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Cordova Dally TImoa—Monday, August 1, 1938

OFFICIALS SPEAK

ONCHANGINGCI
njtw Wy

e*j— _ e

Dr. Oneilnff And Set Taylor

Brought Zara Saturday v
Ter Moating

Praaldeol ItuiiD'ot the chamber
or commA”rrt, Id Introducing Dr.; Env-
*it Orueoftig at h« apecUl meeting
o( tba chamber bald Saturday, elated
Ih»t ba bail dlecuiied at length
maor mattem pertaining to lb« wel-
fare or Alaaba. *1 can bonnily tax
that | ballara we bare, la Dr. Omen-
ing. a »rnoara friend, ene who baa
tba rulara ol Alaafca at' heart and
oca who will (It* ooa ’hundred par
canl backlog to any propoettloa that
baa merit,” aald Mr. Kanaen.

Saturday*! taaatlag waa an opan
forum chat wlU Dr. Oruining and
lka P. Taylor regarding tba varloaa
pbaaaa oi converting Iba roadbad ot
tba Coppar Rlrar.* NorUweeler*
railway oto a gorernmeat highway
wbao tba rallrtad la abandoned. Dr.
Oniaolog. Ur. Taylor and Mr. Kan*
aan bad Jual returned from Xenae-
eotl by apaadar. a trip which van
Ukan tor the banaUt ad glrlag Dr.
Orueolog llrel band knowladga ot
Iba railroad and the’ country which
It traranaa.

In oommeatlag on Iba propoaal. Dr.
Omening aald that tba Interior da-
pariraaat, ot whictt bta olllea la «
aeb-depertmeat, waa graatly die-
Iraaiad at Iba nawa ot tha ctoalag of
the grant Kaaneoott mlnaa: that they
atao mailed that tba oaaatag ¢( op-
eration! ot tha railroad vilh lie 100
o 100 employee and a monthly pay
roll ot 110.000 to, 110,000 U not only
a aarloua .blow to tha town bacaaia
‘ot Iba decmneed roienWye kufatab
.to the territory bwcVWyin of‘iWlaa*
emoing O I.Ifda”l aeiln.;:~. ">
* -l-oaaaot rqqkf epy.dpa”paif
at tkla alata regarding Iba c«arV*IoQ
at the railroad bad Into a highway*
aald Dr.. Onenlag. TTherw am aa
tuny taotora Involved that a oartfnl
.mdr would bb»o,u.*p~dtad U,j
propoaal" , , , I .

la «ba nmt pUee.i’/he eelA.UI* (*t
pcrtndantbaa >a Man fC .Wb"l I>e
attUndw it, tba Keeaeoott _
awmMd be toward .diepoeleg Ot tha
roadbad. Swab .i. yrojeet. weuM* oW
Urolra iba :eppiwprtaltou ad .THV
iaeaa Ot moaay by oougreae. araa.ny

dar .the.moat
gitw-. -hWrb .wV UW W f

“n t
*eiee-w b —mnab  @—iw—tr. 1Ib

bring lit*

.tbla coonactlon’ pololad out that
ilf tba papp’q bam would t>btafh',ii
Appropriation,, from lhe'felV ftortariip.
lalatum It would pbow that tha'teS
rllory Itaalt waa feaickiag Ibr pro-
poewi and would bara a tramaodoua
attact on tba coogrwan.

A point In faror of tba converulon
which haa bean aomawbat overt
luokad In tba paat. waa advanced by
Dr. Omening when ba ita:*d that tbha
lima la not far dlalant when thou-
aaoda ot touileln wit) ba coming to
Alaaka lo gat ont fnlo tba opaa and
rub elbow* with our wloonlalaa and
other icentq wondeni Ha aald tbat
be bad bean graatly. tmpreeaed by
tba acaalo foaatbllltlaa. af tha rail-
road bait and hollared It offered
field for. toorial ‘development. Thla,
however, would takg Itoo and
ay, If. ba raid, tha railroad warn to
oparat‘aanotbar tan ywem, and than
oeaea operation, the towriat . angle
would be m trumruuoca argwmaat In
taror of tba convtnlo&t ,.:,J

Bluing irom tba pnctlcal'alaad-
point.. Ika Taylor," ohlaf, engineer of
lke road oommle*fett,v pointed *ont
that the ..problem of tnalrKeoaaee
would be a.btg ooa and fhat tbha orlg.
Inal‘conilructlon.Wowld be.no mail
item. He eetlaaled that Iba ooat of
prbpwiiag ' tba roadbed for travel
after mflt 'bog llea warn removed
would amount, to,-a i minimum ' of
H.*«c'paV* »ita."t -V; o
' MK TuytU- alad potnted oui-that
there war 'manyother noomiulllae
In tba territory 'hat bad bean watt-
ing for ywari for roada and ba doubt-
ed ewhether- tha, road mebmmUatou
would coonldor the,ecuvaralow pro-
poaal it all -nawr—:V- o %

* Oeorga MaDowaM, Dr. W. H. Obaee.
Walter Hodges Senator Ur"natla dad
where' praaaatag to Dr. Otamlag
nag Mr. -Taylor a- eotnptata’ ptotkre
0; what rush a road would maaai to
Ibla dUtrtef, labcrging that the high-
way would furatek an'kftieMfil fcaaag
of ablpplaglio abd'froua fhrtatfMor.
that. Uawyorfrnpautl kaada-t and
thdin-bari'eaora thaa tea* p>ad'tnia
IkdW e”U A *hiithyay.vvuld

toyW N * Ik« *taL high*/'SHteraV
laal* b*iaUdV U4J,tir.i; *ujl''u,

iutriaf eeat’0C"OetA)T<" toildded .'an
i faeaf’m.teSVpidarr~altaa ~rhiak

. — 2

o — * U

or maty ream hie provided' W par
nnt ol tba ravwmaa for onrrrlag aa
arvitorlal fasaOoaa, that Ua ro*4
rowld -tratataa a bait wbtob‘aoald
rail ba auda a BAttomAl part, that
klattlaa, walargrada roadbed which
oat I1T.NMOO Id baltd oould ba
mad by Ua a*b*adttarw of a pm -
wmttraly ‘UalgmiXlaanl ****e'm . -
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IRON TRAILENDS

21-YEAR CAREER;
LAST TRAINTN

Railroad Serving Kenuocott
Minei Cobjei Oporationa
After Colorful Period

The last (rain arar-to nin-V.r
iba Copfirr Rivir A Northwestern

railway arrlrad 10 Oordova_ibis aftar-
notni. ‘Tlia famous "lron Trail" and
ihr equally famous Ksoneeoti Cop-

par Corporation mines wblcb It baa

a»ivod S0 faithfully “for ~mor*than
«1 years bays quit a Ufa of Intense
acilyliy and bars entered upon that
inert .1.1. know, as past history.

Few are tha paracaa who could’
review lha ramarkabla bUtory of
these famous lotllluiloaa without *
tings nf sadnsia at Utslr
Hooka could bt writtsa- ,r\nd Indtt
hay. !Jean wrltten—gase pdn trba
maoy unusual aspects of rail-
road and Us building.

Tha growth of lhaaa great enter
pilses dates back to 1100 whan ai
parly of proapaclora, camped at lha
Ikit of tha Keanecolt Oltcla. mor-
isinr, saw lha outcropping of ora
m-ar lha top of lha.mountain that
i.nams the "Olory Hole” of lha fam-
nua Kenoeeolt coppar mine.

Ths man who financed Iha Copper
Hirer A Northwaalara railway were
M (Juggenbelm Boas and J. I'larpunt
Morgan, who with thalr friends had
funned a working combination known
aa iht Alaska Syndicate and whose
flral purchase was that of Iba Don-
ansa mines under Iba ownership of
ihe Kennecott Mined company for a

cunelderelloa of 11000000 Tbls
eiiiiililna wsa concerned about Iha
m-isaelly of Il-ullding a railroad to

ri-m-h lie properly and also to open
mi alist was considered a rich min-

eml ball running to tha forth and
smith nf iba CMiinl"TtrtWn'*Ind
mitl.rr mors.

Other concerns bad) bean probing
Lil.i ilio l|i-iaslulllllaa of.railroad build-
ing In Ilia Ilileilor of'.Alaska and a
im-d ul|i the Oippar rlrer was talked
alaml as early aa 1*41: a company
see formed hat lack.of money soon
prompted tba abandonment of Ilha
lim)ect. In tba earna year a ayndl
isia af Haw York and I'enaaylrsnla
iapllallslo seeds a surrey from Valdas
through  Keystone  CSSyen near

closing.i

Morgan. who wlih their friends had
formed s working combination knows

ua ihs Misaks Syndicate sod wbOh*
rtml purchase waa that of the Don-
mis mlnst unwor th» ownership of
ehr- Krnnsrolt MlInss company for a
Idrrsllon of 11,000,004. Thla
"™miMne w»i concerned shout tbs
_realty of 12-ulldlng s rsllrosd Ilo
nuth Ms property sod also to op«n
nfi » hat was considered a rich win-
eml ball running to thbenorlh”~and
siti k
nii.ir rltert.

mhrr mnccraa had) bnan probing
~(milio ii'italollttlaa of,railroad build-
ms In Ilia tntaifor of Alaska sod a
iiNid up tha ijnpper rhar was talked
iuiiit as tally as 1MI: a company

,om rd Uut Uck of moB»Ir *oon
**e abandonmanl of lha
In tba asms ysar a ayndl—

York and PanntyWanla
, ,I*1,*te made a aurvey from Valdes

h HU*h Ke stone .cangon og/er
hllmpaoo pas il oppar

(Vnu; ,hfB 40WB 10 Chlllna and up
(¢ ~ fl<i #f |M Ula,

tulltd ft er?IINB'ﬂé by ibis rottli ﬂr‘?
.uryayi
.ots.lly did work

fmijacL

1*'*

KtUlu IBd

frfttn

AW r u.B»
o lolo of J. /.
trador, tba moat feasible
inula to tha Tsnana yallay and the b

-nplier MiReral Balt was from Cor- It
eInva and up tba Coppar rlrer. During |
ih* latter part of 1108, both Mr.I
||ft ,Bd UtmOal Marcblnaon dld

ca mslve

ibis lloe. After acquiring termmal|

griundc at Cordova and certain
lights up g,he Copper rleer,
licnay secumd floanelal asalstsnca
iinj formed lha Coppar River rail-
insd. « Ha cotnmeurad construction
i-f a road lo 1101. Ms built a ymall
wharf vlilh a treslia approach at
Cordova, graded five miles and laid
four'mllaa of trach.

