° ~ (4) The term *vessel of the United States” means any vessel
documented under the laws of the United States and such vessel shall
be held to continue to be so documented until its documents are sur-
I rendered with the approval of the board; and _ _
origagee: (52 The term * mortga?ee,” in the case of a mortgage involving a

trust deed and a bond issue thereunder, means the trustee designated
in such deed.
conroymcM °f HECORDING OF SALES, CONVEYANCES, AND MORTGAGES OF VESSELS OF
SWtoS*"sS B UNITED 8TATES-

toQocmorbm,olfsts€ ~ Subsection C. (a) No sale, conveyance, or mortgage which, at the
Ot time such sale, conveyance, or mortgage is made, includes a vessel of
the United States, or any portion thereof, as tho whole or any part of
the property sold, convoyed, or mortgaged shall be valid, in respect
to such vessel, against any person other than the grantor or mort-
gagor, his heir or devisee, and a person having actual notice thereof,
until such bill of sale, conveklance, or mortgage is recorded in the
office of the collector of customs of the port of documentation of
such vessel, as provided in subdivision (b(} of this subsection.
Record book. (b) Suchcollectorof customsshallrecord bills of salo, conveyances,
contents M m°rigages, delivered to him, in the order of their reception, in
books to e Keptfor that purpose and indexed to show—
1) The name of the vessel;
2) The names of the parties to the sale, conveyance, or mortgage;
3) The time and date of reception of the instiument;
4 Thhe interestin éhg vess?Iso sold, cor}vehyed, ormortgaged; and
Mortgages of vessels 5) The.amount an ate of maturit e mortgage. . .
Requgir_gments o u)bsectmn D. {a? A vahd mortgage)\’/v%lc%, at thegt|%1e it is made
whmsoidfoto.statu3' includes the whole of any vessel of the United States of 200 gross tons
and upwards, shall in addition have, in respect to such vessel and as
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of tho date of the compliance with all the provisions of this subdi-
vision, tho preferred status given by the provisions of subsection

M, if— o :
(1) The mortﬂage is indorsed upon the vessel's documents in ac-
cordance with the provisions of this section; . _
(2) The mortgage is recorded as provided in jubsection C, together
with the time and date when the mortgage is so indorsed,;
(3) An affidavit is filed with the record of such.mort?age to the
effect that the mortgage ismade in good faith and without any design
to hinder, delay, or defraud any emstmg or future creditor of tne
mortgagor or any lienor of the m_ort?age vessel; _
(4) The mortgage does not stipulate that the mortgagee waives
the preferred status thereof; and _
5) The mortgagee is a citizen of the United States. , :
b) Any mortgage which compliesin respect to any vessel with the rooar ™ Pl
conditions enumerated in this subsection Is hereafter in this section
called a “ preferred mortgage” as to such vessel. indorsements
(c) There shall be indorsed upon the documents of a vessel covered quired oa docamenta
by a preferred mortgage— 01 Vessel.
1) The names of the mortgagor and mortgagee;
2) The time and date the indorsementis made;
3] The amount and date of maturity- of the mortgage; and
4) Any amount required to be indorsed by the provisions of
subdivision (e) or (f) of this subsection. .
Suchindorsement shall be made (12 by the collector of customs 0o rotc’ent by ccl'
of the port of documentation of the mortgaged vessel, or (2) by the
collector of customs of any L)ort in which the vessel is found, if’such
collector is directed to make the indorsement by tho collector of
customs of the port of documentation; and no clearance shall be
issued to the vesseluntilsuch indorsementis made. The collector of
customs of the port of documentation shall give such direction by
wire or letter at the request of the mortgagee and upon the tender of
the cost of communication of such direction. Whenever any new 0 nsw
document is issued for the vessel, such indorsement shall be trans-
ferrted to and indorsed upon the new document by the collector of
customs. ’
&e) A mortgage which includes property other than a vessel shall ottopro”tr.00"
not be held a Rreferred mortgage unless the mortgage provides for the
separate discharge of such property by the payment of a specified
portion of the mortga?e indebtedness.” If a Preferred mortgage so
provides for tho separate dlschar(t;e, the amountof the portion ofsuch
paymentshall be indorsed upon the documents of the vessel. o _
f) If a preferred mortgage includes more than one vessel and inciudn* moro®ium
provides for the seParate.dlsc arge of each vessel by the payment of a omvwmj.
portion of the mor gnag,e indebtedness, the amountof such portion cf
such paymentshallbelindorsed upon the documents of the vessel.  In sdelou 0 (0L on
case such mortgage does not provide for the separate discharge of a
vessel and the vesselis to be sold upon the order of a district court of
the United Statesin a suitin rem in admiralty, the court shall deter-
mine the portion of the mortgage indebtednéss increased by 20 Eer
centum (1) which, in the opimon of the court, the approximate value
of the vessel bears to the approximate value of all the vessels covered
by the mortgage, and (2) upon the payment of which the vessel shall
bé discharged from the ‘mortgage. .
Subsection E. The collector of customs upon the recordlngz of a mS’tpgar0 0600 10
preferred mortgage shall deliver two certified copies thereof to the
mortgagor who shall place, and use due dlllgence to retain, one copy
on board the mortgaged vesseland cause such copy and tho documents
of the vessel to be exhibited by the master to"any person having a*igtc.  onvos'
business with the vessel, which may give rise to a maritime lien
upon the vessel or to the sale, conveyance, or mortgage thereof.

