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Coastal States Organization 
Washington, D.C.
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The Coasta l States Organ izat ion , a nonpro f i t ,  nonpar t i san 
associat ion, represents the col lect i ve v iews and interests o f  35 
coastal  State and Terr i tor ia l  governors in U.S.  ocean and 
coas ta l  a f fa i r s .  Establ i sh^ in 1970, CSO encourages  
cooperat ion among its member  States in the resolut ion o f  
nat ional ocean and coastal  issues which af fect the Gu l f ,  oceans 
and Grea t Lakes o f  the U.S.  and also serves as a fo rum for 
deba te ,  rev iew and assessment o f  ocean and  coastal  
management pract ices, p rob lems and progress.
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PREFACE
Over the last several decades, events have recast the status o f  ocean resources wi thin 200 miles o f  the wor ld ' s coast l ine. 

Internat iona l  law now c lear ly .acknowledges the au thor i t y  o f  coastal  nat ions to manage ocean resources, l i v ing and nor.hv ir.a. 
wi thin two hundred nautic* mi les o f  their shorel ines. These 200-mile exc lus i ve economic zones encompass roughly SO~o o f  
the wor ld's fisheries resources most o f  the of fshore hydrocarbon deposits, and many potent ial ly va luable hard mineral resources.

On Mar ch  10, 1983, Pres ident Reagan establ i shed by proc lamat ion an Exc lus i ve  Economic  Zone (EEZ) for the Uni ted 
States and thereby jo ined  53 other coastal  nat ions dec lar ing ju r i sd i c t ion  over the ocean resources ad jacen t to their l and masses. 
The coastal States have a st rong interest in the protect ion,  conservat ion and deve lopment o f  the coastal  and ocean resources 
border ing their shorel ines since they are closest to both the prob lems and the o p p o r t u n i t y , inherent in their use. 
Hence, in January  19S5 the Coastal  States Organi zat ion (CSO), a non-profi t representat ive organizat ion o f  the 35 coastal  State-. 
Terri tories and Possess ions o f  the Un i ted States, under took a s tudy  o f  the imp l i ca t ions o f  the new U.S.  E E Z  and the rc .e 
that the States shou ld  play in its deve lopment .

The U.S.  E E Z  is the largest, and probab ly  most va luab le ,  in the wor l d .  The protect ion, conservat ion and deve lopment 
o f  the resources o f  this new zone are o f  great importance to both the Nat ion and the coastal  States. Coasta l  States are already 
act i ve l y invo l ved in manag ing the 90,000-mile U.S. shorel ine and coastal  zone which together const i tute an essential part o f  
the ocean resources deve lopment  equat ion.  W i t hou t  ef f i c i ent access to and  interconnect ions wi th ports and harbors,  shoreside 
logist ical support ,  land-based processing and storage faci l i t ies, market s ,  and the count less other needs that accompany of fshore 
deve lopment , the exploi tat ion o f  ocean resources wou ld  be imposs ibl e.

The rat iona l  management o f  ocean resources is a d i f f i c u l t  mat ie r  for  two fu ndamenta l  reasons: ou r  present complex system 
o f  ocean governmenta l  j u r i sd i c t ions ,  a-d the nature o f  the ocean i tsel f .  The  chal l enge, therefore, is to design and implement 
an equ i table and ef f i c i ent ocean resource management system in the face o f  the na t ion ’s j u r i sd i c t i ona l  complexi t i es and the 
ocean's complex nature.

Thi s report , made poss ible through a grant f rom the W i l l i am  H. Donner  Founda t ion ,  presents the Coas ta l  States 
Organ i za t ion ’s f ind ings and conc lusions regarding the role o f  the coasta l  States in partnership wi th the federal government 
in managing the resources o f  Amer i ca ' s  Exc lus ive  Economic  Zone . CSO has embod ied  its conc lusion in a proc lamat ion and 
pol icy statement, developed dur ing the course o f  the s tudy and based on the cons iderat ions and f indings discussed in this report . 
The proc lamation is a clear assert ion o f  the rights and responsibi l i t ies that the coasta l  States have in the protect ion, conservat ion 
and deve lopment o f  the U.S. E E Z  resources. The pol icy statement is intended to guide CSO and its ind i v idua l  member  
governments in fo rmu la t ing  an equ i tab le  and ef f ic ient management  system for Ame r i c a ’s Exc lus ive  Economic  Zone,



PROCLAMATION OF THE COASTAL STATES

A N  A SSER T IO N  OF R IGHTS  A N D  R ES P O N S IB I L I T I E S  P E R T A IN IN G  
TO TH E  P R O TEC T IO N ,  C O N~ERVAT IO N  A N D  D E V E L O P M E N T  OF  RESOURCES  

O F  TH E  U N IT E D  STATES E X C L U S IV E  E C O N O M IC  ZO NE

W H ER E A S  the President ial  Proc lamat ion o f  March 10, 1983 establ ished sovereign rights over l iving and nonl iving resources 
wi thin a 200-mile U .S.  Exc lus ive  Economic  Zone; and

W H E R E A S  these mar ine resources, both known and yet to be d iscovered,  are o f  v i ta l  impor tance to the United States; and

W H ER E A S  ful l  real izat ion o f  the benef i ts o f  the Exclus i ve Economic  Zone for present and  future generat ions o f  Amer i cans 
depends upon an enhanced capab i l i t y  to protect, conserve and deve lop these marine resources; and

W H E R E A S  the impac ts o f  the deve lopment  o f  the Exc lus i ve Economic  Zone  fa l l  d ispropor t ionate l y on the coastal  States,
af fect ing the general we l fa re  o f  thei r ci t izens; and

W H ER E A S  the marine,  coastal  and terrestrial environments are a"  interdependent system that mus t  be managed in a manner 
that transcends exi st ing Federal-State boundar ies ;  and

W H E R E A S  recognized principles o f  internat ional  law d is t ingui sh this Na t i o n ’s defense and  foreign pol icy interests f rom
its domest ic resource management  regime wi thin the U.S.  Exc lus ive Econom ic  Zone; and

W H E R E A S  the Coas ta l  States have substant i al  expert ise and experience in protect ing, conserv ing and developing ocean 
and coastal  resources;

T H E R E F O R E ,  T H E  C O A S TA L  STATES  do hereby assert c . i d  proc la im,  on beha l f  o f  their ci t izens, direct and inherent 
rights and respons ibi l i t i es pertaining to the protect ion, conservat ion and deve lopment  o f  the l i ving and nonl iv ing resources 
now under domest i c j u r i sd i c t i on  w i th in  the U.S.  Exc lus i ve  Economic  Zone .  In  recogni t ion o f  these rights and responsibi l i t ies,  
the coastal States do  hereby resolve that they must be ful l  partners in the management o f  U.S. Exclus i ve Economic Zone resources 
and share in an equ i tab le  d iv is ion o f  benef i t s der i ved f rom their deve lopment .



“ A s  g e n e ra l p u r ­

p o se  g o v e rn m e n ts  

w ith  e x is t in g  

re s o u rc e  m a n a g e ­

m e n t c o m p e te n c e , 
th e  c o a s ta l S t a te s  

a re  d ir e c t ly  

re s p o n s ib le  f o r  a c ­

t in g  on b e h a lf  o f  

th e  o ce a n  in te re s ts  

o f  th e ir  c it iz e n s , 

a n d  th e  c it iz e n s  o f  

th e  c o u n try  a s  a  

w h o le . ”

POLICY STATEMENT 
OF THE COASTAL STATES
' I  ' he U.S. Exc lus ive  Economic  Zone 

was establ i shed in 1983. W i t h  this 
act ion the Un i ted States acqu ired 
in te rna t iona l l y recognized " sovere ign 
rights fo r the purpose o f  explor ing,  
exploi t ing,  conserving and managing 
na tu ra l  resources, both l i ving and 
non l i v ing,  o f  the seabed and s. ibsoi l  and 
the super jacent wa te r s . "  The Exc lus i ve 
Econom ic  Zone (EEZ) extends 200 
naut ica l  mi les seaward o f  the N a t i o n ’s 
coasts ,  br inging an area more than one 
and a ha l f  t imes larger than the land 
mass o f  the Un ited States under  exclus ive 
U.S .  resource management au thor i t y .

Vast reserves o f  known resources, and 
the promise o f  tremendous reserves yet to 
be d iscovered , exist wi thin the E E Z .  A l l  
Amer i cans  s tand to benef i t  f rom the 
proper management  o f  these mar ine 
resources. E ar l y  nat iona l  a ttent ion shou ld  
be given to the creat ion o f  an 
appropr ia te management regime for this 
impor tan t  new ocean area. There  are 
exi st ing regulatory regimes that manage 
oi l ,  gas,  and  f i shery resources. However ,  
fu l l  economic and social  benef i t s o f  other 
E E Z  resources wi l l  be real ized on ly  i f  an 
order l y  and stable regu latory f r amework 
is in place — one in which al l  a f fec ted 
part ies are ef fec t ive ly  represented in the 
dec is ion-making process.

In te rna t iona l  l aw recognizes a 
200-mile zone (the EEZ )  wi th in which 
coas ta l  nat ions have sovereign and 
exc lus ive r ights over l i ving and non l i v ing 
resources. Exp lora t ion and exploi tat ion 
o f  these resources are thus separate and 
d is t inct  f rom other ocean uses, such as 
nav iga t ion and  overf l ight ,  wi thin 
interna t iona l j u r i sd i c t ion.  Resource 
management in the U.S.  E E Z  is now a 
domes t i c  issue. As such, it is the jo in t  
concern o f  the coastal  State and federal 
governments .  Therefore,  the legi t imate 
roles o f  the federal and State 
governments  in the management o f  these 
resources must  now be re-examined.

G i ven their prox imity  to, and rel iance 
on,  the sea, and the extent that 
deve lopment  o f  these mar ine resources 
w i l l  a f fec t thei r economy and 
envi ronment ,  the coastal  States have 
d irect  and inherent

interests pertaining to the protect ion, 
conservat ion and development o f  the l in­
ing and nonl i ving resources o f  the EEZ .
It is nei ther feasible nor des i rable for the 
nat iona l  government to at tempt to repre­
sent al l  o f  the publ i c interests in ocean 
act ivi t ies beyond the terr i torial  sea. As 
general purpose governments wi th ex­
ist ing resource management competence, 
the coastal  States are direct ly responsible 
for act ing on beha l f  o f  the ocean in­
terests o f  their ci t izens, and the ci t izens 
o f  the count ry  as a whole. The present 
s ta tu to r i ly  created d iv id ing l ine between 
State and federal ju r i sd ic t ion in the 
ocean — the seaward l imi t  o f  the ter­
r i tor ia l  sea — measures only  the current 
d iv is ion in the management author i ty  
over the ocean resources. The coastal  
States ’ interests, rights and respon­
sibi l i t ies extend wel l beyond this 
s tatu to r i ly  created, yet a rb i t ra ry ,  l imit .

Because the marine, coastal  and ter­
restr ial  env i ronments are one interdepen­
dent ecologi ca l  system, the E E Z  resource 
management regime must  be an in ­
tegrated one. Ocean management is a 
logi ca l  extension o f  coastal  management ,  
fo rming a uni f i ed  whole. The manage­
ment regime mus t  have the capaci ty  to 
account for the use and deve lopment  o f  
va r ious  resources. The single-purpose ap­
proach to ocean management now in use 
has generated conf l i cts rather than resol v­
ing them, and wi l l  become increasingly 
inef fect i ve in handl ing mul t iple uses in 
the E EZ .



The di vers i t y  o f  the resources o f  the 
E E Z  and their v i ta l  impor tance to pre­
sent and fu tu re  generat ions o f  Amer icans  
requires that ca reful  a ttent ion be paid to 
mainta ining a proper balance between 
protect ion, conservat ion and deve lopment  
in the E EZ .  A  pr imary  goa l o f  E E Z  
resource management shou ld  be to ma in ­
tain the heal th and v i ab i l i t y  o f  the ocean 
ecosystems in order to ensure susta ined 
long-term benef i t s to the people o f  the 
Nat ion.

The extension o f  sovere ign r ights over 
the resources o f  the E E Z  carr ies wi th it a 
publ i c trust du t y  to conserve and  ensure 
the avai lab i l i ty  o f  these resources fo r pre­
sent and fu tu re  generat ions .  Since the 
ci t izens o f  the coastal  States w i l l  be 
direct l y a f fec ted by the d ischarge o f  this 
du ty  (or a fa i lure to do  so), coasta l  State 
governments have a special  respons ib i l i ty 
to ensure that  this du ty  is fu l l y  incor ­
porated into E E Z  management deci s ions.

Because o f  this respons ib i l i t y ,  there 
must  be shared deci s ion-making wi th the 
federal  government on a l l  ocean act ivi t ies 
af fect ing the interests o f  c i t i zens o f  
co a sn l  States. Long-term commi tmen ts  
o f  f ixed ocean and shores ide space and 
potentia l  long-term impac ts to coastal  
and ocean resources of ten requi re the 
mutua l  consent o f  the federa l  government 
and the af fected coastal  State 
governments .

Coasta l  States also have a respon­
s ibi l i ty to assure that State and local  par ­
t icipants in any ocean ac t i v i t y  receive an 
equi table share o f  respons ib i l i t y ,  better 
advance in fo rmat ion on va lue  and 
d is tr ibut ion o f  ocean resources must  be 
in the State government' s  hands before 
decisions are made.  Thi s wi l l  ensure that 
the publ i c receives a fa i r return for the 
use or sale o f  their resources.

The estab l i shment o f  the U.S.  E E Z  
br ings great new opportun i t ie s and 
chal lenges to the coastal  States. The 
coastal  States have a l eg i t imate r ight in 
the management o f  the resources o f  the 
E E Z  in concert wi th the federal  gove rn­
ment . Certa in fundamenta l  pr inciples 
have gu ided the coasta l  States in arr iv ing 
at their Proc lamat ion o f  r ights and 
responsibi l i t ies pertaining to the manage­
ment o f  the resources w i th in the E EZ .  
These principles inc lude: shared deci s ion­
mak ing on al l  ocean act i vi t i es a f fec t ing 
the interests o f  the ci t i zens o f  the coastal  
States: an equ i tab le  d i v is ion o f  the costs 
and benef i t s o f  the deve lopment  o f  these 
ocean resources; fu l l  recogni t ion o f  the 
du t y  to fu tu re generat ions to protect 
their interests; and  an apprec ia t ion that 
e f fec t ive  ocean management  mus t  be bas ­
ed upon so l i d research and envi ronmenta l  
protect ion.

The coastal  States are commi t t ed  to 
shaping na t iona l pol icy  fo r  the protec­
t ion, conservat ion and  deve lopment  o f  
U.S.  E E Z  resources in accordance wi th 
this P roc lamat ion and  Po l i cy  Statement .

“ T h e  s in g le ­

p u rp o s e  a p p ro a c h  

to  o ce a n  m a n a g e ­

m e n t n o w  in  u se  

h a s  g e n e ra te d  c o n ­

f l i c t s  r a th e r  th a n  

re s o lv in g  th e m , 

a n d  w ill b e co m e  

in c re a s in g ly  in e f­

fe c t iv e  in  h a n d lin g  

m u lt ip le  u se s  in  

th e  E E Z . ”



“ T h e  a d v e r s a r ia l 

re la t io n s h ip  th a t  

h a s  d e v e lo p e d  b e t­

w een  th e  f e d e r a l 

g o v e rn m e n t a n d  

c o a s ta l S t a t e s  in  

c e r ta in  o c e a n  m a t­

te r s  is  se e n  a s  u n ­

fo r tu n a te , u n ­

n e c e s s a ry , a n d  n o t 

in  th e  p u b lic  

in t e r e s t  ”

SECTION I
INTRODUCTION

| he coastal  States have a great 
-*• interest in the ocean resources lying 

beyond State waters,  an interest that 
started long before the Pres ident ’s 1983 
proc lamation establ i shing a U.S. 
Exc lus ive  Economic  Zone (EEZ) . Since 
rhe late 1960s several States have been 
invo l ved with the deve lopment o f  
o f f shore  oi l and gas. For  the past ten 
years the coastal  States have acted wi th 
the federal government and the private 
sector in managing the f isheries resources 
o f  the 200-mile f ishery conservat ion zone 
created by the Magnuson Fishery 
Conservat ion and Management  Act .  
Several  federal ocean resource laws 
permit coastal  States to part ic ipate to 
va ry ing , but  of ten l imi ted,  degrees in 
certain types o f  ocean decis ion-making 
beyond the terr i tor ia l  sea. '

A l t hough l imi ted oppor tuni t i es exist 
for State part ic ipat ion in ocean resource 
management ,  certain recent deve lopments 
have st rained Federal-State relat ions. 
Depar tment o f  the Inter ior plans to lease 
large areas o f  the outer cont inenta l  shel f  
(OCS) for oi l  and gas explorat ion 
beginning in 1981 was o f  s igni f i cant 
interest to a number  o f  States. Fa i l u re  o f  
the Depar tment o f  Commerce (NOAA)  
to promu lgate federal consistency 
regulat ions clear ly def in ing coastal  State 
interests in federal decis ions beyond State 
waters al so concerned coastal  States. 
Aggress i ve moves by the Federal  
government to begin leasing the 
potent i a l ly rich ocean minera l  deposi ts 
o f f  Ca l i fo rn ia ,  Oregon, and Hawai i  also 
ca l led at tent ion to the weak role o f  the 
coastal  States.

When the Pres ident issued the EEZ  
proc lamat ion in March .  1983, and cal led 
for  increased deve lopment o f  E E Z  
resources, the coastal  States were qui ck 
to ini t iate a reexaminat ion o f  the roles o f  
the federal and State governments in 
ocean resource management .- From the 
unset o f  this s tudy , the or ientat ion o f  the 
coastal  States has been posi t ive and 
forward-look ing . The adversar i al  
relat ionship that has developed between 
the federal  government and coastal  States 
in certa in ocean matters is seen as 
un for t una t e ,  unnecessary, and not in the 
pub l i c  interest . In embark ing on this 
s tudy ,  the coastal  States sough t  new and 
more e ffec t i ve ways o f  preserving, 
conserving and deve loping Ame r i c a ’s 
newest and largest resource zone — the 
E E Z .
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SECTION II
THE IMPORTANCE OF THE U.S. EEZ

\  mer ica's Exc lus i ve  Econom ic  Zone 
covers a vast area o f  ocean. 
Genera l l y  speaking,  it extends 200 

naut ical mi les f rom the coast l ine, having 
a breadth o f  197 naut i ca l  mi les beyond 
the three-mile U.S. terr i tor ia l  sea (see 
Figure 1). The U.S.  E E Z  is near l y 4 
bi l l ion acres, or abou t  1.7 t imes the land 
area o f  the Uni ted States. Except for 
highly migratory species o f  tuna,  the 
Uni ted States now possesses exc lus i ve 
author i ty  over al l  resources ,  l i v ing and 
nonl i v ing,  wi th in this very large area.-3 

Amer i ca ’s E E Z  is the largest ,  and 
probab ly  most va luab le ,  in the wor ld .
The f isheries in the G u l f  o f  Mex ico ,  o f f  
New England ,  the Wes t Coast  and 
A las ka  are among the richest in the 
wor ld .  Oi l and gas depos i t s o f  
cons iderab le  magni tude exist in the G u l f  
o f  Mex ico,  o f f  Ca l i f o rn ia  and northern 
A la ska .  New discover ies are l ike l y 
elsewhere a long the U.S .  coast l ine. 
Promis ing areas for ocean minera ls are 
present o f f shore  No r th Ca ro l ina ,
Georgia ,  F lo r ida ,  Ca l i fo rn ia ,  Oregon, 
A las ka  and Hawai i ,  and in the v ic ini ty o f  
some o f  our  Pac i f ic I s l and  terr i tor ies.  
Economica l l y  impor tan t mar ine sand and 
gravel  deposi t s exist o f f  much o f  the 
Eastern seaboard,  and the G u l f  and 
A laska .  Recent ly,  cobal t-r ich crus t s have 
been discovered near the Hawa i i an 
archipelago and in the v i c in i ty  o f  
Johns ton i s l and in the Pac i f i c .  These 
resources, and others, are o f  great 
nat iona l  interest. A  c loser look shows 
why .

• F I SH ER IE S  — The Un i ted States 
leads al l other nat ions bo th in abundance 
and divers i ty o f  fish and shei i f i sh o f f  its 
coasts. It is est imated that 15 to dO^o o f  
the wo r l d ’s l i ving resources are w i rhin  the 
U.S. EEZ .  Nonetheless,  the Un ited States 
ranks only four th (after Japan , the 
U.S .S .R . ,  and China) among  the f i shing 
nat ions o f  the wor ld .  In fact ,  less than 
ha l f  the potential  yield f rom U.S. 
fisheries is harvested and processed in 
this count ry .  The remainder  is either 
caught by U.S. f i shermen but  so ld to 
foreign processors, or caught  by l i shing

fleets o f  more than a dozen other coun ­
tries, or left unused .4

Clear ly ,  the potentia l  exists for f u r ­
ther g rowth o f  our  domest ic f i shing in­
dus t ry .  To  the extent that the Un i ted 
States moves toward the goal  o f  se l f  s u f ­
f ic iency in f i shery product s ,  an impor tant 
component  in the present trade imbalance 
wi l l  be reduced or  e l iminated.

Fi sh and shel l f i sh are an impor tan t 
source o f  nu tr i t ion and recreat ion, con­
tr i but ing to the economy and  heal th o f  
the coasta l  States and  the Nat ion .  In 
gross terms. U.S.  Fishermen produce 10 
b i l l i on pounds  o f  food annua l l y ,  or  near­
ly 50 pounds  fo r each person in the 
Un i ted States. Anothe r  750 mi l l ion 
pounds  are caught  each year by recrea­
t ional  f i shermen. Count i ng  al l  subs id ia ry  
ef fects ,  U.S. coastal  f i sher ies cont r ibute  
over S23 b i l l ion to the economy each 
year, p rov id ing employment  fo r over  a 
mi l l i on people .5

• OFFSHORE OIL &  GAS 
RESOURCES — Pet ro leum produc t s are 
the s ingle most economica l l y  s igni f i cant 
resource in the U.S.  E E Z ,  and mos t l i ke ­
ly w i l l  cont inue to be fo r the foreseeable 
future.  The produc t  va lue  a lone o f  oi l 
and gas f rom both State and federal 
waters is near l y S26 b i l l ion annua l l y .  In 
add i t ion ,  the federa. government  receives 
over S7 bi l l i on per year in revenue f rom 
federal  leases on the ou te r  cont inen ta l  
she l f  (OCS).6 In 1984, o f f shore  wel l s 
p roduced 12<7o o f  the N a t i o n ’s tota l  oi l  
and 25^o o f  the tota l  na tu ra l  gas. The 
Un ited States Geolog ica l  Survey est imates 
that up to 41 To o f  the oi l  and o f  
the na tu ra l  gas yet to be d iscovered in 
the Un i ted States lies in the E E Z . 7 These 
o f f shore  suppl ies o f  oi l  and gas w i l l  be 
o f  v i ta l  na t iona l impor tance as the pre­
sent onshore sources become depleted.
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• HARD MINERALS -  A l though 
commerc ia l  recovery o f  hard minerals is 
st i l l  in its infancy , the U.S. E E Z  is l i kel y 
to hold br ight prospects for a number  o f  
hard mineral  resources. Six types o f  
potent i a l ly economic hard mineral 
resources have been ident i f ied: 1) sand 
and gravel ,  2) heavy-mineral placer 
deposi t s (containing tin, t i t anium,  gold,  
p lat inum), 3) phosphori tes ,  4) manganese 
nodules ,  5) cobalt-rich manganese crusts,  
and 6) po lymeta l l i c  su l f i des .  Several o f  
these resources contain cr i t ical  and 
strategic minerals as referred to in the 
Strategic and Cr i t i ca l  Mater i a l s  Stock P i l ­
ing A c t .8 The U.S. present ly imports 
over 60 strategic and cr i t ica l  minerals (see 
Figure 2). Thi s is an importan t cons idera ­
t ion in the deve lopment  o f  these mar ine 
minerals.

Ocean min ing o f  cobal t  crust s is only  
in the prel iminary p lanning stages, 
cobal t-r i ch manganese crust s occur on 
the f l ank areas o f  numerous U.S.  Pac i f ic  
I s l ands and on the tops o f  many centra l  
Pac i f ic seamounts wi th in the U.S.  E E Z .  
An env ironmenta l impac t statement (EIS) 
for ocean mining o f f  Hawa i i  and 
Johns ton I s l and is in preparat ion by a 
jo in t  Minerals Management  Service 
(MMS) — State o f  Hawa i i  task force. 
Commerc ia l  mining operat ions,  however, 
are not l i ke l y  to begin unt i l  the 
mid-to-iate 1990’s. The strategic 
impor tance o f  the cobal t  component  in 
these crus t s and the fact that a single 
seamount  cou ld  prov ide the Uni ted States 
wi th a three-year supply,  cou ld  make 
mining o f  these crusts a nat iona l  pr ior i ty.

Polymeta l l i c sul f i des ,  another  
impor tant  potent ia l  E E Z  resource, have 
been d iscovered in many parts o f  the 
Eastern Pac i f ic Ocean. Polymeta l l i c 
sul f i des exist at several seaf loor  spreading 
^enters, some wi th act ive hydro thermal  
vents, inc lud ing the Go rda  Ridge 125 
miles o f f  northern Ca l i fo rn ia  and 
southern Oregon. Other  promis ing areas 
for hydro thermal  act iv i ty  wi thin the E E Z  
inc lude the A leut ian arc in A la sk a  and 
the Mar ianas  I s l ands in the Centra l  
Pac i f ic .4

• OCEAN ENERGY — Al though net 
yet tested on a commerc ia l  scale, the 
feasibi l i ty o f  produc ing electrical energy 
f rom the temperature dif ferences between 
warm sur face water and much co lder 
deep water has been demonstrated.
Ocean thermal  energy convers ion (OTEC) 
technology is i dea l ly sui ted to i s l ands or 
coastal  areas wi th thermal gradients o f  20 
degrees cent igrade or  more between the 
su rface water s and depths o f  1000 
meters. Numerous  potent ia l ly at tract i ve 
locat ions fo r OTEC  faci l i t ies exist in the 
coastal  zones and E EZ  o f  Puerto Rico. 
V irgin I s l ands.  Hawai i .  Guam,  and the 
other U.S. terr i tories in the tropical  
P a c i f i c .10 Shou ld  oil prices
again rise, the work remain ing to be 
done to prove the commerc ia l  v i ab i l i t y o f  
OTEC  shou ld be completed to open the 
way fo r  the appl i cat ion o f  this promising 
technology in the U.S.  E EZ .

• WASTE DISPOSAL IN THE 
OCEAN — The use o f  the ocean for 
waste d isposa l  is l ike l y to cont inue,  and 
perhaps increase. A l t hough the ocean 
does have some ass imi lat ive capaci ty for 
some wastes ,  ocean waste d isposa l  shou ld  
not be a fi rst choice opt ion. In the case 
o f  non-toxic substances ,  ocean disposal  
may be judged  less dangerous to the 
env i ronment  than a l ternat i ve land 
d isposal  opt ions. On the other hand , the 
tendency o f  some organi sms to 
concent rate toxic substances 
(bio-accumulat ion), potent ia l  loss o f  
hab i tat ,  and the poss ibi l i ty o f  toxics 
mak ing their way  back through the food 
chain to humans must be taken into 
account  in such decis ion making.  Before 
ocean di sposa l  is ut i l i zed,  al l  other 
feasible opt ions must be evaluated.  Site 
speci f ic in fo rmat ion must also be 
col lected to ensure that adverse impacts 
to water qua l i t y  and aquat ic  habi tat are 
min imized .
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At present, two issues — at-sea in­
c inerat ion o f  toxic wastes and ocean 
disposal o f  rad ioact ive  wastes — seem to 
be increasingly prominent .  The safe 
disposal o f  highly toxic l i q u id  wastes 
such as po lych lor ina ted b ipheny ls  (PCBs) 
and high and lov' level nuc lea r  wastes are 
vexing nat iona l  prob lems.  Sat i s fac to ry  
solut ions mus t  be found  since s igni f i cant 
quant i t ies o f  these dangerous  mater i al s 
cont inue to accumu la te .  W i t h ou t  doub t ,  
emergency cont ingency plans, storage and 
transshipment w i th in  coasta l  areas, and 
the possible use o f  the E E Z  (and perhaps 
the more remc .e  deep seabed •■) for 
waste d isposa l  wi l l  be s tudied and 
debated in the coming y ea r s .12

• Q U A L IT Y  OF  T H E  M A R I N E  EN ­
V I R O N M E N T  — The rich l i f e and 
re lat ively pr is t ine mar ine env i ronment  
wi thin the E E Z  is nerhaps its most 
va luab le  resource. The a f fec t s  o f  po l l u ­
t ion in the near-shore waters due to 
r u no f f  f rom land are less pronounced in 
the E EZ ,  a l though ocean d isposa l  o f  
munic ipa l  sewage and indus t r i a l  wastes 
places added st rains on mar ine en­
v i ronmenta l  qua l i t y .  On l y  by ma inta in ing 
and improv ing 'he env i ronmenta l  qua l i t y  
o f  the E E Z  is it poss ibl e to max imi ze  the 
va lue o f  its other  resources, such as 
f isheries, mar ine w i ld l i fe ,  oxygen p roduc ­
t ion, pharmaceu t i ca ls ,  recreat ion, and the 
basic secur i ty o f  a heal thy ,  rich com ­
mun i ty  o f  mar ine l i fe.

The U.S.  E E Z  is home to a rich 
var ie ty o f  mar ine l i fe, inhabi t ing a range 
o f  arct i c to tropical  marine ecosystems. 
Ab un dan t  f isheries, mar ine mamma ls ,  
rept i les, sea birds ,  coral  reefs, chemosyn- 
thet ic communi t i e s  o f  hydro therma l  vents 
and co ld water seeps, kelp forests ,  and 
other plant and an ima l  l i fe are among 
the great d ivers i t y  o f  l i fe w i th in the U.S. 
E E Z .  There is an obv iou s  s trong coastal  
State interest in ma in ta in ing this 
resource.