In 1tOt, Engineer 3f. K.Rogers,
nf thn Alaska Syndicate Had derided
that Ibe chiapest routs was by way |
uf Valdes nnd startsd to build froms
thsro. Thu difficulties of gsltlog,
through the canyon soon brought,
discouragement, however..About Ihlir
lima tba valuable coal deposits at-
Kaialla draw tba attention of that
syndicate and they decided lo sue-,
pend ths Valdes project and hulld,

from Kaialla. Active work was alert-1

nil to tba spring of 1101. efforts lo.
ronsiract a breakwater and secure-
a suitable harbor mat wllh.un tfa-
fnrlory raaulta *after trestles had.
been built, 10 mllaa of ceding dona,
and eight mllaa of 'traok laid.

In Jana, SPOT, the syndicate aa-,
cured the aanrkaa of E. a Hawkins,-
formerly oklef augtaaa/.of tha White
Fee# A Yukoa "mflroed. "He U Ifl «,
survey, of all projacta ssf DoaDy
decided that>pordbr* rffavalf -|66va
advaatagea than .an/.other.”polal.

Mr. -
njnuinbnra many workers who havaj

Iron Trail End
27-Year Career,
Last Train

(Costlouad troa Page 1) @
kina' decision and purchased' lha
proparty and rights of Mr. Hsaey,
who'waa given tha cootract for build-I
Ing tha railroad which was banoa-'i
forth known as Iba Coppar River A,
Northwesters ratloay.

Worn Ibal was started tha build-
Ing of wbal has beau said by many
groat anglaaara lo b« one of tba moat.
|,unique and difficult Jobs of railroad '
hulMInr In tha annals of railroadl
construction -on ’be North Americas'
continent. For nearly 1ft yaarg men*
numbering Into tba thousands, from'
tko highest official to tha labo.»r»-
who shoealad mud of gnow, gayni
the bast that was In: tbanf. At ttmsa
more than 1,000 man warn employed.'

Ai 1:10 p. m. on Wednesday, |
March It, 1111, Iba "“copper spike"»
was driven at lhs Kennecott mtne.l
IIf mllaa from Cordova, announcing!
lo iba world tbha completion of tba
great project. Early In April .thn flral
tralnload of oopper are alaamad Into
Cordova sad lo tha tanulnun at tba
Ocean wharf. Since that lima more
than half ~ billion dollars worth of
coppar baa bean axtraclad from the
mines.

It has bean estimated that more

In!

Ih* syndicate In surveys, purchase**
and cnnatrueilan of Iha railroad

Tha Copper nivar A Norlhwaslartt

,honn In Ila employ for a long period .
Inf years. Among those who era still,
In service (according to lha moat.
reliable Information oblslnslils) who
were working when tha (sllroad was
completed In March. Ill'l, and lha
positions they occupy at praaenl, are: j

Adrian Carlson, trackwalker; John.
D*y, locomotive engineer: R. J. Da-*
I"o. assistant superintendent; Archie
Field. electrician; Wm. Hayes,'
wharf watchman; Arthur Hnll, loco-1
motive engineer; Henry Huffman,*
track walker; (> luirsnn. conduc-'
lor; Fred L-uppy, roadinsslor; Qso.-«
Arnll, conductor, and John VlInqulst.)
bridge foreman,

Ibil*xi, Hoffman, Uippy Altii Rrnll |
wrrn present si thn driving nf tha'
"copper aplke."”

Thn flral  mekirnl nflirlala  Int
charge of the operation nf lha rall-i
road ware; Ki llawklIna, chief -it-
glneer: J, R. Van Clcve. euperln-i
irndnnt; Il. J. Derry, gnna.-al freight
and paeaanger ngant; W. J. Ford.,
nudltnr; 1. W. Young, storekeeper.,
and fk Wurnicke, dlvlabm anglurer.

F. A. llanenn, present superintend-
ant uf thn rued, has In-on here alncu
Aprill. ivid.iahd J. V. Lydlek. Iha

ml av 1 fli
JdJflur

L.



AGREEMENT OF COMPROMISE AND SETTLEMENT
~N(Copper River _lighwaiy)

This agreement is enter d into by the following par-
ties, through their respective authorized representatives and/or.
attorneys:

-&LASKA CONSERVATION SOCIETY, a nonprofit corporation,
and SIEFRA CLUB, a nonprofit corporation thereinafter referred
to as "PLAINTIFFS™); *

STATE OF ALASKA, DEPARTMENT OF HIGHWAYS, (hereinafter
_referred to as “STATE DEFENDANT™); and
I UNITED STATES DEPARTMENT OF TRANSPORTATION, FEDERAL
HIGHWAY ADMINISTRATION, and UNITED STATES* DEPARTMENT"OF*THE * ~ ~
INTERIOR (hereinafter referred to as "FEDERAL DEFENDANTS™).

TQis agreement shall take effect upon its execution by
all parf}es tB the agreement.

BECITALSi - .
A There 1is pending in the United States District
Court for the District of Alaska an action entitled "Alaska Con-
servation Society and Sierra Club, Plaintiffs, v. William T.
Coleman, Individually and as Secretary of Transportation, et, al .,
Defendants”™ (No A-73-33), in which PLAINTIFFS seek.declaratory -
and injunctive relief against STATE DEFENDANT and FEDERAL DEFEN-
"DANTS with respect to further construction of the Copper River
Highway. Reference i1s made to the amended complaint and other

- 4

pleadings on file in said action for further description of the



action.
. .o t

B. There is also pending in the United States Court
of Appeals for the Ninth Circuit an interlocutory appeal by
PLAINTIFFS (No. 73-2576) from the denial of a preliminary in- =
junction against further construction of the Copper River High-
way by the District Court in the above-referenced action. "Said
appeal has not been- fully briefed or argued and no decision.has.
been entered therein. *

C. On September 17, 1973, the United States Court of
Appeals for the Ninth Circuit granted an injunction pending
appeal against further construction of the Copper River Highway.
dn September 4, 1974, the terms of said injunction were modified
by a further order of said Court of Appeals. Said injunction,
as modified, 1is in effect at the present time and imposes sig-
nificant restraints upon further construction of the Copper
mRiver Highway. Reference ;s made to the orders ofl;ﬂm Un#ted
States Court of Appeals entered on September 17, 1973 and
September 4, 1974 and to ether papers on file In said appealfor
the axact terms of said injunction. oo

D. Prior to the filing of. the above-referenced action,
STATE DEFENDANT had completed reconstruction of the Copper River
Highway, subsequent to the Alaska earthquake of March 27, 1964,

in a manner which permitted public traffic to approximately

milepost 33 of said Highway.

E. STATE DEFENDANT is presently eligible for federal

emergency relief funds under 23 U.S.C. 8125 for further recon-

»

atruction of portions of the Copper River Highway damaged or



destroyed by the Alaska earthquake of March 27, 1964. If said
funds are not promptly utilized by STATE DEFI NDANT for such

reconstruction, the funds may become unavailable for use by

STATE DEFENDANT.