44281<=- 21--—-65
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The master of the vessel shall, upon the request of any such person,
exhibit to him the documents of the vessel and the copy of any pre-
_ ) ferred mottgagFe of tho vessel placed on board thereof,
prior towiiues to Subsection F. The mortgagor (1) shall, qun request of the mort-
Sthrtpgee?ortp’sor?"GG- disclose in writing to him prior to the execution of any pre-
erred mortgage, the existence of any maritime lien, prior ‘mort-
. gage, or other obl|%at|on or liability upon the vessel to be mortgaged,
s4 ™ol i&a& thaic is known t0 the mortgagor, and (2%, wlthm#t the consent of the
cresting n lien. mortgagee, shall notincur, after the execution of such mortgage and
before the mortgagee has had a reasonable time in which to record
the mortgage and have indorsements in respect thereto made upon
the documents of tho vessel, any contractual obligation creatlnﬁ a
lien upon the vessel other than a lien for wages o fstevedores when
employed directly by the owner, OFerator, master, ship's hushand,
or agent of the vessel, for wages o1 the crew of tho vessel, for gen-
eral average, or for salvage, including contract salvage, in respect
to the vessel.
covered by tproferraa oUDSECtion G. (a) The collector of customs of the port of docu-
mentation shall; upon the request of an;{) person, record notice of
wg craim 0f @ hen upon a vessel covered, by a preferred mortgage,
together with the nature, date of creation, and amount of the lien,
and the name and address of the person. Any person who has
caused notice of his claim of lien to be so recorded shall, upon a dis-
charge inwhole orin part of the indebtedness, forthwith filo with the
collector of customs a certificate of such discharge. The collector
of customs shall thereupon record the certificate. =
mSmgM8 cte" °f  (h) The,mortt{;aﬂgor, upon a d|scha[([1e in whole or in part of the
mortgage indebfedness, shall forthwith file with the collector of
customs for the port of documentation of the vessel, a certificate of
such discharge. Such collector of customs shall thereupon record
Preferred mortgage. fche certificate. In case of a vessel covered by a preferred mortgage,
the collector of customs at the port of documentation shall (1) In-
dorse upon the documents of the vessel, or direct the collector of
customs at any port in which the vessel is found, to so indorse, the
fact of such discharge, "nd (2) shall deny clea: .nee to the vessel
~until such indorsement is made.
Recorf¥require- ~ Subsection H. (a) No bill of sale, conveyance, or mortgage shall
menu. be recorded unless It states the interest of the grantor or mortgagor
in the vessel and the interest so sold, conveyed, or mortgaged. .
Acknowledgments. ~ (b) No bill of sale, conveyance, mortgage, notice of claim of lien,
or certificate of discharge theroof, shall be recorded unless previously
acknowledged before a“notary public or other officer authorized by
a law of the United States, or of a State, Territory, District, or pos-
session thereof, to take acknowledgment of deeds. .
(c) _ In case of a cha, ~<in the port of documentation of a vessel
of the United States, no bill of sale, conveyance, or mortgage shall
be recorded at the new port of documentation unless there is fur-
nished to the collector of customs of such port, together with the
copy of the bill of sale, conveyance, or mor ga?e to be recorded, a
certified COPV of the record of the vessel at the former port of docu-
mentation furnished by the collector of such port. The collector of
customs at the new,P_ort of documentation is authorized and directed