• A D D I T IO N A L  USES OF  T H E  
E E Z  — The U.S. E E Z  has many  other 
uses beyond the ma jo r  ones l i sted above.  
Sport f i sh ing,  d i v ing ,  and boa t ing make 
the o f f shore  areas a t t rac t i ve to g rowing 
numbers  o f  recreatio-.ists. Ocean-born" 
commerce is a regu la r use o f  the U.S. 
E E Z ,  inc lud ing the special ized t ra f f i c  
lanes that extend into the E E Z  that in­
creas ingly gu ide passage to and f rom 
U.S .  coasta l  port1;. F ina l l y ,  mi l i t a ry  “ ex­
c lu s ion zones”  represent yet another  use 
o f  ocean space that is o f  na t iona l impor­
tance and which somet imes competes 
wi th resource-related act ivi t ies .
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Table 2 6. —Sources of U.S. Chromium Imports

Country
1979-82
(percent)

1982
(percent)

Chromiter* 
Soutn Alnca 48 59
Sovet Union 17 6
Philippines 13 11
Turxey.... 7 6
Albania . 6 1
Fmiano 5 7
Madagascar.... 4 9
Ferrochromlum:
Soutn Afnca . 61 35
Zimbabwe . 12 25
Yugoslavia 12 12
3razi'...... 4 11
Sweden .... 4 4
Turney 2 4
West Germany . 2 3
Japan ....... 1 —
China. ..... __ 1 4
Other ..... 1 2
*Cnfc»T'iU - a'#s
“*Or£ Who' «ona 3'OOuCi'j ol cnro'r'ile ma «>r comnoution to «Cfl3 mo- 

0"»» >•» '307 So*'«l uno" -H M'conti. Souin *.nc» |72 aarcmtl. 
AlBmu 112 ,4«re«ntl Sruil 110 a«'C»nl|. 2imBtB<rt P«iMDBi"»» lunar 
îa r.mma < acami aaeni ina>a<3 oiieami Sm taeit 4* oi cn 4 »o> 
'» aatjii ma 'ar miormatiOH an rasarvas

SOURCE US 0#oariT»"i o> ma intanor Suraau of Mrnaj «i ntrgis Vairooox. 
>980. 'S3' '902. ana '900

Table 2-10.—Sources of U.S. Manganese Im torts

Country
1979-82
ipercent)

1912
(peromti

Manganese ore:
Soutn Africa. 30 52
Gaoon ..... 27 21
Australia 22 17
Brazil ...... 13 3
Mexico ...... 4 1
Morocco 4 4
Other ... — 2
Ferromanganese:
Soutn Atnca .. 43 49
Prance1 .. 26 21
Mexico .. . 6 f
Brazil 3 5
Australia 2 1
Other1 20 16
io-;cejj»j -j'5r«ii a * a"
nc*e Maioroonaaraaucirja

;.»il.rg >>on> air*. :aur>l- «j 
> jr.mary "jHjantja a>*i ma I•>#»r TôT̂a-ji-an

'z *ond su03«'es •« ‘982 5ov-if û o* *' M'cami Souf* **• zi 
• 23 se'renti Gaoo* i* crcenf}. CPmn? o«'ce*ti Srjuu <6 ot'sa*** a*i 
"ana <5 cêêti Meneo .2 Sat fao«e 5-22 of cn 5 '0'
oen'ij a*d *or information zr •ese'vts

SOURCE U5 3t04rtm#nt Of **»• infffior Bu'eiu 0‘ V<n«'Jf9 Y«i'30Q*
‘ 980 ’981 ‘ 382 anc 1983

Table 2-8 .—Sources of U.S. Cobalt Imports
1979-82 1982

Country (percent) (percent)
Zaire........... 37 39
Zamoia.......... 13 9
Canaaa.......... 8 12
Beigium-Luxembourg1 8 5
Pmiard ......... 7 6
Jaoan1 ....... 7 3
Norway1 ........ 7 7
Botswana......... 3 3
France1 .......... 3 3
Other ....... 7 8
lt>,cctS5e* COOail ore originating from om#f COuntnas
sO'E Maior «or\a srooucarj of onmary cooaif an a m«ir contnout«on to «ond 

suso»e3 <n ’982 *«<• Zaif# <45 oafcano. Zamoii M3 oarcflnu .Australia 
i9 oarctnt) Sovet union (9 otrcano. and Canada 16 otreanti Sat uoia 
5.16 of cn 5 for mcra dttlil. and tor information on 'a'arvas

SCuRCE US Oaoanm̂ni of tn# tnrarior. Bureau of Wm«s Mmerj/a Yearooon 
•980 1981 '982 and ’983

Table 2-12.—Sources of U.S. Platinum 
Group Metal Imports

Country
1979-82
Ipercent)

1982
(percent)

South Alnca..... 56 48
U.S.S.R........ 16 16
United Kingdom .. 111 13
Other ......... __ 17 23
*PGM oroduction *rom tne United Kingdom *s from o'BS originating in Soum A".
ca and Canada and from secondary materials
NOTE Maior *orio oroducers of °GM and meir contribution »0 -»ond SuOSi « 

•n »982 t»ere Soviet Union Si oa'cann Soutn Africa *ao oe'ce«»» i-o 
Canada |4 oercentt See iao«e 5-J3 of c-n 5 *3'‘unner satam ana'3̂ - 
‘ormation on reserves

SOURCE US Oeoanment o‘,p*e'nteriof Bureau of v<*ne'a»j Cofm“m ra*
rv Summenee ’983 ana ’98a

F ig u re  2 .—  S o u rc e s  o f  S t r a te g ic  M e ta ls  fo r  th e  U n ite d  S ta te s

Source: Strategic M aterials: Technologies to Reduce U.S. Im port Vulnerability
(Washington, D.C.: U.S. Congress. Office of Technology Assessment, OTA-ITE-24S, 
Ma- 985).
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SECTION III
FEDERAL & STATE INTERESTS IN THE EEZ

F ederal and  coastal  State interests in 
the E E Z  rest in part on the 

legi t imate and necessary funct ions o f  
government in the of f shore  area. The 
manner o f  admin is t ra t ion o f  these func ­
tions a f fect s nat iona l  and coastal  State 
interests. Tab le  1 lists six b road purposes 
which government serves in the ocean. 
The top two are clear ly " n a t i o n a l ”  in 
nature and mus t  be carr ied out by the 
federa l  government .  However ,  to assure 
ci t i zens that the dut i es and respon­
sibi l i t ies o f  State governments are carr ied 
ou t ,  the remaining roles requi re coastal  
State invo l vement .

Impor t an t  sectors o f  coastal  State 
economies depend di rect l y on the E E Z  
and its resources. In Lou is i ana , foi  ex­
ample , the oi l  and gas, and commerc ia l  
f i shing,  indus tr i es depend heav i l y on the 
E E Z .  Coas ta l  States and their local  
governments — the planners and 
managers o f  the Na t i on ’s coastal  zones 
— oversee the ports ,  harbors ,  and shore 
space that are essent ial to ocean deve lop­
ment . Phys i ca l  l i nkage inext r i cab ly 
couples the shoreland to the sea.

Through the bonds  o f  common air 
bas ins,  the act ions o f  waves and currents 
on the shorel ine, and the effects o f  rivers 
and run-off on ocean water qua l i t y ,  the 
land and the sea are jo ined together in 
an inseparable relat ionship. Thus ,  an 
equ i table governance scheme for the E E Z  
must  acknowledge the qua l i t y  o f  interests 
— nat ional  and State — that exist in the 
U.S.  E EZ .

Because ma jor  segments o f  their 
coastal  popu lat ions can be af fected,  
coastal  State governments have st rong in ­
terests in how these governmenta l  roles 
are per formed in the EEZ .  Coasta l  States 
are " h o m e ”  to most users o f  the E EZ .  
The i r  c i t i zens have ma jo r  -’ conomic  in ­
terests in the conservat ion and rat iona l  
deve lopment  o f  the E EZ .  Coasta l  States 
have impor tan t pub l i c  trus t respon­
s ibi l i t ies w i th in their j u r i sd i c t ions .  They 
are concerned w i th  " sp i l l o v e r s "  and 
other adverse envi ronmenta l  ef fects 
emanat ing f rom poor ly regulated uses in 
the adjacen t  E E Z  that cou ld  damage 
State resources. New EEZ-related ac­
t ivi t ies compete wi th other ocean ac-

TABLE 1
GOVERNMENTAL ROLES 

IN THE EXCLUSIVE ECONOMIC ZONE

Role
1. I N T E R N A T IO N A L  R EL A T IO N S
2. N A T IO N A L  S ECU R IT Y
3. I N T E R S T A T E  & FO R E IG N  

C O M M E R C E
4. P R O P R I E T A R Y

5. P U B L IC  TR UST

6. R E G U L A T O R Y

Func t ion
— Insure  cons i stency wi th foreign pol i cy goals 
— Main ta in  the nat iona l  defense 
— Regulate commerce between the 

States and other countr ies 
—Secure max imum earnings for 

the pub l i c  
— Conserve resources for present 

and fu ture  generat ions 
— Protect the pub l i c wel fare,  

prevent and solve conf l i cts
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t ivi t ies o f  economic interest to the coastal  
States. For  example,  access to va luab le  
and l imi ted coastal  space fo r  necessary 
shoreside faci l i t ies (ports, processing 
plants, etc.). is of ten at the expense o f  
the t rad i t iona l  users. Coas ta l  States are 
propr ietors o f  the ocean resources in 
their State waters,  and are concerned 
wi th poss ible reduct ions in the va lue  o f  
State resources, such as the drainage o f  
State oi l  and gas f ie lds or over f i sh ing in 
the E E Z  o f  fish s tocks that a l so exist in 
State waters.

G iven these interests, the coasta l  
States are na tu ra l l y  concerned wi th the 
act ions o f  federal agencies taken in con­
nect ion wi th the governmenta l purposes 
set ou t  in Tab le  1. The degree o f  coastal  
State interest depends upon the nature of 
the demands placed upon State and local 
resources as wel l  as on E E Z  resources. 
Some o f  the poss ible ef fects (posi t ive and 
negat ive) o f  the deve lopment  o f  E E Z  
resources are l is ted in Table  2 below.

TABLE 2
POSSIBLE EFFECTS OF OFFSHORE (EEZ) DEVELOPMENT

Nationa l Benef i t s
— improved domest ic supp ly  o f  st rategic 

and cr i t i ca l  resources 
— reduced trade def ic i t  
— improved food supply  
— increased nat iona l  secur i ty 
—enhanced economic  g rowth 
— increased federal revenues

Regional/Local  Benef i t s 
(some pub l i c ,  some private) 

— increased jo b s  
— increased investment earnings 
— increased tax revenue

Of f shore Env i ronmen ta l  Impac t s
—deter iorat ion o f  marine wate r  qua l i t y  
—deter iorat ion o f  air qua l i t y  
—addi t ion o f  toxins to the env i ronment ,  

and poss ibl y the food cha in 
—visual d i s tu rbance 
—potent ial accidents

Onshore Env i ronmenta l  Impac t s
—increased risk o f  acc idents 
—degrada t ion o f  coastal  esthet ics 
—reduct ion in qua l i t y  o f  coastal  

recreation experience 
—reduct ion in tour ism

Of f shore Di sp lacement  Impac t s
—prevent ion or d i s rup t ion o f  usua l  

f i shing patterns 
— interference wi th commerc ia l  and 

recreat ional  nav igat ion

Onshore Di sp lacement  Impac t s
—compet i t ion for l imi ted commerc ia l  

and recreat ional  port and harbor  space 
—compet i t ion fo r si tes for processing, 

storage a nd t ranspor tat ion faci l i t ies 
—compet i t ion for  l imi ted recreat iona l  

beach space

Onshore Socio-economic Impac t s  
— increased popu lat ion 
— pub l i c faci l i t ies and in f ras t ruc tu re  
— pub l i c services 
— hous ing,  water suppl ies 
—add i t iona l  requ i rements on local  

government p lanning processes

‘ ‘ W ith o u t  e ffe c tiv e  

lo c a l p a r t ic ip a t io n  

in  th e  d e c is io n ­

m a k in g  p ro c e s s , 
no  a m o u n t o f  ‘n a ­

t io n a l in t e r e s t 9 

ju s t if ic a t io n  is  l ik e ­

ly  to  o v e rco m e  

lo c a l o p p o s itio n . M



For  any par t icu lar act iv i ty  in the 
E E Z ,  one wou ld  have to evaluate each o f  
the poss ible ef fects l isted in Tab le  2 to 
ob ta in the cumu la t i ve  impact .  General l y ,  
the impact wi l l  be greater f rom EEZ  ac­
tivi t ies closer to the coastal  zone, when 
act i vi t i es o f  greater importance to the 
State are displaced, and when s igni f i cant ,  
yet uncompe.-.j i i ted, demands are placed 
on local  publ i c inf rast ructure due to in ­
creases in populat ion.  Perhaps, in the 
long run,  the economic benef i ts 
associated wi th a new E E Z  ac t i v i t y  cou ld  
par t ia l l y  or c/en tota l ly o f fse t  these 
social ,  i .e. n m-economic, costs. But this 
fai l s to address the importance o f  the 
non-economii aspects o f  local  dec i s ion­
mak ing ,  i . e. ,  he need for “ self- 
determinat ion.  "

A  commun i ty ,  or  State, wi l l  be the 
recipient o f  the costs and benef i t s ,  both 
economic  and non-economic, o f  deve lop­
ment in the E E Z  o f f  o f  i ts shores . 
W i t hou t  e ffec t i ve local par t ic ipat ion in 
the deci s ion-making process, no amount  
o f  “ nat iona l  interes t"  j u s t i f i ca t ion is 
l i ke l y  to overcome local oppos i t ion.  Nor 
wou ld  the best interest o f  the commun i ­
ty, State or  nat ion be served by the 
resul t ing delay  in the order l y deve lop­
ment o f  these resources due to the

forseeable pol i t ical  obstacles or, worse, 
protracted l i t igat ion. Thus,  a true 
Federal/State partnership in the dec i s ion­
mak ing process is clear ly necessary for 
the management o f  the l iving and  non l i v ­
ing resources in Ameri ca' s EEZ ,

The estab l i shment o f  a true 
Federal/State partnership, founded on 
cooperat ion and mutua l  benef i t ,  requires 
an equ i tab le  shar ing o f  both the benef its 
and costs der i ved from the deve lopment 
o f  E E Z  resources. The sharing o f  
benef i t s ,  inc lud ing revenues, f rom E EZ  
resource deve lopment is a na tu ra l  exten­
sion o f  shared decis ion-making. I t is both 
real is t ic and ju s t  to recognize the in­
terests o f  the federal government and the 
States in the E E Z  whi le bear ing in mind 
the poss ibl e ef fects o f  E E Z  development .



S E C T I O N  IV

RECENT DEVELOPMENTS IN INTERNATIONAL LAW AFFECTING 
THE ROLE OF STATES IN EEZ RESOURCE MANAGEMENT 

Prior to World War II:

I nternat iona l  ocean law has undergone 
s igni f i cant change in the past four  

decades. P r i o r  to Wor ld  W a r  I I  the 
ocean water s beyond a na t ion' s  terr i tor i al  
sea were near l y un ive r sa l l y  regarded as 
"h igh s e a s . "  Wi t h i n  these waters any na ­
tion was free to do whatever  it chose,  in ­
c luding navigate ,  f i sh, conduc t  research, 
dr i l l  for oi l .  per form mi l i t a ry  maneuvers 
or any o f  the other high seas f reedoms,  
unless it agreed otherwi se by in te rna­
tional agreement or  treaty. But in waters 
that were once pure high seas that are 
now EEZo , there has been a fundamenta l  
change.

Over lapping the last decade o f  this 
per iod the nat ions o f  the wor ld  
negotiated the Un ited Nat ions  Law o f  the 
Sea Convent ion (LOS Convent ion) , 
cu lminat ing in 130 nat ions s igning the 
treaty in 1982. The LOS Convent ion is 
the sole in te rna t iona l l y recognized text 
def in ing the legal parameters o f  exclus ive 
economic zones. A l t hough the United 
States announced that it wou ld  not sign 
the LOS Convent ion,  the Pres iden t ’s 
E E Z  Proc lamat ion conforms c lose ly to 
the LOS articles on exclus i ve economic 
zone s .14 In add i t ion ,  the Pres ident a n ­
nounced that the Un i ted States w j u l d  act 
in accordance wi th the p r o v i s i o n  o f  the 
LOS Convent ion re la t ing tu ‘ t radi t iona l  
uses o f  the oceans — such as naviga t ion 
and over f l i g h t . ” >5

1945-1983:

“ P r io r  to W o r ld  

W a r  I I  the o ce a n  

w a te rs  b e yo n d  a  

n a t io n 's  t e r r it o r ia l 

se a  w ere  n e a r ly  

u n iv e r s a lly  re g a rd ­

ed  a s ‘h ig h  s e a s . ’ 

B u t  in  w a te rs  th a t  

a re  n o w  E E Z s , 
th e re  h a s  been a  

fu n d a m e n ta l 

ch a n g e . ”

I n 1945 Pres ident T r uman  proc la imed 
U.S. j u r i sd i c t ion and cont ro l  over  the 

resources o f  the cont inenta l  she l f  
adjoining the Un i ted S ta te s .13 Other 
nat ions q u i c k l y  fo l lowed sui t ,  assert ing 
var ious fo rms o f  nat iona l  con t ro l  over 
ocean resources o f f  thei r coasts .  Mex ico,  
also in 1945, asserted s imi lar  j u r i sd i c t ion 
over its cont inen ta l  shel f .  A rgen t ina in 
1946, and Peru and Ch i l e  in 1947 
asserted ju r i sd i c t ion over not on ly  the sea 
bottom o f  the cont inen ta l  shel f ,  bu t  also 
the water above it. Hondu ras ,  in 1951, 
establ ished a 200-mile " r esour ce  
protection z o n e , "  the f i rst such zone that 
wou ld  later be referred to as an exc lus i ve 
economic zone. In the next 30 years over 
50 nat ions c l a imed vary ing degrees o f  
j ur i sd ic t iona l au thor i t y  over  ocean 
resources out to 200 m iL s  f rom their 
shores. As a resul t ,  (he in terna t iona l 
recogr. i t ion o f  the “ high-seas" charac te r 
in these 200-mile zones became less and 
less pronounced.

After the 1983 U.S. EEZ 
Proclamation:

T he E EZ  Proc lamat ion fundamen ta l l y  
al tered fhe legal charac ter  o f  the 200 

mi le zone a round the Un i ted States.
Pr ior  to the Proc lamat ion ,  the body  o f  
U .S.  law pertaining to this zone, whi le 
assert ing U.S. j u r i s d i c t ion in piecemeal 
fash ion over select resources ,  nonetheless 
con t inued to apply in the interna t iona l l y 
recognized regime o f  " h i g h  sea s . "  • ••

“ T h e  E E Z  P r o ­

c la m a tio n  fu n ­

d a m e n ta lly  a lte re d  

th e  le g a l c h a ra c te r  

o f  th e  2 0 0  m ile  

zo n e  a ro u n d  th e  

U n ite d  S ta te s .

-  13 -



“ U n le s s  a n o th e r  

c o u n try 's  re c o g n iZ ’ 

ed  r ig h ts  a re  im p ­

in g e d  u p o n , n o  

o th e r n a tio n  c a n  

q u e stio n  th e  

m a n a g e m e n t d e c i­

s io n s  o f  th e  U n ite d  

S ta te s  c o n c e rn in g  

it s  E E Z

re so u rc e s .
M

Although the pure concept o f  the "h igh 
seas"  was erodi i .g within 200 mi l e s  o f  
this coun t ry  and others, the s ta t us  o f  
ocean resources in this zone d id  not une- 
qu i vo cab ly  change from high seas 
resources to U.S. domest ic resources unti l  

•the U.S.  E E Z  Proclamat ion. A t  the same 
time, in accordance with inte rna t iona l 
taw, the high seas rights o f  non-resource 
related act ivi t ies ,  such as naviga t ion and 
over f l ight ,  among others, are express l y 
recognized and preserved in the Pres i ­
d en t ’s Proc lamat ion.

The Uni ted States now has sovereign 
r ights o'-er the l i ving and nonl iving 
resources wi thin its EEZ .  How to exer­
cise these rights is an internat ional ly 
recognized sovereign, i .e. domest ic,  q ue s ­
t ion.  Tha t  is, unless another count ry ’s 
recognized rights are impinged upon, r.o 
other nat ion can quest ion the manage­
ment decis ions o f  the United States con ­
cerning its E E Z  resources. In terms o f  
U .S .  federal law, this is a fundamenta l  
change wi th potent ia l ly profound 
domest i c consequences.

“ F o r  d e c a d e s  th e  

U .S . S u p re m e  

C o u rt  h a s  c o n ­

s is te n t ly  r u le d  th a t  

o n ly  th e  f e d e r a l 

g o v e rn m e n t 

p o sse sse d  f u l l  a n d  

p a ra m o u n t a u th o r i­

ty  to m a n a g e  th e  

n a t u r J  re s o u rc e s  

o u tsid e  th e  te r ­

r it o r ia l s e a . 

H o w e v e r , th e  le g a l 

b a s is  u p o n  w h ic h  

these  c a se s  r e s t  n o  

lo n g e r a p p lie s . ”

Supreme Court Rulings, International Law 
and EEZ Lesource Management

F or decades the U.S. Supreme Cou r t  
has cons is tent ly ruled that on l y  the 

federal government  possessed fu l l  and 
paramount  au thor i t y  to manage the 
na tu ra l  resources outs ide the te rr i tor i a l  
sea. In fact ,  unt i l  Congress passed the 
Submerged Lands  Ac t  in 1953, the Cou r t  
ruled that even wi th in the three mi l e 
"ma rg in a l  s ea "  the federal government  
had fu l l  and  paramount  natura l  resource 
m ingemen t  author i ty .  However ,  the legal 
br sis upon which these cases rest no 
longer appl ies.

In the l andma rk  case United States v. 
Califo rn ia|6, the cour t ruled aga inst  
C a l i fo r n i a ’s assert ion o f  ‘ ‘d om in i o n "  
over the submerged lands wi thin its three 
naut i ca l  mi l e zone o f  State ocean waters. 
The court  based its decision on the ra ­
t ionale that:

" B u t  whatever any nat ion does in 
the open sea, which de t ract s  from 
its common  usefulness to the 
nat ions ,  or which another nat ion 
may  charge detracts f rom it . is a 
ques t ion for cons iderat ion among 
nat ions j s  such, and not thei r 
separate governmental  u n i t s . " 1’

As a resul t ,  the Cou r t  ruled that because 
marine resource management could af fect  
internat iona l  relat ions, the "Federa l 
Government  rather than the state has 
paramount  rights in and power over that 
bel t , an incident to which is ful l  d om i ­
nion over the resources o f  the soil under  
that water a rea . ’ ’18

Thi s rat ionale is the basis for a series 
o f  Supreme Cour t  ru l ings that fol lowed. 
In 1950, in United States v. Louisiana , 19 
the Cour t rejected Lou i s i ana ’s c la im o f  
r ights over the resources in, and beyond , 
the three mi l e zone, hold ing that “ The 
ocean seaward o f  the [ three mile zone) is 
perhaps even more d irect l y related to the 
nat iona l  defense, the conduct  o f  foreign 
a f fa i r s ,  and wor ld  commerce than is the 
marginal  sea. Certa in l y  it is not less 
so."-0 The same year, in United States v. 
Texas, 31 the Court  also rejected Texas' 
c l a im to the resources in its three mile 
zone o f  ocean waters. Texas argued that 
because it was an independent Republ ic 
pr ior to admis s ion to the Union it thus 
held fu l l  author i t y  over  these resources. 
The Cour t ,  however ,  ruled that upon 
enter ing ihe Union Texas was placed on 
an “ equal  fo o t i ng "  wi th al l  other States.



ant1 ihat “ The United States then took 
her place as respects foreign commerce,  
the '■'•aging o f  war, the mak in g  o f  
treaties, defense o f  the shores ,  and the 
l ike. In external af fa i rs the Uni ted States 
became the sole and exc lus i ve  spokesman 
for the Na t i o n . ” "

Congress reacted to these Supreme 
Cour t  casei by passing the Submerged 
L and i  Act  o f  1 9 5 3 , signed into l aw by 
Pres ident Eisenhower,  that vested in the 
States t i t le to the seabed o f  thei r ocean 
waters. Later the same year Congress 
passed a companion act, the Oute r 
Cont inenta l  She l f  Lands A c t  (OCSLA).--1 
The OCSLA  provided that the waters 
above the cont inenta l  shel f  a rc  recognized 
as high seas:5. whi le establ i sh ing 
exclus ive federal j ur i sd i c t ion over the 
cont inenta l  shel f  seaward o f  the 
terr i tor ial  l imi t  o f  the States.

Nonetheless,  in 1969, in United 
States v. Maine,-6 13 At lan t i c  States 
chal lenged the federal gove rnmen t ’s 
paramount  rights over the submerged 
lands beyond State waters, c l a im ing that 
as successors to the Crown o f  Eng land 
(or Ho l land in the case o f  New York) 
they possessed fu l l  author i ty  over  the 
seabed beyond the three mi le State 
■vaters. The Supreme Cour t ,  re ject ing this 
i rgument , reaf f i rmed the ru l ings  Cali/or- 
■ia. Lousiana and Texas, and ruled that 
ne internat ional  character o f  these 
aters requi red the federal government  to 
•:am ful l  domin ion over the seabed o f  
-• cont inenta l  shel f  beyond the three 
le l ine.
The>e rul ings ,  both before and  af te r 

e Submerged Lands Act or  the OCSLA  
■re implemented,  were based on the 
preme Cour t ' s  determinat ion that the 
:an area beyond State terr i tory was 
ernat ional in character ,  and thus the 
nagem.nt o f  these resources cou ld  
:ct relat ions wi th foreign nat ions, 
ause the U.S. Cons t i tu t ion express l y 
its to the federal  government al l  
ers to conduc t  foreign a f fa i r s ,  the 
Js had no role to play m mar ine 
, rce management beyond their ocean 
r».-‘ This has changed.

A Sea Change with 
the EEZ Proclamation

W i th the E E Z  Proc lamat ion , 
resource management w i th in the 

E E Z  is no longer internat ional  in 
character ,  but rather is a purely domest i c 
matter .  The basis upon which the above 
Supreme Cou r t  cases rest no longer ap ­
pl ies. The E E Z  is no longer an ‘ ‘open 
sea .”  No other nat ion can charge that a 
resource management decis ion by the 
Un ited States detracts f rom the “ com ­
mon use fu lness”  o f  this zone. The 
resources o f  the U.S.  E E Z  are not to be 
managed for their internat ional  “ c om ­
mon use fu lness , ”  bu t  rather for  the 
usefulness o f  the Un ited States. Thu s ,  
domest i c management o f  U.S. E E Z  
resources has become a question fo r  con ­
s iderat ion by the “ separate governmenta l  
un i t s , ”  i.e. the federal government and  
the coastal  States. Thi s does not mean 
that the coastal  States au tomat i ca l ly  ac ­
qui red resource management au thor i t y  in 
the E E Z  wi th the issuance o f  the 
pres ident i al  E E Z  Proc lamat ion .  I t s imply  
means that no cons t i t ut ional  barr i er now 
exists to deny States their proper role in 
shar ing the responsibi l i t ies and benef i t s 
o f  resource-management au thor i ty  wi th 
the federa l  government .

Thus ,  to the extent that management 
o f  the resources o f  the U.S. E EZ  does 
not d irect l y af fect  the r ights o f  other n a ­
t ions, this management is now purely a 
domest i c ques t ion, a quest ion that can be 
answered only  wi th ful l  part ic ipat ion by 
both the coastal  States and the federal 
government .

“ W ith  th e  E E Z  

P ro c la m a t io n , the 

E E Z  is  no  lo n g e r 

a n  ‘o p en  se a . ’ T h e  

re s o u rc e s  o f  th e  

U .S . E E Z  a re  n o t 

to  be m a n a g e d  f o r  

th e ir  in te rn a t io n a l 

'co m m o n  

u s e fu ln e s s , ’ b u t 

r a th e r  f o r  th e  

u s e fu ln e s s  o f  th e  

U n ite d  S ta te s .

T h u s , d o m e s tic  

m a n a g e m e n t o f  

U .S . E E Z  

re s o u rc e s  h a s  

b e co m e  a  q u e s tio n  

f o r  c o n s id e ra t io n  

b y  th e  ‘s e p a ra te  

g o v e rn m e n ta l 

u n its , ’ i .e . the  

f e d e r a l g o v e rn m e n t 

a n d  th e  c o a s ta l 

S ta te s . ”



" T h e  o rd e r ly  

d e v e lo p m e n t o f  

E E Z  re s o u rc e s  

w o u ld  be im p o ss i­

b le  w ith o u t e ff i­

c ie n t  a c c e s s  to , 

a n d  in te rc o n n e c ­

t io n s  w ith , p o r t s , 
h a rb o rs , s  h o  re s id e  

s u p p o rt, p ro c e s s ­

in g  a n d  s to ra g e  

f a c i l it ie s , m a rk e ts , 
t ra n s p o rta t io n  

ro u te s  a n d  the  

c o u n tle s s  o th e r  

n e e d s th a t  a c c o m ­

p a n y  o ffsh o re  

d e v e lo p m e n t. ”

s F r T r n v  yw 4 ̂  JL X V-A 1. t f

THE OCEAN GOVERNANCE CHALLENGE

JURISDICTIONAL COMPLEXITIES

T he human side o f  the equat ion 
governing Amer i ca' s  ocean resources 

can be stated in f ive parts: local 
author i t ies .  State governments ,  the 
federal government ,  the private 
(commercia l ) sector, z r  ' tu.e general 
publ i c.  Local  author i t i es cont ro l  the 
locat ion and operat ions o f  faci l i t ies, such 
as ports and harbors.  State governments 
cont ro l  env i ronmenta l  aspects, such as air 
and water  qua l i ty ,  as wel l  as protect ion, 
conservat ion and deve lopment  o f  
resources in State ocean waters.  The 
federal government has au thor i t y  over 
the internat iona l  aspects o f  the E E Z .  
such as law enforcement and nat ional  
secur i ty,  as wel l  as. cu rren t ly ,  dominant  
au thor i t y  in the management  o f  the l iving 
and non l i v ing resources. The private 
sector is of ten the pr ime mover in 
o f f shore  deve lopment . What  does, or 
does not ,  happen o f f shore , and  at what 
pace, usua l l y  depends on market  
cond i t ions  and the ju dgmen t  o f  corporate 
of f ic i a l s .  And  f ina l l y,  the general publ i c 
has an impor tant  role in the 
decis ion-making process. Pub l i c  hearing 
are a legal requi rement in many 
resource-use decis ions, at both the federal 
and State levels.

Because the order l y deve lopment  o f  
E E Z  resources wou ld  be impossibl e 
w i thou t  ef f ic ient access to, and 
interconnect ions wi th, ports ,  harbors ,  
shores ide support ,  processing and storage 
faci l i t ies,  market s,  t ranspor tat ion routes 
and the count less other needs that 
accompany o f f shore  deve lopment ,  it is 
clear that al l  f ive parts o f  the ocean 
governance equat ion mus t  part ic ipate in 
the deci s ion-making process.

The ju r i sd i c t iona l  d iv is ion between 
levels of government — Three separate 

-.ds o f  ju r i sd i c t ion d iv .de the coastal  
ocean area — local and State 

g ernments general ly control  shorel ine 
use: in most cases State government has 
ju r i sd i c t ion in the bel t o f  ocean t rom the 
t idemark out to the three-mile l imi t ; and 
the federal government has genera! 
ju r i sd i c t ion from three out  to two hun­
dred mi le s .23 The prob lems thus created 
for the planning ar.d management o f  
these act ivi t ies are:

— most important  ocean activi t ies 
invol ve al l  three ju r i sd i c t ions ,  a 
ma jor  complexi ty ; and 
--the benef i t s and costs o f  ocean 
resource exploi tat ion frequent l y 
fal l on d i f f eren t ,  or mu l t ip le ,  
jur i sd ic t ions .

The ju r i sd i c t iona l  d i v i s ion in the 
management o f  d i f fe ren t  ocean 
resources/uses — Wi t h i n  the two 
o f f shore  ju r i sd i c t ions (federal and State), 
each resource/use is typi ca l l y  under the 
ju r i sd i c t ion o f  a d i f f eren t agency 
operat ing under a d i f fe ren t  legis lat ive 
f ramework .  For example ,  a speci f ic 
federal . gencv manages o f f shore  oi l 
deve lopment ,  whi le another  agency 
handles wa te r qua l i t y  and related 
matters .  The prob lems created by this 
single purpose approach include:

—d i f f i cu l t y  in advance p lanning for 
heavi l y used ocean areas;
— lack o f  ear ly ident i f icat ion and 
resolut ion o f  conf l ic t s among  users; 
— few opportuni t i es for  a ccom­
modat ing al ternat ive or competing 
uses; and
—d i f f i c u l t y  for general purpose 
local governments to relate to single 
purpose o f f shore  agencies.