«

PLAINTIFFS are prepared to withdraw their objec-

tions to the construction or reconstruction of the Copper River ,
Highw?y by STATE DEFENDANT as far as milepqst-49, provided.that
all the terms and conditions of this agreement are fulfilled.1
STATE DEFENDANT and FEDERAL DEFENDANTS are prepared to fulTfill
such.te(ms and conditions. ‘

G. «PLAINTIFFS, STATE DEFENDANT and FEDERAL DEFENDANTS

desire to compromise and settle the above-entitled action and

the interlocutory appeal therein upon the terms and conditions

set forth in this agreement. - - .-

NOW, THEREFORE, THE PARTIES HEREBY AGREE AS FOLLOWS:

1. PLAINTIFFS will not object through legal action or
otherwise to the construction or reconstruction (hereinafter
*construction'™) by STATE DEFENDANT of the Copper River Highwax
to milepost 49, at the south end of the Million Dollar Bridge,
to standards not exceediné those for fe&eral-aid second;ry high-
ways. In planning and carrying out such construction, STATE
DEFENDANT will cooperate with the Alaska Department of Fish
and Game and all other federal and state agencies having respon-
sibility for management of the Copper Delta Game Management Area
and will endeavor to accomplish such construction in a manner

which minimizes environmental damage to the Copper River Delta

0
and the said Management Area. Plaintiffs expressly reserve



any lawful objections and/or rights of legal action they may
have*with res%ect to construction of the Copper River Highway*
beyond milepost 49. _
2. Except as set forth in paragraph 3 of this
ment below, STATE DEFENDANT and FEDERAL DEFENDANTS will not en-
gage iIn. any construction of the Copper River Highway beyond
milepost 49 prior to whichever of the following shall first occur:
(@ December 18, 1978; or
() final legislative action by the United
States Congress pursuant to the Alaska
Native Claims Settlement Act of 1971 to
determine the public lands status of all
lands along the proposed route of the
Copper River Highway which have been with-
drawn by FEDERAE-DEFENDANT UNITED STATES
DEPARTMENT OF THE INTERIOR pursuant to
eSection 17 () @ (A) of sai.d Act. Any
legislative action by the Congress shall - e
not be considered final unless and until
it is approved by the President of the
United States or becomes law without the
President’s approval
During the time period provided for iIn this paragraph, STATE
DEFENDANT will close the Copper River Highway to all public traf-
fic beyond milepost 49 by means of a barrier at the south end of
the Million Dollar Bridge sufficient to prevent unauthorized use

»

of the Bridge.

agre



3. PLAINTIFFS will not object through legal action or
otherwise to such restoration of, or repairs to, the Million
Dollar Bridge as may be necessary: (@ to prevent further
structural damage, to the Bridge from causes other than the use
of said Bridge by public traffic, or () to enable STATE
DEFENDANT to use the Bridge as a means of access to and from
STATE DEFENDANT"S existing maintenance camp located at mile-
post 52 of the Copper River Highway in connection with the con-
struct.*n to milepost 49 described iIn paragraph 1 above. PLAIN-
TIFFS expressly reserve any lawful objections and/or rights of
legal action they may have with respect to restoration or re-
construction, of the Million Dollar Bridge for the purpose of
carrying public traffic on the Copper River Highway.

4. During the time Qeriodlprovided"forTn‘parigfaph"?"'

*

above, STATE DEFENDANT will close the "Chitina local access

road”™ which proceeds south from Chitina- along the-Copper River
to all traffi%_beyogd O"Brien Creek, located approximately five
miles south of ghitina. The closure will be effected by meang.of
a barrier sufficient to prevent unauthorized use of the road.
Public use of the campground located at O"Brien Creek will be
permitted. 7 -
soon as funding can be obtained, and during the
time period provided for i1n paragraph 2 above, STATE DEFENDANT
will conduct a regional transportation study of the Prince
William Sound area and surface transportation routes to the .
Gnterior of Alaska. "he study will consider and compare all

reasonable alternative methods of transportation within said

region, 1including the Copper River Highway and the Marine



«

Highway System. The study will be released to the general public
when completed.

6. As«soon as possible and during the time period
provided for i1n paragraph 2 above, STATE DEFENDANT and FEDERAL
DEFENDANT UNITED STATES DEPARTMENT OF TRANSPORTATION, FEDERAL
HIGHWAY ADMINISTRATION, will prepare and issue a supplemental
environmental iImpact statement pursuant to Section 102 (2?«3
of the National Environmental Policy Act of 1969, which state-
ment will analyze and qgmpare the environmental and other ira-
pacts of the several possible alternative routesrof the Copper
River Highway beyond milepost 82. These DEFEND;NTS will also

prepare and issue a statement and certification pursuant to

Section 4(f) of the Department of Transportation Act of 1966
with respect to the possible use of lands included in national

or State historic sites for construction of the Copper River * N\

Highway beyond milepost 82. A reasonable opportunity for public |
comment on said statements will be provided before said state-
ments are issued in final form. “ * Te

7. Neither this, agreement nor any of its recitals or
provisions shall be construed as an admission by any of the
parties hereto. This agréement is iIntern. 2d as a compromise and
settlement of the existing litigation between the parties and

shall not be used as evidence against any of the parties in any

proceeding other than a proceeding arising out of an alleged

ebreach of this agreement.

8. Promptly upon execution of this agreement, all

# -
parties hereto, through their respective attorneys, will execute
i
-G-



and file a stipulation in the United States District Court that
the amended camplaint in the above-entitled action brought by
<PLAINTIFFS may be dismissed without prejudice, except as to all
matters concluded*by this agreement. The said stipulation will
provide that said District Court retain jurisdiction of the

action for the sole purpose of enforcing this agreement between

the parties, 1In the event that such enforcement should be re-

quired.

9. Promptly upon entry of an order by the United
States District Court approving the stipulation for dismissal
provided for i1n paragraph 8 above, PLAINTIFFS will file- a volun-
tary dismissal of their pending interlocutory appeal in the
United States Court of Appeal. All parties will bear their own °

costs and attorneys* Tees incurred in the litigation between

them to date.

10. Upon proof 1n a court of competent jurisdiction
that this agreement has been breached, a preliminary injunction
may issue to restrain such breach without proof by the party or
parties complaining of such breach that irreparable injury 1is
elikely to result from said breach.

11. This agreement may be modified only in writing
and by agreement of all parties hereto.

12. This agreement shall be binding upon the successors
and assigns of the parties, including without limitation any
State or fTederal agency®"which may succeed by law to the duties

Of the STATE DEFENDANT or the FEDERAL DEFENDANTS 1i1n regard to the



subject matter of this agreement.
13/ For purposes of expedition, the parties Vv/ill
execute this agreement on separate signature pages which will

thereafter be affixed to the original. The original will be at-

tached to the stipulation provided for in

- o *

and filed with the United States District Court. Each party

paragraph 8 above

will be provided with one counterpart of the agreement and each

of said counterparts shall be the legal equivalent of the eorig-

inal. -

Dated: June 19, 1975 ALASKA CONSERVATION SOCIETY,
a nonprofit corporation, and
SIERRA CLUB, a nonprofit cor-
poration
their attorney

Dated: June 19, 1975 SIERRA CLUB, a nonprofit cor-

. poration

UTuJUFIL

By J*. MICHAEL McCLOSKEY,
gxecutive Director



Cordova Chamber of Commerce

P.O. Box 99
Cordova, Alaska 99574
(907) 424-7260

Honorable Governor Steve Cowper
Office of the Governor
Juneau, Alaska 99801 March 30, 1988

APR 71988

Dear Governor Cowper:

Near the turn of the century, the discovery of rich copper deposits in the
Wrangell Mountains near the present town of McCarthy spurred construction of a
railroad from Cordova up the Copper River to Chitina and from Chitina east
through the Chitina River Valley to the Bonanza Mines. The Copper River and
Northwestern Railway operated from 1911 through 1938, when the mines closed. The
railroad abandoned the route and returned the right of way to the people for use

as railroad, road or tram Before the railroad stopped operations, the Cordova
Chamber began trying to have .he railbed along the Copper River converted to a
roadway.

The Chamber has supported this idea continuously from 1938 to the present time.
This 1is evidence of a continuous and lasting support of the Copper River Route
#10. The Cordova Chamber of"Commerce remains a staunch advocate for development
of the Alaska highway system. Construction of the ground transportation system of
Alaska is not a luxury, it Is not even optional, it is imperative for the
maintenance and improvement of commerce. This alone should be sufficient econonmic
justification for construction of the highway.

Historically the earliest trails and roads were built by subscription and
maintained by tolls in Alaska. Our pioneering spirit hasn’t died, although it has
tarnished during the fifty year struggle with nature and man to complete the
road.

Many times in the past the Cordova Chamber has called on friends in the rest of
the state to add their voices to ours in calling for renewal of our ground
transportation 1link. The Native Corporations, our neighboring Chambers, our
neighboring cities once again have added their voioe. The people of Alaska want
to visit the North Gulf Coast, and the Cordova Chamber of Commerce as always is
thankful for their continuing support. Cordova wants to take her place as a full
equal amongst her neighbors; to greet her neighbors in the same friendly spirit
that exists throughout the GREATLAND.

We urge you, Governor Cowper, to aid Cordova with a ~“build" decision for the
Copper River Highway. Your assistance and support for Alaska State House of
Representative Co-Resolution H6 would be one way you could express this support.

Sincerel

Connie Taylor P Y

President

co: Senator Dick Eliason, Senator Willie Hensley, Senator Jan Faiks,
Senator Johne Binkley, Senator Paul Fischer, Senator Rick Uehling,

Senator Jim Duncan, Senator Fred Zharoff, Senator Lloyd Jones,
Senator Jack Coghill, Senator Tim Kelly, Senator Mitch Abood,
Senator Bettye Fahrenkamp



City of Cordova

"The Friendly City" tPP ] j
April 6, 1988

Senator Lloyd Jones
P.O. Box V, MS 3100
Juneau, Alaska 99811

Dear Senator Jones:

I would like to thank you for taking the time to talk to me
last week about Cordova®s #l1 i1ssue - the Copper River Highway.

We 1n Cordova appreciate the fact that there iIs not an
abundance of moneg available to fund this (or any major) project,
but we earnestly believe that a Pioneer Access Road could
completed in three or four years at a total cost of $11-12
million. If the toll road resolution passes, this could be a low
cost/no cost option for funding that may open up potential for
access to other Alaska communities.

Your support i1s needed now In the appropriation of
approximately $300,000 to the DOT&PF, FY 89 Budget, which will be
necessary to restore Mile 50 to Mile 72 back to the condition it
was iIn 15 years ago. | am assured by our Legislative Delegation,
Senators Jay Kerttula and Mike Szymanski and Representative Bette
Cato, that they will continue to take a strong position supporting
our highway.