to record such certitied copy, , ,
interestonprcfared M) A preferred mortgage may bear such rate of interest as is

otico,c c.

mortsnBes- agreed by the parties thereto. _
insjjecUon otrecords  SUbsection . Each collector of customs shall permit records made
Ru under the provisions of this section to be inspectod during office

hours, under such reasonable regulations os the collector may estab-
iumLahed2coploatob* [iSh. ~ Upon the request of any person the collector of customs shall
furnish him from the records of the collector's office (1) a certificate
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setting forth the names of the owners of any vessel the interest

held by each owner, and the material facta as'to any bill of sale or

conveyance of, any.mortgage covering, or any lien or other incum-

brancé upon, a specified vessel, (2) a certified copy of an.Y. bill of

sale, conveyance, mortgage, notice of claim of lien, or certiticate of

dlschar%e in respect to such veesel, or ([3) a certified copy as required ,
by subdivision (c) of subsection H. Tne colleotor of customs shall d°f recordin®
collect a fee for any bill of sale, conveyance, or mortgage recorded,

or any certificate or certified copy furnished, by him, m the amount

of 20 cents a folio with a minimum charge of 81.00. All such fees

shall be covered into the Treasury of the United States as miscel-

laneous receipts.
m PENALTIES. . Penalties.

_Subsection J. (a2 If the master of the vessel willfully fails to eX- be canceled on failure
hibit the documents of the vessel or the copy of any préferred mort- documents,
?age thereof, as required by subsection E, the board of local inspec-

ors of vessels having jurisdiction of the license of the master, may
suspend or cancel such license, subject to the provisions of “An ACt voi.«p.«H.
to provide for appeals from decision of boards of local inspectors of
vessels and for other purposes,” approved June A.O, . _

_(b) A mortgagor who, with intent to defraud, violates any pro- how iru?”?”
vision of subséction F, and if the mortgagor is a corporation 0T ass0- debts, etc., by mort-
ciation, the president or other principal executive officer of the cor- Blo’
poration or association, shall upon conviction thereof be held guilty
of a misdemeanor and shall be fined not more than 81,000 or im-
prisoned not more than 2 years, or both. The mortgaged indebted-
ness shall thereupon become immediately due and payable at the
elec |0nf of the mortgagee. . 0a prate* mort.

c) It any per. m”enters into any contract secured by, or upon the eases
credit of, a'vessel of the United Sfates covered b;{ a preferred mort-
gage, and suffers pecuniary loss b?/ reason of the failure of the collector contract covotodby.
of customs, or any officer, employee, or agent thereof, properly to
perform any duty required of thé collector under the provisions of
this section, the collector of customs shall be liable to such person .
for damages in the amount of such loss, If an% such person is 0t UWAcopmpe® Bwiud
caused any such loss by reason of the failure of the mortgagor, or reguirementa
master of the mortgaged vessel, or any officer, emplogee, or agent
thereof, to comply with any Erovmon_ of subsection E or F or to
file an affidavit as _requwed y subdivision (a) of subsection D,
correct in each particular thereof, tho mortgagor shall be liable to
such person for damages in the amount of such loss. The district 00° ladl*Uon nt
courts of the United States are given gurlsdlctlon_(but not to the
exclusion of tho courts of the several States, Territories, Districts,
or possessions) of suits for the recovery of such damages, irrespective
of the amountinvolved in the suit of the citizenship of the parties
thereto. Such suit shall be begun by personal service upon the Scrviceetc
defendant within the limits of the district. Upon judgment for
the plaintiffin any such suit, the court shall include in the judgment
an additional amount for costs of the action and a reasonable coun-
sel's fee, to be fixed by the court.