-  16 -



Ocean Complexity

I n add i t ion to these human factors,  
the na ture o f  the ocean i tse l f  must  be 

cons idered.  The ocean's f l u i d  and 
dynam ic  propert ies mean that ef fects 
f rom act ivi t ies at one o f f shore  locat ion 
can spread q u ic k l y  to other locat ions, in­
c lud ing the shorel ine. Further ,  the com­
plex relat ionship o f  ocean and coastal  
ecosystems — between interdependent 
organisms and their habi ta t s and the 
larger dynam ic  env i ronment upon which 
they depend — together wi th our  in ­
complete knowledge o f  these systems, v i r ­
tua l l y  guarantees that any ocean deve lop­
ment act iv i ty  wi l l  p roduce unexpected e f ­
fects wel l  removed f rom the project  
i tsel f .  As a result ,  predi ct ing the impacts 
o f  an ocean use is except ional ly  d i f f i cu l t .  
The management problems that arise 
include:

— unin tend td ,  unforeseeab le  conse­
quences o f  ocean exploi tat ion; 
— uncer ta inty over  the fate and  e f ­
fects o f  discharges; and 
— uncer ta inty abou t  the geographic 
extent and  dura t ion o f  impacts .

Congress has wrest l ed w i th  the 
ju r i sd i c t iona l  and na tu ra l  complex i t i es o f  
ocean and coastal  resource governance.
In October  o f  1972, recogniz ing the fun­
damenta l  importance o f  the coastal  zone 
o f  the Un i ted States, the Congress 
enacted the Coasta l  Zone  Managemen t  
Act o f  1972 (CZMA) .  Th i s  legis lat ion 
author ized the coastal  States to develop 
and implement coastal  zone management 
programs for the shorel ines o f  the Uni ted 
States, inc lud ing the State ocean waters. 
Bui l ding on s igni f i cant coas ta l  manage ­
ment ef fo rt s a lready underway  in Ca l i fo r ­
nia, Oregon, De laware , Wash ing ton .  
Rhode I s l and . North Ca ro l in a ,  Mich igan,  
Wiscons in ,  and Minneso ta ,  most coastal

States took the federal  legis lat i ve 
chal l enge ser ious l y,  complet ing and o b ­
ta ining federal government  approva l o f  
their coastal  zone management programs. 
At  present, 29 States and terr i tor ies have 
federal l y approved programs,  cover ing 
more than 90?o o f  the U.S .  shorel ine.

A  ma jo r  ob jec t i ve  o f  these Stale, 
coastal  zone management  programs is to 
prov ide a coord inated deci s ion-making 
mechani sm to reconci le con f l i c t ing uses 
o f  the coasta l  zone. Congress intended 
that through this mechan i sm,  coastal  
areas and resources requ i r ing protect ion 
wou ld  receive that protect ion whi le 
water-dependent act i vi t i es that mus t  exist 
in the coastal  zone wou ld  receive pr ior i ty 
cons iderat ion. A t  the same t ime, the 
mechani sm fosters pub l i c  par t ic ipat ion 
and st reaml ines the deci s ion process.

Cent ra l  to the ent i re process is the re­
qu i rement o f  “ cons i s t ency"  w i th  a 
federa l l y approved State coasta l  zone 
management program.  Genera l l y ,  any 
federa l  agency, or any person operat ing 
under  a federal permi t or  l icense, that 
conduc ts  an ac t i v i t y  that a f fec t s  a State's 
coastal  zone mus t  do  so in a manner

“ T h e  o c e a n 's  f lu id  

a n d  d y n a m ic  p r o ­

p e r t ie s  m e an  th a t  

e ffe c ts  f r o m  a c ­

t iv it ie s  a t  o n e  o ff­

s h o re  lo c a t io n  cu n  

s p re a d  q u ic k ly  to  

o th e r  lo c a t io n s , in ­

c lu d in g  th e  

s h o re lin e . ”
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consistent wi th a State's approved 
management plan. Whi l e the C Z M A  has 
only been in ef fect for 15 years, it is 
general ly accepted that State coastal  zone 
management programs are per forming 
rather wel l  and program improvements 
are occurr ing on a regular basis.-9

The coastal  zone management process 
has been very ef fect i ve in reconci l i ng the 
mul t iple interests associated wi th most 
coastal  uses. Yet f rom the coastal  State 
perspect ive, even beyond recent e f fo r t s  to 
reduce or terminate federal coastal  zone 
management fund ing assistance, there are 
some ser ious shor tcomings wi th the 
present system, especial ly when viewed 
against the new chal lenges posed by 
Amer i ca ’s new Exclus i ve Economic  Zone.

Up to 1982, tensions between the 
coastal  States and the federal government  
had largely focused on o f fshore  oi l .  The

prospect o f  ocean incinerat ion o f  to*, 
wastes, 5eaoed disposa l  o f  
decommiss ioned nuclear submarines,  
plans for ocean mining have aUo 
provoked add i t iona l coastal  State 
concern. In each o f  these instance-., ;! 
concern is fueled by two factors: i ) 
uncer ta inty as to the ef fects o f  the 
proposed a c t i . i t y  on the mar ine and 
coast."., env i ronments ,  ar.d 2> the feel: 
o f  cou j ta i  States and communi t i e s the 
they lacked the legal author i ty needed 
part icipate in the fo rma l decis ion-mak 
processes. In l ight o f  increasing pressu 
to develop and use the resources o f  :h 
E E Z ,  the coastal  States v iew these 
concerns as harbingers o f  potent ial  
conf l ic t  unless some impor tant  change 
are made in present ocean governance 
arrangements .



c r r x r o . V  v iJ L .’O  1 1 U L 1  ft
FORGING THE PARTNERSHIP

T he geographic range o f  State and 
nat ional  interests in the oceans bears 

relat ively l i tt le resemblance to the extent 
o f  formal State and federa l  j u r i sd i c t ion.  
Strong nat ional  interests (e.g. , secur i ty 
and interstate commerce) exist 
throughout the entire ocean area. 
Simi lar ly ,  as discussed in the previous 
section, st rong State-local interests exist 
wel l beyond the l imi t  o f  State waters.  In 
State ocean waters, the State government  
has ju r i sd i c t ion and ownersh ip o f  
resources; hence State agencies have been 
delegated management au t ho r i t y  over 
those resources. This au thor i t y ,  however 
must be carr ied out in manner  that 
acknowledges and protects co-existing na­
t ional interests in these same waters. 
Simi lar ly ,  federal agencies that are 
delegated author i t y  to manage resources 
in the EEZ ,  must ,  we bel ieve, take ac­
count o f  State and local  interests that ,  in 
many cases, co-exist w i th  na t iona l in ­
terests beyond the three-mile l imi t .  There 
is nothing in the concept o f  legal 
j ur i sd ic t ion over resources in a given area 
that leads to the non-recogni t ion o f  va l i d 
“ ou t s ide” interests that a l so exist in the 
management o f  those resources.

It is impl ici t ,  therefore, that a set o f  
dut ies and responsibi l i t ies accompanies 
the benef i ts o f  ownership and exp lo i ta ­
t ion o f  publ ic l y  held ocean resources.
One important element o f  the govern­
mental presence in the oceans,  therefore, 
is made up o f  both the management  o f  
the benefi ts that How f rom sovereign 
rights and the d ischarge o f  the dut ies and 
responsibi l i t ies associated w i th the exer­
cise o f  those rights.

>n .he Exc lus ive  Econom ic  Zone ,  
three di f ferent dut ies fa l l  to federal 
resource managers:

Dut ies to the Nation: inc ludes max ­
imiz ing the f inancial  benef i t s that How 
from cont rol  o f  the resources, whi le 
min imiz ing the impac ts f rom such ex­
ploi tat ion to other ocean users, resources 
and the env i ronment .

Dut ies to the interna t iona l c ommun i ­
ty: ma inta in ing nav igat iona l  and other
high seas freedoms for  the wor ld  
commun i ty  in compl iance wi th 
interna t iona l law. A l s o ,  a d u t y  exists to 
prevent po l l u t ion in the U.S.  E E Z  from 
spi l l ing over  to the high seas or into the 
EEZ s  o f  ad jacen t nat ions .

Dut ie s to adjacent  coasta l  States: to 
prevent , reduce or  compensate  for 
pol l ut ion and  other ef fects shown in 
Table  2 that a f fec t resources under  State 
ownership or  cont ro l .

A  s im i l ar  set o f  dut ies fa l l s  on the 
coastal  State ocean resource manager ,  
inc luding:

Dut ies on beha l f  o f  the State's 
ci t izens: to max imize  earnings whi l e 
min imiz ing env i ronmenta l  impacts .

Dut i es to the Nat ion:  Prevent ion o f  
pol l ut ion enter ing the E EZ ;  protect ion o f  
endangered species and  mar ine mammals ;  
faci l i ta t ion o f  interstate commerce and 
safe nav igat ion,  act ing cons i stent wi th 
na t iona l secur i ty interests.

“ T h e re  is  n o th in g  

in  th e  co n ce p t o f  

le g a l ju r is d ic t io n  

o v e r  re s o u rc e s  in  a  

g iv e n  a re a  th a t  

le a d s  to  the non- 

re c o g n it io n  o f  

v a lid  ‘o u ts id e  ’ in ­

te re s ts  th a t a lso  

e x is t  in  the 

m a n a g e m e n t o f  

th o se  r e s o u r c e s ."



‘7 /7  th e  p a s t , th e  

in te re s ts  o f  th e  

S ta te s  a n d  lo c a l 

c o m m u n itie s  h a v e  

u s u a lly  b een  p r o ­

je c t e d  f r o m  th e  

s h o re  la n d  s e a w a rd . 
A  m o re  

a p p ro p r ia te  

a p p ro a c h  is  to  

s t a r t  f r o m  th e  

lo c a t io n  o f  th e  

a c t iv it ie s  in  th e  

E E Z  a n d  p r o je c t  

th e  e ffe c ts  a n d  im ­

p a c ts  s h o re w a rd . ”

Dut ies to the coastal  local govern- 
ments: Prevent ion o f  air and water 
pol l ut ion that wou ld  af fect  them, 
assistance in deal ing with planning and 
socio-economic impacts.

O f  course, federal and 5tate resource 
management agencies operate under the 
terms o f  ocean resources management 
law. However ,  two add i t iona l  norms 
gen . ra l l y  guide publ i c decis ion-makers: 
agency pol i cy and publ i c dut i es .  But. 
on ly  a port ion o f  these are ever fo rma l l y  
wr i t ten into law.

The law: a f ramework o f  procedures 
and processes du ly  adopted by a 
legis lat ive body guid ing decis ion-making 
in a given area, not necessarny 
predetermining every outcome, usual ly  
not exhaust ive,  usual ly  not e l imina t ing al l  
d iscret ion in decis ion-making.

Agency pol icy: the object i ves that a 
par t i cu lar governmenta l  agency wishes to 
achieve dur ing its tenure, work ing wi thin 
the broad l imits establ i shed by the law. 
Usua l l y  not so comprehensi ve or al l in ­
c lus ive as to e l iminate discret ion in dea l ­
ing wi th matters not di rect l y in conf l i ct  
wi th agency object i ves .

Pub l i c  dut ies: an inherent pai'. o f  
the execut ion o f  publ i c tasks, related to 
norms o f  fairness and jus t i ce,  that f low 
f rom cons iderat ions o f  equi ty .  On a par 
wi th the law, somet imes spel led out in 
the law, somet imes not.

M uch  o f  the d i f f i c u l t y  associated w;:n 
the operat ion o f  the present OC5 oi l  and 
gas leasing program,  for example,  centers 
a round the d i f f eren t weights that var ious 
interests tend to give to these three 
norms.

In the past, the interests i f  the State- 
and local communi t i e s  -y  -* •• • !
projected f rom the shor e l in e  -eaward, 
and terminated a rbi t rar i ly  at the 
boundar y  o f  State ocean waters. A mere 
appropr iate approach,  however, is to 
s t an  f rom the locat ion o f  the act iv i t ies in 
the E E Z  and project the ef fects and 
impac ts shoreward to the State coastal  
zone and shoreiands.  This lends a more 
accurate view o f  the range and exient c f  
the State interests that need to be 
protected in State-Federal arrangements 
governing the E EZ .

Fur thermore , the concept o f  "shore- 
l i n k e d "  impacts o f  ocean deve lopment Is 
usefu l  in gauging the roles o f  the 5:a:e 
and federal governments in ocean 
deve lopment .  Long-term commi tments 
for  the exclus i ve use o f  ocean space, and 
the resul tant long-term commi tment  o f  
the shoreside suppor t faci l i t ies, require 
the concur rent approva l o f  both the 
federal  government and the invol ved 
coastal  States. The C ' j owater Ports Act 
and the Ocean Therma l  Energy Ac t set a 
precedent for shared decis ion-making :n 
the case o f  ocean deve lopments o f  this 
type.
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An  eff i c i ent E E Z  management  process 
wi l l  a lso have to address the uncer ta inty 
due to the complexi ty  o f  ocean processes. 
Given our  incompiete unders tanding o f  
ocean dynamics ,  accurate predi ct ions o f  
ef fects o f  a given ocean ac t i v i t y  are 
usua l ly not possible.  Nonetheless ,  new 
ocean deve lopments w i l l  not be held back 
unt i l  ai l  o f  the necessary knowledge 
about ocean processes is known.  Imp ro v ­
ed ways are clear ly needed to deal  wi th 
these uncertaint ies .

To minimize  uncer ta inty,  
operat ional ly-l inked mon i to r ing programs 
should be used. P r io r  to the start-up o f  a 
new ocean act i v i ty ,  basel ine studies 
should be per formed.  Then,  agreement 
should be reached among  the potent i a l ly 
af fected interests, on levels (thresholds) 
o f  key parameters that , i f  “ached, wou ld  
trigger pre-agreed changes in the

operat ion o f  the act i vi ty (or fu l l  
shut-down, in the worst case si tuat ion). 
Too of ten there is no manda ted 
connect ion between mon i to r ing and the 
operat ion o f  the program. Operat iona l 
rules and procedures are estab l i shed at 
the onset o f  a new ocean program,  based 
on the best in format ion ava i l ab le  at that 
t ime. The tendency is for these 
procedures to remain f ixed th roughout  
the operat ion despi te the fact that a 
proper ly designed mon i tor ing ef fo rt  cou id  
be prov id ing highly relevant and use fu l  
in fo rmat ion to the ongoing program.

In some ocean s i tuat ions ,  we know 
too l i t t le to design an 
operat ional l y-l inked mon i to r ing program. 
I f  the gaps in our  unders tand ing are o f  
that magn i tude,  an even more 
conservat ive approach shou ld  be adopted 
(e.g. , a scaled-down project) unt i l  the 
needed bas i c research has been completed 
and a proper moni tor ing program can be 
des igned. Too  li tt le ef for t has been put 
into this aspect o f  the ocean management 
prob lem.  The result has been 
unp ro f i t ab le  debates over the l i kel y 
consequences o f  a proposed ocean 
deve lopment  act i vi ty and f inal  decis ions 
that are of ten largely pol i t ical  rather than 
technical  in nature. Even our  cur rent 
unders tand ing o f  ocean science shou ld  
permit  us t c  do  better than that .
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“ W h e th e r th e  

w o rd s  a re  ‘co n ­

s u lta t io n , ’ jo in t  

p a r t ic ip a t io n , ’ o r  

‘c o n c u r re n t  

a u th o r ity , ’ the  

m e ssa g e  is  the  

sa m e  — the  p ro ­

c e s s  o f  m a n a g in g  

A m e r ic a 's  E E Z  

re s o u rc e s  m u st in ­

vo lve  a l l  w ho  a re  

a f fe c te d ."

“ O u r  g o a l is  to  

e s ta b lis h  a n  e ffe c ­

t iv e , jo in t  p a r ­

t ic ip a to ry  p ro c e s s  

w ith  th e  fe d e r a l 

g o v e rn m e n t th a t  

re c o g n iz e s  the 

le g it im a te  in te re s ts  

o f  th e  c o a s ta l 

S ta te s  a n d  th e ir  

c it iz e n s , a n d  b e s t 

s e rv e s  th e  in te re s ts  

o f  th e  N a t io n . ”

S F f T T A V  V J !T it

CONCLUSION

W hether the words  are 
" con s u l t a t i o n , ”  " j o i n t  
P' . t i c ipa t ion , "  or  

"concur ren t  a u tho r i t y . ”  the message is 
the same — the process o f  managing 
Ame r i c a ’s E E Z  resources must  invol ve all 
who are af fected.

The coastal  cone wi l l  cont inue to be 
’ home”  for land-based faci l i t ies — ports, 
piers, warehouses ,  docks ,  and processing 
plants — so integral to E E Z  activi t ies.
A s  these act iv i t ies expand and intensi fy 
in the fu tu re ,  the need for  coastal  
support  faci l i t ies wi l l  a lso increase and 
wi th it, the g rowth o f  associated and 
necessary local " i n f r a s t r u c t u r e ’— roads 
and  related munic ipa l  and county  
services.  The cons truct ion and operat ion 
o f  these faci l i t ies and  urban 
in f ra s t ruc tu re  wi l l  place f inancial ,  social 
and  env i ronmenta l  demands on coastal  
governments and their ci t i zens. Likewise, 
the envi ronmenta l  impac ts  o f f shore  from 
ocean resource deve lopment  are o f  direct 
interest and concern to the ci t i zens o f  the 
coasta l  States. These c i t i zens therefore 
mus t  be part o f  the E E Z  resource 
management  process.

There is some s ta tutory  precedence 
fo r  invo l v ing coastal  States in ocean 
resource management .  For example, 
consu l ta t ion  au thor i t y  is ava i l ab le  to 
coasta l  State governors and local 
governments  under the Oute r  Cont inental  
She l f  Lands  Act .  A  jo in t  part ic ipat ion 
mechan i sm is ava i l ab le  under  the 
Fisher ies Conservat ion and Management 
Ac t ,  where the federal government ,  
coasta l  States, commerc ia l  and 
recreat iona l  f i shing interests are al l 
invo l ved .  Coastal  State concurrent 
a u tho r i t y  is avai l ab le under  the 
Deepwater  Ports Act ,  But a l l  too of ten 
the degree o f  invo l vement o f  coastal  
State governments in the E E Z  resource 
dec i s ion-making process does not match 
the impacts o f  the E E Z  resource act i vi ty 
on the coastai  States.

O u r  proc lamat ion,  assert ing the rights 
and respons ib i l i t i es pertaining to the pro­
tect ion. conservat ion and deve lopment o f  
resources o f  the Uni ted States Exc lus i ve 
Econom ic  Zone , and the accompanv ing 
pol icy s tatement speak to this process 
and par tnership.  The coastal  States' P r o ­
c lamat i on does not, however ,  cal l  for  an 
extens ion o f  State boundar ies ,  or more 
water or  submerged land " own e r sm p . ” 
An extens ion o f  the State .aters 
b ounda r y  to 12 miles, w ,!e it mav have 
speci f ic benef i t s ,  wou ld  not address the 
larger i ssue o f  e ffec t i ve l y managing this 
vast interdependent  ecological system.

Rather ,  our  goal is to establ i sh an 
e f fect i ve ,  jo in t  par t i c ipatory process wi th 
the federa l  government that recognizes 
the leg i t imate  interests o f  the coastal  
States and  their ci t izens, and best serves 
the interests o f  the Nat ion.  The elements 
o f  this jo i n t  par t ic ipatory process 
include: an equi table  di v i s ion o f  E E Z  
resource deve lopment  costs and b e n e f i t ,  
ful l  recogni t ion o f  the duty  to fu tu re  
generat ions , the need for ocean research



and env ironmenta l protect ion, and  shared 
decis ion-making for al l ocean act i v i t i es 
a ffect ing the interests o f  the ci t i zens o f  
coastal  States. These elements w i l l  be our  
guide as we act i ve l y seek to improve the 
exist ing piecemeal ,  and al l  too o f ten con ­
frontat iona l .  approach to EEZ  resource 
management .  An effect i ve in te rgovern­
mental  process must ,  and can be a ch i e v ­
ed i f  this nat ion is :o reap the ful l  
benef i t  o f  its E EZ  resources.

The coasta l  States have a lready been 
act ive in pursu ing this E E Z  partnership 
wi th the federal  government th rough p ro ­

posed EE.'’ hard mineral  mining legis la­
t ion and nat iona l  oi l  spi l l  l iabi l i ty and 
compensat ion legis lat ion. Other proposals 
being cons idered include: complet ion of 
comprehensi ve State Coastal  Zone 
Management  programs for the terr i torial 
sea, coord ina t ion o f  State ocean manage­
ment agencies and pol icies, greater ocean 
awareness through Coastweeks and other 
pub l i c educa t ion programs , examinat ion 
o f  an equ i tab le E E Z  revenue sharing for­
mula ,  deve lopment  o f  legal agreements 
between the coastal  States and the federal 
government  regarding the exchange of 
ocean research data  and informat ion, 
s t rengthening o f  State concurrence 
au thor i t y  over federa l  ocean activi t ies 
having direct  ef fects on coastal  States, 
and enac tment  o f  legis lat ion establ ishing 
a na t iona l ocean pol i cy commiss ion.

The coastal  States are commi t ted to 
tak ing their r i gh t fu l  place as fu l l  partners 
wi th the federal  government  in managing 
the resources o f  the U.S. E E Z .  Together, 
ou r  nat ion w i l l  move fo rward to meet the 
chal lenges and deve lop the potential  o f  
i ts ocean heritage.

“ A n  e ffe c tiv e  in ­

te rg o v e rn m e n ta l 

p ro c e s s  m u st, a n d  

c a n  be a c h ie v e d  i f  

th is  n a tio n  is  to  

re a p  th e  f u ll 

b e n e fit  o f  it s  E E Z  

re s o u rc e s . ”
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27. Note that F lo r ida  and Texas have federa l l y recognized boundar ies  in their G u l f  o f  Mexico waters out to 3 marine 
leagues, or rougn ly  10 miles.

28. Id.
29. “ A review conduc ted by N O A A ’s Of f i c e  o f  Ocean and Coas ta l  Resource Management (OCRN1) o f  Federal c o n ­

sis tency act ions dur ing 1982 indicated that the states reviewed approx imate l y  300 direct Federal  act ivi t ies under  Sec­
tion 307(c) ( I)  wi th non-concurrences in abou t 3 percent o f  the cases. Approx imate l y  7500 Federa l ly  l icensed and 
permit ted act i vi t i es were reviewed under  Sect ion 307(c)(3)(A) and the states objected in abou t  2 percent o f  the cases. 
Approx imate l y  500 Federa l ly  l icensed act ivi t ies descr ibed in detai l  in OCS plans under Sect ion 307(c)(3)(B) were 
reviewed by the states wi th nonconcurrences in abou t  0.5 percent o f  the cases. Final ly ,  the states reviewed approx­
imate ly 600 Federa l  assistance proposals to state and local governments under  Section 307(d) and objected in about 
0.5 percent o f  the cases. These numbers  are approx imate  since precise data was unavai lab le in a few cases: but  thev 
also ref lect a t remendous level o f  success under  exi st ing mechani sms.

" t h e  l i t igat ion hi story o f  the cons i stency provi s ions provides fur ther evidence that the Federal  consistency system 
works.  NOA .A ’s research indicates that in the twelve years since the passage o f  the C Z M A  23 lawsui ts have been 
brought against Federa l  agencies on consistency grounds .  O f  these, 9 o f  the cases invol ved OCS leasing, 2 invol ved 
f i shery management plans.  5 invol ved act ivi t ies on Federa l  enclaves w i th in  the coastal  zone, and 7 invol ved act ivi t ies, 
inc lud ing permits located wi thin the coastal  zone .”  C Z M  Federal  Cons is tency , H.R .  Rep. No. 98-52, 98th Cong . 2d 
Sess. . 59, March 27 and lune 26, 1984.



A P P E N D I X  A

History of the 
Coastal States Organization’s 

Exclusive Economic Zone Project

The two >ear course or' the work . commencing in Janua ry  1985. can be d i v ided into six -cements:

January to May  1985 — Preparat ion o f  a d r a f t  report for use at the E EZ  Symposium
The 300-pace report inc luded a descr ipt ion o f  current and projected E EZ  ac:i'.; i ies. a J i s c u " . . n  •: .-a

State interests in the E E Z ,  an analysis o f  ihe fu ndamen ta l  p roblems o f  ocean resources manager:' . :"' . .:~c 
men: o f  the present ly ava i l ab le  legal tools for protect ing coastal  State interests.

June 24 to 26. 1985 — The CSO-Sponsored E E Z  Sympos ium .  Orcas  I s l and . Washington.
The Sympos ium invol ved about  60 par t i c ipan ts representing a range o f  ocean users, levels of g c ■ e r r .m . r : .  _r-.c 

academic  special t ies. The meeting focused on the signi f i cance o f  the E EZ  proc lamat ion,  resource- a n d  u>e- vt me 
E E Z .  current ca d  emerging problems in the managemen t  o f  ocean resources, present tensions be tween S : c e  and 
federal  levels o f  government ,  and options ‘‘or  improved  management .

Jul y to Augu s t  1985 — Formu la t ion o f  a Set o f  E E Z  Pol icy Opt ions  for  the Coastal States
Fi ve  sets o f  opt ions were formulated: s t rengthening the fundamen ta l s  o f  the exist ing CZM system; strengthening 

the f inanc ia l  base o f  State coastal  programs; improv ing  the ef fect i veness o f  Federal-State working reiat ior.s: char.gin., 
the bas i c g round rules th rough legislative amendment ;  and deve loping an enhanced ocean educat ion, awareness ,  an.d 
p lanning e f fo r t .  These were compl ied in a repor t prepared for a CSO meet ing in Bar Harbor. Ma ine ,  in Aucu s t  
I9S5.

September  to December  1985 — Cons iderat ion o f  a Tentat ive  CSO Plan o f  Act ion Based on the Pol icy Opt ions 
Di scussed at the Bar Ha rbo r  Meet ing.

The tentat ive plan inc luded general re commendat ions  in four  areas: st rengthening o f  the exist ing C Z M  pro gram: 
deve loping an ocean awareness program; l eg is la t i ve act ion to better def ine the coastal  State role in. m a j o r  EEZ  
deve lopment  act ivi t ies: and seeking support for a legis lat ively-created na t iona l ocean pol icy commiss ion .

Mar ch  to Augu s t  1986 — Development o f  a Mod i f i e d  Approach:  Emphas i s  to be on a Proc lamat ion of States' 
Rights and Respons ibi l i t i es in the E EZ  and an Accompany in g  Pol icy Sta tement .

Based on d iscuss ions at CSO meetings in Co rpu s  Cr is t i ,  Texas (December 1985). Washington. D .C .  (January 
1986), and Seatt le, Wash ing ton ,  (March 1986), a coasta l  State proc lamat ion and a support ing policy statement sere 
prepared as the more appropr ia te  way o f  express ing the present pol i cy posi t ions o f  the coastal States w i th  recard to 
the EEZ .

September to December  1986 — Complet ion o f  a F ina l  Report .  Inc lud ing Final  Versions o f the Proposed Coastal
State Proc lamat ion and the Accompany ing E E Z  Pol i cy Statement .

Preparat ion o f  the present report and submi s s ion  to the annual  meet ing o f  the CSO membership in F lo r ida  in 
December 1986.

Much  o f  the work  o f  the study was accompl i shed in a series o f  meet ings between the Consu l tan t . the E EZ  Steer­
ing Commi t tee ,  and the Execu t i ve  Commi ttee o f  CSO .  These meet ings were held every two to three m o r u r  - d u r r :  
the course o f  1985 and 1986.

The Consu l tan t ' s  'ma l  report was submi tted to CSO in late October  1986. A f t e r  considerat ion ov he Steering 
and Execu t i ve Commi t tees ,  the report was presented to the CSO Govern ing Board dur ing its annual  mee t ing in 
December .

December  1986 — Apr i l  1987 — Adopt ion o f  F ina l  Report .
The Proc lamat i on and Pol icy  Statement, as rev i sed , were adopted by the CSO Governing Board at the Imh An­

nua! CSO meet ing, wi th the understanding that the Execut ive  Commi t tee  give f inal approval  on the nalar .ee o' the 
report at its Ma rc h  I9S7 meet ing. The CSO Execu t i ve  Commi t tee  approved the lu l l  f inal report, g i vmg ui-.-ct.ou v  
its pub l i cat ion by ear ly  Apr i l  1987.
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“ A s  g e n e r a l p u r ­

po se g o v e rn m e n ts  

w ith e x is t in g  

re so u rc e  m a n a g e ­

m ent c o m p e te n c e , 
the c o a s ta l S ta te s  

a re  d ir e c t ly  

re sp o n s ib le  f o r  a c ­

tin g  on b e h a lf  o f  

the o cean  in t e r e s t s  

o f  th e ir  c i t iz e n s , 
a n d  the c it iz e n s  o f  

the c o u n try  a s  a  

w h o le .”

POLICY STATEMENT 
OF THE COASTAL STATES

1 he U.S. Exclusive Economic  Zone  
was establ ished in 1983. W i t h  this 

act ion the Uni ted States acqu i red 
internat iona l ly recognized " so ve r e i gn  
rights for  the purpose of exp lo r ing ,  
exploi t ing,  conserving and n a n a g i n g  
'■atural resources, both l iving and  
nonl iv ing,  o f  the seabed and s u b s o i l  and 
the super jacent waters.”  The E x c l u s i v e  
Economic  Zone (EEZ) extends 200 
naut ica l  mi les seaward of the N a t i o n ’s 
coasts ,  br inging an area more th an  one 
and a ha l f  t imes larger than the l a n d  
mass o f  the Uni ted States under  exc lus i v e  
U.S. resource management a u t ho r i t y .

Vast reserves o f  known resources ,  and 
the promise o f  tremendous reserves yet to 
be d iscovered,  exist within the E E Z .  A l l  
Amer i cans  stand to benefit f rom the 
proper management o f  these ma r in e  
resources. Ea r l y  national at tent ion shou ld  
be given to the creation o f  an 
appropr iate  management regime fo r  this 
impor tan t  new ocean area. There a re  
exist ing regulatory regimes that m an a g e  
oi l ,  gas , and f ishery resources. Howe v e r ,  
fu l l  economic  and social benefits o f  o ther  
E E Z  resources wi l l  be realized on ly  i f  an 
order l y  and stable regulatory f r am ewo r k  
is in place — one in which nil a f f e c t e d  
part ies are ef fect i ve ly represented in the 
deci s ion-making procer, j

Inte rna t iona l l aw : '.cognizes a 
200-mile zone (the EEZ) within wh i ch  
coastal  nat ions have sovereign and 
exclus i ve r ights over l iving and non l i v in g  
resources. Explorat ion and exp lo i t at ion 
o f  these resources are thus separate a n d  
d is t inct  f rom other ocean uses, such as 
naviga t ion and overf l ight ,  within 
internat iona l  jur i sd i c t ion.  Resource 
management  in the U.S. EEZ is now  a 
domest ic issue. A s such, it is the jo in t  
concern o f  the coastal  State and federa l  
governments .  Therefore,  the legi t imate 
roles o f  the federal and State 
governments in the management o f  these  
resources mus i  now be re examined.

Given their proximity to, and re l i ance 
on, the sea. and the extent that 
deve lopment  o f  these marine resources 
wi l l  a f f ec t  their economy and 
env i ronment ,  the coastal  States have 
direct  and inherent

interests pertaining to the protection, 
conservat ion and development o f  the l i v ­
ing and nonl i ving resources of the E E Z .
It is nei ther feasible nor desirable fo r  the 
nat ional government to attempt to r ep re ­
sent al l  o f  the publ i c interests in ocean 
act ivi t ies beyond the territorial sea. As 
general purpose governments with ex­
ist ing resource management competence, 
the coastal  States are direct ly respons ib le 
for act ing on beha l f  o f  the ocean i n ­
terests o f  their ci t i zens, and the ci t i zens 
o f  the count ry  as a whole. The present 
s tatutor i ly created d i v id ing line between 
State and federal j ur i sdi ct ion in the 
ocean — the seaward l imi t  o f  the ter­
r i tor ia l  sea — measures only the cur rent 
d i v i^on in the management authori ty 
over .he ocean resources. The coastal 
States ’ interests, rights and respon­
sibi l i t ies extend wel l beyond this 
s tatu to r i ly  created, yet arbi t rary, l imit .