Mitch Gravo “/ill be bringing you a token of our
appreciation, a can of our locally produced "'Skinless Boneless
Salmon™ an item we are justifiably proud of. It is our goal to
ship this product by road to our Alaskan neighbors and the Lower
48 within the next few years.

Thank you again for your support.
Sincerely,
CITY OF CORDOVA

V

MEERA KOHLER
Counci lwoman

cc:  Senator Kerttula
Senator SzymanskKi
Representative Cato

P.O. Box 1210 602 Railroad Avenue Cordova. Alaska $957-1
Phono (9071 424-3237 or 424-3238



John Killoran

17767 Sanctuary Drive
Eagle River, Alaska 99577
(907) 694-2216
April 22, 1988

The Hon. Lloyd Jones, Chairman

Committee on Transportation Jr
Alaska State Senate jq0
Post Office Box V

Juneau, Alaska 99811

Dear Senator Jones:

The proposal to finally finish construction of the
Copper River Highway as_a 62-mile ''Pioneer Access Road" from
the present _end to Chitina Is now iIn your Senate Committee on
Transportation where it has remained since being unanimously
passed by the House of Representatives over one month ago.

_ I wrote you initially on March 24th, urging your
Brlorlty consideration, and passage of House Concurrent
esolution 46.

Nearly three weeks ago, the Alaska Department of
Transportation and Public Facilities released i1ts )
comprehensive "‘Compendium Report on the Copper River Highway"
which _most favorably illustrates Whg the completion of this
road 1s long-overdué. The sound public policy for revenue-
short Alaska In using revenue bonding to be repaid through
user fees (tolls) is also extremely sound. After all, 1s
that not how the bulk of OEeratlng and maintenance fees of
the Marine Highway System have historically been derived?

Please render sound and wise judgement on this issue
now, iIn time for iIts gassgge by the Senate before the end of
the 1988 Legislative Session. The access to this beautiful,
historic, and wonderful region of our State should be a
@éleitone of achievement In this session of the Alaska

nate.

Thank you for your personal consideration in_this
matter. Please help get House Concurrent Resolution 46 _
passed favorably iIn your Senate Committee on Transportation,
and In the full Senate.

Attachment



By road to Cordova

THE SUSPICION s that
the legislature this year will
do nothing — again — about
providing the state with a
road lirking Cordova to the
rest of Alaska.

A ton of money will be
spent on a lot of other pro-
Jects — as ithas been for a
quarter of a century — and
the prospect of completing
the Copper River highway to
the coestal town of Cordova
will be no more a reality
than a midsummer day-
dream.

Its one of the mysteries
of the universe. We "l come
up with answers to UFOs be-
fore a Cordova road ishult
The common oold probably
will be a thing of the past be-
fore any Alaskan can drive a
pickup or a sports car toCor-
dova from Anchorage or
Fairbanks or Palmer or
Kenai or North Pole. In fact,
we may drive t the real
north pole before we’ll be
able to bundle up the kiddies
and go for a weekend drive
toCordova.

But more than a holiday
excursion s at stake here.
Commerce and trade and
communications are the
heart of the Isse — tHt,
and an ability to bring some
people of the state closer
other Alaskans.

ITWILL BE a long time
— 1fever — before there Ba
road to Juneau. Not iIn sev-
eral lifetimves B it likely
there wall be surface trans-
portation to Nome and Kot-
zebue and Barrow — barring
the evenitual extension of the
railroad into one or more of
the westerm and northem re-
gions of Alaska.

But reaching Cordova
isn’tthat biga deal.

Were a oifHal! dhot
away now — and have been

There‘s no iInsurmount-
able geographic problem. No
Mount McKinley stands in
the way. No Cook Inlet bars
the access.

The cost Isnt even tat
great, given the fect that we
talk all too often in Alaska In
terms of multi-mukti-million
dollar projects.

In this case, the Depart-
ment of Transportation and
Public Fecilities says a
gravel road of nominal width
(8 fest, itsuggests) could be
buikt for $18.4 million.

THERES that much
money sloshing around in
various lgislative  slush
funds.

A littlke belt tigitening
here and there in Juneauls
governmental o >eration and
the construction funds could
be had without pinching
much of anything.

Whats the reason for not
moving ahead? Why should
there be further delay?

Certainly not because a
majority of Cordova resi-
dents are opposed to what-
ever lifestyle changes might
occur ifa road were con-
structed. There are dill
some holdouts, t© be sure.
But from what we hear,
most Cordova residents
have long ago come to the
conclusion that the positives
outweigh the negatives.

The only answer then B
that most of the legislators
doncare.

They have other designs
on $18.4 million. Money not
spent in Cordova Is money
they can get a piece of to put
into some other pet project
in their home districts. So
what if itdoesn™t serve a sta-
tewide purpose, as would a
road lirking Cor lova to the
restof thestate. *

ol LSV

E w
N, @

William J. Tobin

Vice-President, Ediior-in-Chief



March 24, 1988

The Hon. Lloyd Jones, Chairman _
Senate Committee on Transportation
Post Office Box V

Juneau, Alaska 99811

Dear Senator Jones:

__This letter is to express my strong support for approval by your
comiittee, and passage by the Legislature, of the House-approved
restlution calling for the Governor to direct the Department of
Transportation and Public Facilities to build a_toll road linking the
existing Copper River Highway to the Edgerton Highway at Chitina.

1 an pleased to read, in the Anchorage Times, of your support for
opening access over this route. As you probably are aware the Times
has taken a forceful editorial position in favor of this project.

Not only will this be a long overdue action to eventually provide
an essential road link for the community of Cordova, but i1t i1s of
interest to many others. Those Alaskans, such_as myself, who access
this area for pleasure or to visit friends, will applaud your actions.
Twice a week ferry service costing hundreds of dollars for a family
rgugﬂ_trégaés hardly 'adeguate' access for Cordovans or other citizens
o) is e.

The characteristics of the road described in the newspaper, and
the methodology for funding and maintaining the completed road, 1is
adequate and appropriate for the traffic. For too long we have geared
our decisions to well-meaning planners and "kill it with kindness'
1solationists who spoke_of hundred-million dollar projects with high
speed expressways. Having driven my motorhome on the existing Qopﬁer
River Highway, which is_gravel surfaced and approximately the widt
proposed for the remaining link, 1 believe i1t is completely adequate
for safe travel by those who would use this road.

Please use your influence to pass this resoxation, and the
accompanying measure authorizin e DOT&PF to issue revenue bonds_ for
the project, without further delay so that it can become law In this
session. The time has come for action to complete this essential road
link for Alaska. Thank you.

Sincerely,

John P. Killoran
enclosure



SENATE COMMITTEE REPORT

FURTHER FINANCE

DATE TURNED INTO OFFICE
3/18/88

Hr. President:

TRANSPORTATION Committee considered CSHCR 46 (FIN)

Copper River toll road

and recommended

[ ] replace with CS

)I[] same title
[ ] or adopt cs" I

D0 new title
[ ] attached amendment(s) and

[ ] do pass

[ ] do not pass

[ 1 no recommendation
individual recommendations

[ ] further referral to

[ ] letter of intent adopted

Committee attached or [ ] adopted fiscal note(s)
[ 1 new [ 1 updated or I/ previous
zero [ 1 fiscal impact

OTHER RECOMMENDAT IONS

) Chairman signature and resommendation”
[ ) Committee Backup attached



§ 37.15.710 Public Finance § 37.15.730

between the par value of the refunding bonds and any amount less
than par for which the refunding bonds are sold, any amount neces-
sary to be made available for the payment of interest on the refunding
bonds from the date ofsale ofthem to the date of payment of the bonds
to be refunded or to the date upon which the bonds to be refunded will
be paid under the call of the bonds or agreement with the holders of
them, and the premium, ifany, necessary to be paid in order to call or
retire the outstanding bonds and the interest accruing on the out-
standing bonds to the date of the call or retirement. (§ 1ch 162 SLA
1984)

Sec. 37.15.710. Bonds as legal investments. Toll facilities bonds
are legal investments for all banks, trust companies, savings banks,
savings and loan associations, and other persons carrying on a bank-
ing business, all insurance companies and other persons carrying on
an insurance business, and all executors, administrators, trustees,
and other fiduciaries. The bonds may be accepted as security for de-
posits of all money of the state and its political subdivisions. (§ 1 ch
162 SLA 1984)

Sec. 37.15.720. State toll facilities. The state is authorized to ac-
quire. construct, equip, and maintain toll bridges, highways, roads,
crossings, and causeways found to be necessary by the commissioner
of transportation and public facilities. (8 1 ch 162 SLA 1984)

Sec. 37.15.730. Knik Arm Crossing. Notwithstanding the provi-
sions of AS 37.15.720 the first state toll facility to be financed under
AS 37.15.610 — 37.15.760 is the Knik Arm Crossing near Anchorage
if the following conditions are met:

(1) the department submits to the governor and the legislature a
feasibility study that finds that the crossing is financially feasible and
able to produce revenue adequate to repay the bonds with which it is
financed;

(2) if financing m addition io revenue bonds is anticipated, the de-
partment submits to the governor and legislature a finance plan to
include an estimate of the total cost of the project and a description of
the sources of money that will be used to finance the total cost of the
project; and

(3) the office of management and budget reviews the feasibility
study and the finance plan, if required, and reports its findings and
recommendations to the governor and legislature not later than 90
days after the study and plan are received by the office. (8 1ch 162
SLA 1984)



STATE OF ALASKA 1988 LEGISLATIVE SESSION

REQUEST

Revision Date:
Title:

House Concurrent

Relating to a Copper River Toll

Sponsor:
Requestor:

EXPENDITURES/REVENUES:
OPERATING

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL
REVENUE

FUNDING:  (Thousands of
GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: The use of a
The assumptions expressed
this concept and may need
money, the pay back terms
for construction may have

* See attached page,

Prepared by:
Division:

Approved by Commissioner:
Agency: DOT&PF

David W. Truax/Lynn J.
DOT&PF Regional

FISCAL NOTE
Bill Version:
Publish Date:

Agency Affected: DOT&PF__

Resolution 44 BRU: *

Road

Components:

(Thousands of Dollars)

FY 88 FY 89 Fy 93

FY 90 FY 91 FY 92
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toll authority is not established procedure in the department.

in this analysis represent the department®s initial reactions to
modification to more accurately reflect the opportunity costs of
and other financial assumptions. In addition, federal aid funds
to be re-paid prior to ertablishing a toll.

typewritten analysis dated 2-26-88.