FORECLOSURE OF PREFERRED MORTGAGES. n

Subsection K. A preferred mortPage shall constitute a lien.upon the  Enforccm* | a licn-
mortgaged vesselin the amountof the outstanding mortage indebted-

ness secured by such vessel. Upon the default of any term or con-

dition of the mortgage, such lien may be enforced bY the mortgagee

by suitin rem in admiralty. Oru%lnal jurisdiction ot all such suits is tio”orFedcrauourL
gianted to the district courts of the United States exclusively. In
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Notices to be siren, addition to any notice by publication, actual notice of the commence-
ment of anY such suit snail be given by tho libellant, in such manner
as the court shall direct, to (1) the master, other ranking officer, or
caretaker of the vessel, and (2) any person who has recorded a no-
tice of claim of an undischarged hen upon the vessel, as provided
in subsection G, unless after search by the libellant satisfactory

_ to the court, such mortgagor, master, other ranking officer, care-

EHec;offailure.  taker, or claimant is not found within' the United States. Failure
to gflve notice to any such person, as required by this subsection,
shall not constitute a jurisdictional defect; but tho libellant shall
be liable to such person for damages in the amount of his interest

Recovery of dam-in the vessel terminated by the suit. it in personam for the re-

A covery of such damages may be brougxifc in accordance with the

provisions of subdivision (c) of subsection J.
btpMiw | kvusol  Subsection L. In any suitin rem in admiralty for the enforcement
A r of the preferred mort([;age lien, the court may appoint a receiver and
_ in its discretion, authorize the receiver to operate the mortgaged
"PossMsion by mar- vessel.  The marshal may be authorized and directed by the court
to take possession of the mortgaged vessel notwithstanding the fact
that the vesselis in the possession or under the control of any person

B _claiming a possessory common-law lien. o _

ttmoin"n!"'r8d mAi*  Subsection M. (a) When used hereinafter in_ this section, the term

Meaningot. “ﬁreferred.marm ¢ lien” means (1) a lien arising prior in time to
the recording and indorsement of a preferred mortgage in accordance
with the provision? of this section; or (2) a lien for damages arising
out of tort, for wages of a stevedore when employed directly b>{ the
owner, operator, master, ship's husband, or agent of the vessel, for
Wa?es,of the crew of the vessel, for general average, and for salvage,
including contract salvage. o

Termination of liens Lb) Ufpon the sale of ansy,mort aged yesse| b% orger_of a ?llstnct

npansoe yeoort.  COUT| 0f the United States in an% uit In rein m aamiralty for the

enforcement of a preferred mortgage lien thereon, all Freexlstm?
claims in the vessel, including any possessory common-law lien o
which a lienar is deprived under the provisions of subsection L shall

Attach thereatter to D€ Neld, terminated ‘and shall thereafter attach, in like amount and

pittoritiw, in accordance with their respective priorities, to the proceeds of
the sale; except that the preferred mortgage lien shall havo priority
over all claims against the vessel, except (1 Freferred maritime liens,
~and (2) expenses and fees allowed and costs taxed, by the court,

additiontpersoimin 10~ Subsection N. (a) Upon tho default of any term or condition. of
n a preferred mortgage upon a vessel, tho mortgagee ma.Y,. In addition
to all other remedies granted by this section, rmgq suit in personam
in admiralty in a district court of the United States, against the
mortgagor for the amount of the _outstandm%mortgage indebtedness
secured by such vessel or any deficiency in the full'payment thereof,
realty,oc.’cowcdby  (b). This section shall not be construed, in the case of a mortgage
mortgatjo.1 COVEI’IH%, In-addition to vessels, realty or personalty other than ves-
sels, or both, to authorize the enforcement by suitinrom in admiralty
of the rights of the mortgagee in respect to Such realty or personalty

other than vessels.