Because the marine, coastal and te r­
restr ial  env ironments are one interdepen­
dent ecologi ca l  system, ihe EEZ  resource 
management regime mus t  be an in­
tegrated one. Ocean management is a 
logi ca l  extension o f  coastal  management, 
fo rming a uni f ied whole.  The manage­
ment regime mus t  have the capacity to 
account for the use and development o f  
va r ious  resources. The single-purpose ap­
proach to ocean management now in use 
has generated conf l i cts rather than resol v­
ing them, and wi l l  become increasingly 
inef fect i ve in hand l ing mul t iple uses in 
the E EZ .



The divers i ty o f  the resources o f  the 
E EZ  and their vi tal impo r tance  to pre­
sent and future generat ions  o f  Amer i cans 
requires that careful a t t en t ion be paid to 
maintaining a proper ba l an ce  between 
protect ion, conservat ion a n d  deve lopment 
in the EEZ .  A  pr imary goa l  o f  E E Z  
resource management s h o u l d  be to ma in ­
tain the health and v i a b i l i t y  o f  the ocean 
ecosystems in ord : r  to ensu re  susta ined 
long-term benefits to the people o f  the 
Nat ion.

The extension o f  so vere ign r ights over 
the resources o f  the E E Z  carr ies wi th it a 
publ i c trust duty  to cons e rv e  and ensure 
the avai lab i l i ty o f  these resources for pre­
sent and future genera t ions .  Since the 
ci t izens o f  the coastal S ta t es  wi l l  be 
d irect l y affected by the d i scha rge o f  this 
du ty  (or a fai lure to do  so) ,  coastal  State 
governments have a spec ia l  respons ib i l i t y 
to ensure that this du t y  is fu l l y  incor ­
porated into EEZ  managemen t  decis ions.

Because o f  this re spons ib i l i t y ,  there 
must  be shared dec i s ion-making w i th  the 
federal government on a l l  ocean act ivi t ies 
a ffect ing the interests o f  c i t i zens o f  
coastal  States. Long-term commi tmen ts  
o f  f ixed ocean and shores ide  space and 
potent ia l  long-term impac t s  to coastal  
and ocean resources o f ten requ i re  the 
mutua l  consent o f  the fe der a l  government 
and the affected coastal  S ta te  
governments .

Coastal  States also ha ve  a respon­
sib i l i ty to assure that S ta te  and  local par ­
t icipants in any ocean a c t i v i t y  receive an 
equ i table share or' respons ib i l i t y ,  better 
advance informat ion on v a l u e  and 
d i s t r ibut ion o f  ocean re sources  must be 
in the State government ' s h and s  before 
decis ions are made. Thi s w i l l  ensure that 
the publ i c receives a fair re tu rn  for the 
use or sale o f  their resources .

The establ i shment o f  the U.S.  E EZ  
br ings great new opportuni t i es  and 
chal l enges to the coastal  States .  The 
coastal  States have a legi t imate  r ight in 
the management o f  the resources o f  the 
E E Z  in concert with the federa l  govern­
ment . Certa in fundamenta l  pr inc iples 
have gu ided the coastal  States in arr iv ing 
at thei r Proc lamat ion o f  r i gh t s  and 
respons ib i l i t i es pertaining to the manage­
ment o f  the resources w i th in the EEZ .  
These principles include: shared deci s ion­
mak ing on al l  ocean act iv i t ies af fect ing 
the interests o f  the cit izens o f  the coastal  
States; an equi table  d iv is ion o f  the costs 
and benef i t s o f  he deve lopment  o f  these 
ocean resources; fu l l  recogni t ion o f  the 
d u t y  to fu tu re  generat ions to protect 
their interests; and an apprec ia t ion that 
ef fect ive  ocean management m u s t  be bas ­
ed upon so l i d  research and env i ronmenta l  
protect ion.

The coasta l  States are comm i t t e d  to 
shaping na t iona l pol icy for the protec­
t ion, conservat ion and deve lopment  o f  
U.S.  E E Z  resources in accordance wi th 
this Proc lamat i on and Pol icy  Sta tement .

* 'T h e  s in g le - 

p u rp o s e  a p p ro a c h  

to  o ce a n  m a n a g e ­

m e n t n o n ’ in  u se  

h a s  g e n e ra te d  co n ­

f l i c t s  r a th e r  th an  

re s o lv in g  th em , 
a n d  w ill b eco m e  

in c re a s in g ly  in e f­

fe c t iv e  in  h a n d lin g  

m u lt ip le  u se s  in  

th e  E E Z . "
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The Coastal ’• (

♦ • • and the EEZ

* p
i .

by William G. Gordon 
and Richard E. Gutting, Jr.

O n  10 March. 1*581. P r e s e n t  Reagan 
proclaimed the.establ ishment of a 200-mile 
exclusive Eronomic Zone (EEZ) (or (he United 
States. The Proclamation and accompanying 
statement contain two pamtv of impcxtance to. .t- ■ • 
coastal fisheries. First, ihe* United StatevwiU 7k — •• 
i n t ens e  ’sovereign riRKts'r cm-frjh e l̂tving rosourcei 
wi lhm 200 naulK at milvv hi jpur cojj1s.“5e<.bfTtt. \‘ 
one our pose of the ProsUmaitoi\rs“lp rreshfo«;e \ 
the government's pol icy of promoting itiesL/nded .V  
States iishing industry * ? * • 3 i *

By itself, the Proclamation ifoes not jfppe^r* 
fo material ly change U.S. l umdict ion over its c\y&£. 
coastai fisheries as set forth in the Magnuson : 
Fishery Conservation and Managemeol Act 

, (MFCMA) of.1976 This act had declared that the* " 
United States has 'exclusive fishery management 
authority' over all frsh (except tuna) within the 
Fishery Conservation Zone, a /one essentially 
identity) to the EEZ. The President's action doeS"^ 
provide, however, an opportunity for Congress lo 
reexamine our approach \a developing these 
fisheries. . . .  •

Leaders of the U.S. fishmg industry " ■
consisfently express IheSodustry's desire fo fully ' . 
use the fishery resources Ynlhirvour. new 2 0 0-mile • 
/one: how the United S54]ejihouses to. implement- 
the President's Proclamatiorr'could provide the key 
to this d»*v»'lopnu,nt. The bask1 issue is whether our 
industry will be given Ihe opportunity to grow in a 
manner that promotes ctlicieniVand brings long­
term prosperity, or whether we Csill alloss this 
opfjortunity to be traded oil to satisty other 
(xililtidl interests

A Healthy Harvest
Our nation’s coastal fisheries are an important 
source ol nutrition and recreation, and rontnhute 
ugm'iranth to our economs. health, and qdalits of 
life They are enormous. yieWing'abduf H) brfKorr •- 
pounds ol food ejch sear, or nearly 50 pounds lor 
eac h person in the United Stales Added to this 
amount is another 7)0 million pounds caught eai h 
sear hv recreational fishermen Counting all 
Subsidiary effei K. our 1 oastal ushnrtes ( ontrihute 
more lhan S2 t billion to the e< ononis ea< h year 
and pro.ide r mployment lor more than a million 
people - , . .

UNKNOWN

>•

POTENTIAL SUSTAINA«.e VIELO

VU N

i- -t

US Joint Vonluro f>4 Fofoign HkimI
T7  N
\txNlon pound*

US Kwmt

. fifleifi p>'t\ 1111 nl I/m- \s<*hl \ lnh j nil ihclllnh j/r hxrfK# 
mUnn llw (.’ \ H Z  Mltuiuiih \m'iK jn tnhrrmcn Ijlr the rrut'uHy itl |hv *. j|< h [tu n-is vgnaii .uil nMw U* 
l-ip .i/ivm n

No otb- * : ountrv has sUi h abundance and 
diversity ot fish and shellfish off its coasts; fully 15 . 
percent ol the world’s living resoun es are 
• contained within Ihe Ui>. EEZ. But the United 

.r->5tatps ranks only fourth* among the fishing nations 
ol the world Incfeed. less than halt the potential 
yield (rom U S. fisheries is harvested and processed 
by U S fishermen and pror essors The remainder is 
harvested hv U A lisfSTmeii but sold to foreign 
prixessors. harvested by the lishing tleels ol more 
than a do/en 1 ountries. or is let! unused.

In 1971), through Ihe Ml CM A. Ihe United 
States dei lared “esrlusiye fishery management 
authoritv' over its 1 oastal fisheries and established 
'o|)imium yield"** as the primary goal ot lishery 
management and development. Only that portion

• the lust i 2 fishing nations tin <*rderf are l.gun th,. 
SosiH L’ntim ( hirj the United Sr.Wes Chile. Peru 
Sorsvay, India. Sniih Kocim. Indooen.i IVnni.el .d 
Thailand 1
*• t •infer Ihe Ml ( MA of/t-mum , i i ' J  is ilelmed js inc 
amount ol loh *v,hn h isill prosHti1 the cruli vl ,isi-faF 
licm-lit III llte Sal.nn ’ anil as Ihe 'rm 1 * " i "
«•«•*./ as niodilnsl Its any reli s.ml i i. -.i.mic. sosra' 
is utogii al l.n tor' a niph.ms .mIiIiiII



’ ••
a similar willingness lo buy new U.S.-processed 
products. Instead, the home countries of the' -' 
foreign fleets continued o guard their daqKflic 
markets against American products In Japan, feê  
example, the U S. industry continued to face * 
protective tariffs and quotas as well as informal 
discrimination — such as intimations of pcoe quality 
in U.S. products— that provided substantial „ 
advantages to lapanese producers. In another 
instance. Spam discouraged market access by 
withholding import license's or making them ;:" 
dillicull lo obtain. Similarly, the European 
Economic Community (EEC) used reference prices 
and high product tarilis to keep imports into • "'■'i 
member countries at a minimum. The development 
of overseas markets also has been impeded by the 
relatively high cost of U.S. production and Ihe 
extraordinary strength ol the U.S. dollar. Asa • 
result, the processing sector of the American V  
fishing industry lagged behind the expansion of our̂  
fphing lleet. This trend is apparent from U.S.* 
fishery statistics, which show a growing trade A  ■ 
dt'ficit despite increasing sales lo foreign proewsmg 
vessels in the same period. .

These trends have prompted Congress to 
~ Immediately. Foreign fishing was redpced to help .amend the MFCMA several times. The initial *->• • 
*veral '»ock* of fish* rwJpver'and American vessels V growth of 'joint vfljture' fishing m 1978. for ifex? 

& began fishing for species that had been of interest .• ■>. example/led to an amendment which made it dear 
£ .only to the foreign fleets. This diversification was -‘ that preference in access to fishery resources was 
•f prompted in part from the existence of more to be given to Ixith American harvesters and •
frsntng vessels in some Fisheries than the resource ’ processors over the foreign fleets— resulting in the 
and the economic situation could support, and , reduc lion ol foreign processing offshore.

- from drastic reductions in traditional stocks. It ;.. |n 1980, Congress recognized that as long as
would not have occurred, however, unless new foreign nations were permitted lo continue a high
. markets had opened up for American fishermen. ̂ / . k*vel of fishing in the U.S. *>ne while U.S. fish 
. These markets w. re found offshorf in new ihhinjj. exporters were denied access to important loreign 
•arrangements known as ‘over-the-side-: sale*or * \ markets. the United Static would be unable to 
'joint venture fishing.' Under these arrangements, achieve full development. In response, ihe Act was 
’ American fishermen catch the-fish and deliver 
them to foreign processing vessels while still on ihe 
fishing grounds. Although these at sea 
arrangements were new to the United States al the 
time the ̂ SFCMA was enacted, they had been 
common off the coasts of others ounlries lor many 
years.

|omt fishing operations involving U S. 
fishermen began in Ihe Pacific in the summer of 
1978, when the Soviet Union purchased about J 
million pounds ol Pa< ilic hake. Crow th t ame 
rapidly, in 198 t, over the side deliveries reac hed 
959 million pounds, worth Si I million. Vessels 
Irpm eight nations’* conducted at sea operations 
with American fishermen in both the Atlantic and 
Pacitic fisheries. These arrangements have proved, 
on an interim basis, to be a major boon to building 
and maintaining the U s lishmg fleets needed to 
replace the loreign lleets.

The willingness ol loreign vessels In buv 
from Americ an lishermen has not l>een mate hed hv

• I f iridi.i k anil rid nlit Ni-w fngkfvt Snxtiftef tin*
All.mix \j-.ili<i,ifi| .mil ik can (hti h .md Pai iIh hake nil 
ihe P.lf ilil Nuilliwes! •
" l.ip.iii Suuih Mm-.I Ihe Soviet I nam Itjli. Spam 
I’m I uk.il. f.iiw.m .md I ,t*l < .finsiny

HjMixk
of the optimum yield no] needed by the American 
industry was to be made available to loreign fishing 
fleets. This preference to American fishermen for 
access to the resources, along with other provision* 
regarding Ihe regulation of foreign fleets,,waf 
intended to spur rapid expansion of the U.S. fishirig 
Industry, provide jobs, and reduce the U.S. balance 
of trade deficit in fishery products. The act also 
emphasized thal a national program was necessary 
to develop fisheries, that were not being used by f- > 

/.our industry. . •'. ■ '
>•:•••* - s U.S. fishermen began to benefit almosl
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was cz'vised which provided thal as U.S. Itshing 
increased, the level of foreign fishing would be 
reduced by an even greater increment. This 
formula was a compromise between those interests 
that sought to impose stît exclusion of foreign 
fishing and those interests that viewed mandatory. v 
reductions as contrary to the pnndple of full 
utilization endorsed al Ihe Law of the Sea '- 
Conference. The formula, howevef, was so ' 
complicated that it essentially was never . .* 
implemented. . •

Far more important was the I960 
codification of the so-called 'fish and chips* policy, 
which linked the right of foreign fleets to fish in 
U S. fisheries to the purchase of U S. fish products. 
The fish and chips policy prescribes eight criteria 
for making allocation decisions, including such 
factors as whether thp nation has tariff nr non-tarilf 
barriers to restrict importation of U.S. fish or fish 
products, the level of cooperation with the United

of whether the relationship between the United 
Stales and the f. cign fishing fleets should be 
ah»fed. ■*

At the present time, the federal government 
allocates “Surplus* fish to several different countries 
on a year-to-year basts. The process is exceedingly 
complex and lime consuming. Last year, lor 
example, allocations were made In 11 nations,* of 
which six fished.** and—as noted earlier- eight 
different countries were permitted to buy fish 
directly from American fishermen Some 19 
different allocation decisions were reviewed or 
made by numerous officials in the Deportments of 
Commerc e and State.

At the heart of all this a< tivity is the fish and 
chips polity, hut the lulure elfet tiverows ot this 
approat h to opening overseas markets is urn ertain 
In recent years, the number of loreign countries 
invoked has inr reased, threatening to make the 
process even more complex.

The system also is becoming more and more

t'

* 'j<0
•'i-*<‘tjj U V ..

Stales, apd yo on, Clearly, under this polityr,markets ̂  .political as growing numbers of lobby isty and . 
at tcss was to be the touchstone ol the federal '
government s decisions to allocate surplus lish to 
the loreign fleets. Nevertheless, while loreign 
companies often will buy fish Irom American 
fishermen in their effort lo set ure allocations, they 
continue lo resist importing U S processed 
products.

Foreign Relationships
The President's EFZ Proclamation nises Ihe issue

applicants argue over fewer and fewer fish. Maior"’ 
disruptions of the* allocation process have been 
prompted by such unrelated issues as Ihe public's 
concern over whales and the Soviet Union s

-1
* Bulgaria. West Cor many. Italy, the Sutherland-. tame 
Islands, last Geimanv. (jpart Portugal Smth Korea.
Spam and 'arvsjn
** I'csi (a-rmany. Hals, fa\4 Ormany. lapjn. South 
Kim aa. and Spain
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invasion of Afghanistan. These factors are 
weakening the industry's ability to plan for future 
growth and the federal government's ability lo 
insist that foreign nations extend etopomic benefits 
to ihe U.S. fishing industry m exchange for the right 
to operate in U.S. coastal fisheries.' •, '<

The President s EEZ Proclamation may hefp ' . 
to counter these forces. Prior to the Proclamation '' 
some nations had disputed the pght of the United 
States {o impose economic conditions, arguing that 
we only had the right to ■scientifically manage and 
conserve lishcry resources The Proclamation 
m.ikes it clear that the federal government views." ’’’ 
the access of foreign nations to oUf lis/ienes to Be a 
privilege that is to tie earned, and nof'âughtr St(>ce , 
the Proclamation. agreements with several foreign 
nations have incorporated this principle. Along 
similar lines. Senators Robert Packwood (R.Orp) 
and Slade Gorton (R Wash I sponsored an 
amendment to the Magnuson Act that would deny 
allocations to foreign nations as a matter of right. 
Similar proposals were made last year by Senator 
Ted Stevens (R.-AUska) and Congressman John . : 
Breaux (O.-La.t - *

Congress is also working on ways to improve. : 
Ihe government's unpfenentation ot the fish and ; 
chips policy. The changes in the WFCm A proposed 
by Senators Packwood and Gorton link alkxations • • 
lo Ihe purchase of U.S. protested fishery products

In his view. Ihe very existence of allocations 
inhibits the ability of our fishermen and processors 
to replace the foreign fleets. He points out that 
there is a possibility that U.S. fishermen will be 
dented increases in allocations for Pacific ocearv 

: perch jn the Gulf of Alaska this year! while foreign ■[ 
. fleets are permitted to continue their harttesf.

- This inequity stems from a large loreign - - •••' 
allocation and an underestimation ot the needs of 
U.S itshermeh delivenng fish to loreign processing 
vessels With the elimination ol allocations,
. problems such as this would become nonexistent. 
Senator Steven's basic argument for a phaseout, 
however, is that an elimination of the foreign fleets 
would provide the incentive needed to overseas 
buyers to pure have U.S. products in order to fulfill 
the demands ol their existing markets.

Senjtor Stevens jrgues that we need to send 
foreign nations a clear signal of our corqmitmenrto 
full domestic utilisation of these resources. Foreign 
nations must be* made aware that their fishing ui 
our waters will soon be'a thing of the past. A 
phaseout over a specified number of years, he 

* argues, would send this signal, and would « 
•encourage foreign companies to invest in 'v£'. 
cooperative ventures with U.S. harvesters and. ..v-.* 
processors These cooperative arrangements wtxWd 
guarantee foreign companies access to the fisheries 
resources and alt ol the resulting pnvilcges of U.S,<■  * ” >____  r __ i • • . • ?on j sprctes-specifkj basis.* Ip,other woods, if a :'.V v harvesters ancf processors mandated under I 

foreign nation wftntj an ilfocipop’of pototfc K./tx'x&'MfCtoA* 
must buy U S -processed pWkkTcprodur̂ . y>., ;*>, / * j"
Representative Don Young IR. Alaska)-abb ,his 
proposed lo eliminate the govermbêt'vauJhcjfijv 
lo take factors unrelated to the fishing trxlasLry anlo . 
' account when allocations of fish are made to 
foreign fleets.

Not everyone is convinced that the fish and 
chips approach to opening foreign markets will 
work in the future. Senator Stevem. for example, 
advocates a scheduled phaseout of foreign fishing.

* Editor's Note; On 10 October IW4. the Congress 
passed an amendment to the MfCMA clanging that the 
United Slates h nqt required bv law to jllo<jtp ihe total ' 
allowable Wvel of foreign fishing, and requiring an 
evaluation pi what J panicular rulion is dimgto improve 
U.5. act ess to us markers tor ihe panic ula' cpec*es for 
which an afkxation it snogtii On a November I9tkf. , 
Pri-Mdent Reagan Mgned the hill.

• Private Versus Public Property 
The President's EEZ Proclamation also raises 
another issue Under Ihe legal framework p :- 
established by Ihe Magnuson Act, the federal • 
government has more of a public trust rather than 
an ownership relationship over coastal fishery " 
resources. Under this philosophy. Fish are viewed - 
as common properly available on a first-come, lirst- 
serted basis to all Americans. 1 '

This open access to fisheries has led lo rapid 
fleet expansion in those fisheries with products in .. 
high demand Regulations netessary In < onserve ̂  
those fisheries have curbed the opportunities of 
individual vessels to maintain production leveh. As 
a result, vessel productivity has dropped sharplv in 
some fisheries and output costs have escalated.

The N(>w England otter trawl.fteet,'. fpt. ,*

A i.\hioi; ,i-,„ I (> tl no In a Vim l /a* (t»n thip if'fvao loorti'i d  the \j(>«inaf Sfj'.i'e fnhc'co N/rwcJ 
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example, grew from about 600 vessels in 1977 to 
nearly 1,000 vessels in 1982. Fleet landings 
increased, but not enough to warrant the increased 
number of vessels. Productivity declined and costs 
shot up. Between 1977 and 1982, the catch per 
unit of etfort for the fleet dropped 15 percent, The 
effects of the decline, combined with nsmg input 
costs, resulted in'a doubling of the cost to the • 
fishermen per pound of fish caught. Prices received 
by fishermen barely rose enough to cover the 
increased costs, and there was no real ( ,
improvement in the fleet's profitability ,

One implication o( the reference to - 
sovereign rights in the President's Proclamation is. ‘ 
ownership. This implication raises tfie issue of > 
whether or not the federal government should vest 
itself with properly rights over fisheries and rent or 
sell opportunities to fish to private industry 
Legislation would be needed before such a change 
were made. Such a change, however, would mart 
a radical depanure from the way fisheries are 
presently managed and developed. . ,

Indeed, the legislation that has been • "*
proposed to implement the Proclamation goes out 
of its way to say that 'Nothing in this Act is. not 
shall be deemed to be, a basis foe any royalty, fee. * 
tax or other assessment of revenue, for fishing by , 
United States flag vessels.* But K this the best 
icy? Some argue thar actons >uch as this shouldpolicvf borne argue tturaclons >ucn as trws snouw 

be taken to increase the economic return .from o*y ; 
coastal fisheries. : r«T . ’ *

A few state fishery agerfcrtvatsd r ' ' *w & tr.n -
by hfHitingj the * - ', \

fishery management councils I 
make fisheries more efficient by I 
number otvessels. For a number of reasoqs, thfse 
‘ limited entry* programs have not been umversafty 
accepted. The licensing procedures used often ’ •’
appear very mechanistic and unresponsive to the 
interests of the resource users.

Some argue that a more acceptable way of 
controlling entry mto our fisheries would be to 
allocate resource snares directly among the 
participants, perhaps via an auction. In this way, 
the resource shareholders, individually or 
collectively, could decide on the best harvesting 
system to take their share ot the resource. As 
opposed lo the first-come, first served chaos of 
today, under a resource share approach it would 
be in the interests of the shareholders to apply 
lishmg effort judiciously so as to insure 
perpetuation of the resource and the greatest long 
term net economic gam Proponents also point out 
that along with establishing a svstem to allw ale 
resource shares, it is equally important that the 
shjrehoftiers be able to follow fishing strategies and 
marketing plans with a minimum ol outside 
interference.

Proponents of this approach sav that there is 
an urgent need to pul some type ot resource 
sharing plan mto pljce to protect the gains made 
bv domestic fishermen smce. the Magnuson r̂cl 
was enacted. It thiy is nut done, they argue, we will

• A en ifvxt ol lishinyitbat insiilsi-s lowing j net along the 

IXI .IP ImtlOfTI _ ..

A Weil (a-'inwi (.Oung bojl m Ih J Itud til cixi on (axirges 
Sank l/'hoto Cpurtesy (V th& Mjhonjl Manor I nix-ors 
Serviceii W ; ... .

* . .
;see one Itshery after another become
overcapitalized with resulling adverse social and
êconomic consequences

What can Happen without a share system is
illustrated bv the halibut lishery, which is managed
on a first-come, first-served basis. To conserve tne
resource, fishery managers have had lo drastically
reduce Ihe fishing sejson Wh.it exists today is a
mad scramble ol intensive effort over a short
period of time This results in a massive infusion of
tresh halibut into the market in a very short period
of time Under a share system, halibut fishermen
would be able to exercise their personal judgment,
based on resource, weather, and market
conditions, to determine when to fish The season
could be spread over time with substantial
reduction in conflict. Added lo this would be
reduced government involvement jnri regulations.
Similar exjmples < ould Ih* drawn Irom the Atlantic
c oast c lam. sr allr-p. and h.iddoc k fisheries

Those opjHived to resource sharing programs
argue that they would be counterproductive,
unljir. and too complicated to operate. The
American commercial fishing industry, they argue,
has economic problems that would Ik* aggravated
by share systems requiring payments oc
assessments for the opportunity to fish. Fishermen,
they atgue. make their.con’nbutions to society

" through the taxes ihey' pay They produce food '
products of high qtialiiy and domestic importance.
generate substantial emplovment. and contribute
lo the international economic strength ot the

. United States. They should not be required lo.pay
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for I ho fish which are ihe common property of all 
Americans. vP * • .r f< <Vk - . * * • • %r-‘ • - •
Clear Policy Needed • j V \
The American fishingindustry has made substantial 
progress. Significant investments n}£e been made.' 
and now markets have opened up. Fĥ ddipogjl. 
investment needed to develop these fisheries to i . 
their full polentijf, however, rs massive and Ihe 
direction ot luture market growth is unclear, 
foreign governments are becoming Increasingly 
resistant to further trade concessions and the 
political struggle over access to pur fisheries has 
intensified. Several ol our more traditional fnhenes 
are overcrowded Many people in government and 
industry bdiCTe we have come to a crossroads and 
need a clear and consniimt pohcy ro guide and 
foster future development.
.•./.'./The President's FEZ Proclamation said that 

our coastal fisheries belong exclusively to the : 1 * ' 
citizens ol the United Slates." ft did not say what f- 
the United States intended to dp wttfvthem It "*/ 
does, however, give us amojSpartuptfy le.fashroo'̂ 
Ihe national policies needed to insurf that the’ , 
American people obtain Ihe maximum benefits ~ . 
from these resoun es We tiefieve /Katart.. 
enormous economic npixirtunity is wjjmg 
oflshcxe for our domestic tishing industry and out ‘ 
nation. Whether or not we fully realire this 
potential depends on our rnurjge to grasp it..

Wi/ham C Cordon is A n n u m  Admmnruror nv I nheees o/ 
the MatNxuf Ocearvc arxt Atmti.phem. Admmntutirirt. 
Wavtvngtnn D.C Km. h.srd I tailling./' is I'o.e>Pnnnirvil 
hit Ccnommom RrUlkun 1* the \ M «vvi/ hshenes /nuituir 
Washmgrnn. 0 C.

the vlew*, presenti-d m  thi» aim le ,in> Ihuv* ut the 
aulhon arid not nn essurds nl lheif ti-h*i live 
urgjniralions,
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M E M O R A N D U M

TO: M e m b e r s  o f  t h e  R e s o u r c e s  C o m m i t t e e

FROM: R e p r e s e n t a t i v e  D a v i d

DATE: M a r c h  1, 1988

S U B J E C T :  C o m m i t t e e  l e g i s l a t i o n

I a s k  y o u r  s u p p o r t  i n  p a s s i n g  a r e s o l u t i o n  b y  t h e  R e s o u r c e s  
C o m m i t t e e .

T h i s  r e s o l u t i o n  r e q u e s t s  C o n g r e s s  t o  p r e s e r v e  t h e  w a y  t h e y  
c o l l e c t  t h e  f i f t e e n  c e n t  p e r  g a l l o n  f e d e r a l  e x c i s e  t a x  on 
d i e s e l  fuel.

U n d e r  l e g i s l a t i o n  p a s s e d  l a s t  D e c e m b e r ,  t a x  e x e m p t  c a t e g o r i e s  
m u s t  f i r s t  p a y  t h e  tax, a n d  a p p l y  f o r  a r e f u n d  later. U n d e r  
c u r r e n t  p r a c t i c e ,  t h e s e  t a x  e x e m p t  c a t e g o r i e s  d o  n o t  p a y  t h e  
t a x  at all.

W h i l e  s t i l l  t e c h n i c a l l y  e x e m p t ,  t h e  w a y  t h e  f e d e r a l  g o v e r n m e n t  
w i l l  c o l l e c t  t h i s  t a x  u n n e c e s s a r i l y  r a i s e s  t h e  c o s t  o f  d o i n g  
b u s i n e s s  f o r  m a n y  A l a s k a n s .  I t  w i l l  r e s t r i c t  t h e i r  c a s h  flow, 
i n c r e a s e  p a p e r w o r k  a n d  is e s s e n t i a l l y  a n  i n t e r e s t  f r e e  l o a n  t o 
t h e  g o v e r n m e n t .

T h i s  r e s o l u t i o n  a s k s  C o n g r e s s  to  r e i n s t a t e  t h e  c u r r e n t  
p r a c t i c e  a n d  r e p e a l  t h e  p r o p o s e d  c h a n g e s ,  w h i c h  t a k e  e f f e c t  
A p r i l  1, 1988.
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By Danfct R. Saddtr

C hanges In 1968 federal lax 
law will force u sers of lax-ex- 
em pt diesel fuel lo w ait up  lo a 
y e a r  for refunds of federal ex- • 
else taxes, a  delay  som e fisher­
m en say  will ea t Into already- 
thin o perating  m argins.

Under the  change, brought 
on by the Budget Reconciliation 
Act o f 19(17, fisherm en, farm ers, 
s ta te  a rd  local governm ents 
and  o ther tax-exem pt u se rs  will

a t  the pum p Ja n . I,*'. ,
“ Coastal A laska, not to  m en­

tion the whole s ta te , runs on d ie­
sel fuel, and m uch of II Is ta x - . 
fre e ,"  said J im  R am aglla, v ic e ' 
president of K odiak Oil Sales.

" f t  doesn’t take a  lot of 
im agination to  see  w hat this ex ­
pense Is going to do to  fa rm e rs , 
fisherm en, loggers, m iners, and 
ran chers ,"  R am aglla said.

Under cu rren t tax law, these 
u sers  do not cu rren tly  pay the

the ir lax  re tu rn s  fo r the tax  
paid, o r  file fo r refunds, acco rd ­
ing to  IRS Publication 378, 
"F u el T ax C red its."

T he refund o r  cred it p rocess 
is s im ila r for off-road u se rs  of 
fuels, such  a s  fa rm ers , loggers, 
s ta te  and  local governm ents 
and schools. Those paying  less 
than $1,000 in tax  p e r  q u a rte r  
m ay file for annual refunds, 
while those who paid m ore can 
seek  q u arte rly  refunds.

T he need to tie up  an  e x tra  1} 
‘ a m u u .................