Distribution (by preparer):

Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget

Impacted Agency(lcs)

Harnlsch__ Phone: 474-2431/451-2210
Director. Northern Region Date: 2-25-88
Mark S. Hlckev M — Date: 2-29-88
PaRe 1 of 5



ASSUMPTIONS
A) Toll Checkpoint
1) One toll checkpoint would be needed to collect tolls.

2) Checkpoint costs were b sed on similar costs for a checkpoint on the
Dalton Highway.

3) A checkpoint for year round occupancy would be more expensive as it
would require additional insulation, permanent utilities systenms,
larger living quarters, etc.

B) Pioneer Road

1) Would be ISft. wide, screened gravel surface and have trestle type
bridges. The cost for this work assumes that 18ft. wide road could
be constructed so that it was safe and maintainable and that only
minimal reconstruction on the existing railbed would be necessary.
Should any of these parameters be forced to change, during the course
of actual design, the cost could increase substantially. Cost
increases would depend on the type of changes that were necessary.

C) Federal Aid Secondary

1) Would be 28ft. wide, crushed gravel surface and have standard bridges.
The cost 1is based on current construction costs for typical gravel
surface Federal Aid secondary roads. Assumes construction of access
road from the Million Dollar Bridge, Mile Post 49, to Chitina.

D) Copper River Bridge

1) To keep per vehicle tolls to a minimum, it was assumed that the estimated
57,500,000 to construct a bridge across the Copper River, adjacent to
the Million Dollar Bridge, would be done with Federal discretionary
bridge funds. Th-.utore, this particular cost does not appear in the
overall capital costs. |If discretionary funding cannot be obtained
the 57,500,000 construction cost would have to be added to the total
capital costs of the project. This would Increase the per vehicle
toll for capital costs payoff by 57.00 for seasonal and $4.00 for
year-round.

E) Maintenance Station

1) In order to distribute the added mileage «venly, one additional
station would be needed in the Tasnuna River area and additional
equipment would be needed at the Chitina Station.

2) Facilities requirements to meet seasonal needs.
2,400 sq. ft. shop
Generator 31dg. w/two generators
4 each trailer pads for 14X70 trailers.
Utilities and water/well systen.

3) Facilities requirements to meet year round nei"ds (in addition to
above building needs).
2 Trailer pads for 14X70 trailers.
Utilities and water system.
Sand shed 2,000 sq. ft.



F)

6)

H)

2,000 sg. ft. work score building.

Maintenance Equipment

1)

2)

Seasonal (either type road)
a) New Tasnuna Station
Motor graders CAT 14 Type (2)
Dump Truck 8 Yd.
Loader 4 yd. type (1)
Dozer D-8 type
2 4UD 3/4 ton pickups
Low tractor trailer

b) The mileage this road would add to the existing system would be
slightly more than a new station should handle. Therefore, some
additional equipment would be needed at the existing Chitina
Station to cover the extra northernmost portion of the additional
mileage. This additional equipment would also be used on other
state-maintained roads in the Chitina area.

¢) Chitina Station (additional equipment)
Motor grader CAT 14 type (1)
Loader 4yd. type (1)
Dump Truck 8 yd. type (1)

Year-round (in addtion to season equipment needs) [either type
road 1
a) Tasnuna Station
Truck type Rotary snowblower 2 each 2200 tph
4x4 Oshkosh with V-nose plow, belly blade and wing, 2 each
Sander

Building and equipment needs are based on:

iy

2)

3)

Historical information from old railroad records, which show that a
substantial maintenance effort was requiredto keep thealignment
open and in good repair at all times of theyear.

Personal on-site observations of substantial slide and erosion
activity by DOT&PF maintenance staff and other individuals at various
times of the year.

If the Pioneer Road is built, it will be heavily used. The one-lane
road will not be able to handle the volume of traffic very long. By
building and staffing an adequate camp, maintenance forces can make
many of the upgrades that will be required by thetraffic volume.

Maintenance Costs - Manpower Needs



1) Seasonal
a) Tasnuna Station (New Positions)
i) 1 WG 52Foreman
in) 2 WG 53 0perations
ini) 1 W6 530perator/Mechanic

b) Chitina Station
i) 2 WG 53 0perators

2) Year Round
a) Tasnuna Station
i) above 4 Positions @ Full-time
i) Plusl additional WG 53 Operator and 1 additional
WG 54 Operator

)] Toll Program Administration

1) Based on estimates of manpower needs for similar checkpoint
program on Dalton Highway at $7,000 per month for a staff of
3.

2) Accounting support assumes accounting clerk, ranee part-
time .

J) Average Annual Traffic

1) Based on historical traffic generating data for similar
sized communities, future growth patterns as demonstrated
in the draft Cordova Comprehensive Plan and the area's
location relative to major population centers and recrea-
tional/resource opportunities. This resulted in an average
daily traffic count forecast of 375 vehicles a day, or
11,250 a month based on a 30-day month.

2) The average monthly traffic count for a year round
rate will be less than a seasonal route. This 1is because
the year round average takes in a 7-month period where
historic traffic declines by approximately 602 from the
five-mont™ summer period.

1) Capital Costs

1) Capital costs for check point construction, maintenance
equipment, maintenance station construction, and Pioneer
Road woul”™ all have to be ,unded initially from General
Funds.

2) Capital costs for constructing the Federal Aid secondary
Road would be split 91.352 Federal and 8.652 State General
Fund match.

3) Costs for Pioneer Road construction could be recovered
from the FHWA upon upgrade of this road to Federal Highway
Secondary standards. However this recovered cost would come
from federal obligation authority which could otherwise be used
on other projects.

-3~



M)

Toll charges for private vehicles may be able to be lessened by
charging on the basis of vehicle gross weight. This would increase

the cost to truck traffic, but assumablv Increase shipping costs as
well. Because we have no way to determine gross weight at this

time, such a charge schedule would have to wait until traffic data could
be collected on the road, so that 3 determination could be made as to
whether or not actual truck traffic was substantial enough to invoke
such a schedule. An annual reassessment of toll charges could be

done 1if changes in traffic level, maintenance costs, and/or toll
program costs change.

.Analysis does not include "cost of money."



F"SCAI. NOTE ANALYSIS OF

HCR 46-COPPER RIVER HIGHWAY TOM. ROAD

SEASONAL YEAR-ROUND

COSTS PIONEER RD FED. AID RD. PIONEER RD. FED. AID RD

Capital (Total) $16,925,000 $92,255,000 $18,405,000 $93,405,000
Toll Check Pt. 50.000 50.000 150.000 150.000
Rd. Construction 15,000,000 90,000,000 15,000,000 90,000,000
Maint. Station 730.000 730,000 1,120,000 1,120,000
Malnt. Equipment 1,145,000 1,475,000 2,135,000 2.135.000
Maintenance (Total) 600.000 d00,000 1,200,000 1.600.000
Toll Prog. Admin. (Total) 50.000 50.000 120.000 120.000

REVENUES

Pioneer Road

Pay Back Basis

Annual Pay Back
Average Annual Traffic
Per Vehicle Toll

Federal Aid Road

Pay Back Basi6

Annual Pay Back
Average Annual Traffic
Per Vehicle Toll

CAPITAL COSTS

SEASONAL

$16,925,000
20 yrs.
846,250
56.250
$15.00

$92,255,000
20 yrs.
4,612,750
56.250
$82.00

YEAR-ROUND

$18,405,000

20 yrs.
920,250
135.000
$7.00

$93,405,000
20 yrs.
4,670,250
135.000
$35.00

MAINTENANCE COSTS

SEASONAL

$ 600,000
Annually
600,000
56.250
$11.00

$ 800,000
Annually
800,000
56.250
$14.00

YEAR-ROUND

$ 1,200,000
Annual ly
1,200,000

135.000
$9.00

$ 1,600,000
Annually
1,600,000

135.000
$12.00

TOLL PROG. COSTS
SEASONAL YEAR-ROUND
$50,000 $120,000
Annually Annually

50,000 120,000
56.250 135.000
$.90 $.90
$50,000 $120,000
Annually Annually
50,000 120.000
56.250 135,000
$.90 $.90






February 23, 1987 HOUSE JOURNAL 295

SSHJR S
The Resources Committee has considered:
SPONSOR SUBSTITUTE FOR HOUSE JOINT RESOLUTION
ggia?ing to the reflagging of foreign fish
processing vessels.
and recommends the following amendment:
Amendment No. 1 by Davidson:
Page 1, line 16:
Delete "a loophole in"
Page 1, line 17, after "laws":

Delete ™allows
Insert "are written so broadly to allow"

Page 1, line 18:

Delete "dummy”
Insert "token"

Page 2, in the paragrap i beginning with "COPIES":

Insert "the Honorable Walter B. Jones, Chairman,
House Merchant Marine and Firherj.es Committee;"

Insert "the Honorable Robert Ayrd, Senate Majority
Leader;"

Recommending do pass (5): Herrmann (Co-chairman), Davidson,
Sund, Pearce, Hoffman

A sero fiscal note vas published February 23, 1987.