Transfois of mort-
gaged vessols and TRANBFERS OF MORTGAGED VESSELS AND ASSIGNMENT OF VESSEL
mS m 01'70° 301 «I'MORTGAGES.

“Approval of Board  Subsection 0. (a) The documents of a vessel of the United States
covered by a preferred mortgage may not be surrendered Jexce tin
the case of the forfeiture of the vessel or its sale by the order of any
court of the United States or any foreuT]n country), without the
approval of the board. The board shall refuse such approval unless
the mortgagee consents to such surrender.
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(b) The interest of the mortgagee in a vessel of the United States inerest of raortoer

covered by a mor,tqa%;,e, shall not be terminated by the forfeiture of forviolation offaw.
the vesselfor a violation of any law of the United States, unless tho
mortgagee authorized, consented, or conspired to effect the illegal
act, failure', or omission which constituted such violation.
(c) Upon the sale of any vessel of the United States covered by a oucstoot >
preferred mortgage, by order of a district court of the United States
m any suitin rem in admiralty for the enforcement of amaritime lien
other'than a preferred maritime lien, the vesselshall be sold free from
all preexisting claims thereon; but the court shall, upon tho request py e ot
of the mortgagee, the libellant, or any intervenes, require the pur-
chaser atsucnsale to give and the mortgagor to to accepta newmort-
gﬂage of tho vesselfor the balance of the term of the origin almortgage.
he conditions of such new mortgage shall bo the same, so far as
Practlcable, as those of the original mortgage and shall be subjectto . .
he approval of the court. If such new mortgage is given, the mort- price:
gagee shallnot be paid from tho proceeds of tne sale and the amount
p?)t/ ble as the Furchase price shall be held diminished in the amount
0

a
he new mortgage indebtedness. , %m ol
(d) No rights under a mortgage of a vessel of the United States asSpmcntloy Board!

shall be assigned to any person not a citizen of the United States
without the approval or'tne board. Any assignment in violation of
any provision of this section shall be void. _

_(e No vessel of the United States shall bo sold by order of a dis-
trict court of the United States in any suitiniem in admiralty to any
person not a citizen of the United States.

Maritime lieu lot
MARITIME LIENS FOR NECESSARIES ies.

Subsection P. Any person furnishing repairs, supplies, towage, use vo™* p°«lod t0

of dry dock or marine railway, or other necessaries, to any vessel,

whether foreign or domestic, upon tho order of the owner of suul.

vessel, or of a'person authorized by the owner, shallhave amaritime M t

lien on the vessel, which may be enforced by suitin rem, and it shall ~ oc*men’

nothe necessary to allege orprove thatcredit was given to the vessel.  Authorit t
Subsection Q. The following persons shall be presumed to have ropalraot"pnamnccL

authont?(/ from the owner to procure repairs, supplies, towage, use of

dry dock ormarine railway, and other necessaries for the vessel

The managing owner, ship’s“hushand, master, or any person to whom

the management of tne vessel at the port of supply’isintrusted. No

person tortiously or unlawfully in possession or charge of a vessel

shall have,authorlty to hind the vessel. o chartered vessels,
Subsection R. THe officers and agents of a vessel specified in sub- et

section Q shall be taken to include such officers and agents when o

appointed by a charterer, by an owner pro hacvice, or by an agreed Restriction,
urchaserin’possession of the vessel; butnothing in this section shall
0 construed to confer alien when the furnisherknew, or by exercise