15.1-cent federal excise tax , _______
no longer be  ab le  W .buy their*#-- w hich raise* the cost of a  J a llo n  ^ " .p e rc e n t ,  of ____

adiesel fuel tax -free a t  the  pum p j  c f  diesel to aboOt $1 p e r ’gallon. S  could forcd the com m erc ia l 
a s  of April I. :,,J. ’ ■ ■' $  They can  e ith e r reg iste r  to buy ,} fisherm en who a re  his custom -

Instead , they  m ust pay  a  IS. I . tax-free fuel a t  a  d ea le r reels- * ers to  cut back on m ain tenance,
cen ls-pe rga llon  excise tax  on » te red  to sell It, o r  m ust display 
diesel fuel, then  apply  for tax  a  an  exem ption ce rtif ic a te  a t 
c re d its  o r  refunds. Tax-exem pt : o th e r dealers, 
u sers  of gasoline a lrea dy  began If fisherm en do buy tax-paid 
paying a  ll.l-cents-per-gallon tax  ' fuel, they m ay  claim  cred it on

pay, o r safe ty  equipm ent, sa id  
’ R am aglia.
i  “ Long-lining for cod Is a  

high-volume, low -m argln o p era­
tion, and  a  lot of these guys a re

u.to
O nto  • you’ve n o p p e d  M U j & e  of p rop e rty  a t  $1 m illion, a

jf.Aj ;«vfc*wsi <?- - . &*«!»«»■• 2 IV ’ < n

® « 8 » e ^ n e r s “
I 1967 ta x  re tu rn  d u e  April 15, ydti c t t i  x ta rt wor>i the price, m aybe $200,000, will go ■;

rying nbotit; how to g e l throughvlS88 so. you . . .T o  tM IR S , bu( you will still have $800,000 to  In- 
won t  Itavu so m uch  to  w orry  abot& « t this tim e  Vest. U jtng  th e  Installm ent p lan  m ay  cu t your
n sx ty n a r , vr?~  1 ’ •* - -  ■ ” '• taxes, but y o ur re tu rn  on th e  Investm ent m ay  '

• • Changes In the law  are bringing  tw ists to
: aomsl Id m lll i i  fea tu re*  of y o ur federa l Incom e 

lax re tu rn . \ * K '  r
« H om e m orfgages.' Ju s t w hen you thought 

Ihls y e a r 's  hom e m ortgage ra les  w ere  com pli­
ca te d  tro u g h , C ongress ca m e  along liart before t^ L y b ra n d . Although som e Investm ent ex p e rts  

^ .C h r ia t tb a *  an d  Changed,’fihejrule*, re tro a c tiv e  m ight d isag ree , he figures m aking the extra.J*';

be less.
•  Individual R etlrem ent.A ccount. If you’re  

no longer eligible to m a k e  a tax-reducing  con­
tribution lo  a n  IRA, d o n 't m ake one, suggests 
M ichael Borsuk, of accoun ting  firm  C o op e n  A

PpJocttf;
'  ■ on you;.'1968 re tu n i.

W p ttM jf r  db4urtlo iU $  }  contributions will com plicaie your life w hen it ? 
38 re tu n i, ” ,; • ’ ’ com es to  m aking  w ltharaw als and  filing tax  re-

Undor the n e j r  Jaw, you Cirf itil] gel 4 lax  s turns a t that tim e. - . ? ", ' j
f t  b rea k  w hen you borrow  ig ) lo  $ l million to  buy *■ »■— **-— ■— ■-------------------------------
> £and /or[lm prove a  firs t and second hom e. And

ft you t a n  still lak e  oul a  h o m r  eq u ity  k e n  an d  
v ;a tiu ge |l a  m ortgage deduction. '
{-•! ..B u t.pnder the  1968 regulations, the  In terest 
v  j )  a n y  equity  borrow ings ov er $100,000 will be 
}’ treated! a s  .co n su m er In terest unless It Is 
kfclearty  e e rm ark e d  fo r the home.

•  Capital -gains, S ince th e re  Is no longer a 
se pa ra te  tax ,on  capital gains, you m ight w ant 
to  w ait until O ctober o r  N ovem ber .c  se ll a  
stock o r o ther security  t in t  h as risen  In p rice . 
By then, you'll be  ab le to  m ake a pro jec tion  of 
ycu r Incom e and  tax situation  for the  re s t  of 
th e y e a r . . > ■

Rental Income. If you ren t y o u r vocation
P roperty  sales. If you p lan to  sell p rope rty  v ^ 'hom e for less then 15 day s a  y ea r, you don’t 

!jj-this y esllvw agh  the benefits o f tak ing  the i o ta l , \  . have to report tl Incom e, accord ing  lo  the 
p ay m en t;b t cash , up- fron t, versus an  In sta ll- f t  H&R Block T a x  Guide. T h ere  Is a ca ich , how- 

g  m en t sale, In which y g u  a re  paid o v e r a  p e r io d 1 *>' ev e r: You ca n ’t claim  a n y  upkeep expenses o r 
^  Of yearn . . i- -  depreciation. M ortgage In te rest and  p roperty

4 A lan W einer, of Holtz Rubefisteln, notes that taxes rem ain  deductible.-

operating  on trip-to-lrip  basis," ., 
R am aglla said. • ,.

"E v e ry  fisherm an  goes 
through a  point e ith e r In his c a ­
re e r  o r  annually , when every  
penny counts, and  the  govern­
m ent adding this expense Is 
going to put a  rea l hardsh ip  on 
the m ,"  he sa id . •

IRS officials In A n ch o rag e- 
and  W ashington sa in  shifting 
the burden o r ta x  paym ent from  
wholesalers lo re ta ile rs  will

_____________ m ake ll easie r to track  payrm
fu tf,‘ N lU '£ * * fu e t- ta x a   .......
 -------------- Before,

thousands, fnaybe millions of 
tax p ay ers ,"  sa id  Don Fidlow, 
an  IRS a tto rn ey  In W ashington, 
D.C. "B ut by m oving the tax  to 
w holesalers w e a re  lim iting It to 
a handful of tax p ay ers . In effect 
i t’s saving a  lot of paperw ork, 
and  headaches fo r ’ o tn  tax ­
paye rs  and the se rv lr

But fisherm en  say  the 
changes will add  paperw ork 
and h e a d a c h y  and quietly  
specu la te  the tax  office hopes 
paperw ork will d iscourage fish­
e rm en  from  filing for refunds.

Sonja Corazza, p residen t of 
the N orth Pacific  F isheries As­
sociation, o p era tes  a  40-foot 
fishing boat tn the B ering Sea 
w ith h e r  husband six m onths a  
y ea r.

"W e try  to p lan  ahead  in our 
y ea r, and usually  w e know how 
m uch a trip  will cost u s ,"  she 
said . "And If w e have to add  
tha t ex tra  cost fo r fuel, It m ay 
have an  Im pact on o th e r equip­
m ent,

"A  dollar is a  dollar, you can  
only s tre tch  it so fa r ,"  she  said .

Al Burch, d ire c to r  of the 
A laska D raggers Association 
Bnd ow ner of tw o Bering Sea 
d raggers, ag rees,

"F ishing  is a  rea l m arginal 
business, and a  fisherm an  In 
slow tim es needs every  penny 
he can  ge l,"  he sa id . "T h ere  
m ay  be only a  very  sho rt tim e 
when he m ay be m aking m oney, 
but he has to  s tre tc h  the sho rt 
good tim es over bad m onlhs."  

"T h e  price of fuel will go up

and w e'll pay  it, w e have no 
cho ice," he said .

R am aglla sa id  he expects the 
tax  law  change will force him  to 
ch a rge  an  e x tra  cen t o r  two p er 
gallon of fuel to co v e r h is p ap e r­
w ork and In terest costs. He a lso  
an tic ipa tes  being forced, along 
w ith o th e r d ea le rs , into  giving 
the governm ent free  use  of his 
m oney while w aiting  to  co llect 
the tax es from  custom ers.

"T he fuel com panies a re  r e ­
quired  to  pay tha t 15.1 ce n ts  
(p e r  gallon) to the  feds w ithin 
two w eeks of the sale, w hether 
they have co llected  the tax  o r

n o t,"  he  said . "B ut w e usually  
only collect bills every  30 o r 60 
days, so w e’ll be se rv ing  as 
b an k er for th e  go vern m en t."

C u rren t IR S regu lations re ­
quire fisherm en  to m ain tain  
com plete fue' p u rc h ase  reco rds 
in c a se  of IRS Inquiry o r  audit, 
and both  buyers and  se lle rs  of 
diesel fuel p red ic t a  n ig h tm are  
of p aperw ork  un der th e  new 
regulations.

“ It is going to w ork a  real 
hardsh ip  on sm all businesses of 

See Fuel, p ag e  D-5



Fuel: Frustrations
Continued from page D-4

all types, all around the nation, 
like farmers and fishermen,” 
said A1 Cobb, director of legal 
and political affairs for the Pe­
troleum Marketers Association 
of America.'The IRS is likely to 
be overwnelmed by paperwork 
for these refunds.”

“Since we’re eligible for the 
rebates, we don’t think it’s wise 
to put the tax on the first place. 
We’ve always been exempt in the 
past,” Corazzasaid.

At least one fishing industry 
expert, however, said the tax 
credit change is a bit of a red 
herring.

“It isn’t going to make that 
much difference,” said Craig 
Wiese, business management 
specialist at the Marine Advisory 
Program at University of Alaska 
Anchorage.

Wiese estimated that an aver­
age 42-or 48-foot seining ship 
operating in Prince William 
Sound would spend about $5,000 
on fuel a year, only five percent 
of annual revenue of $100,000

Wiese acknowledged that pay­
ing the fuel tax up front could 
make a significant difference in 
the finances of a family trying to 
live off a seiner's eamings.

The fuel tax law changes 
began as an IRS effort to get a 
better handle on the fuel taxes, 
said local and national IRS offi­
cials.

“The government is trying to 
force users to leave a paper trail 
so when we do future audits we 
can follow where the fuel got 
sold," the tax attorney Fidlow 
said.

Marilyn Steen, spokeswoman 
for the IRS office in Anchorage, 
said some fuel dealers in U.S. cit­

ies were taking advantage of lax 
IRS auditing and enforcement to 
dodge fuel taxes.

But the pressure on Congress 
to raise revenues without raising 
taxes during the Budget Recon­
ciliation Act may result in plac­
ing an extra burden on fisher­
men, especially smaller opera­
tors, Burch said.

“One thing that will happen is 
a lot of excellent fishermen will 
not file fora refund,” he said.

Burch, who spends $100,000 
per year on diesel fuel for his two 
boats, said accountants will 
make sure he and other large 
operators file for tax refunds. 
“Fishermen, like a lot of busi­
nessmen, are undercapitalized, 
and they’ll be caught by having 
to pay for it up front,” Ramaglia 
said. “They’ll have to decide 
whether to put off maintenance 
on the engine, or put new cable 
on the winch, or to maintain their 
EPIRBs (emergency locator 
transmitters).”

The new tax laws give the IRS 
the discretion to allow state and 
local governments, airplanes, 
diesel trains, and industrial users 
of fuel to continue to buy diesel 
fuel tax-free, Cobb said.

Steen said the tax service 
would probably preserve the ex­
emptions for diesel fuel, as they 
do for gasoline.

But until the actual announce­
ment of the regulations, which 
Steen expects in three weeks, 
there is no way of knowing for 
sure which users other m a n  nSn* 

ermen and farmers will have to 
pay their taxes up front.

In Alaska, Burch is encourag­
ing members of his draggers’ as­
sociation to write protest letters 
to the state’s congressmen, and 
Ramaglia said he is encouraging 
his customers to do the same.

Security measures
Philip W. Little, president of 
infrared spotting scope. The 
tries to do  for private compai 
Service does for the president

UAW sues
KENOSHA, Wis. (AP) -  U 

workers Union Local 72 filed a las 
against Chrysler Corp., alleging t 
is breaking federal laws by pullL 
duction from Kenosha and puttir 
pie out of work.

In reponse, Chrysler said s 
review of the suit indicated it 
merit.” ,

The suit, which also names as 
the city of Detroit and the U.S. I 
of Housing and Urban Develop 
Chrysler obtained about $50 millio 
grants to modernize its Jeffers 
plant in Detroit, said James Eggie 
tomey for the union. c •
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N A T IO N A L  F ISH ER IES  IN S T IT U T E , IN
20(10 M STREET, N.W., STE. 580 « WASHINGTON, D.C. 20038 ■ (202) 296-5

February 12, 1988

TA X A LERT 

A C T I O N  REQUESTED 

NFI V E SS E L O P E R A T O R S

V essel operators should be aware that as of April 1, 1988:

o The up-f ro nt e x e m p t i o n  from feder al  excise taxes will
b e  r e p e a l e d  f o r  d i e s e l  f u e l  p u r c h a s e d  b y  f i s h e r y
vessels,

o D i e s e l  f u e l  u s e d  f o r  v e s s e l s  w i l l  c o n t i n u e  t o  be
n o n t ? , x a b l e , b u t  o p e r a t o r s  w i l l  b e  r e q u i r e d  to p a y  a 
15,1 cents per g allo n tax wh en  purchasing fuel, then 
apply to the T r e a s u r y  Department  on a q u ar te r ly  basis 
for a refund.

NFI is asking C o n g r e s s  to restore the up-front ex em pt i on  for 
o u r  i n d u s t r y .  Y o u  a r e  u r g e d  to c o n t a c t  £ o u r  S e n a t o r s  and  
R e p r e s e n t a t i v e s  and~~urge tPTenT^to sponsor'“T e q f s l a t l o n  to" per mi t 
tax-free~~sales off diesel fuel for fi she ry vessels.

B A C K G R O U N D

A p r o v i s i o n  in the 1987 Budget Reconci li ation Act pa ss ed  in 
D e c e m b e r  r e q u i r e s  f e d e r a l  e x c i s e  t a x e s  o n  d i e s e l  f u e l  to be 
c o l l e c t e d  at the w h o l e s al e  level and repea ls  exempt sales b e yo n d 
t h o  w h o l e sa l e level, e x c e p t  in four circumstances:

o diesel fuel sold for use as a fuel in a d i e s e l - p o w e r e d  
train;

o co mmercial a viati on  fuel;
o taxable fuel sold for Industri al  use other than as a 

mo to r fuel; and
o t a x a b l e  f u e l  s o l d  fo r  u s e  by a s t a t e  or a p o l i t i c a l  

subdivision of a state.

Th es e  exemptions are not acros s- th e-board ; rather, they will 
h a v e  to be obtained on a c a s e- b y- ca s  i basis by each company.



FEB 88 14*17 LEG. AFFAIRS - KODIAK

■**

A l l  o t h e r  c u r r e n t  e x emp t i o n s  f r om  t h e  d i e s # ! '  f u e l i  t a x ,  
i n c l u d i n g  t h o s e  f o r  f a r m e r s ,  f i s h e rm e n  and o t h e r  o f f - h i g h w a y  
b u s i n e s s  u s e ,  have been e l im i n a t e d .  I n s t e a d ,  n o n - t a x a b l e  uses  
w i l l  be t axed a t  t ime o f  purchase and r e f und s  made p u r s u an t  t o  
a p p l i c a t i o n s  f i l e d  t o  document the n on - t a x a b l e  use .  A l though the 
r e g u l a t i o n s  imp lement ing  t h i s  change have no t  been f i n a l i z e d ,  the  
T r e a s u r y  Depa r tment  I n d i c a t e s  t h a t  they expec t  t o  use a q u a r t e r l y  
r e f u n d  p r o c e s s  f o r  amounts in  excess o f  $ 1 , 0 0 9  which i s  s i m i l a r  
t o  t h e  e x i s t i n g  r e f u n d  p r o c e s s  f o r  n o n - t a x a b l e  g a s o l i n e  and 
d i e s e l  f u e l  u s e s .  A l l  r e f unds  l e s s  than $ 1 , 0 0 0  per q u a r t e r  w i l l  
b e  hand led  a n n u a l l y .

The changes t h a t  were enacted  had the o b j e c t i v e  o f  d e t e r r i n g  
t a x - e v a s i o n  schemes which a re  es t imated  to  c o s t  the Highway T ru s t  
rund  s e v e r a l  hundred m i l l i o n  d o l l a r s  in  l o s t  revenues a n n u a l l y .  
However ,  the r e p e a l  o f  tha exempt ion w i l l  p l a c e  a heavy c a s h - f l o w  
bu rden  on the  s e a f o o d  i n d u s t r y ,  which has l e g i t im a t e  t a x  exempt 
u s e s .

IMPACT

Th is  law becomes 
companies i n c l u d e s :

e f f e c t i v e  A p r i l  1 ,  The impact on f i s h e r y

o added c o a t  f o r  f u e l ;  
o a d d i t i o n a l  r e c o r d k e e p i n g  

r e c o v e r y  o f  f u nd s  t h r o u g h  
r e f u nd  p r o c edu r e ;  and 

o l o s s  o f  the time v a l u e  o f  the funds pa id f o r  f u e l  
(wh i ch  may be s u b s t a n t i a l  as f e d e r a l  o f f i c i a l s  
swamped in  an ava l anche  o f  r e fund  r e q u e s t s ) ,

and  p a p e r w o r k  t o  e n a b l e  
a y e t - t o - b «  e s t a b l i s h e d

tax
a r e

LEGISLATIVB ACTIVITY

S e v e r a l  b i l l s  have been i n t r oduced ,  
exempt ion  f o r  f a rm e r s o n l y . These a r e :

Four would r e s t o r e  the

o H.R,  385 0  sponso red  by Congressmen j o n t z  (D- IN)
o H .R .  3844 sponso red  by Congressman Daub (R-NE)
o H.R.  3881  sponso red  by Congresswoman Smith (R-NE)
o S.  2003  sponsored  by Sena tor  Gramm (R-TX)
Two b i l l s  would r e s t o r e  exemptions f o r  a l l  o f f - h i g hw a y  uses 

i n c l u d i n g  v e s s e l  o p e r a t i o n s .  These a r e :
o H.R .  3865 sponso red  by Congressman Combe*t ( R-TX)
c H .R .  3866 sponsored,  by Congressman De l a  Garza (D-TX)



The key commit tees which w i l l  c o n s i d e r  t h i s  mat te r  a r e t

SENATE FINANCE COMMITTEE
L l o y d  B e n t s e n ,  T e x . ,  

Cha i rman  
S p a r k  M. Matsunoga,  HI 
D e n i a l  P. Moynihan,  N.Y.
Max B a u c u s ,  Mont.
D av id  L .  Bo ren ,  Ok la .
B i l l  B r a d l e y ,  N . J .
Geo rg e  J .  M i t c h e l l ,  ME 
D a v i d  P r y o r ,  A rk .
D ona l d  W. R i e g l e ,  J r . ,  Mich. 
J ohn  D. R o c k e f e l l e r  lV ,W.Va ,  
Thomas A. D a s ch l e ,  S .D.

Bob Packwood, O r e . ,
Ranking M in o r i t y  Member 

Robe r t  D o l e ,  Kan.
W i l l i am  V. Roth ,  J r .  D e l ,  
John C. D a n f o r t h ,  Mo.
John H. Cha f ee ,  r . i .
John H e i n z ,  Pa.
Malcolm W a l l o p ,  Wyo.
David Du renbe rge r ,  Minn. 
W i l l i am  L .  Armst rong,  C o l o .

HOUSE WAYS AND MEANS COMMITTEE 
MAJORITY MEMBERS

Dan R o s t e n k ow s k i , 111 .
Cha i rman 

Sam M, G ibbons ,  F l a .
J . J .  P i c k l e ,  TX 
C h a r l e s  B.  Range l ,  NY 
F o r t n e y  H. (P e t e )  s t a r k ,  CA 
Andrew J a c o b s , J r . ,  I nd .

Marty Russo ,  111 .
Donald J .  Pease ,  Ohio 
Rober t  T.  Mat»ui ,  CA.
Be ry l  F .  Anthony, J r .  A rk ,  
Ronnie G. F l i p p o ,  A l a ,  
Byron L. Dorgan,  N.D. 
Ba rba ra  B .  K enne l l y ,  CT. 
B r i a n  D o n n e l l y ,  Maes, 
W i l l i am  J .  Coyne, Pa. 
Michae l  A. Andrew*, TX, 
Sander M. Lev in ,  Mich.
Jim Moody, w i s .

H a r o l d  E. F o r d ,  Tenn,
Ed J e n k i n s ,  Ga,
R i c h a r d  A. Gepha rd t ,  Mo.
Thomas J .  Downey, N.Y.
F r a n k  J .  G u a r i n i ,  N . J .

MINORITY MEMBERS
John J .  Duncan, Tenn,

Ranking M in o r i t y  Member
1 - B i l l  A r che r ,  Tex.

Guy Vander J a g t ,  Mich 
P h i l i p  M. C rane ,  I I .
B i l l  F r e n z a l ,  Minn.
R i cha rd  T. Schu l ze ,  Pa .

. W i l l i s  D. G r a d i s o n , J r . Ohio 
W i l l i am  M. Thomas, C a l i f .  
Raymond J ,  McGrath, N.Y.
Hal  Daub, Neb.
Judd Gregg,  N.H.
Hank Brown, Co l o ,
Hod c h a n d l e r ,  Wash,
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A  H A R B O R  ENTERPR ISES C O M PAN Y

P.O. Box 389 • Seward, Alaska 99664 • (907) 224-3190

February 04, 1988

Senator Frank H. Murkowski 

United States Senate 

709 Hart Buil d i n g  

Washington, D.C.

Dear Senator Frank:

* r It has come to my attention that Congress passed a Mid-
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Distillates Fuel Tax Bill in 

'December 2 2 , 1987 as a"”part

Act. A  close examination of 

raised serious concerns and 

your attention.

the chaotic and w aning hours of 

of the overall U.S. T a x  Reduction 

the provisions of the Act have 

accordingly I wish to br i n g  them to

The Act states that a diesel fuel tax of $.151 per gallon is to 

be levied on "any liquid suitable for use as a fuel in a diesel 

highway vehicle or a diesel powered train (does not apply to fuel 

for home h e a t i n g  use)". The key word here is "suitable"—  

whether the p r o duct is used as such or not. The collection of 

the excise tax on the sale of any taxable fuel by wholesale 

dealers is made mandatory on all sales. All tax free sales for 

certain exempt sales purposes_are repealed. Wholesalers can buy 

diesel fuel for resale provided they are registered and have 

posted bonds as required by the Treasury.

Petro Marine Services is a marine-oriented fuel distributorship 

with a majo r i t y  of our customers being fishing industry related. 

A  recent r e v i e w  of our sales volumes reflect that less than one- 

percent of our total diesel, fuel gallons are taxable highway and 

off-highway use fuel. Fronting this tax to the Tre a w v -will 

significantly increase -the cost of doing business for our 

customers by adversely affecting their cash flow and, of 

consequence, we dealers will be affected likewise. End-use 

consumers w i l l  not be able to apply for a refund of these taxes 

unless the a m o u n t  of the tax withheld is over $ 1 , 0 0 0  in a 

quarter. Furthermore, consumers must wait until yea r  end and 

apply the o v e r p a y m e n t  to their income tax return as stipulated in 

the Bill. T he Treasury is not obligated to pay interest on the 

refunds; thus, the collected amounts are, in essence, interest- 

free loans to the government from marine fuel consumers, many of 

wh o m  are struggling to derive a living from an u n certain and 

undercapitalized fishing industry.

A Pioneer Alaskan Company Specializing In Petroleum Marketing to the Marine Industry.



In addition this tax will have a negative impact on domestic 

marine fuel suppliers as opposed to foreign bunkerers and 

processors many of w h o m  import their fuel and sell to U.S. flag 

vessels on the high-seas and within our Exclusive Economic Zone 

(EEZ). With the $.151 per gallon Federal Excise Tax plus the 

$.05 per gallon State of Alaska Marine Fuel Tax, it wi l l  be

economically impossible to compete against' foreign flag

operators. I am certain this was not the intent of Congress.

, »
One of the provisions in the law states that "the Treasury has

been given discretionary authority to exempt certain sales from 
tax where the purchaser satisfactorily demonstrates to the 
Treasury that the fuel will be consumed for use deemed non-

taxable in nature, that these parties must also register and post 

bonds as required by the Treasury". Let me assure you bonding 

requirements will only Impose a further financial hardship on

fuel distributorships some of whom are already faced with

problems securing basic insurance needs. If indeed, the end-user 

is included in this Clause, we alone have several hundred

customers who would be required to register and post bond with

the Treasury in order to be deemed tax-exempt. This stipulation 

will be very cumbersome and difficult for all affected to comply 

with. The law further reads that the Treasury is expected to 

exercise their authority on a "case by case" basis. Inasmuch as 

our taxable highway use diesel fuel customer base is miniscule as 

compared to our predominate marine base, it seems reasonable to 

assume that an overwhelming amount of time and effort will be 

consumed by the Treasury in rendering these assessments. Under 

the aforementioned circumstances it would seem that a blanket 

waiver would be a viable alternative for marine oriented fuel 

distributors such as ourselves.

Without question the Mid-Distillate Fuel Tax Bill in its present 

form represents ill-conceived legislation. As a company, Petro 

Marine Services has consistently supported reasonable regulation 

at all levels of government; however, this particular Bill serves 

only to finance and broaden Federal b roaucracy at the expense of 

fuel dealers and end-use consumers. In view of this fact I 

respectfully urge that Immediate consideration be • given to 

amending those provisions in the Bill which are not applicable to 

highway diesel fuel use.

Dale R. Lindsey, President 

HARBOR ENTERPRISES, INC.
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ALASKA FACTORY TR A W LE R  ASSOC IAT ION
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The Honorable John Warner February 22, 1983
United States Senator
421 Senate Russell Office Building
Washington, D.C. 20510

Dear Senator Warner:

The Alaska Factory Trawler Association (AFTA), the trade 
association which represents the factory trawler fleet operating 
in the North Pacific groundfish fishery, 3 eeks your assistance in 
a matter of significant economic importance to ue and to other 
segments of the fishing industry - establishing an up-front 
exemption for fishing vessels from the 15.1 cent per gallon 
federal highway excise tax on diesel fuels.

This fsderal excise tax, passed December 22, 1987, was designed 
to tax highway users. However, current exemptions from diesel 
fuel taxes for off-highway users, including fishing vessels, has 
been eliminated. Loss of this up-front exemption means that 
fishermen will be required to pay the tax up front, then apply 
for a refund on a quarterly basis. This needlessly increases the 
recordkeeping and paperwork for both the fishermen and the 
government, and costs the fishermen significantly due to the loss 
of the time value of the money deposited with the government.

While this is a problem for all fishermen, the problem becomes 
particularly acute for th8 factory tx'awlar operators. These 
large American owned and operated vessels participate in high 
volume, low margin fisheries and must compete in the world market 
against foreign producers who enjoy lower operating costs. As 
illustrated in the attached fact sheet, factory trawler operators 
can expect to have between $22,500 and $67,950 awaiting rebate at 
any time. This amount increases if rebates aren't made in a 
prompt manner.

At a time when prices for our products have declined and other 
operating costs have increased, many operators cannot afford this 
additional drain to their cash flow.



O ne  OC t l i e  u b J o u L l v e e  Cl! doing 6 w o y  w±-fch t h o  OJiomption vrao  t o
deter tax-evasion schemes/ in which fuel which is ostensibly 
purchased for off-highway use is diverted to use in a highway 
vehicle. Such a scheme is only a remote possibility for an 
operator of a vessel fishing in the Gulf of Alaska or the Bering 
Sea, and a burden of the magnitude imposed by this law is 
unjustified. If deterring euch schemes is the gcal of Congress, 
a provision applying the exemption only to fuel pumped directly 
into the fishing vessel would be appropriate.

You can help with thi9 issue by supporting a bill, such es the 
one enclosed, which amends the Internal Revenue Code by providing 
fishing vessels, fish processing vessels, and tender vessels an 
up-front exemption from this highway tax.

The members of AFTA would like to thank you for the assistance 
you have given us in the past, and hope that you will work with 
us to resolve the problem we are facing today.

Sincerely,

William R. Orr
Director, Government Affairs
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FACTORY TRAWLER FUEL CONSUMPTION

An informal Survey was conducted funong factory trawler operator* 
to determine fuel consumption patterns. The reeults, which are 
rough averages, are categorized Into three categories: vessels 
less than 200 feet, vessels 200 - 250 feet, and vessels greater 
than 250 feet. The number of vessels include vessels which will 
enter the fishery this year.

Faotorv Trawlers leas than 200 feat

Number of vessels:
Fuel carrying capacity: 
Daily fuel consumption: 
Quarterly fuel consumption: 
Quarterly tax $ 8.151/gal :

16
75.000 - 100,000 gallons 
2 0 0 0  gallons/day
150.000 gallons 
822,500

Factory Trawlers between 200 and 250 feet

Number of vessels:
Fuel carrying capacity: 
Daily fuel consumption: 
Quarterly fuel consumption: 
Quarterly tax 8 8.151/gai :

14
150.000 gallons 
2600 gallons/day
2 0 0 . 0 0 0  gallons 
830,200

Factory Trawlers larger than 250 feet

Number of vessels: 10
Fuel carrying capacity: 200,000 to 325,000 gallons
Daily fuel consumption: 6000 gallcns/day
Quarterly fuel consumption: 450,000 gallons 
Quarterly tax Q 8.151/r;al : $67,950

Nearly all of the fuel is token at Alaskan ports. Tha average 
pries of fuel (#2 diesel) purchased in Alaska is $ .75/gallon.
(A quarter ie figured as 75 days of operation.)
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m axim um  reduction  in  estate taxes to $750,000, (5) imposes hold ing 
period requ irem ents for the decedent and the ESO P , (6) prohib its 
the deduction  ii. the case o f securities acqu ired  w ith  assets trans­
ferred from  another plan o f the em ployer, and (7) imposes certa in  
excise taxes on an E S O P  o r worker-owned cooperative fo r a fa ilu re  
to sa tis fy  the a llocation  and ho ld ing  period requirem ents.

The con firm ation  o f the IRS N otice  is effective as i f  inc luded in 
the T a x  Reform  A c t o f 1986. The other prov is ions are effective w ith 
respect to sales o f securities to ES O Fs  after Feb rua ry  26, 1987, 
except that the E S O P  ho ld ing  period r e t i r e m e n t  genera lly  applies 
to d ispositions o f securities by the E S O P  a fter Feb rua ry  26, 1987. 
Securities subject to the 'E S O P  ho ld ing  period requ irem ent are 
qua lified  em ployer securities, w h ich  for th is  purpose includes em­
ployer securities sold before Feb rua ry  27, 19S7, for w h ich  a deduc­
tion  was allowed.

Senate amendment
The Senate am endm ent is the same as the House b ill,  except 

that the  prov isions (other than  the con firm a tion  o f the IRS  Notice) 
are effective w ith  respect to sales o f securities to ES O Ps  after Feb­
ruary  27, 1987, and that the E S O P  ho ld ing  period requ irem ent gen­
e ra lly  app lies to d ispositions o f secu rities by the E S O P  a fte r Febru­
ary  27, 1987. Securities subject to the E S O P  ho ld ing  period requ ire­
ment are qua lif ied  em ployer securities, w h ich  fo r th is purpose in ­
cludes em ployer securities so ld before Feb rua ry  27, 19S7, for which 
a deduction was allowed.

Conference agreement 
The conference agreement fo llows the House b ill.

V . E x c is e  T a x e s ; U s e r  F ees

A. EXCISE TAXES

1. Telephone excise tax: 3-year extension

Present law
A  3-percent excise tax is imposed on am ounts pa id  for local tele­

phone service, to ll (long-distance) telephone service, and teletype­
w rite r exchange service. T h is  tax is scheduled to exp ire after De­
cember 31, 1987.

House bill
The House b il l  extends the present 3-percent telephone excise 

tax for 3 years, through December 31, 1990.

Senate amendment
The Senate am endm ent is the same as the House b ill.

Conference agreement
T he  conference a g re e m e n t  follows the  H ouse bill ar.d th e  Senate  

a m e n d m e n t .

998

2. Collection of diesel fuel ar.d c
sales tc

Present law
The excise taxes on diesel fuel 

lin e  aviation fuel genera lly  are 
fuel by a reta il dealer to the u 
4041). Under an exception, retai 
sale d istributors collect and pay 
sold to the retailer.

House bill 
The excise tax on taxab le fue 

taxable special fuels, and nong 
posed on sale of the fuels to any 

Taxab le special fuels include ; 
o line or diesel fuel^ that are sol 
d a  or motorboat. Nongasoline 
which tax would be imposed i f  
com mercial aviation.

Co llection o f the excise tax > 
wholesale dealers is made rr.an 
o f present law perm itting  tax- 
poses are repealed.