SSHIR 5 was referred to the Rules Committee for placement on
the calendar.

HB 47

The Labor & Commerce Committee has considered:
HOUSE DILL NO. 47
"An Act relating to the Alaska Railroad
Corporation.™

and recommends it be replaced with:

COMMITTEE SUBSTITUTE FOR HOUSE DILL NO. 47 (L&C)
(same title)
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February 3, 1987

Mr. Cecil Ranney

Legislative Assistant

c/o0 Representative Cliff Davidson
P. 0. Box V

Juneau, AK 99811

Dear Cecil:

Enclosed 1is a copy of the Congressional Record which contains
Senator Stevens” newly introduced bill regarding the
re-flagging of foreign-built vessels. The legislation is
co-sponsored by Senator Murkowski.

The Ffirst section of the bill creates a simple ten-year mora-
torium on the re-flagging of foreign-built vessels for Tfish
processing activities. Any foreign vessel documented after
January 1, 1987, would not be allowed to engage in Tfish
process ing.

Section 2 of the bill amends 46 U.S.C. 8103(b) by providing
that 100 percent of all seamen employed on fish processing ves-
sels documented under the Blaws of the United States, must be

United States citizens. Section 8103(b) currently reads:
"[o]ln each departure of a documented vessel . . . from a port
of the United States, 75 percent of the seamen . . . must be
citizens of the United States.” The United States Coast Guard

has informally ruled that if the vessel were to depart from a
foreign country, there would be no requirement that the crew be



Mr. Cecil Rannev
February 3, 1987
Page 2

citizens of the United States. Senator Stevens®™ bill elimi-
nates this problem by clarifying that on fish processing ves-
sels documented under the laws of the United States, all of the
crew must be United States citizens, regardless of whether the
vessel departs from a United States port.

Section 3 of the bill would encourage the Secretary of Commerce
to issue regulations regarding the shipment into United States
ports of fish products harvested by foreign vessels in our
200-mile waters. Currently, "6 U.S.C. 251(a) prohibits all
foreign-flag vessels from landing their catch of Ffish or Tfish
products in U.S. ports; however, it is not clear that this pro-
vision would prohibit a foreign processing vessel from offload-
ing its harvest of fish to a United States documented vessel,
which then could land the product 1iIn a United States port.
Very little 1is actually known about the extent to which this
transshipment of fish products may be taking place. Senator
Stevens” bill will encourage the Secretary of Commerce to
investigate the matter in more detail.

If you have any questions regarding this matter, please do not

hesitate to call. I will be staying 1iIn contact with you and
wish you every success with Mouse Joint Resolution No. 5.

Very truly yours,

REED McCEURE MOCERI THONN & MORIARTY

Joseph T. Plesha

JTP:jc:1296F
Enclosure



mfanuary 32, 1987

S Ui.v Bl. Revolution to dirict the Srs.iU
I* gal Cour-scl to n prrvnt the chief clerks
uf the Committee on Foreign Relation and
the ?e#irt Committee on Intelligence in the
rn.-e of I/nlltd Statu v Mecnilcs. et at: con-
Mderrd and agreed to.

STATEMENTS ON INTRODUCED
HILLS AND JOINT RESOLUTIONS

Dy Mr. BINGAMAN (for him-
self. Mr. Byrd. Mr. Levi*. Mr.
Room-ruum. Mr. Cttii.ES. Mr.
Kirhy. Mr. Bawls. Mr. Mat-

sunaga. Mr. Lac-embemg, Mr.
Sasseb. Mr. Burdick, and Mr.
Moytuhajo:

S, 374. A bill to promote economic
rompi-tltiveness In the United States,
cd for other purposes; to the Com-
mittee on Governmental Affairs.

(The remarks of Mr. Binoaman and
the text of the legislation appear earli-
er In today's R ecopd.)

By Mr. F.XON:

S. 375. A bill to amend title 10.
United States Code, to permit the
Fn -Mkr.t to order to active duty units
eiul 'numbers of the Anny National
Guard of the United States and the
Air National Guard of the United
Stall’s In car.es In which the Governor
of a State or other appropriate au-
thority wlthholits consent; to the Coin-
:iitti e on Armed Services.

i The remarks of Mr. Hxo.v and the
t- Xt of the legislation appear earlier in
I<day's Record.)

By Mr P.OTH:

S. 376. A hill to amend the Tax
I"efur n Art of 1386 to restore the full

h.cuhility of IRA contributions: to
V.e Committee on Ftr.ar.ee.

ecaccTtattirr or isar. amiBt rioxs
0 Mr. ROTH. Mr. President, today |
r.c to Introduce legislation amending
the Tax Reform Arl of 1936.

This legislation Is Intended to cor-
rect a serious shortcoming In the tax
bill passed last year. Despite the posi-
tive steps taken in the bill such -wre-
duction of marginal rates and mstitu-
t'on of a minimum tax for corpora-
tions. the bill took a giant step back-
wards In encouraging people to save
money.

The restrictions placed on Individual
retirement accounts last ytiz strike at
the heart of middle Income families
who are trying to earn a decent living,
educate their children and save for
thur retirement years. While | am
pleased to have helped preserve IRA's
for a gTeat portion of taxpayers. | am
disappointed that millions of others
have been cut off. These are working

couples. In many cases, whose com-
bined salaries push them over the
income limit for fully deductible

IRA's. Or. they are young workers—
the young professionals in our socle-
ty—whose ambition koepa our country
moving forward In a fast changing

world.
Mr. President. In my Judgement,
there Is no .Issue of more critical Im-

p.>rtance to the American people and

CONGRESSIONAL RECORD — SENATE

this Nation than the Issue of savings.
We simply cannot meet the challenge
of N-coming competitive in the emerg-
ing world cc-momy without addressing
the need to Increase our national sav-
ings rate. That Is what we attempted
to do when. In 1B81. Congress voted to
promote an Individual retirement pro-
gram for the American people. The
Idea was that each working Individual
could save tip to $2,000 a year tax free,
and that money would help citizens
meet their needs for retirement.

There has been much debate on the
effectiveness of the program, tn 5
years, 28 million families made a com-
mitment to create an IRA for their
future. Those Individual decisions re-
sulted In savings of $250 billion. In-
cluding a tremendous amount of new
income for long term laplt.U Invest-
ment.

Until this year, the IRA was the best
available savings program for the
middle class, working Individuals of
this country. Roughly 80 percent of
those who have IRA's have Ir.romcs of
$30,000 or less; 05 percent have in-
comes of $10,000 or less. With such
statistics, it Is difficult for me to un-
di .-stand how this savings program
could ever be misapprehended a3 a
rich person's lax break.

Ur.der the new law, an Individual
who has earnings of $25,000 or less
continues to enjoy a tax deduction for
his IRA. A married person with up to
$10 UJO of earned income can have the
name But unfortunately, from that
point cn the benefits are phased out.
It makes Il.tile mt.sc to provide a tax
deduct.on to encourage a young man
or A.-n-an earr.;rg $25 000 or less to
sup. arul then to send them the signal
that it isless important that they save
when tncy start to cam a little more.

The same s true of two wagceamers
who make $10,000 or more. As long aa
a married ccuple is earning $10,000 or
lers they can deduct tneir IRA. But if
their Join» earnings arc in excess of
that figure, the deduction is phased
out. and at $50,000 It is eliminated.
The current Law penalizes those who
are ambitious who are working hard,
and who are succeeding. It penalises
those who are preparing for a secure
and comfortable retirement with an
IRA

Under the new law. people who are
not covered by a -ension plan where
they work can continue to deduct
their IRA However, this Ignores the
fact that many workers see thetr IRA
not os a substitute for their private
pension plan, but as d reliable supple-
ment to that plan. With @ deductible
IRA to fall back on. workers would
have the peace of mind of knowing
their retirement security would not be
completely dependent upon employer
pension plans which may later be cor-
porate takeovers or bankruptcy.

I can tell you there many families In
my State of Delaware, with two wage
earners, who don t think there Is any-
thing fa r about ahat tne tax bill did
to their IRA Take a young autowork-
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er at a Chrysler plant in my State,
earning $33,000 with overtime. The
spouse can be working, perhaps as a
schoolteacher. Before long they are
over the $50,000 limit, and their ded-
cullble IRA Is eliminated. Making the
Inequity even more apparent Is an-
other chilling aspect of the new law: If
one spouse Lsan active participant In a
qualified pension plan, no deduction
for an IRA Lsallowed.