of reasonable diligence could have ascertained, that becauso of the

terms of a charter party, agreement for sale of the vessel, or for any

other reason, the person orderln? the reﬁaws, supﬁlles or other

necessaries was without authority fo bind the vessel therefor. _
Subsection S. Nothing in thissection shall be construed to prevent ayEnml onieM b7

tho furnisher of repairs, supplies, towage, use of dry dock or marine

railway, or other necessaries, or the mortgagee, from waiving liisright

to alien, or in the case of a preferred mortga?e lien, to the preferred

status of such lien, at any time, by agreement or otherwise; and this  Bightsnotattected,

section shall not be construed to affect the rules of law now existing

in regard to (1) the right to proceed against the vessel for advances,

(2) laches in the enforcement of liens up >nvessels, (3) the right to

proceed in personam, (4) the rank of preferred maritime liens among
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themselves, or (5) priorities between maritime lions and mortgages,
_ other than preferred mort%_ages, upon vessels of tho United States,
siatutw of suwa  Subsection T. This section shall supersede the provisions of all
State statutes conferring liens on vessels, in so far a« such statutes

*UPENS0 { , Uch .
purport to create rights of action to be enforced by suits in rem in
admiralty against vessels for repairs, supplies, towage, use of dry
dock or marine railway, and other necessaries.

~UMcllaaeoM  pro- MISBCEIXAJTEOUS PROVISIONS.

Existing mortgages  Subsection U. This section shall not apply él) to anyexisting
notairccto . mortga'go, or (2) to any mortga?e hereafter placed on any vesselnow
under an existing mortgage, so long assuch existing mortgage remains

_undischarged. , _ _
Books, certificate.  Subsection V. The Secretary of Commerceis authorized and directed

collectors?5) to furnish collectors of customs with all necessary books and records
and with certificates of registry and of enrollment and license in such
form as providesfor themaking of all indorsements thereon required
bySthls section,

. Execuory _ mrato- bsection.W. The Secretary of Commerce is authorized tg make
tions to éo%rescnged. guctg regu\atlon respect to ¥he recording and indorsing o? mort-

?ages covering vessels of the United States, as he deems necessary to
he efficient execution of the 8roy|5|on$ of this section.
Lawarepealed.Subsection X . Sections 4192 to 4196, inclusive, of the Revised Stat-
pp. ms;sra, repealed.” utes of the United States, as amended, and the Act entitled “ An Act
vol 36, p. em, re- [01ftting to liens, on vessels for repairs, su ﬁ_lles, or other necessaries,”

approved June 23, 1910, are repealed. is section, however, so far

as not inconsistent with, any of the provisions of law so repealed,

shall be held a reenactment of such repealed law, and any right or

obligation based upon any provision of such law and accruing prior

to such re[)eall may be ﬁrosecuted in the same manner and to tho

same effect as 1f this Acthad not been passed. _
rs.seed30p.816, Sec. 31. That section 4530 of the Revised Statutes of the United

amenaed' States is amended to read as follows: _

IVerchart searren. “Seo. 4530. Every seaman on a vessel of the United States shall
APgymonts whilo n eEttitled to receive on demand from tho master of the vessel to
¢(V01.35,p."M,unend- jj0 belongs one-half part of the balance of his wages earned
and remaining unpaid at the time when such demand is made at
every port where such vessel, after the voyage has heen commenced,
shall'load or deliver caigo before the voyage is ended, and all stipu-

Proc/xN. lations in the contract to the contrary snail be void: Provided, Such
tcnicdUalUon3  a demand shall not be made before the expiration of, nor oftener
than once in, five days nor more than once in the same harbor on the
same entry. AnY failure on the part of the master to comply with
this deman%sral release the seaman from his contract arhd he shall