Any  taxable fuel that i9 held 
sale is subject to a floor stocks : 
section to that fuel. ^

The provision la effective cn i

Senate amendment
The Senate amendment ger.e 

w ith  the fo llow ing differences.
The Treasury Departm ent is 

for purposes of m ak ing  refunds 
lin e  fuels excise taxes. In add 
□uire in form ation reporting  an 
the d istribution cha in  o f these 
vent evasion o f the tax.

The Senate am endm ent also 
revenues raised by the floor 
H ighw ay Trust Fund  or the 1 
(LUST) T rust Fund.

The provision is effective on •

Conference agreement
The conference agreement : 

the Senate amendment, but :: 
the tax on special motor fuels 
level. In the case o f the taxes 
tion fuels, tax techn ica lly  is \r. 
a taxable fuel by the produce 
fined, however, to include wn 
mediate persons in  the cha in  o 
persons who are producers o f ;

c
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se tax: 8-year extension

posed on amounts paid fo r loca l tele- 
nce) telephone service, and teletype- 
tax is scheduled to exp ire aft6r De-

: present 3-percent telephone excise 
;ber 31. 1990.

te same as the House b ill.

allows the House b il l  and the Senate

\ i*  2. Co llection  of diesel fuel and certa in  other motor fuels taxes on 
■'jv sales to reta ilers

Present lam
The excise taxes on diesel fuel, special motor fuels, and nongaso­

line  aviation fuel genera lly  are imposed on the sale o f the taxable 
fuel by a re ta il dea ler to the u ltim ate consumer of the fuel (sec. 
4041). Under an exception, re ta il dealers may elect to have whole­
sale d istributors co llect and pay the diesel fuel tax  when the fuel is 
sold to the reta iler.

House bill
The excise tax on taxab le fuels, which are defined as diesel fuel, 

taxable specia l fuels, and nongasoline aviation fuels, is to be im ­
posed on sale of the fuels to any taxable fuel reta iler.

Taxab le specia l fue ls include special motor fuels (other than gas­
oline or diesel fuel) that are sold for U3e as a fuel in a motor veh i­
cle or motorboat. Nongaso line aviation fuels means any liq u id  on 
w h ich  tax would be imposed i f  sold for use in  an a irc ra ft in  non­
com m ercial aviation.

Co llection o f the excise tax on the sale of any taxable fuel by 
wholesale dealers is  made m andatory for a ll sales. The provisions 
o f present law  perm itting  tax-free sales for certa in  exempt pu r­
poses are repealed.

A n y  taxable fuel that i3 held on January  1. 1938, by a dea ler for 
sale is subject to a floor stocks tax at the rate app licab le under th is 
section to that fuel.

The provision is effective on Janua ry  1, 1988.

Senate amendment
The Senate amendment genera lly  is the same as the House b ill, 

w ith  the fo llow ing  differences.
The Treasury Departm ent is authorized to prescribe regu lations 

for purposes ot m ak ing  refunds or a llow ing credits o f the non-gaso­
line fuels excise taxes. In addition, T reasury  is authorized to re­
quire in form ation reporting and reg istration from such persons in  
the d istribu tion  cha in  o f these fuels as is deemed necessary to pr°* 
vent evasion o f the tax.

The Senate amendment also requires that amounts equi' a len t to 
revenues raised by the floor stocks taxes be transferred to the 
H ighwav T rust Fund  or the Leak ing  Underground S to r ig e  T a n k  
^LUST) T ru st Fund.

The provision is effective on Janua ry  1, 1988.

Conf'ei'ence agreement
The  conference agreement genera lly follows the House b il l  and 

:he Senate amendment, but includes several m odifications. F irs t, 
the tax on special motor fuels continues to be imposed at the re ta il 
level. In the case o f the taxes on diesel fuel and nongasoline a v ia ­
tion fuels, tax techn ica lly  is imposed on the sale (or ea r lie r  use) o f 
a taxable fuel by the producer thereof. The term producer is de­
fined, however, to include wholesale d istributors anji' other in te r­
mediate persons in  the cha in  of d istribu tion  o f the taxable fuel. A i l  
persons who are producers c f  a taxable fuel must register w ith  the

999
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Treasu ry  Departm ent and satisfy  such bonding requirem ents as 
T reasu ry  m ay prescribe. Therefore, a wholesale d is tr ibu to r may 
buy  fuels w ithou t paym ent o f tax  on ly  upon satisfaction o f these 
requirem ents.

In general, lik e  the House b il l and Senate amendment, a ll p rov i­
sions pe rm ittin g  exem pt sales beyond the wholesale level are re­
pealed. T reasu ry  is, however, given d iscretionary au thority  to 
exempt from tax certa in  sales where the purchaser demonstrates 
to the satisfaction  o f T reasury that the fuel w ill be used in  a non- 
taxab le use and also registers and posts such bond as T reasury may 
require. T h is  au thority  is to be exercised on a case-by-case basis. 
Sales that m ay be exempted include (1) diesel fuel sold for use as a 
fue l in  a diesel-powered tra in , (2) av ia tion  fuel sold fo r use as a fuel 
in  an a irc ra ft  in  com m ercia l aviation. (3) taxable fuels sold for in ­
dustr ia l use other than as a motor fuel, and (4) taxab le fuel sold for 
exclusive use o f any State, a po lit ica l subdivision o f a State, or the 
D is tr ic t  o f C o lum b ia .2 As under the House b il l and the Senate 
amendment, sales o f fuel that T reasury  determ ines is destined for 
use as heating  oil may be made w ithou t payment o f tax. A l l  other 
exem ptions from  these taxes must be rea lized through refund pro­
cedures fo llow ing  purchase o f the fuels tax-paid.

The conference agreem ent grants T reasury  broad au thority  to 
ensure com pliance genera lly  w ith  the provisions o f the agreement, 
Spec ifica lly , T reasu ry  may, in  its  discretion, requ ire in form ation 
reporting  by and reg istration  o f any person in  the d istr ibu tion  
cha in  o f  any taxab le fuel (includ ing, e.g., any d istribu to r o f fuel 
destined for use as heating  oil).

These prov isions o f the conference agreement are effective on 
and after A p r i l  1, 1988, w ith  a floor stocks tax be ing imposed as 
was provided under the House b il l and the Senate amendment-on 
a ll  persons ho ld ing  non-tax-paid fue ls on A p r il 1, 1988.

3. Extens ion  o f term ination  date for coal excise tax rate 

Present law
A  m anu factu rer's excise tax is imposed on the sale or use o f do­

m estica lly  m ined coal by the producer (sec. 4121). E ffective  A p r i l 1, 
1986, the tax rate wa3 increased (by 10 percent) to S I.10 per ton o f 
coal from  underground mines, ana 55 cents per ton o f coal from 
surface m ines, but no t to exceed 4.4 percent of the sales price.

U nder present law , the tax rate is scheduled to revert to the pre- 
1982 rate o f 50 cents per ton on underground coal and 25 cents per 
ton on surface coal (but not to exceed two percent o f price) on the 
ea r lie r  of Jan u a ry  1, 1996 or the firs t Janua ry  1 as o f which there 
is (1) no balance o f repayable advances from the genera l fund to

■ Sla tti and lo c a l g o v e rn m en ta l u n t i l  e lig ib le  to  ap p ly  to th e  T r m u r v  fo r  a p p ro v a l lo  b uy 
fu o ls  w u h e u t p a ym en t o f  ta x  g e n e ra lly  in c lude th o rc  g o v e rn r r e r t a l u n its  th a t a re  p e rm itte d  to 
b u y  ta x - fre e  u n d e r p resen t ‘.aw  tsec. J i i ' .t a iN i i .  T h e  COnfrrees a re  aw a re  th a t  re p e a l o r  au tom a t.c  
ta x - fre e  sa les o f  th ese  fu e ls  to  S ta te s  and  lo c a l g ov e rnm en ts  m ay . in  c e rta in  coses, re s u lt in a  
te m p o ra ry  a d d it io n a l c e lt  on  C erta in  o f  these en tit ie s , bu t d e te rm in ed  sho t g e n e ra l con ce rn s  
tb o u l  c om p lian c e  w ith  th ese  taxes ou tw e igh  th a t  p oss ib ility  The d is c re t io n a ry  e x em p tion  in ­
c lu d ed  in  th e  ag re em en t re con c ile s  thc-ae c o ro p llu n e t i .in c em e  w nh  an y  p o te n tia l b u rd en  on 
S ta te s  an d  loca l g o v e rnm en ts  T h e  con fe re es  interna th a t in  d e te rm in in g  w h ich  g o v e rn m en ta l 
u n its  m ay  p u re h a s i ta x ab le  f u e l i  w ith o u t p nvm cr.t v f la x  u n d e r the a g re em e n t , the T reosu r.v  j
D ep a rtm en t ts to  n t tcm n i to  m ln tm ire  a n y  »uch co -ts  ta th a  e x te n t c o m m e n t  w ith  th e  m c re a ie d
com p lia n c e  Ob jectives o f  th e  con fe re n ce  ag re em en t , .

the B la ck  Lung D isab ility  Trust 1 
on such advances.

Am ounts equal to the revenues 
are appropriated autom atica lly  to 
authorizes repayable advances fro 
Fund. The T rust Fund  pays certa 
cases where no coal m ine operato: 
for the ind iv idua l m iner's disease.

House bill

No provision.

Senate amendment
The Senate amendment extent 

present-law coal excise tax rate fr« 
of (1) Jan u a ry  1, 2014 or (2) the c 
vency (as defined under the pre 
The extension o f the term inatio 
excise tax rate is effective from J: 
subject to ea rlie r term ination  u. 
scrined above.

Conference agreement
The conference agreement foi'.o\

4. H ighw ay excise tax exe 

Present law
Receipts from excise taxes on m 

in  the H ighw ay Trust Fund. Recei 
finance expenditures which are 
T rust Fund. Exem ptions from  tht 
several purchasers o f fuels, inclu 
buses and certa in  private school 
501(cX3) organizations.

P riva te  bus operators are exerr 
In terc ity  common ca rr ie r buses 
exempt from the 9-cents-per-gaT.o: 
special motor fuels. Q ua lified  loca 
15-cents-per gallon diesel fue l ta 
buses receive a ’ ^cents-per-gallcn 
per-gallon highway diesel fuel ta. 
buses engaged in  transportation 
a long regu lar routes, unless the 
least 20 adults (not in c lud ing  the c

House bill

T he House bill repeals  the  me: 
em ptions  for buses, inc lud ing  bus. 
dons. This repeal does not affect t 
owned and operated moss tran s i t

This provision is effective on Ja:
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u s e d  to acquire e m p l o y e r  securities f r o m  

transferred assets (within the m e a n i n g  of 

section 20S7( c x 2 K B > ) .

"(d) O r d e s i n g  Rui.ts.— F o r  p u r p o s e s  of 

this section a n d  section 4978. a n y  disposi­

tion of e m p l o y e r  securities shall b e  treated 

as h a v i n g  b e e n  m a d e  In the following o r d e r  

■•(I) Pirn, f r o m  qualified e m p l o y e r  securi­

ties acquired duri n g  t h e  3-year period 

e n d i n g  o n  the d a t e  of s u c h  disposition, b e­

ginning with t he securities first so acquired.

”<2) Second, f r o m  qualified e m p l o y e r  s e c u­

rities acquired before s u c h  3-year period 

unless s u c h  securities <or th e  proceeds f r o m  

s u c h  disposition) h a v e  b e e n  allocated to ac­

c o u n t s  of participants or their beneficiaries.

•<3> Third, f r o m  qualified securities 

(within the m e a n i n g  of section 4978(oX2i> 

to w m c h  section 1042 applied acquired 

d u r i n g  the 3-year period e n d i n g  o n  the date 

of s u c h  disposition, beginning with the s e c u­

rities first so acquired.

"(41 Finally, f r o m  a n y  ot h e r  e m p l o y e r  se­

curities. In the case of a  disposition to 

w h i c h  section 4978<di or subsection (e) a p ­

plies. the disposition of e m p l o y e r  securities 

shall be treated as having b e e n  m a d e  in t n e  

opposite order of t he preceding sentence.1*1 

“(e) S e c t i o n  N o r  T o  A p p l y  t o  C e r t a i n  

D i s p o s i t i o n s .—

"(1) In g e n e r a l —T h i s  section shall n ot 

a p p l y  to a n y  disposition described in p a r a­

g r a p h  (1) or (3) of section 4978(d).

"(2) C e r t a i n  r e o r g a n i z a t i o n s .— F or p u r­

poses of this section, a n y  e x c h a n g e  of quali­

fied e m p l o y e r  securities for e m p l o y e r  securi­

ties of a n o t h e r  corporation in a n y  reorgani­

zation described in section 368(a)(1) shall 

n o t  b e  treated as a  disposition, but the e m ­

ployer securities w h i c h  w e r e  i:*ceived shall 

b e  treated—

" ( A )  as qualified e m p l o y e r  securities of 

t he plan or cooperative, a n d  

" ( B )  as h a v i n g  b e e n  held b y  the plan or 

cooperative duri n g  th e  period Ihe qualified 

e m p l o y e r  securities w e r e  held.

"(3) D i s p o s i t i o n  t o  m e e t  d i v e r s i t i c a t i o n  

R r a u i R E w x N T s . - A n y  disposition w h i c h  is 

m a d e  lo m e e t  t h e  r e q u i rements of section 

401(a)<28> shall n o t  be treated as a disposi­
tion.

"(f) D e f i n i t i o n s  a n d  S p e c i a l  R o e e s .— F or 

p u r p o s e s  of this section—

”(1) T e r m s  c s e d  i n  s e c t i o n  j o s -.— A n y  

t e r m  used In this section w h i c h  is u s e d  In 

section 2057 shall h a v e  the m e a n i n g  given 

s u c h  t e r m  b y  section 2057.

"(2) Q u a l i f i e d  c m p l o y e r  s e c u r i t i e s ,— 'Th e  

t e r m  •qualified e m p l o y e r  securities’ h a s  the 

m e a n i n g  given s u c h  t e r m  b y  section 2057, 

e x c e p t  that s u c h  t e r m  shall Include e m p l o y ­

er securities sold before F e b r u a r y  27, 1987. 

for w h i c h  a d e d u ction w a s  allowed u n d e r  
section 2057.

"(3) D i s p o s i t i o n .— T h e  t e r m  ‘disposition’ 

Includes a n y  distribution.

"(4) Liability r ow p a y m e n t  or taxes.—  

T h e  tax I m p o s e d  b y  this section shall be 
paid b y —

"( A! the e m p l oyer, or 

•‘(B) the eligible w o r k e r - o w n e d  c o o p e r a­
tive.

w h i c h  m a d e  t he written s t a t e m e n t  described 
In section 2057(e)."

(b) C o n f o r m i n g  A m e n d m e n t s .—

(I) Section 4 9 7 3 ( b n 2 )  Is a m e n d e d  b y  strik­

ing o u t  the parenthetical a n d  inserting In 

lieu thereof " ( d e t e r m i n e d  as if s u c h  securi­

ties w e r e  disposed of In the order described 

In section 4978Alei)".

12) T h e  table of sections for ch a p t e r  43 Is 

a m e n d e d  b y  Inserting after t he item relat­

ing to section 4978 th e  following n e w  Item: 

See. 4918A. T a x  o n  certain dispositions of 

e m p l o y e r  securities to w h i c h  

 section 2057 applied.''

Indention wrong in coDy on lhi« sentence.

(e) E f f e c t i v e  D a t e .— 'Th e  a m e n d m e n t *  

m a d e  b y  this section shall a p p l y  to taxable 

events (within t he m e a n i n g  of section 

4978A(c) of t h e  Internal R e v e n u e  C o d e  of 

19881 occurring after F e b r u a r y  26. 1987.

Subtitle E — Pm*i»inn« Relating to Etri*e Tase* 

and I'wr Fee*

P A R T  I — EXCISE TA NF .S
SIX'. liOMI. E X T E N S I O N  (IE T E L E P H O N E  EXCISE 

TAX.

P a r a g r a p h  (2) of section 4251(bi (relating 

to applicable percentage) is a m e n d e d  lo 

r e a d  as follows:

"(2) A p p l i c a b l e  p e r c e n t a g e .— T h e  t e r m  

applicable percentage' m e a n s  3 percent: 

e x c e p t  that, with respect to a m o u n t s  paid 

p u r s u a n t  to bills first rendered after 1990, 

j h e  applicable per c e n t a g e  shall b e  zero." 

s e i :. losuz. n tKSEL n  e l  a n d  a v i a t i o n  f i l l  
T lXKS IMPOSKII AT W H O L E S A L E  
LEA Et­

ta) In  G e n e r a l — P art III of s u b c h a o i e r  A  

of c h a p t e r  32 is a m e n d e d  b y  (averting after 

s u b p a r t  A  the following n e w  subpart:

" S u b p a n  8 — Die*«l Fuel and Aviation Fuel

"Sec. 4091. Imposition of tax.

•'Sec. 4092. Definitions.

"Sec. 4093. E x e m p t i o n s :  special rule.

-SEC. W»L IMPOSITION OF TAX.
"(a) In  G e n e r a l .— T h e r e  Is h e r e b y  im- 

, p o s e d  a tax o n  t h e  sale of a n y  taxable fuel 

b y  t he p r o d u c e r  o r  the impo r t e r  thereof or 

b y  a n y  p r o d u c e r  of a  taxable fuel.

'•(b> R a t e  o r  T a x .—

"(1) In  g e n e r a l .— T h e  rate of t he tax i m ­

p o s e d  b y  subsection (a) shall b e  t he s u m  

of—

"(A)(i) t he H i g h w a y  T r u s t  F u n d  financing 

rate in the case of diesel fuel, a n d  

•'(ii> the Airport a n d  A i r w a y  Tru s t  F u n d  

financing rate In t h e  case of aviation fuel, 

a n d

‘•(B) t he L e a k i n g  U n d e r g r o u n d  S t o r a g e  

T a n k  Tr u s t  F u n d  financing rate In t he case 

of a n y  taxable fuel.
"(2) H i c h w a y  t r u s t  rc.ND f i n a n c i n g  

r a t s .— F or p u r p o s e s  of p a r a g r a p h  (1). 

e x c e p t  as provided in subsection (c). the 

H i g h w a y  T r u s t  F u n d  financing rate is 15 

cents p er gallon.

"(3) A i r p o r t  a n d  a i r w a y  t r c s t  f o n d  f i­

n a n c i n g  r a t s .— F or p u r p o s e s  of p a r a g r a p h

(1). t he Airport a n d  A i r w a y  T r u s t  F u n d  fi­

n a n c i n g  rate Is 14 cents pe r  gallon.

"(4) L e a k i n g  u n d e r g r o u n d  s t o r a g e  t a n k

T R U S T  f U N D  F I N A N C I N G  RATE.— F o r  p u r p o s e s  

of p a r a g r a p h  (1), t h e  L e a k i n g  U n d e r g r o u n d  

S t o r a g e  T a n k  T r u s t  F u n d  financing rate is

0.1 cent p er gallon.

"(5) T e r m i n a t i o n  o f  r a t e s .—

" ( A )  T h e  H i g h w a y  T r u s t  F u n d  financing 

rate shall n o t  app l y  o n  a n d  after O c t o b e r  1. 

1993.

" ( B )  T h e  Airport a n d  A i r w a y  T r u s t  F u n d  

financing rate shall n ot ap p l y  o n  a n d  after 

J a n u a r y  1. 1988.

“(C) T h e  L e a k i n g  U n d e r g r o u n d  S t o r a g e  

T a n k  T r u s t  F u n d  financing rate shall no t  

a p p l y  d u ring a n y  period d u r i n g  w h i c h  the 

L e a k i n g  U n d e r g r o u n d  S t o r a g e  T a n k  T r u s t  

F u n d  financing rate u n d e r  section 4081 d o e s  

no t  apply.

"(e) R e d u c e d  R a t e  o r  T a x  t o r  D i e s e l  

F u e l  i n  A l c o h o l  M i x t u r e , E T C . - U n d e r  reg­

ulations prescribed b y  the S e c r etary—

“(I) In  g e n e r a l — T h e  H i g h w a y  T r u s t  

F u n d  financing rate shall b e —

”(Ai 9 cents pe r  gallon In t h e  case of the 

sale of a n y  m i x t u r e  of diesel fuel If—

"(i) at least 10 percent of s u c n  m i x t u r e  

consists of alcohol (as defined In section 

4081(c)(3)). a n d  
"(11) the dlrsel fuel In s u c h  m i x t u r e  w a s  

not t a x e d  u n d e r  s u b p a r a g r a p h  (B>. a n d

" ( B )  10 cents p e r  gallon in the case of the 

sale of diesel fuel for use (it t he time of 

s u c h  sale) In p r o d u c i n g  a m i x t u r e  described 

In s u b p a r a g r a p h  (A).

"(21 L a t e r  s e f a r a t i o n .— If a n y  p e rson sep­

arates t h e  diesel fuel f r o m  a  m i x t u r e  of t he 

diesel fuel a n d  alcohol o n  w h i c h  tax w a s  i m ­

po s e d  u n d e r  subsection (a) at a H i g h w a y  

T r u s t  F u n d  financing rate equivalent to 9 

cents a gallon b y  r e ason of this subsection 

(or w i t h  respect to w h i c h  a credit or p a y­

m e n t  w a s  allowed o r  m a d e  b y  reason of sec­

tion 6427(f)(1)), s u c h  p e r s o n  shall b e  treated 

as t he p r o d u c e r  of s u c h  diesel fuel. T h e  

a m o u n t  of tax I m p o s e d  o n  a n y  sale of s u c h  

diesel fuel b y  s u c h  p e r s o n  shall b e  5 cents 

p e r  gallon.

"(3) T e r m i n a t i o n .— P a r a g r a p h  (I) shall 

n o t  a p p l y  to a n y  sale after S e p t e m b e r  30. 

1993.

"(d) E x e m p t i o n  F r o m  T a x  t o r  A v i a t i o n  

F u e l  i n  A l c o h o l  M i x t u r e . E t c .- 

"<l> In  c e n e r a l — T h e  Airport a n d  A i r w a y  

T r u s t  F u n d  financing rate shall n ot apply to 

t h e  sale o f —

“(A) a n y  m i x t u r e  of aviation fuel at least 

10 pe r c e n t  of w h i c h  consists of alcohol (as 

d efined in section 4081(c)(3.>. or 

"(B) a n y  aviation fuel for use (at t he t i m e  

of s u c h  sale) in p r o d u c i n g  a m i x t u r e  d e ­

scribed in s u b p a r a g r a p h  (A).

"(2) L a t t r  s e p a r a t i o n .— If a n y  p e r s o n  se p­

arates t h e  aviation fuel f r o m  a  m i x t u r e  of 

t h e  aviation fuel a n d  alcohol o n  w h i c h  the 

Airport a n d  A i r w a y  T r u s t  F u n d  financing 

rate did n o t  a p p l y  b y  r e ason of this s u b s e c­

tion (or w i t h  respect to w h i c h  a  credit or 

p a y m e n t  w a s  al l o w e d  or m a d e  b y  reason of 

section 6427(1)121), s u c h  p e r s o n  shall be 

treated as t h e  p r o d u c e r  of s u c h  aviation 

fuel.

"(3) T e r m i n a t i o n .— P a r a g r a p h  (1) shall 

n o t  a p p l y  to a n y  sale after S e p t e m b e r  30. 

1993.

- S K G  IMS. DEFINITIONS.

"(a) T a x a b l e  F u e l — F or p u r p o s e s  of this 

s u b p a r t —
"(1) In  c r N E R A L — T h e  t e r m  taxable fuel' 

m e a n s —

" ( A )  diesel fuel, a n d  

" ( B )  aviation fuel.

"(2) D i e s e l  f u e l — T h e  t e r m  diesel fuel’ 

m e a n s  a n y  liquid (other t h a n  a n y  p roduct 

taxable u n d e r  section 4081) w h i c h  is suita­

ble for us e  as a  fuel in a  diesel-powered 

h i g h w a y  vehicle o r  a diesel-powered train.

"(3) A v i a t i o n  f u e l — T h e  t e r m  'aviation 

fuel' m e a n s  a n y  liquid (other t h a n  a n y  p r o d­

uct t axable u n d e r  section 4081) w h i c h  is 

suitable for use as a fuel in a n  aircraft.

"(b) P r o d u c e r .— F o r  p u r p o s e s  of this sub- 

p a r t —

"(1) C e r t a i n  p e r s o n s  t r e a t e d  a s  p r o d u c ­

e r s .—

" ( A )  In c e n e r a l — T h e  t e r m  'producer' in­

cludes a n y  p e r s o n  described In s u b p a r a­

g r a p h  ( B )  w h o  elects to register u n d e r  sec­

tion 4101 w i t h  respect to the tax I m p o s e d  b y  

section 4091.

" ( B )  P e r s o n s  d e s c r i b e d .— A  p e r s o n  Is d e ­

scribed Ln this s u b p a r a g r a p h  If s u c h  person 

Is—
"(I) a refiner, corr uunder. blender, or 

w h o l e s a l e  distributor . a taxable fuel, or 

"(II) a  dealer selling a n y  taxable fuel e x ­

clusively to p r o d u c e r s  of s u c h  taxable fuel.

"(C) T a x - f r e e  p u r c h a s e r s  t r e a t e d  as p r o­

ducer;.— A n y  p e r s o n  to w h o m  a n y  taxable 

fuel Is sold tax-free u n d e r  this s u b p a r t  shall 

b e  treated as t he p r o d u c e r  of s u c h  fuel.

"(2) W h o l e s a l e  d i s t r i b u t o r .— F o r  p u r­

poses of p a r a g r a p h  (1). t he t e r m  'wholesale 

distributor' Includes a n y  pers o n  w h o  sells a 

taxable fuel to producers, retailers, or to 

users w h o  p u r c h a s e  in b u l k  quantities a n d  

deliver Into b u l k  storage tanks. S u c h  t e r m  

d o e s  n ot Include a n y  p e r s o n  w h o  (excluding
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the t e r m  'wholesale distributor' f r o m  p a r a­

g r a p h  (1)> Is » p r o d u c e r  o r  importer.

-MW. IM EXEMPTIONS; SPECIAL RI LE.
"(a) H e a t i n g  O i l — T h e  tax i m p o s e d  b y  

section 4091 shall n ot a p p l y  In t he case of 

sales of a n y  taxable fuel w h i c h  t h e  S e c r e­

tary d e t e r m i n e s  Is destined for u s e  as h e a l­
ing oil.

•'(b) S a l e s  t o  P r o d u c e r .— U n d e r  regula­

tions prescribed b y  t he Secretary, t he Lax 

i m p o s e d  b y  section 4091 shall n o t  a p p l y  In 

Ihe case of sales of a taxable fuel to a  p r o­

duc e r  of s u r h  fuel.

"(c) A u t h o r i t t  t o  E x e m p t  C e r t a i n  O t h e r  

U s e s .— S ubject to s u c h  t e r m s  a n d  conditions 

as t h e  Secretary m a y  provide (Including t h e  

application of section 4101). t he Secretary 

m a y  b y  regulation provide that—

•'(1) t he H i g h w a y  T r u s t  P u n d  financing 

rate u n d e r  section 4091 shall n o t  a p p l y  to 

diesel fuel sold for u se b y  a n y  p u r c h a s e r  as 

a fuel In a  diesel-powered train,

"(2) t he Airport a n d  A i r w a y  T r u s t  P u n d  

financing rate u n d e r  section 4091 shall n ot 

a p p l y  to aviation fuel sold for use b y  a n y  

p u r c h a s e r  as a  fuel In a n  aircraft n o t  In n o n ­

c o m m e r c i a l  aviation (as defined In section 

4041(c)(4)).

"(3) t h e  tax I m p o s e d  b y  section 4091 shall 

not a p p l y  to taxable fuel sold for u s e  b y  a n y  

p u r c h a s e r  other t h a n  as a  m o t o r  fuel, a n d  

"(4) t h e  tax I m p o s e d  b y  section 4091 shall 

not a p p l y  to taxable fuel sold for t he e x c l u­

sive u s e  of a n y  State, a n y  political subdivi­

sion of a State, or t he District of C o l u m b i a .

"(d) S p e c i a l  A d m i n i s t r a t i v e  R u l e s .— T h e  

Secretary m a y  require—

“(1) I nformation reporting b y  e a c h  rem i t­

ter of t h e  tax I m p o s e d  b y  section 4091, a n d  

"(2) Information reporting by. a n d  regis­

tration of. s u c h  ot h e r  persons as t he S e c r e­

tary d e e m s  necessary to carry o u t  this s u b­

part.

"(e) C r o s s  R e f e r e n c e s .—

"(1) F o r  Imposition of tax w h e r e  certain 

uses of diesel fuel or aviation fuel occur 

before imposition of Lax b y  section 4091. see 

subsections <aXl) a n d  (ciil) of section 4041.

"(2) F o r  provisions allowing a credit or 

r e f u n d  for fuel n o t  used for certain taxable 

purposes, see section 6427."

(b) R e t a i l  D i e s e l  F u e l  a n d  A v i a t i o n  

F u e l  T a x e s  T o  B e  R e s i b o a l  T a x e s .—

(1) P a r a g r a p h  (1) of section 4041(a) Is 

a m e n d e d —

(A) b y  striking o u t  " D i e s e l  f u e l " In t h e  

h e a d i n g  a n d  Inserting In lieu thereof " T a x

ON DIESEL rUEL WHERE NO TAX IMPOSED ON
peel CNDOt section 4091”, and 

(Bi b y  a d ding at the e n d  thereof t he fol­
lowing n e w  sentence:

" N o  tax shall b e  I m p o s e d  b y  this p a r a g r a p h  

o n  t h e  sale or use of a n y  liquid If there w a s  

a taxable sale of s u c h  liquid u n d e r  section

40'1."

(2) P a r a g r a p h  (1) of section 4041(c) Is 

a m e n d e d —

(A) b y  striking o u t  "I n  g e n e r a l " In the 

h e a d i n g  a n d  Inserting In lieu thereof " T a x

O N  N O N O A S O U N E  PUE L S  W H E R E  N O  T A X  I M ­

POSED O N  P UEL U N D E R  S E C T I O N  409 l". a n d

iB) b y  adding at t h e  e n d  thereof the fol­
lowing n e w  sentence:

' N o  tax shall be I m p o s e d  b y  this p a r a g r a p h  

o n  the sale or use of a n y  liquid If there w a s  

n taxable sale of s u c h  liquid u n d e r  section 

4091,"

<31 S u bsection <d) of section 4041 Is 

a m e n d e d  b y  redesignating p a r a g r a p n  (3) as 

p a r a g r a p h  (41 a n d  b y  s i n k i n g  o u t  p a r a­

g ra p h s  (1) e n d  (2) a n d  Inserting In lieu 

thereof i h e  following:

"(I! T a x  O n  sallx ajio u s e s  s usject t o  t a x  

t i t o  i u i s e c t i o n  (a).—In addition lo the 

taxes I m p o s e d  b y  subsection (a), there is 

h e r e b y  I m p o s e d  a lax o I 0 1 cent a gallon o n  
the sale o r use of a n y  liquid (other t h a n  liq­

uefied p e t r o l e u m  i u )  If t ax Is i m p o s e d  b y  

subsection (a) o n  s u c h  sale o r  use.

"(2) T a x  o n  d i e s e l  f u e l  u s e d  i n  t r a i n s .—  

T h e r e  Is h e r e b y  I m p o s e d  a  tax of 0.1 cent a 

gallon o n  a n y  liquid (oth e r  t h a n  a  p r o d u c t  

taxable u n d e r  section 4081 >—

" (A) sold b y  a n y  p e r s o n  to a n  o w n e r ,  

lessee, or o t h e r  o p e r a t o r  of a diesel-powered 

train for use as a fuel In s u c h  tram, or 

" ( B )  u s e d  b y  a n y  p e r s o n  as a fuel In a 

diesel-powered train unless there w a v  a t a x­

able sale of s u c h  liquid u n d e r  s u b p a r a g r a p h  

(A).