In closing Mr. President. | introduce
this legislation today with a reminder
to my colleagues. Much will be said in
the wupcoming days of this se-.sicn
about the need to preserve Ametlcan
Jobs and expanding corrprtltlveni a of
American manufacturers abroad. To
that end we will try to determine how
to reduce the cost of capital In this
country relative to our trading part-
ners. One place to start Is to expand
the tax Incentives lor savings, ralh.’r
than reducing or eliminating them aa
was dcnc by the Tax Reform Act of
1986

By Mr. STEVENS (for liur.s. if
and Mr. MtnuxowsKi):

S. 377. A bill to Impose a moratorium
on the ability of forelgn bullt vesseli
to qualify for certain benefits under
the Magnuron Fishery Conservation
and Management Act, and for other
purposes; to the Committee on Com-
merce. Science, and Transportation.
MORATORIUM OR BrRO Tn TOR rO»r|[CR »Ct! f

VtucJ

Mr. STEVENS. Mr. President. |
would like to bring to the attention if
the Senate an Immediate and p-oh-n-
t ally devastating threat to the devel-
opment of the US. fishing Industry n
tr.e North Pacific. The threat Is beir.g
caused by various Interpretations of
tne vessel documentation laws a:d
Magnuson Fishery Conservation a:d
Management Act IMFCMA) which f
carried to extremes, would permit f r-
eign fish processing companies to
ceive preferential treatment hat Con-
gress intended to reserve for the Us.
fishing Industry.

The MFCMA has a three tier proc-
ess used In determining allocations if
fish with' i an established conser I-
t.on quolr Section 20t grants the do-
mestic inc otry the preferential rig'it
to harvest and process fish to the max
mum extent of Its capacity

The second tier Involves an ollo> a-
t.on to foreign fish processing vrv-*ia
which receive fish at sea from V 3.
harvesting ve.wels, but this allocation
is permitted only If there Is a surplus
of fish left afu* the capacity of the
domestic sector has been reached.

The third tier Is established In nc-
lion 201 of the MFCMA It Is lowest in
prtonty and provides foreign harvest-
ing fleets an allocation of any fish re-
maining after the first two allocations
have been made.

In order to benefit from the prefer-
ence reserved for the domestic Indus-
try. a ush processing vessel operating
offshore within our Exclusive Econom-
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Ip//lone must b<*documented under the
laws of the United States so as to he a
United States fish processor under the
st itute. Tho-e processing vrwels not
o dwiiinenti.-d under the laws of the
.'niU-d .States are foreign fishing vw
«<Is under the MFCMA and cvnnot
4dnhfy for a processor preference.

I'hla so-called proewor preference
bis become Increasingly Important
and valuable as our domestic capacity
to harvest and pjoo-sa fish grows and
the amount of surplus fish from our
one available for foreigners declines.
I'llis Is precisely what the Congress In-
u ".I.-J-thc d« mestic industry Is grow-
ing and the fishery resources of the
United Ftntcs arc becoming American-
ered.

Hie problem Is c.niv-d by an appar-
ent loophole In the law that could
allow foreign fishing companies to
document foreign-built fish process* ig
ve -.els under the laws of the United
-l ates. Th<*er re-flagged vessels could
(lien be considered United States fish
; (OCv* ois and fall within the scope of
the procei- nr preference category out-
h.-.i'd In section 204.

The foreign fishing companies, ur.fr.g
f-,reign built vessels. might thereby
b-r.efit from a preference that was
r.iver Intended to bo granted them and

o put the US. fishing Industry at a
r ..-nfi tltlve d! advantage due to tower
v v el construction and labor costs.

Title 48 of the United States Code
rtu rns the documentation of vessels.
Any ve.vwl of at h ast 5 net tons mav
be tiocumcn’ed if it is owctul by a US
esticen. partnership, v s<melation, or
Vv ip.nation. Pi USC. 1."102.

It is pov ible for a corporation to be
Bretgn owned and still operate a
ve-.wl eligible for U S. documentation.
The law requires that the corporation
must be established under US. law.
aiid that the president and chairman
of the board bo U.S. citizens.

In addition, the law requires the
number of a corporation's board of di-
rectors who are noncitizens be no
more than a minority of the number
of directors necessary to constitute a
quorum. There Is no requirement that
the corporation be owned by U.S. citi-
zens in whole or In part. .

Title 48 prohibits the use Of foreign-
built. US-flag vessels m fbh harvest-
ing vessel. 48 D S C. 12108. There Is no
prohibition on the use of such vessels
as fish processor*.

The domestic processing Industry In
Alaska has also raised concerns about
the ability to use foreign labor on both
reflagged and domestic fish processing
vessels.

The law currently requires 75 per-
cent of all seamen employed on a U.S.
vessel which departs from a U.S. port
to be citizens of the United States. 48
US C. 8103(b). This applies to fish
processing workers as well as the crew.

However, the Coast Guard has In-
formed me that this labor requirement
Is not spplicnblc If the vessel departs
from a foreign port.
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'Uherefore, a foreign fish processing
comp,my is legally capable of estab-
lishing a corporate subsidiary wuth
U.S. management to document for-
eign built processing vessels under the
law* of the United States. By doing so.
these vessels could be entitled to the
domestic processor preference em-
bodied In section 204 of the MFCMA.
In addition, both foreign and domestic
prryc-vilng vessels may avoid the VS
labor requirements if the vessels are
based In foreign ports.

These loopholes in the law hinder
any meaningful attempt on the part of
Federal fishery managers to develop a
management regime which encourages
the continued development of domes-
tic processing capacity.

Weiespp ad reflagging would Impose
a competitive lis,advantage on legiti-
mate lomestic operat.ons which have
made substantial investments in on-
shore processing equipment and U S.-
bui't vessels Unless something ts none,
foin companies will have the ability
to claim the domeM'C preference, and
compete vith the lor.i-stic Industry at
greatly red.iced c.amtal costs.

There i; al>o0 tne potential for re-
naevittg to create a competitive disad-
vantage within the lomestlc si-ctor.
The abiMy to r'-tlau foreign-built vro-
‘mls rece;.<d little .attention tn the
yU'fh Pac.f'.c ur.tii ..'m-.-ntly.

D'/rri's'.ic pr-v-'eM.ora are now con-
c<r-.rd that a ;-<:sn»n to build vessels
in U.S duyv trds n an' eipntlon of t) e

doirvs'tc ;.r-'fercr.i e -*'euld be turned
mfo a 'er.-Mj m- *ase by the ren.aggmg
louplt ue

la m™'lvr;. to ,-I- wl;-g concern

of :ti<- Nor't Pac.: r : . -mg industry. |
.am ir.trrd ii u'g uion which will
eliminate tlar ibiiiiy of reflagged ves-
sels to proo-.i fish

Tina bill «* A -igtied to establish a

level pi?' i :or all domestic op-

- . imp* ding the froe flow
ap.vai necessary for the

de. 'o,/... of trie ; -inr.g industry.

Set.ion 1limpditi a 10 year morato-
rium on the ability of foreign built
vessels to engage in f.sh processing
under the US. Pag The moratorium
applies to foreignCult vessels docu-
mented after January t. 1387. | know
of no such vessels documented after
January I|. and be .-v- s fair and eq-
uitable to close me . w-pnole as of that
date.

I want to put fra ? *eign and do-
mestic companie-~on notice that a race
to reflag vessels 'durum the pendency
of the congressional review process
writll not be toieratd »nv companies
which reflag ve%*- i s'*, r January 1lin
anticipation of different effective
date do so at their peril

Section 2 impo-.* s permanent re-
quirement that ad i.smen employed
on fish prcwes.si'-g v-s»ris documented
under the lavs of -ne United States be
U.S. citizens, irr'ipee-i.e of the port
from which such v.-s.vs —ay depart.

Section 3 addm-'i %n sine which Is
related to anotn-r s t-~-t of activities
by foreign fish p - n ft hits ccme
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to my attention that the law permits
US. cargo vessels to deliver fish Into
US. ports from foreign fish proces-
sors, even though direct delivery by
the foreign processor itself Is prohlbit-
ed.

The Federal Government has very
little Information about the acluAl
extent of such transhipment of fish
products. This section grants the Sec-
retary of Commerce the authority t
Irsue regulations requiring U.S. cargo
vessels engaged in transhipment to
provide Information on the extent to
which this activity is taking place, It
alio requires the Secretary to submit a
report within 6 months on the poten-
tial impact of such transshipment on
the development of the U S. fishing In-
dustry. and to provide recommenda-
tions on how to best regulate tins
practice, if necessary.

Section 4 provides for the termina-
tion of the provisions of this act at the
end of a 10-year period. This sunset
provision Is ncccs.aary to ensure that
the provisions of this legislation did In
fact assist In the continuing Americani-
zation of the U S. fishing Industry.

The fishermen and processors of
Alaska have convinced me of the ur-
gency of addressing these Issues so
that Investments in the domestic fish-
ing Industry can continue apace. |
urge the Senate tc review this issue as
quickly r-s possible.

Mr, President. I vk unanimous con-
sent that the bill be printed in the
P.F4.0RD.