0typ payment of wages earned. And when the voyage

is ended every such seaman shall be entitled to the remainder of the
VOLsa,p.lies.  vrages which shall be then due him, as provided in section 4529 of
l«M.tins “ Wo °r  the Revised Statutes: Provided further, That notwithstanding any
rs.,s«cASH3p.88o. release signed by any seaman under section 4552 of the Revised
Statutes any court having lunsdlcnon may upon ?_ood cause shown

~set aside such release ana take such action as justice shall require:
seamenctn*’AmericS And provided further, That this section shall apply to seamen on
ports- foreign vessels while m harbors of the United States, and the courts
~ofthe United States shall be open to such seamenfor its enforcement.”
vS,p?K«iid- Seo. 32. That paragraph (a) of section 10 of the Act.entitled * An
0i- Act to remove certain burdens on.the American merchant marine
and encourage the American foreign-carrying trade, and for other

purposes,” aﬁproved June 26, 1884. B~amended, is hereby amended

to read as follows:

Maiuiuton 0 voy.
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“seo. 10. (a) That it shall be, and is hereby, made unlawful in otosimtaw{zildranc®
any case to pay any seaman wages in advance of tho time when he
has actually earned the same, or to pay such advance wages, or to
make anig order, or note, or other evidénce of indebtedness tnerefor
to any other person, or togaay ang person, for the shipment of seamen
when'payment is deducted or to be deducted from aseaman’s wa?.es.

Any person vmlatm,? an?/ of the foregoing provisions of this section 13 3hmeDtlor vi0-
shall ‘be deemed guilty of a misdemeanor, and upon conviction shall

be punished by a fine of not less than 825 nor more than 8100, and

may also be imprisoned for a_period of not exceedmg six months, at

the discretion of the court.  The payment of such advance wages or ,
allotment, whether made within or without the United States or ter- out united states ter.
ritory subject to the jurisdiction thereof, shall in no case except as ory'

herein provided absolve the vessel or the master or the owner thereof

from the full paymentofwages after the same shallhave been actually

earned, and snail be no defense to a libel suit or aotion for the recov-

ery of such wages. If any person shall demand or receive, either Giv'SiTpSymomrs”
directly or indirectly, from“any seaman or other person seeking em- men 0T employment,
ployment, as seaman, or from any person on his behalf, an)( remuner-

ation whateverfor prowdln_? him'with employment, he shall for every

such offense be deemed guilty of a misdemeanor and shall bo impris-

oned not more than six months or fined not more than 8500. ,

seo. 33. That section 20 of such Act of March 4, 1915, he, and is, , voiJ8,p,u8s"msnd.
amended to read as follows: o .

“Seo. 20. That any seaman who shall suffer personal injury in In*"/"'8 t0 seamen
the course of his employment may, at his election, maintain an action nActibfor diuna«c3
for damages at law, with the right of trial by ]UI’%/, and in such action 0 owc '
all statutes of the United StateS modifying or'extending the common-
law right or remedyin cases of personal injury to railway employees
shall apply; and in case of the death of any seaman as aresultof’any tkath,
such personal mg_ury tho personal representa,tlve of such seaman may
maintain an aofion for damages at law with the right of trial by
jury, and in such action all statutes of the United States conferring
or regulatm% the right of action for death in the case of railway em- :
plogees shah be applicable. Jurisdiction in such actions shall be u oottt
under the court of the district in which the defendant employer
resides or in_which his principal office is located.” o
_ seo. 34. Thatin the judgment of Congress, articles or provisions on
in freaties or conventions to which the United States is a party, {i¢ 5o terminated
which restrict the right of the United States to impose discriminat-
ing customs duties on imports entering the United States in foreign
vessels and in vessels of the United States, and which also restrict
the right of the United States to impose discriminatory tonnage
dues on foreign vessels and on vessels of the United StateS entering
the United States should be terminated, and the President is hereby roreiVco’emments.n
authorized and directed within ninety days after this Act becomes
law to give notice to the several Governments, respectively, parties
to such treatjes or conventions, that so much thereof as imposes any
such restriction on the United States will terminate on the expira-
tion of such periods as may be required for the giving of such notice
by the provisions of such treaties or conventions. _

Seo.35. That the power and authority vested in the board by toerwncyo Fioet
this Act. except as herein otherwise specifically provided, may be Corporatloa-
exercisea dwectlE by the board, or by it through the United States
Sh|pp|ng Board Emergency Fleet Corporation. < L .