N o  tax s h a h  b e  I m p o s e d  b y  this p a r a g r a p h  

o n  t h e  sale o r  u s e  of a n y  liquid If there w a s  

a taxable sale of s u c h  liquid u n d e r  section 

4091.

"(3) L i q u i d s  u s e d  i n  a v i a t i o n .— In  addi­

tion to t h e  t axes I m p o s e d  b y  subsection (c). 

there Ls h e r e b y  I m p o s e d  a Lax of 0.1 cent a 

gallon o n  a n y  liquid ( o ther t h a n  a n y  p r o d­

uct taxable u n d e r  section 4 0 8 U -  

"(A) sold b y  a n y  p e r s o n  to a n  o w n e r ,  

lessee, o r  o t h e r  o p e r a t o r  of a n  aircraft for 

use as a  fuel In s u c h  aircraft, or 

"(B) u s e d  b y  a n y  p e r s o n  as a  fuel In a n  

aircraft unless there w a s  a  taxable sale of 

s u c h  liquid u n d e r  s u b p a r a g r a p h  (A).

N o  tax shall b e  i m p o s e d  b y  this p a r a g r a p h  

o n  the sale or u s e  of a n y  liquid if there w a s  

a  taxable sale of s u c h  liquid u n d e r  section 

4091."

(4) S u b s e c t i o n  (n) of Bection 4041 is 

h e r e b y  repealed.

(c) A m e n d m e n t s  R e l a t i n g  t o  C r e d i t s  a n d

R U  UHDS.—

(1) Section 6 4 2 7  Is a m e n d e d  b y  redesignat­

ing subsection* (1) t h r o u g h  (p) as s u b s e c­

tions ( m i  t h r o u g h  (q). respectively, a n d  b y  

Inserting after subsection (k) t he following 

n e w  subsection:

"(1) N o n t a x a b l e  U s e s  o r  D i e s e l  F u e l  a n d  

A v i a t i o n  F u e l  T a x e d  U n d e r  S e c t i o n  

4091.—

"(1) In  g e n e r a l .— E x c e p t  as provided In 

subsection (k) a n d  In p a r a g r a p h  (3) of this 

subsection. If a n y  fuel o n  w h i c h  tax h a s  

b e e n  I m p o s e d  b y  section 4 0 9 1  Is u s e d  b y  a n y  

p e r s o n  In a  n o n t a x a b l e  use. t he Secretary 

shall p a y  ( w i t h o u t  Interest) to t he ultimate 

p u r c h a s e r  of s u c h  fuel a n  a m o u n t  equal to 

t h e  a g g r egate a m o u n t  of t a x  I m p o s e d  o n  

s u c h  fuel u n d e r  section 4091.

"(2) N o n t a x a b l e  u s e — F o r  purp o s e s  of 

this subsection, t h e  t e m  'nontaxable use' 

m e a n s ,  w i t h  respect to a n y  fuel, a n y  u se of 

s u c h  fuel If s u c h  use ls e x e m p t  f r o m  the 

tRxes I m r -  <1 b y  subsections (axl) a n d  

(cXl) f - n o n  4041 (other t h a n  b y  reason 

of ' . imposition of lax o n  a n y  Bale there­

of).

"(3) N o  R E 7 U N D  o r  L E A K I N G  U N D E R G R O U N D  

S T O R A G E  T A N K  T R U S T  r U N D  F I N A N C I N G  TAX.—

P a r a g r a p h  (1) shall n ot a p p l y  to so m u c h  of 

t h e  tax I m p o s e d  b y  section 4091 as Is attrib­

utable to t he L e a k i n g  U n d e r g r o u n d  St o r a g e  

T a n k  T r u s t  F u n d  financing rate I m p o s e d  b y  

s u c n  section In t he case of—

"(A) fuel u s e d  In a diesel-powered train, 

a n d

"iB) fuel u s e d  In a n y  aircraft."

(2) Para r a p h  tl) of section 6427(b) ls 

a m e n d e d —

(A) b y  striking o u t  "subsection (a) of sec­

tion 4 0 4 1 "  the first place It a p p e a r s  a n d  In­

serting in lieu thereof "section 4041(a) or 

4091", a n d

(B) b y  s t n k l n r  o ut "subsection (a) of sec­

tion 40 4 1 "  thi * c o n d  place It a ppears a n d  

Inserting In r  • 'eof "section 4041(a) or

4091. as th' be".

i 3 ) S u b r -  H >  of section 6 4 2 7 (exl)

Is a m e n d . -  erring "o r  409 1 "  after

"section 40

(4) S u b s e m o n  «f> of section 6427 Is 

a m e n d e d  to read as follows:

"(I) G a s o l i n e . D i e s c l  F u e l , a n d  A v i a t i o n  

F u e l  U s e d  T o  " *  P r o d u c e  Certain A l cohol 

Fuels.— E x c e p t  aa provided In subsection 
l k)—

"t 1) G a s o l i n e  a n d  d i e s e l  f u e l s .—

" ( A )  In general.— If a n y  gasoline or diesel 

fuel o n  w h i c h  Lax w a s  I m p o s e d  b y  section 

4081 or 4091 at t h e  regular H i g h w a y  T r u s t  

F u n d  financing rate is u s e d  b y  a n y  p e r s o n  tn 

p r o d u c i n g  a m i x t u r e  described in section 

4081(c) or In section 4 0 9 t < c X l X A )  (as the 

case m a y  be) w h i c h  Is sold or u s e d  in s u c h  

p e r s o n s  trade o r  bus in ess. i be Secretary 

shall p a y  (wit h o u t  interest) to s u c h  p e r s o n  

a n  a m o u n t  equal to the excess of t h e  regu­

lar H i g h w a y  T r u s t  F u n d  financing rale over 

t h e  Incentive H i g h w a y  T r u s t  P u n d  F i n a n c­

ing rate w i t h  revpect to s u c h  fueL 

" ( B i  Definitions.— F o r  purp o s e s  of sub- 

p a r a g r a p h  ' * )—
"(i) P.EGt (R H I G H W A T  T R U S T  F U N D  F I N A N C­

ING r a t e .- T h e  t e r m  regular H i g h w a y  Tru s t  

F u n d  financing rate' m e a n s —

"(I) 9 cents per gallon in th e  case of gaso­

line. a n d

"(II) 15 cents p e r  gallon In t he case of 

diesel fuel.

"(ill LNCENTI.Z H I G H W A T  T R U S T  F U N D  FI­

N A N C I N G  r a t e .— T h e  t e r m  'Incentive H i g h ­

w a y  T r u s t  F u n d  F i n a n c i n g  rate' m e a n s —

"tl) cents p er gallon tn t h e  ease of gas­

oline. a n d

"(II) 10 cents p er gallon In t he case of 

diesel fuel.

"(C) C o o r d i n a t i o n  w i t h  o t h e r  r e f a t - 

m e n t  p r o v i s i o n s .— N o  a m o u n t  shall b e  p a y­

able u n d e r  s u b p a r a g r a p h  (A) w i t h  respect to 

a n y  gasoline o r  diesel fuel w i t h  respect to 

w h i c h  a n  a m o u n t  ls p a y a b l e  u n d e r  s u b s e c­
tion id), (e). or (1) of this section or u n d e r  

section 6 4 2 0  or 6421.

"(2) A v i a t i o n  f u e l — Lf a n y  aviation fuel 

o n  w h i c h  tax w a s  I m p o s e d  b y  section 4091 is 

u s e d  b y  a n y  pers o n  in p r o d u c i n g  a  m i x t u r e  

at least 10 percent of w h i c h  Is alcohol (as 
d efined In section 40Sl(eX3)> w h i c h  Is sold 

or u s e d  In s u c h  person's trade or business, 

t he Secretary shall p a y  (wit h o u t  Interest) to 

s u c h  p e r s o n  a n  a m o u n t  equal to t h e  ag g r e­

gate a m o u n t  of tax (attributable to t h e  A ir­

port a n d  A i r w a y  T r u s t  F u n d  f inancing rale) 

I m p o s e d  o n  s u c h  fuel u n d e r  section 4091.

"t3) T e r m i n a t i o n .— P a r a g r a p h s  (1) a n d  (2) 

shall n o t  a pply w i t h  respect to a n y  m i x t u r e  

sold or u s e d  after S e p t e m b e r  30.1993."

( 5 X A )  P a r a g r a p h  (1) of section 6427(1) Is 

a m e n d e d  b y  striking o ut " o r  ih)” a n d  Insert­

ing m  lieu thereof "(h). or (1)".

( B) C l a u s e  (I) of section 6 4 2 7 ( I X 2 X A )  ls 

a m e n d e d  b y  striking o u t  " a n d  (h)~ a n d  In­

serting tn lieu thereof "(h). a n d  (I)".

(6) Sub s e c t i o n  (o) of section 6427 (as re­

designated b y  p a r a g r a p h  ( 1 »  is a m e n d e d  to 

read as follows:

"(o) T e r m i n a t i o n  o r  C e r t a i n  P r o v i ­

s i o n s .— E xc e p t  w i t h  respect to taxes i m ­

pos e d  b y  section 4041(d) a n d  sections 40B1 

a n d  4091 at t h e  L e a k i n g  U n d e r g r o u n d  S t o r­

age T a n k  T r u s t  F u n d  financing rale, s u b s e c­

tions (a), (b). (c). (d>. (g). <h>, a n d  t'.> shall 

only a p p l y  with respect lo fuels p u r c h a s e d  

before O c t o b e r  1. 1993."

(d> O t h e r  C o n f o r m i n g  A m e n d m e n t s .—

(1) Suhs e c t l o n  (c) of section 40 Is a m e n d e d  

by striking out "or section 4081(c)" a n d  In­

serting In lieu thereof ". section 4081(c). or 

section 4091(c)".

(2) S u b p a r a g r a p h  iB) of section 

4081(ex2). as a m e n d e d  b y  section 1703 o I 
the T a x  R e f o r m  A c t  of 1986. U  a m e n d e d  by 

strlkLng o u t  "net revenue*'' a n d  all that fol­

lows a n d  inserting in lieu tnereol t he follow­

ing: " n e t  revenues are at least 1500.0o0.000 

f r o m  taxes I m p o s e d  b y  section 4041<r!l a i d

'••t'opi rrsd to .
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U s e s  attributable to L e a k i n g  U n d e r g r o u n d  

S t o r a g e  T a n k  T r u s t  F u n d  financing rate I m ­

pos e d  u n d e r  this section a n d  sections 4042 

a n d  4091."

(3) S u bsection (a) of section 4101. as 

a m e n d e d  b y  section 1703 of t he T a x  R e f o r m  

A c t  of 1986, Is a m e n d e d  b y  Inserting "or 

4091" after "section 4081".

(4) Subs e c t i o n  (a) o f  section 4221 Is 

a m e n d e d  b y  striking o u t  "(other t h a n "  a n d  

all that follows t h r o u g h  "sale b y  t he m a n u ­

facturer" a n d  inserting In lieu thereof 

"(other t h a n  u n d e r  section 4121. 4081. or 

4091) o n  t he sale b y  t he manufact u r e r " .

(5) Section 6 2 0 3  Ls a m e n d e d  b y  striking 

o u t  "or 4041" e n d  Inserting In lieu thereof 

"o r  4041 or 4091".

16) P a r a g r a p h  (2) of section 6416(b) Is 

a m e n d e d —

(A) b y  striking o u t  "(other t h a n  coal tax­

able u n d e r  section 4121)", a n d  

<B> b y  a d d i n g  at the e n d  thereof the fol­

lowing n e w  sentence: " T h i s  p a r a g r a p h  shall 

n o t  ap p l y  In t h e  case of a n y  tax paid u n d e r  

section 4091 o r  4121."

(7) S u b p a r a g r a p h  (A) of section 6416(b)(3) 

Is a m e n d e d  b y  Inserting " a n d  ot h e r  t h a n  

a n y  fuel taxable u n d e r  section 40 9 1 "  after 

"section 4081".

(8) S u b p a r a g r a p h  IB) of section 6416(b)(3) 

Is a m e n d e d  b y  striking o u t  ", s u c h  gasoline" 

a n d  inserting in lieu thereof "or a n y  fuel 

taxable u n d e r  section 4091. s u c h  gasoline or 

fuel".

(9) S u b p a r a g r a p h  (C) of section 6421(e)(2) 

Is h e r e b y  repealed.

(10) T h e  subsection (j) of section 6421 re­

lating to cross references Is a m e n d e d  b y  

striking o u t  p a r a g r a p h  (1) a n d  b y  redesig­

nating p a r a g r a p h s  (2). (3), a n d  (4). as p a r a­

gr a p h s  (1), (2). a n d  (3). respectively.

(11) Section 6 6 5 2  Ls a m e n d e d  b y  striking 

o ut t he subsection (j) a d d e d  b y  section 

1702(b) ol th e  T a x  R e f o r m  A c t  of 1986 a n d  

b y  redesignating subsections (1) a n d  ( m )  as 

subsections Ik) a n d  (I), re . ectively.

(12) Subs e c t i o n  (b) oi section 9502 Ls 

a m e n d e d  b y  striking o ut " a n d "  at t he e n d  of 

p a r a g r a p h  (2). b y  redesignating p a r a g r a p h

(3) as p a r a g r a p h  (4). a n d  b y  inserting after 

p a r a g r a p h  (2) the following n e w  pa ragraph:

"(3) a m o u n t s  d e t e r m i n e d  b y  the Secretary 

to b e  equivalent to the taxes received In the 

T r e a s u r y  before J a n u a r y  1. 1988. u n d e r  sec­

tion 4091 (to t h e  extent attributable to t he 

Airport a n d  A i r w a y  T r u s t  F u n d  financing 

rate), and".

(13) P a r a g r a p h  (1) of section 9503(b) is 

a m e n d e d  b y  striking o u t  s u b p a r a g r a p h  (F) 

a n d  Inserting tn lieu thereof t he following:

“(F) section 4091 (relating to tax o n  diesel 

fuel), and".

(14) P a r a g r a p h  (4) of section 9503(b) Is 

a m e n d e d  to read as follows:

"(4) C e r t a i n  a d d i t i o n a l  t a x e s  h o t  t r a n s ­

f e r r e d  t o  h i g h w a v  t r o s t  f u n d .— F or p u r­

poses of p a r a g r a p h s  (1) a n d  (2>—

"(A) there shall n o t  b e  t a k e n  Into a c c o u n t  

t he taxes I m p o s e d  by  sections 4041(d), a n a  

"(B) there shall b e  t a k e n  into ac c o u n t  the 

taxes I m p o s e d  b y  sections 4081 a n d  4091 

o nly to the ex t e n t  attributable to t h e  H i g h ­

w a y  T r u s t  F u n d  financing rates u n d e r  s u c h  

sections."

(15) P a r a g r a p h  (2) of section 9503(e) Ls 

a m e n d e d —

(A) b y  striking out "sections 4041 a n d  

4 0 8 1 "  a n d  Inserting In lieu thereof "sections 

4041. 4081. a n d  4091", ar  J 

<B) b y  s i n k i n g  o u t  "section 4041 or 4081" 

a n d  Inserting In lieu t h ereof "section 4041, 

4081, or 4091".

(18) Subs e c t i o n  (b) of section 9508 is 

a m e n d e d  b y  redesignating p a r a g r a p h s  (3) 

a n d  (4) as p a r a g r a p h s  (4) a n d  (5). respective­

ly. a n d  b y  inserting after p a r a g r a p h  (2) the 

following n e w  p a ragraph:

"(3) taxes received In t h e  T r e a s u r y  u n d e r  

section 4 0 9 1  (relating to tax o n  diesel fuel 

a n d  aviation fuel) to t h e  e x t e n t  attributable 

to t h e  L e a k i n g  U n d e r g r o u n d  S t o r a g e  T r u s t  

F u n d  financing rate u n d e r  s u c h  section.".

(17) S u b p a r a g r a p h  ( A) of section 

9508(c)(3) ls a m e n d e d  b y  striking v>ut clause 

(U) a n d  all that follows a n d  inserting In lieu 

thereof t h e  following:

"(11) credits allowed u n d e r  section 34. 

w i t h  respect to the taxes I m p o s e d  b y  section 

4041(d) or b y  sections 4081 a n d  4091 (to t h e  

exte n t  attributable lo t h e  L e a k i n g  U n d e r ­

g r o u n d  S t o r a g e  T r u s t  F u n d  financing rate 

u n d e r  s u c h  sections)."

(18) T h e  table of s u b p a r t s  for part 111 of 

s u b c h a p t e r  A  of c h a p t e r  3 2  Is a m e n d e d  b y  

Inserting after t h e  i t e m  relating to s u b p a r t  

A  the following n e w  Item:

" S u b p a r t  B. Diesel fuel a n d  aviation fuel."

(e> E f f e c t i v e  D a t e .— T h e  a m e n d m e n t s  

m a d e  b y  (his section shall a p p l y  to sales 

after M a r c h  31. 1988.

(f) F l o o r  S t o c k s  T a x .—

(1) Im p o s i t i o n  o f  t a x .— O n  a n y  taxable 

fuel w h i c h  o n  April 1. 1988, Is h e l d  b y  a  t a x­

able p erson, there Ls h e r e b y  I m p o s e d  a floor 

stocks tax at t h e  rate of tax w h i c h  w o u l d  b e  

i m p o s e d  if s u c h  fuel w e r e  sold o n  s u c h  d a t e  

In a sale subject to tax u n d e r  section 4091 of 

the Interna] R e v e n u e  C o d e  of 1986 (as 

a d d e d  b y  this section).

(2) O V E R P A V M E N T  O F  F L O O R  S T O C X S  TAXES. 

e t c .— S ections 6 4 1 8  a n d  6 4 2 7  of s u c h  C o d e  

shall a p p l y  In respect of t h e  floor stocks 

taxes i m p o s e d  b y  this subsection s o  as to e n ­

title. subject to all provisions of s u c h  s ec­

tions. a n y  p e r s o n  p a y i n g  s u c h  floor stocks 

taxes to a  credit or r e f u n d  t hereof for a n y  

r eas o n  specified in s u c h  sections. All provi­

sions of iaw, including penalties, applicable 

with respect to t h e  taxes I m p o s e d  b y  section 

4091 of s u c h  C o d e  (as s o  a d d e d )  shall a p p l y  

to t h e  floor stocks taxes i m p o s e d  b y  this 

subsection.

(3) D u x  d a t e  o f  t a x .— T h e  ta x e s  I m p o s e d  

b y  this lubsection shall b e  paid b e fore J u n e  

16. 1988.

(4) D e f i n i t i o n s .— F or p u r p o s e s  of this 

s ubsection—

(A) T a x a b l e  f u e l .—

(I) In  g e n e r a l .— T h e  t e r m  " t a x a b l e  fuel" 

m e a n s  a n y  taxable fuel (as d e f i n e d  In s e c­

tion 4 0 9 2  of s u c h  C o d e ,  as a d d e d  b y  this s e c­

tion) o n  w h i c h  n o  t ax h a s  b e e n  i m p o s e d  

u n d e r  section 4 0 4 1  of s u c h  C o d e .

(II) E x c e p t i o n  f o p  f u e l  h e l d  f o r  n o n t a x - 

a b l e  u s e s .— T h e  t e r m  " t a x a b l e  fuel" 

shall n o t  include fuel h e l d  exclusively for 

a n y  us e  w h i c h  Is a n o n t a x a b l e  u s e  (as d e ­

fined in section 6427(1) of s u c h  C o d e ,  as 

a d d e d  b y  this section).
(B) T a x a b l e  p e r s o n .— T h e  t e r m  " t a x a b l e  

p e r s o n "  m e a n s  a n y  p e r s o n  ot h e r  t h a n  a  p r o­

duc e r  (as de l i n e d  In section 4 0 9 2  of s u c h  

C od e ,  as so a d d e d )  or I m p o r t e r  of taxable 

fuel.
(C) H e l d  b v  a  t a x a b l e  p e r s o n .— A n  article 

shall b e  treated as h e l d  b y  a  p e r s o n  If title 

thereto h a s  p a s s e d  to s u c h  p e r s o n  ( w h e t h e r  

or n o t  delivery to s u c h  p e r s o n  h a s  b e e n  

made).
(5) S p e c i a l  r u l e  r oR r u E L  h e l d  t o r  u s e  i n  

t r a i n s  a n d  c o m m e r c i a l  a i r c r a i t .— O nly t h e  

L e a k i n g  U n d e r g r o u n d  S t o r a g e  T a n k  T r u s t  

F u n d  financing rate u n d e r  section 4091 of 

s u c h  C o d e  shall a p p l y  for p u r p o s e s  of this 

subsection w i t h  respect to—

(A) diesel fuel held exclusively for use as a 

fuel In a  diesel-powered train, a n d

(B) aviation fuel h e l d  exclusively for u s e  

as a fuel In a n  aircraft n o t  In n o n c o m m e r ­

cial aviation (as defined In section 4041(c)(4) 

of s u c h  Code).

C o p y  reid " uxiDle fuel'".

(0) T r a n s f e r  u f  FLOOii S T O C K  R e v e n u e s  t o  

t r u s t  f u n d s .— F or p u r p o s e s  of d e t e r m i n i n g  

t h e  a m o u n t  transferred to a n y  trust fund, 

t h e  lax i m p o s e d  b y  this subsectioT shall b e  

treated as I m p o s e d  b y  sa-ctlon 4091 of s u c h  

C o d e  (as so added).

(g) C o o r d i n a t i o n  W i t h  A i r f o r t  a n d  

A i r w a y  S a f t t t  a n e  C a f a c i t y  E x p a n s i o n  

A c t  o f  1987.— If tht A i rport a n d  A i r w a y  

S a fety a n d  Capacity E x p a n s i o n  A c t  of 1987 

Is enacted, effective o n  D e c e m b e r  31. 1987, 

sections 4091(b)(5)(B) a n d  9 5 0 2 ( b X 3 >  of 

s u c h  C o d e  (as a d d e d  b y  this sectlbn) are 

e a c h  a m e n d e d  by striking o u t  " J a n u a r y  1, 

1988" a n d  Inserting In lieu t h e r e o f 'January 

1. 1991”.I M

SEC. I0W.L EX T E N S I O N  O F  T E M P O R A R Y  INCREASE 
IN A.MOtNT O F  T A X  I M P O S E D  O N  
C O A L  PROD U C E R S .

S u b p a r a g r a p h  (A) of section 4 1 2 1 (eX2) 

(relating to t e m p o r a r y  Increase termination 

date) Is a m e n d e d  b y  striking ou t  " J a n u a r y  1. 

1996" a n d  Inserting In lieu thereof "Jan u a r y

I. 2014".

P A R T  I I — T A X -R E L A T E D  U S E R  F E E S
SEC. 10.411. FEES F OR REOl'ESTS F O R  RI LING. D E­

TERMINATION, A N D  S IMILAR L E T­
TERS.

(a) G e n e r a l  R u l e .— T h e  Secretary of the 

T r e a s u r y  or his delegate (hereinafter In this 

section referred to as t h e  "Secretary") shall 

establish a p r o g r a m  requiring t he p a y m e n t  

of user fees for requests to t he Internal 

R e v e n u e  Service for ruling letters, opinion 

letters, a n d  d e t e r m i n a t i o n  letters a n d  for 

similar requests.

(b) P r o g r a m  C r i t e r i a .—

(1) In  g e n e r a l .— T h e  fees c h a r g e d  u n d e r  

t h e  p r o g r a m  required b y  subsection (a)—

(A )  shall vary according to categories (or 

subcategories) estaalished b y  t h e  Secretary.

(B) shall be d e t e r m i n e d  after taking into 

a c c o u n t  t he average t i m e  for ( a n d  difficulty 

of) c o m p l y i n g  with requests in e a c h  c atego­

ry ( a n d  subcategory), a n d

(C) shall b e  payable in advance.

(2) E x e m p t i o n s , inc.— T h e  Secretary shall 

provide for s u c h  e x e m p t i o n s  ( a n d  r e d u c e d  

fees) u n d e r  s u c h  p r o g r a m  as h e  d e t e r m i n e s  

to be  appropriate.

(3) A v e r a g e  r n  r e q u i r e m e n t .— T h e  a v e r­

ag e  fee c h a r g e d  u n d e r  t h e  p r o g r a m  required 

b y  subsection (a) shall n o t  b e  less t h a n  t he 

a m o u n t  d e t e r m i n e d  u n d e r  th e  following

table:

C atego ry  A verage Fee
E m p l o y e e  plan ruling

a n d  o p i n i o n    5250

E x e m p t  organization

ruling...............   $350

E m p l o y e e  plan deter­

m i n a t i o n ..............  $300

E x e m p t  organization

d e t e rmination  $275

C h i e f  counsel ruling.  $200.

<c> A p p l i c a t i o n  o r  S e c t i o n .— S ubsection 

(a) shall app l y  w i t h  respect to requests 

m a d e  o n  or after th e  1st d a y  of t he s e c o n d  

c ale n d a r  m o n t h  be g i n n i n g  after t h e  d ate of 

t h e  e n a c t m e n t  of this A c t  a n d  before S e p ­

t e m b e r  30. 1990.

SEC. 10512. O C C U P A T I O N A L  T A X E S  R E L A T I N G  T O  
A L C O H O L  T O B A C C O .  A N D  FIREARMS.

(a) O c c u p a t i o n a l  T a x e 3 o n  D i s t i l l e d  

S p i r i t s  I>l a « t s , B o n o e d  W i n e  C e l l a r s . 

B r e w e r i e i . E t c .—

(1) D i s t i l l e d  s p i r i t s  p l a n t s , b o n d e d  w i n e

CELLARS, ETC.—
(A) In  g e n e r a l — P art II of s u b c h a p t e r  A

of c h a p t e r  51 (relating to distilled spirits, 

wines, a n d  beer) Is a m e n d e d  b y  Inserting 

before s u b p a r t  8  the following n e w  subpart:

1,1 Copy rr»d "IBSr, uid.".



DON YOUNG CONGRESSMAN FOR ALL ALASKA

M a r c h  3, 1 98 8

F O R  I M M E D I A T E  R E L E A S E

C O N T A C T :  S t e v e  H a n s e n  (202) 2 2 5 - 5 7 6 5

CONGRESSMAN YOUNG CO-SPONSORS BILL 
TO STOP UP-FRONT DIESEL FUEL EXCISE TAX PAYMENTS

W A S H I N G T O N ,  D. C.  - A l a s k a  C o n g r e s s m a n  D o n  Y o u n g  is 

s u p p o r t i n g  l e g i s l a t i o n  to p u t  a s t o p  to " t h e  n e e d l e s s  u p - f r o n t  

d i e s e l  t a x  p a y m e n t s  n o w  r e q u i r e d  b y  t h e  f e d e r a l  g o v e r n m e n t . ”

Y o u n g  is a c o - s p o n s o r  of  H.R.  3 8 6 5 ,  w h i c h  w i l l  r e v e r s e  t h e  

u p - f r o n t  p a y m e n t s  r e q u i r e d  u n d e r  l a s t  y e a r ' s  b u d g e t  

r e c o n c i l i a t i o n  act,
" T h e  c u r r e n t  la w r e q u i r e s  t h a t  w h o l e s a l e r s  r a t h e r  t h a n  

r e t a i l e r s  c o l l e c t  t h e  e x c i s e  t a x  on o f f - h i g h w a y  d i e s e l  u s e r s , "  

Y o u n g  s a i d .  " B e c a u s e  of t h i s ,  t h e  o f f - r o a d  d i e s e l  u s e r s  h a v e  to 

p a y  t h e  e x c i s e  tax u p - f r o n t  a n d  t h e n  a p p l y  f o r  a r e f u n d  a t  t h e  

e n d  o f  t h e  y e a r .  T h i s  is w r o n g  a n d  a d d s  a n  u n n e c e s s a r y  f i n a n c i a l  

b u r d e n  on A l a s k a ' s  d i e s e l  u s e r s ,
" B y  r e s c i n d i n g  t h i s  l a w ,  w e ' l l  g e t  r i d  of  the n e e d l e s s  

b u r e a u c r a t i c  re d  t a p e  a n d  p a p e r w o r k  n o w  r e q u i r e d  of A l a s k a ' s  

i n d u s t r i e s  a n d  s m a l l  b u s i n e s s m e n . "

Y o u n g  a d d e d  t h a t  t h e  n e w  b i l l  w o u l d  r e s t o r e  t h e  e x e m p t i o n  

t h a t  o f f - h i g h w a y  u s e r s  p r e s e n t l y  h a v e  w i t h o u t  a n y  u l t i m a t e  

r e d u c t i o n  in t h e  a m o u n t  o f  d i e s e l  f u e l  e x c i s e  t a x  c o l l e c t e d  b y  
t h e  g o v e r n m e n t .

" T h i s  n e w  l e g i s l a t i o n  w i l l  h e l p  s o l v e  t h e  p r o b l e m  f o r  

A l a s k a ' s  a g r i c u l t u r a l ,  t i m b e r ,  m a r i t i m e  a n d  f i s h i n g  i n d u s t r i e s  

a n d  a l l  o t h e r  u s e r s  of d i e s e l  fuel, In a d d i t i o n ,  oi l f i e l d  

r e f i n e r i e s  a n d  t h e i r  s u p p l i e r s  w i l l  b e n e f i t , "  Y o u n g  a d d e d .

" T h i s  is g o o d  l e g i s l a t i o n  for A l a s k a  a n d  I ' m  c o n f i d e n t  t h a t  

w e ' l l  b e s u c c e s s f u l  in g e t t i n g  t h i s  p a s s e d  b y  C o n g r e s s  a n d  s i g n e d  

by  th e P r e s i d e n t . "
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DON YOUNG CONGRESSMAN FOR ALL ALAS!

M a r c h  3, 1 9 8 8

F O R  I M M E D I A T E  R E L E A S E
C O N T A C T :  S t e v e  H a n s e n  (202) 2 2 5 - 5 7 6 5

CONGRESSMAN YOONG INTRODUCES SPORT FISHING, BOAT SAFETY BILL

W A S H I N G T O N ,  D. C.  - A l a s k a  C o n g r e s s m a n  D o n  Y o u n g  a n d  f o u r  

o t h e r  m e m b e r s  o f  t h e  M e r c h a n t  M a r i n e  a n d  F i s h e r i e s  C o m m i t t e e  

h a v e  i n t r o d u c e d  l e g i s l a t i o n  to p r o v i d e  f u n d s  f o r  r e c r e a t i o n a l  

b o a t  s a f e t y  p r o g r a m s  a n d  s p o r t  f i s h i n g  r e s t o r a t i o n .

Y o u n g  a l s o  s e r v e s  as V i c e  C h a i r m a n  o f  the S u b c o m m i t t e e  o n  

F i s h e r i e s  a n d  W i l d l i f e  C o n s e r v a t i o n  a n d  t h e  E n v i r o n m e n t ,  w h i c h  
w i l l  c o n s i d e r  t h e  r e a u t h o r i z a t i o n  b i l l .

" F o r  t h e  p a s t  s e v e r a l  y e a r s ,  o u r  n a t i o n ' s  b o a t e r s  a n d  

a n g l e r s  h a v e  c o n t r i b u t e d  to p r o g r a m s  t h r o u g h  e x c i s e  t a x e s  i m p o s e d  

on  m o t o r b o a t  f u e l  a n d  s p o r t  f i s h i n g  e q u i p m e n t , "  Y o u n g  s a i d .

" T h i s  b i l l  w i l l  e n s u r e  t h a t  t h o s e  f u n d s  c o n t i n u e  to be u s e d  f or  

t h e  p u r p o s e s  i n t e n d e d  b y  C o n g r e s s  - to p r o v i d e  for the 

e n h a n c e m e n t  of s p o r t  f i s h i n g  p r o g r a m s  a n d  b o a t i n g  s a f e t y  

p r o g r a m s .