Seo. 36. That if _an}/_ provision of this Act is declared unconsti- provision not toalnc't
tutional or the application of any provision to certain circumstances remainderorAct.
be held invalid, the remainder of tne Act and the application of such
provisions to circumstances other than those as to which it is held
invalid shall not be affected thereby.
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sec. 37. Thatwhen used in this Act, unless the context otherwise
requires, tho terms “ person,” “vessel,” “documented under the

laws of the United States,” and * mﬁzen of the Unltgd S}ahes“" shall
J]av0 meaning assigned to them by sections I and 2 of the * Ship-
Enng Act, 1916, as amended by this Act; the term “hboard” means
ho United States_Shlppln% Board; and the term “alien” means
ang person not a citizen of the United States. ,
eo. 38. That section 2 of tho Shipping Act, 1916, is amended to
read as follows: o _ . _

“Seo. 2. (a) Thatwithin_the meaning of this Act no corporation
gartnershlp, or association Bhall be deemed a citizen of tho United

tates unless the controlling interest therein is owned by citizens
of the United States, and, m the case of a corf)oratlon,_ unless its
president and managing directors are citizens ot the United States
and the corPoratlon itself is organized under the lowb of tho United
States or of a State, Territory, District, or possession thereof, but
in the case of a corporation, association, or partnership operating
any vessel in the coastwise trade the amount of interestrequired to
be owned by citizens of the United States shall be 75 per centum.

“fa) The controlling interest in a corPoratlon shall not be deemed
to be owned by citizens of the United States (a) if the fitle to a ma-
jorjiy 0f the stock thereofis not vested in such Citizens free from any
trust or fiduciary obligation in favor of any person not a citizen of
the United States; or (b) if the majority” of the voting power in
such corporation is not vested in citizens of the United States; or
C o if through any contract or understanding it is so arranged that
the majority of tho voting power may bo exercised, directly or
indirectly, in behalf of any person who is not a citizen of the United
States; or (d) if by any other means whatsoever control of the cor-
poration is conferred Upon or permitted to he exercised by any
pereon who is not a citizen of the United States,

" A Seventy*five Percentum of the interest in a corporation shall
not be deemeéyto e owqe. bsy citizens oq t%e UJWItEd 8th te.s,gaw?the
"ﬁqe N 75 p0rcgQtmn of 1ts stock 1S not vested in such citizens free
from any trust or fiduciary obligation in favor of any person not a
citizen of the United States; or (b) if 75 per centum of tho votlng
gower in such corporation is not vested m citizens of the Unite

tates; or (c) if, through any contract or understanding it is so
arranged that more than 25 per centum of the voting power in such
corporation may be exercised, directly orindirectly, in behalf of any
person who is not a citizen of the United States; or (d) if by any
other means whatsoever control of any interest in the corporation
in excess of 25 per centum is conferred upon or Ber_mltted to be
exercised by any person who isnot a citizen of the United States.

“(d) The provisions of this Act shall apply to receivers and
trustees of all Persons to whom the Act applies, and to the successors
0r assignees otsuch persons.” . _

seo. 39. That this Act may be cited as the Merchant Marine
Act, 1920. / o .

Approved, June 5, 1920.

- CHAP. 361.—An Act To amend the Act entitled “An Act to exclude and expel
from the United States aliens who are members of the anarchistic and similar claasee,”™
approVéd October 16,1918. T .

Be itenacted by the Senate and House o fRepresentatives ofthe United

ess L o alienStates of America in Congress assembled, That section 1 of the Act

anarchists,etc.

entitled “An Act to exclude and expel'from the United States aliens