" A l a s k a  h a s  b e e n  a m a j o r  b e n e f i c i a r y  of  t h e  s p o r t  f i s h  

r e s t o r a t i o n  f u n d s ,  h a v i n g  r e c e i v e d  o v e r  $7  m i l l i o n  in F i s c a l  Y e a r  

1 9 8 7  - t h e  m o s t  o f  a l l  50 s t a t e s , "  Y o u n g  a d d e d .  " A l a s k a  w o u l d  

r e c e i v e  a d d i t i o n a l  f u n d i n g  if t h e  s t a t e  w e r e  to p a r t i c i p a t e  in 

t h e  b o a t i n g  s a f e t y  p r o g r a m ,  a s  is n o w  b e i n g  c o n s i d e r e d  b y  the 
s t a t e  l e g i s l a t u r e . "

T h e  o t h e r  s p o n s o r s  of H . R .  3 9 1 8  a r e  C o n g r e s s m e n  W a l t e r  J o n e s  

( D - N . C . ) ,  R o b e r t  D a v i s  ( R - M i c h . ) ,  E a r l  H u t t o  ( D - F l a .), a n d  M a r i o  
B i a g g i  ( D - N . Y .).



DIESEL FUEL TAX

•• ™r1W r ^ f^ F ^ r '.,; • fw-■>■■■

S>y^c ̂ ' i  $

Jim Ramagli:’' called. The fees passed December 22nd a 15 cent 
tax on every gallon of diesel fuel sold... under Omnibus 
Eudget Reconciliation. Means fishermen will have to pay 15 
cents on every gallon (S of Ak, C of Kodiak, etc. included 
also) of fuel they purchase. Case by case exemptions apply.

Ramaglia is going to send what hard copy he has. 
ritfnVBtmwwmuaiwlfQKiia#i, make phone calls, whatever we can do
to help get rid of it or delay it for 6 months.
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Ab o f  A p r i l  1, 1988 the Federa l  Goverment  i s  changing the way
they c o l l e c t  the . 1 5  pe r  ga l l on  F e d e r a l  Exc ise Tax on d i e s e l  
f u e l .  I n  the pa s t  uses o f  d i e s e l  f u e l  f o r  F i s h i n g ,  Marine 
T r a n s p o r t a t i o n ,  Farming,  State Gov t .  and Loca l  Govt ,  were 
c o n s i d e r e d  exempt f rom Fede r a l  Tax so you  d i d  not have to  pay the 
t a x .
But the U .S .  Congress has changed the r u l e s  o f  the game. The new 
r u l e s  a r e  r e a l  s imp le .  EVERYBODY PAYS THE TAX a t  the time of  
p u r cha s e .  Then i f  you a re  a tax exempt u s e r  you car. app ly  f o r  a 
r e f u n d .

THE REFUND PROCESS:
F i s h i n g ,  Marine T r a n s p o r t a t i o n  etc. w i l l  be cons i de red  t a x  exempt 
use rs  so they  w i l l  be e l l i g a b l e  f o r  a r e f u nd .  Simpy s t a t e d ,  the 
r u l e s  f o r  a r e f und  a re  as f o l l ows :
1) I f  you pay more than $1 , 000 tax in  one c a l e nde r  q u a r t e r  you 
can a p p l y  f o r  a r e f und  a t  the end o f  t h e  q u a r t e r .  ( Th i s  l s  the 
tax on ap r o x  6700 g a l l o n s )
2) I f  you pay l e s s  than $1 , 000 in a q u a r t e r  you must wa i t  t i l l
the end o f  the y e a r  t o  app l y .
3) You c a n ' t  i n c l ud e  2 qua r te rs  t o g e t h e r  t o  come up wi th the 
$ 1 , 0 0 0  and appy b e f o r e  the end of the y e a r ,
Some o f  the s t i l l  u n r e s o l v ed  quest ions a re ?  How in  f a c t  you prove 
you a r e  t a x  exempt and how long do you  have to wa i t  t o  r ec i eve
your r e f u n d .  Remember you are " s t a n d i n g  in l i n e  wi th 52 s ta te
gove rnmen ts ,  8 0 , 0 0 0  C i t y  Governments, and who can gueSB how many 
o t h e r  F a rme r s ,  F i shermen and other t a x  exempt u s e r s  around the 
Un i ted  S t a t e s .
A l l  t h i s  adds up to  i n c r eas ed  costs and maybe the a b i l i t y  t o  stay 
in b u s i n e s s  in l e an  t imes o r  deve l op ing f i s h e r i e s .
80 WHAT CAN YOU DO ABOUT IT?The IRS  says the law has been l a i d  down by Congress and a l l  they 
do l s  e n f o r c e  i t ,  To change things Cong re ss  has t o  change the 
law. You need t o  l e t  ou r  r e p r e a e n a t i v e s  i n  Washington D.C. know 
how you f e e l .  The more peop le that  c o n t a c t  them the b e t t e r .
WHAT DO YOU WRITE YOUR REPRESENTITIVES ?
F i s h i n g  O r g a n i z a t i o n s ,  Govsrments, Fa rming Groups e t c .  w i l l  cover 
in d e t a i l  what the prob lems caused b y  the ta x  a r e ,  So a few 
s imp le  hand w r i t t e n  words from you w i l l  c a r r y  a l o t  o f  weight ,  
you d o n ' t  need to w r i t e  a big long l e t t e r .
I n  g e n e r a l  a S e n a t o r  o r  Congressman e q u a t e s  1 handwr i t t en  l e t t e r
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t o  400 p e r s o n  conce rned w i t h  an insue.  T h i s  r u l e  may n o t  c a r r y  
t h a t  much v /e igh t  in  A l a s k a ,  but your p e r s o n a l  comments a re  more 
impor tant  t h a n  j u s t  s i g n i n g  a p e t i t i o n  o r  hav ing y o u r  f i s h i n g
As so c i a t i o n  do a l l  the work .  When you w r i t e  these  p eop le  they
w i l l  answer y o u r  l e t t e r s ,
WHERE DO YOU WRITE?
Here are t h e  m a i l i n g  a d d r e s s .
SENATOR TED STEVENS 
522 HART BUILDING 
WASHINGTON D .C .  20510
CONGRESSMAN DON YOUNG
2331 RAYBURN HOUSE OFFICE BUILDING
WASHINGTON D .C .  20515
SENATOR FRANK M'JRKOWSKI 
739 HART BUILDING 
WASHINGTON D .C .  20510

■tob 11*1111111 Miming
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^IM M E D IA TE  ACTION REQUIRED ^ trrD a79" 'C T 988  ’3 ' ^ '

Dear Fellow Marketer:

One of PMAA's top p r io r it ies  over the last two years has been to clean up 
some of the mess created By Congress and the IRS when they changed the excise 
tax collection procedure on gasoline. We thought we hac made major progress 1n 
th is regard last October when the House of Representatives adopted the 
so-called "Pickle Amendment" which would have allowed marketers to continue to 
remit the federal gasoline excise tax d irectly  to the IRS based on the 
marketer's purchases at the wholesale rack.

Unfortunately, the Pickle Amendment and numerous other provisions Included 
1n the House b i l l  were victims of the White House-Congressional budget 
negotiations which included an agreement that only provisions which increase 
revenue to the federal government would be contained in the f ina l package.

At PMAA's recently completed Winter Board of Directors Meeting and 
Washington Legislative Rally, there was an extremely high level of 
Congressional concern. What started 18 months ago as a marketer problem, has 
now become a major Issue for farmers, highway contractors, state and local 
governments, gasohol blenders and ethanol manufacturers.

This increased interest in the issue provides PMAA with an opportunity to 
obtain substantive changes 1n the collection process, but we need, your help. 
You need to write your Congressman and Senators to alert them to the problems 
you face with the new collection process for gasoline and diesel fuel and urge 
immediate Congressional action on these problems. Secondly, you should write 
each cf your affected customers a le tte r  explaining the changes in the law and 
urging that they also write their federal legislators seeking changes.

Since that time the situation has gotten worse, not better. IRS has issued 
proposed regulations which confuse considerably the gasoline excise tax 
collection process, particularly  as i t  regards payment.of the tax on gasohol.
In addition, a provision which Congress overlooked 1n enacting the gasoline 
collection change has now been discovered which w il l  allow state and local 
governments, at the marketer's option, to purchase gasoline tax exempt. This 
provision, of course, gives our refiner-suppliers a considerable competitive 
advantage in serving those accounts. Final

. U n d e r tM ^ ro v m o n ^ R r m e r s a n ^ th e r  traditional 
oFf-road users w i l l  now be required to pay the tax and apply for a refund or 
tax credit.



SAMPLE LETTER TO FARMERS AND
QTM'w-TOiJ'inrrppRimrRs

Dear (Farmer* Contractor e tc .) :

As a valued customer, I must advise you of a change in the diesel fuel 
excise tax collection procedure Included as part of the Omnibus 8udget 
Reconciliation Act (P.L. 100 - 203). In the past you have been able to 
purchase diesel fuel from me for o ff road use without paying the 15.1 cent per 
gallon tax. Howeve*", under the provision of this new law, effective April 1, 
1988, you w i l l  be required to pay me the fu l l  amount of the tax and either 
apply later to the IRS for a refund or take a credit on your Income tax 
return. Home heating o il  is exempt from the tax.

The precise mechanism for obtaining your refund 1s unclear at this point. 
The IRS has said they w il l  issue proposed regulations in late February which, 
among other things, w il l  c la r i fy  the refund procedure. Cne procedure IRS may 
follow is to create a refund mechanism similar to that which some farmers now 
use who buy gasoline tax paid. This mechanism allows farmers to take a refund 
or credit fo r those gallons used for off-h1g’hway use. Once th is refund 
mechanism is announced, I w i l l  advise you how to take advantage of i t .

I recognize this dosen't make much sense, but when has Washington ever 
done anything that did? I would recommend, In response to th is , you do two 
things: F irs t ,  let our Congressmen and Senators 1n Washington know how
outraged you are by this action. Tell him or her how many dollars this means 
to you in a year (15.1 cents x the number of gallons of diesel fuel used for 
off-road use) and ask why the IRS should be allowed to hold your tax dollars 
for the ir use. Remember, th is provision 1s effective April 1 so i t  is
necessary you le t both U.S. Senators and Congressman _______  know your
views. My trade association 1n Washington, the Petroleum ’Marketers Association 
of America (PMAA), 1s working to change this law but they w i l l  only be able to 
do so i f  federal legislators hear from people cMrectly'affected by this change.

Secondly, 1n anticipation of the change, you may wish to stock up on 
diesel fuel prior to April 1. The law authorizes IRS to collect a floor stocks 
tax on all taxable gallons 1n inventory as of April 1, but i t  also allows IRS 
to exempt from that tax any gallons 1n Inventory which w i l l  be for off-road use 
and thus not subject to the tax.

Again, thank you fo r allowing us to serve you and, hopefully, by working 
together we w il l  get th is situation changed.

Sincerely,

Marketers Name
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MON., FEBRUARY 1, 1988 /

.-3 . LEGISLATIVE INFORMATION CENTER, K2DIi«L,,ffM̂ SKA
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UP THIS INFORMATION SOMETIME TODAY.

THANK YOU,
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2. Collection of diesel fuel and ''■ertain other motor fael* tax
aalea to retailers

U-'Prwnt law
The axdse taxw on diesel foal special motor, fuals,’arid riongaeo- 

Use aviation fuel generally are imposed on tha sale of the taxable 
fuel by a retail dealer to the ultima to consumer of the Riel Qtoc. 
4041). Under as exception, retail daalera m a y  elect to hava whole­
sale distr’butori collect and pay the diesel fuel tax whan the fuel is 
sold to the retailer. , , u . y  lo, •

House bill •* .... , t; •’ ,T u
The excise tax on* taxable fuels, which are defined as diesel fuel, 

taxable special fuels.,and nonga&oline aviation,fuais, is to be im- 
poeed on sale ‘of the .eels to any taxable fuel retailer. ... ...

4 ^iel*/other than g*r
   _________________________________  a motor vehi­
cle or motorboat,-. Non^aaoline aviation fuels means any liquid os 
which' tax wou|d be.Imposed if.solder use In. an ftircnA ii^non-

°° ^ecUon^wf thft1*wpiee tax on t^sali oHtny' °taxaljis' riisithy 
wholesale dealers is made mandatory for. ail salt* The provisions 
of present law permitting Ux-frye. sale* for certain exempt.pur- 
pceeaare'repealed,h - > />• .• *’ .. ;
A n y  taxable, fuel that.Is held.on January 1, 1988, by a dealer tor 

sale is subject to a floor stock* tax at. the rate applicant* under this 
section to that fuel. ' h ; ,  .1 . .p-h t n*-i!» m;
The jjroviidpnis effective on January,1,1988. , Vi.--; v— .T

$enaftfamendminl' “ ' *.
The'Senato amendment generally. ii* the same as the House 

with the following differences.
The Treasury Department it authorued to prescribe regulation* 

for purpose* of malting refunds or allowing credits of the non-gaso­
line fuels excise taxes. In addition, Treasury is authorised to re-

8uir« Information reporting and registration from such-persons in i* distribution chain of these fuels as is deemed necessary to pre­
vent evaeion of the tax. ■ J • *• •> ».-• •

The Senate amendment also requires that amount* equivalent to 
revanuee raised by the floor stocks taxes be transferred to the 
Highway Trust Fund or the Leaking Underground storage Tank 
(LUST) Trust Fund. .
, The provision is effective on January 1,198S, - <

O a n f t r e n c t  ag rp tm en t  . V  V.
The conference agreement generally follows the Hous* bill and 

the Senate amendment, but Include* several raodiflialjona. First 
toe to* on special motor fuels continues to he imposed at the retail 
lev at. in the case of the taxes on diesel fuel and aoagasolia* avia­
tion fuels, tax technically i* imposed on the sale (or earlier use) of 
a taxable fual by the producer thereof. The term producer is de­
fined, however, to induce wboleeale distributors and other inter­
mediate person* in thr chain o f  distribution of th* taxable Aid. All 
persons who are producer* of a taxable fuel must, register .with the
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Treasury Department'fahdjwtisfy such bonding r*quir%m«nt 
Treeoujy, -prescribe.' Therefor*; a ‘fmokawe dfartrffcu 
buy fuek without pawa'tnt of tax only upon satisfaction 
reguiretofrntA, • • •
' 'In general, like UwHfause bill and Senate amendment,'*!! 
jloos t»rmittd)<*i Exempt sals* bayotui the 'wholeealii lev*] inj' 
pealed. Tresoory is, Hwiver, given dkcfeticmnry authority, 
exempt from tax certain sales where the purchaser demonstrate* 
to the satisfaction of Treasury that the fuel will be used La a adjfc 
taxable use and also registers and poets such bond as Treasury may 
requ'v*. This authority ls to be exercised on a case-by-cew basis. 
B r . f i  } h g b  mayjse.exempted include (1) diesel fuel sold for u m  M  
njel in a dieed-powered bain, (2) aviation fuel.sold <br use as a fu< 
in an aircraft id commercial aviation, (8) taxable faels sold tof’iL 
dustrial use other than as a motor fuel, and (4) taxable fuel sold for 
exclusive use of any State, a political subdivision of a State, or the 
District of Columbia,*. As under the House bill and the Senate 
a m e n d m e n t  sales of fuel that Treasury determines is destined for 
use ss heating oil m a y  be mad* without'payment of’tex. All other 
exemptions from those taxes must be realised throiifh refund p p  
cedures following purchase of the fuels tax-jkid, ' , * <*■ .
• The conference agreement grants Treasury broad authority^' 
ensure compliance generally vrttK the pftmiricini'of the agreemen 
Specifically, Treasury may, in its discretion, require inwrmatlol 
reporting oy and registration of any person' in the distribution 
chain of any taxable fuel (including, o.g„ any distributor of frwl 
destined for use as heating oil), . ’ !;'*(
Theaa provisions of the conference agreement are effective on 

and after April 1, 1988, with a floor stocks tax being, imposed,^ 
was provided under the House bill and the Senate amendment on 
all persons holding nou'tax-paid fuels on April 1,1088.••*'

9, Extsnrion of termination date for ooal excise tat rate ' ,v

Pnm t \ 4  $
A  manufacturer1! axdse tax is imposed ow-tb* sale or use of c. 

meetioally mined ooal fay the producer (sec. 4121). Effective April 1 
1986, the tax rats was increased (by 10 percent) to 11.10 per ton of 
coal, from underground mine*, and 68 oasts ner ton of .coal, from 
surface minaa, bat not to axoeed 4.4 peroent of the salesTwice,

Unier present law, the tax rate la scheduled to revert to the pre* 
19C2 rate of 50 cents per ton on underground coal and 26 cento per 
ton on surface ooal (but not to exceed two percent of price) on the 
earlier of January 1,1996 or the first January 1 m  or which there 
is (1) no balance of repayable advance# from the general fund to
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i1 > Petro ' Marine Services
^  P.O.

A HARBOR ENTERPRISES COMPANY
Box 389 0 Seward, Alaska 99664 • (907) 224-3190

Ovj»Cf» M*»0O»

O)

February 04, 1988
tn 

to 00
cn)C Senator Frank H. Murkowski

5  ® United States Senate

-g w  709 Hart Building

^  g  Washington, D.C.

Dear Senator Frank:

, r It has cpme to my attention that Congress passed a Mid-

Distillates Fuel Tax Bill in the chaotic and waning hours of

December 22, 1987 as a~part of the overall U.S. Tax Reduction

Act. A close examination of the provisions of the Act have

raised serious concerns and accordingly I wish to bring them to

§ your attention,
oCO

w jo The Act states that a diesel fuel tax of $.151 per gallon is to

be levied on "any liquid suitable for use as a fuel in a diesel 

Z  £  highway vehicle or a diesel powered train (does not apply to fuel

2- for home heating use)". The key word here is "suitable"—

whether the product is used as such or not. The collection of 

the excise tax on the sale of any taxable fuel by wholesale 

dealers is made mandatory on al? sales. All tax free sales for 

certain exempt sales purposes are repealed. Wholesalers can buy 

diesel fuel for resale provided they are registered and have 

posted bonds as required by the Treasury.

£  Petro Marine Services is a marine-oriented fuel distributorship

n  with a majority of our customers being fishing industry related.

.2 to A recent review of our sales volumes reflect that less than one-

o ■v percent of our total diesel fuel gallons are taxable highway and
£  off-highway use fuel. Fronting this tax to the Tre^s ^ y ^ Kill

2  significantly increase J:he cost of doing business for our

customers by adversely affecting their cash flow and, of 

c onsequence, we dealers will be affected likewise. End-use 

consumers will not be able to apply for a refund of these taxes 

unless the amount of the tax withheld is over $1 , 0 0 0  in a 
quarter. Furthermore, consumers must wait until year end and 

apply the overpayment to their income tax return as stipulated in 

the Bill. The Treasury is not obligated to pay interest on the

0 g  refunds; thus, the collected amounts are, in essence, interest­'s $2 free loans to the government from marine fuel consumers, many of

1  5  whom are struggling to derive a living from an uncertain and
£ Ifi
a p
3  O  
q cn

undercapitalized fishing industry.

A Pioneer Alaskan Company Specializing in Petroleum Marketing to the Marine Industry.



In addition this tax will have a negative impact on domestic 

marine fuel suppliers as opposed to foreign bunkerers and 

processors many of w h o m  import their fuel and sell to U.S. flag 

vessels on the high-seas and within our Exclusive Economic Zone 

( E E Z ) . With the $.151 per gallon Federal Excise Tax plus the 

$.05 per gallon State of Alaska Marine Fuel Tax, it will be 

economically impossible to compete against foreign flag

operators. I air certain this was not the intent of Congress.

, »
One of the provisions in the law states that "the Treasury has

been given discretionary authority to exempt certain sales from 
tax where the purchaser satisfactorily demonstrates to the 

Treasury that the fuel will be consumed for use deemed non­

taxable in nature, that these parties must also register and post 

bonds as required by the Treasury". Let me assure you bonding 

requirements will only impose a further financial hardship on 

fuel distributorships some of whom are already faced with 

problems securing basic insurance needs. If indeed, the end-user 

is included in this Clause, we alone have several hundred

customers who would be required to register and post bond with

the Treasury in order to be deemed tax-exempt. This stipulation 

will be very cumbersome and difficult for all affected to comply 

with. The law further reads that the Treasury is expected to 

exercise their authority on a "case by case" basis. Inasmuch as 

our taxable highway use diesel fuel customer base is miniscule as 

compared to our predominate marine base, it seems reasonable to 

assume that an overwhelming amount of time and effort will be 

consumed by the Treasury in rendering these assessments. Under 

the aforementioned circumstances it would seem that a blanket 

w aiver would be a viable alternative for marine oriented fuel 

distributors such as ourselves.

Without question the Mid-Distillate Fuel Tax Bill in its present 

form represents ill-conceived legislation. As a company, Petro 

Marine Services has consistently supported reasonable regulation 

at all levels of government; however, this particular Bill serves 

only to finance and broaden Federal bureaucracy at the expense of 

fuel dealers and end-use consumers. In view of this fact I 

respectfully urge that immediate consideration be • given to 

amending those provisions in the Bill which are not applicable to 

highway diesel fuel use.

i n c e r e l y ,

Dale R. Lindsey, President 

H ARBOR ENTERPRISES, INC.
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C l i f f  1
Here are some ideas for a resolution, please excuse the spellinq 
and grammer. I appreciate you getting this done it's very 
important to the economy of Kodiak aand Coastal Alaska, the whole 
state for that matter,
Jim Ramaglia 
486-3245 (work)
486-4247 (home)

RESOLUTION OF THE ALASKA STATE LEGISLATURE HEGUARDING THE 
IMPOSITION OF THE FEDERAL EXCISE TAX ON DIESEL FUEL FOR TAX 
EXEMPT USERS

POSSIBLE WHEREAS'S

•Diesel fuel is vital to industry in Alaska.

*Much if not all of the Diesel Fuel Used for; Commerical Fishing, 
Marine Transportation, Timber, Minning, farming, ranching, Rural 
Electrical Generation, State Govt, and Local govt.. Is used for 
"off road" uses and therefore is tax exempt.

•All the diesel used for Commerical Fishing and Marine 
Transportation is Tax Exempt.

•Much of the employment in Alaska depends on these industrys.

•The added expense of this tax will stiefel new growth in 
Fisheries such as groundfish, and make fishing in poor years 
unprofitable.

•Many of the Commer:lc«i). Fishing, Minning, Timber, Farming, and 
ranching operations in the State are small underfiananced 
ventures operating on very slim profit margins the added expense 
of this tax will cause business failures.

•The cost of living and doing business in Alaska are much higher 
than the rest of the United States. The added expense of this tax 
will be extremely burdensome.

•Many necessary business expences will have to be delayed so the 
governemt can collect its tax. These include maintenance of 
equipment, replacement of worn out equipment.

• Haintence and replacement survival equipment on fishing 
vessels, may have to be delayed so the vessel operator can pay 
the excise tax on a fuel use which is "tax exempt", (there may be 
a better way to state this.

Possible now therfore be it resolveds
The Alaska State Legislature asks that the U.S. Congress and 
Senate restore the "UP FRONT" exemption from Diesel Fuel Tax for 
tax exempt uses such ast Commerical Fishing, Marine 
Transportation, Farming, Ranchinq, Mining, Timber industry, and 
other Tax exempt uses.
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N A T I O N A L  FISHERIES INSTITUTE, INC.

20(10 M STREET.  N.W., STE.  580 ■ WASHINGTON.  D C. 20036 ■ (202; 296-5090

February 12, 1988

TAX ALERT 

ACTION REQUESTED 

NFI VESSEL OPERATORS

Vessel operators should be aware that as of April 1, 1988:

o The up-front exemption from federal excise taxes will
be repealed for diesel fuel purchased by fishery
vessels,

o Diesel fuel used for vessels will continue to be
nontaxable, but operators will be required to pay a
15.1 cents per gallon tax when purchasing fuel, then 
apply to the Treasury Department on a quarterly basis 
for a refund,

NFI is asking Congress to restore the up-front exemption for 
our industry. You â re urged to contact your_ Senators and 
Representatives and" urge them to spo'nsor'~Teqrelation" to permit 
tax-free 9 ales of diesel fuel for fishery vessels.

BACKGROUND

A provision in the 1987 Budget Reconciliation Act passed in 
December requires federal excise taxes on diesel fuel to be 
collected at the wholesale level and repeals exempt sales beyond 
the wholesale level, except in four circumstances:

o diesel fuel sold for use as a fuel in a diesel-powered 
train?

o commercial aviation fuel?
o taxable fuel sold for industrial use other than as a 

motor fuel; and.
o taxable fuel sold for use by a state or a political 

subdivision of a state.

These exemptions are not across-the-board? rather, they will 
have to be obtained on a case-by-case basis by each company.
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All other current exemptions from the diesel fuels tax,, 
including those for farmers, fishermen and other off-highway 
business use, have been eliminated. Instead, non-taxable uses 
will bo taxed at time of purchase and refunds made pursuant to 
applications filed to document the non-taxable use. Although the 
regulations implementing this change have not been finalized, the 
Treasury Department indicates that they expect to use a quarterly 
refund process for amounts in excess of $ 1 , 0 0 0  which is similar 
to the existing refund process for non-taxable gasoline and 
diesel fuel uses. All refunds less than $1,000 per quarter will 
be handled annually.

The changes that were enacted had the objective of deterring 
tax-evasion schemes which are estimated to cost the Highway Trust 
Fund several hundred million dollars in lost revenues annually. 
However, the repeal of the exemption will place a heavy cash-flow 
burden on the seafood industry, which has legitimate tax exempt 
uses.

IMPACT

This law becomes effective April 1. 
companies includes:

The impact on fishery

o
o and paperwork to enable 

a yet-tc-be established

added cost for fuel; 
additional recordkeeping 
recovery of funds through 
refund procedure; and
loss of the time value of the funds paid for fuel 
(which may be substantial as federal officials 
swamped in an avalanche of refund requests).

tax
are

LEGISLATIVE ACTIVITY

Several bills have been introduced. Four would restore the 
exemption for farmers only. These are:

o H.R. 3850 sponsored by Congressman jontz (D-IN)
o H.R. 3844 sponsored by Congressman Daub (R-NE)
o H.R. 3881 sponsored by Congresswoman Smith (R-NE)
o S. 2003 sponsored by Senator Gramm (R-TX)

Two bills would restore exemptions for all off-highway uses 
including vessel operations. These are;

o H.R. 3865 sponsored by Congressman Combest (R-TX)
o H.R. 3866 sponsored by Congressman De la Garza (D-TX)
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The key committees which will consider this matter are

SENATE FINANCE COMMITTEE

Lloyd Bentsen, Tex., 
Chairman 

Spark M. Matsunaga, HI 
Daniel P. Moynihan, N.Y.
Max Baucus, Mont.
David L. Boren, Okla.
Bill Bradley, N.J.
George J. Mitchell, ME 
David Pryor, Ark.
Donald W. Riegle, Jr., Mich, 
John D. Rockefeller IV,W.Va, 
Thomas A. Daschle, S.D.

Bob Packwood, Ore.,
Banking Minority Member 

Robert Dole, Kan.
William V. Roth, Jr. Del, 
John C. Danforth, Mo.
John H. Chafee, R.l.
John Heinz, pa.
Malcolm Wallop, Wyo,
David Durenberger, Minn. 
William L. Armstrong, Colo,

HOUSE WAYS AND MEANS COMMITTEE

Dan Rostenkowski, 111.
Chairman 

Sam M, Gibbons, Fla. 
J.J. Pickle, TX 
Charles B. Rangel, NY 
Fortney H. (Pete) Stark 
Andrew Jacobs,Jr., Ind, 
Harold E. Ford, Tenn,
Ed Jenkins, Ga,
Richard A, Gephardt, Mo 
Thomas J. Downey, N.Y. 
Frank J. Guarini, N.J.

MAJORITY MEMBERS

Marty Russo. 111.
Donald J. Pease, Ohio 
Robert T. Matsui, CA.
Beryl F. Anthony, Jr. Ark, 
Ronnie G. Flippo, Ala,

, CA Byron L. Dorgan, N.D,
Barbara B. Kennelly, CT. 
Brian Donnelly, Mass, 
William J. Coyne, Pa.

, Michael A. Andrews, TX,
Sander M, Levin, Mich.
Jim Moody, Wia.

MINORITY MEMBERS

John J. Duncan, Tenn,
Ranking Minority Member

•Bill Archer, Tex.
Guy Vander Jagt, Mich 
Philip M, Crane, II.
Bill Frenzel, Minn.
Richard T, Schulze, Pa.

. Willis D. Gradison,Jr, Ohio 
William M. Thomas, Calif. 
Raymond j, McGrath, N.Y.
Hal Daub, Neb.
Judd Gregg, N.H.
Kank Brown, Cole,
Rod Chandler, Wash,
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MEMORANDUM

TO: Representative Adelheid Herrmann 
Co-Chair, House Resources Committee

FROM Deborah L. Greenberg 
Professional Assistant

DATE March 8 , 1988

SUBJECT: Purpose of HJR 6 8/Diesel Fuel Tax

As I understand it, "HJR 68 Urging Congress to restore the 
exemption from the federal excise tax on taxable fuels for 
certain diesel fuel users" does the following:

1) There used to be a federal tax-exemption for off-road 
users when they purchased diesel fuel. (Phis applied to 
commercial fishermen, timber, mining, and other 
operators).

2) When the operators bought diesel they didn't pay the
tax. f

3) Effective April 1, 1988 the federal government is |j
requiring that these operators pay the tax, and then
file paperwork to get a refund. r:

4) Many fishermen and others are upset because they say it 
will increase their costs of doing Business to have to 
go through record keeping an paperwork of filing an 
exemption.

5) So the resolution is asking that it goes back to the way 
it was where they don't pay the tax at the pump.
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( / d t i l u A ?  < L r V > ^ ,
Chairman's signature

R e s o u r c e s
Urging Congress to restore the exemption from the federal 
taxable fuels for .certain diesel fuel users.

RECOMMENDS:

[ ̂ '] replace with f  ^

[ ] attached amendment(s)

* do pass 

do not pass 

no recommendation 

individual recommendations 

additional referral to the

[ - ]̂ the same title 

[ ] a new title

Committee

ADOPTS: letter of intent

ATTACHES NEW FISCAL NOTE(s): 

[ ] fiscal impact

[ ] zero fiscal note

[ ] zero with analysis

SIGNING DO PASS:

[y1 di

] same as previous fiscal note 

published ______________________

] same as previous zero fiscal 

note published ________________

SIGNING OTHER RECOMMENDATIONS:



H O U S E  O F  R E P R E S E N T A T I V E S  
Box V, Juneau, Alaska 99811 

(907)465-2487 • 465-2498

REPRESENTATIVE CLIFF DAVIDSON District Tl Box 746, Kodiak, Alaska 99615

MEMORANDUM

TO: Members of the Resources Committee

FROM: Representative David

DATE: March 1, 1988

SUBJECT: Committee legislation

I ask your support in passing a resolution by the Resources 
Committee.

This resolution requests Congress to preserve the way they 
collect the fifteen cent per gallon federal excise tax on 
diesel fuel.

Under legislation passed last December, tax exempt categories 
must first pay the tax, and apply for a refund later. Under 
current practice, these tax exempt categories do not pay the 
tax at all.

While still technically exempt, the way the federal government 
will collect this tax unnecessarily raises the cost of doing 
business for many Alaskans. It will restrict their cash flow, 
increase paperwork and is essentially an interest free loan to 
the government.

This resolution asks Congress to reinstate the current 
practice and repeal the proposed changes, which take effect 
April 1, 1988.