There being r.o objection, the bill
wu ordered to be printed in ‘he
Plcoiid, .vs follows;

& 377

?2< it f-.acUrt by the S.-icfc and /I-iu* of
/t.-prrjc-iU.’ti.-j ot Pit | -sited SUIltrt o/
A-.mta n Cotsercji cjii-m&.Vd. That, non-
wilhMardirg ir.y Cl.u ptovvvion of 'w. it
shall be .r.tsiful for tny fm-.gn Built
vrvel d.r-i:zn*r.'rd unicr '.re Un of the
I'r.trd ~:atn vl'er Juiuary | 1247 lo
m \ie m (he rr/orii.r.g of f>h for rom.ner-
eixi ujv or rorsumsttcn.

s'nr J. Sect;- n 3!03«Si of title 43. Ur.ited
Siales Ccof j tm.-nCeil—

el. oy unmr.g or >acnt end .rw-rt.ng ji
D-j th*-r»"f vwm. or f.rewn OLc.t ;vsn
.:—SL. g v-iel . vrd

'?¢ S|- aodlr* ;rrn-.i-d!*tely »ffer Ihe first
ser.feecr 'he t-odeTtnr Alt of the .romcn
-rnplo*»-l )0 t fish pr-nr?.iPf v<-isel locij.
merited jr.der :.-.e ».->of tne tinned Stares
iha.l Bee:’Jens of the tinned Slatev*

Sfe 3. Section 431t’ai of the Rmwrd
.Sutoirs of the Ilruled Slates (43 Apo
USC bSlian 1Stmer.ded by ruMirv* it the
rod -.he fol.owing. The Secreiwry of Coen-
rrerce .T.»y isue mrh regulations u the
Seerettry ccr.siders r.eeenary to obtam fn-
forrsuon on the inmuorutton of ftsh
pm ‘jci Br vessels of tne United Stivea
from forrifn fish procesntnt ve**el» lo
pomu tn tne Uoit.-d States. The Seerrury
shall fubmit a report lo the Senate Commiit-
tee oo Commeree, Science sod Trwntpora-
uon. wod to live House Committee on Uef-
ehant Msrine and Pvhenej-

> tett.r.f forth, witmo »n months of the
rfste of enactment of this Art—

"Alan ev-»,j»tlon of the potenttal Impwet
if men trvjpor.ation of fish products oo
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t. ot the domestic Ur..led
i' vies fi.vhim industry, and

Hi r-rijmmendations, if any. for IfKista*
« n or other action to reguiate such trans-
,i,r',v un of fl;.h products in a manner must
r<'u‘ficia) to the future development of the
i. iri—tic United Sutes fishing Industry: and

<;i *t such other tunes as the Secretary of
Commerce determines that IcteLslatton Is
«it.did to v.sure the full detelopment of
i.”.e domestic United States fishing Industry.

SfC V The provisions of this Act shall be
u!f. i-tne until June 1.1997.

Mr. MURKOWSKI. Mr. Fn.-suimt.
it is a pleasure to Join my colleague,
STrtiator Stevens, In introducing this
legislation of vital Importance to llie

development of a strong U.S. fish
processing Industry.
This legislation would remove a

loophole caused by various Interpreta-
tions of the vessel documentation laws
mni the Mignuson Fisheries and Con-
servation Management Act. It would
impose a 10-year prohibition on the
use of reflagged foreign vrs;tls for the
purposes of fish processing.

Documentation docs not require
t..at a vessel be built in the United
States or that corporations sicking to
document a vessel have U.S. share-
holders. The law does restrict the use
of reflagged vessels In the coastwise
trade and as fish harvesting vessels.
However, there Isno restriction on the
u e of reflagged vessels as fish process-
e.g vessels.

This loophole, if not closed, could
r.-iult In a situation in which a foreign
processing company can. by merely es-
i.vbhshing i US, subsidiary and em-
ploying minimal US. management,
document a foreign vessel as a "vis: el
of the United States" and thereby re-
e i.e access to prime fishing areas re-
i-rved for the domestic industry. The
ei.la processed on such a vessel uuld
*‘nn be directly delivered to markets
..l ithe United States.

In order to encourage the dcve’-p-

cf a .-"Toni? Jomestic fish proccss-

# industry. l'ic MFCMA grants the
v.'horny to reserve access to prime
U S. fish-.r.g resources for the domestic
i-.h.ng Industry. Under U.S. law. a
viviel is considered "a vessel of the
Uf.i'ed States" if It is documented
.rtier U S. law.

Because I'S. law does not require

.e.sels of the United Statfrr* which
mnbark f.-cm foreign ports to employ
US labor other than the master and
chief of this ship, vessels could enjoy
this access while employing predomi-
nantly foreign seamen.

The law it currently stands has put
U.S. built and manned offshore proc-
essors and onshore processors at a
competitive disadvantage in relation to
reflagged processors. While the bill
would grandfather In the rights of ex-
isting reflagged processing vessels, a
100 percent U.S. citizenship require-
ment would be imposed for crews
working on these vessels. This require-
ment. and the 10-year prohibition on
the use of reflagged vessels for fish
processing would serve to level the
playing field for all fish processors.
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Finally, let me note the Importance
of a Iditional provisions of this legisla-
tion requiring tlie Secretary of Com-
merce to Investigate the extent to
which transshipment, the practice by
which foreign processor! transfer
processed fish to U.S. cargo vessels for
delivery to the U.S. market, may
Impair the continuing effort to fully
develop the U.S. fishing Industry.

In the closing days of the 99th Con-
gress, | introduced similar legislation
to call to my colleagues' attention tire
r.eed to address this serious problem. |
am pleased to Join my colleague, the
senior Senator from Alaska In once
again addressing this Issue and | urge
my colleagues to join us In uupportng
this legislation.

By Mr. THURMOND:

S. 378. A bill to amend the Tariff

Schedules of the United Slates to con-
tinue the suspension of duty on men-
thol feedstocks; to the Committee on
Finance.
SfSPINS.'"ON or DUTY OS MENTHOL rEXOSTOCKS
e« Mr THURMOND. Mr. President,
today | am introducing a bill that was
Introduced by me in the 99th Congress
which would further extend the tem-
porary suspension of the duty on cer-
tain menthol feedstocks. These feed-
stocks are utilized by domestic manu-
facturers to produce synthetic men-
thol. A duty is Imposed on these
chemicals when they are imported
into the United States from West Ger-
many Si.-.re th'-re are no domestic in-
dustries luat produce these particular
feedstocks, this duty affords no pro-
tection to ar.y rtvmical manufacturer
in the Undi d 5?ales. To the contrary,
it imposes an unnecessary financial
burden or. the US. menthol industry
by increasing production costs.

To relieve this unnecessary burden. |
introduced a bill in 1983 to temporari-
ly suspend f ®duty on menthol feed-
stocks. That legislation was ultimately
.ieorpor»Vd into the Miscellaneous
Tanfr Act of 1984 which became law
in October .?04, It provided for the
suspension of this duty until Decem-
ber 31. 1987

Unfortunately the situation facing
our domestic menthol industry has
worsened since 1984. There arc still no
American producers of menthol h -d-
stocks. The American menthol indus-
try must Import these vital feedstocks

to produce menthol producLs. The
American menthol industry Is then
forced to compete against foreign,

cheaply produced menthol products in
domestic and international markets.
In 1984. the market price for the fin-
ished menthol product was >10.70 per
pound. Since that time, the market
price has steadily declined. The de-
cline in market prices is due to foreign
countries which suosldize and protect
their menthol producers. This decline
In prices has had a severe impact on
our domestic industry The United
States has only or.e domestic manufac-
turer of menthol. This producer has
suffered a 40-percent drop in operat-
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ing profits from 1985-1986. Despite
eroding profits, this company has
managed to maintain Its market share
over the past few years. However, if
the suspension of this duty is not ex-
tended. the future of domestic men-
thol production looks bleak.

This bill would simply extend the
suspension of the duty on menthol
feedstocks for 5 more years, until De-
cember 31. 1992. It would permit the
continued receipt of the particular
feedstocks necessary to produce men-
thol without paying a duty.

Mr. President. | realize this bill will
nut solve all The numerous trade diffi-
culties faced by our domestic menthol
Industry. However, It would assist one
domestic business In Its competition
against foreign manufacturers. It will
help preserve the American menthol
Industry and many American Jobs. For
these reasons. | urge the prompt pas-
sage of this Important legislation

By Mr. THURMOND:

S. 379. A bill to amend the Tariff
Schedules of the United Stales with
respect to extracorporeal shock wave
lithotripters: to the Committee on Fi-
nance.

IXTRACORIORt-VL SHOCK-WAVI LITHOTRIFTLHS
o Mr THURMOND. Mr. President,
toda; | am Introducing legislation
which is designed to rer-udy an exist-
ing Inequity in the Tariff Schedules of
the United States concerning the clas-
sification of extracorporeal shock
wave llthotripters.

The extracorporeal shock wave I.th-
otrtpier is a new Invention which ¢g>n-
crates a shock wave to disintegrate
kidney stones without Invasive -ur-
gory. At present, the only llthotr:pier
manufacturer which has received Food
and Drug Admlinistration approval fur
use in the United Slates is Dormer
Medical Systems, which Is based in
West Germany. There are no domes'..c
manufacturers presently producing a
hthotripter approved by our Govern-
ment.

Ilhe hthotripter enables patients to
avoid susgery. It reduces pain and sin
ferIng. inpatient hospitalization, and
the cost of kidney stone treatment In
fact, many hthotripter procedures can
be performed on an outpatient basis.

Under the present tariff schedule,
Ilithotripters fall under the
"eleclromedlcal apparatus" category.
Within this category there are two dif-
ferent duty schedules. A duty of 92
percent Is imposed on an "eleetrosurgi-
cal apparatus.” All other Items In this
category carry a 4.4-percent duty.
Whether the procedure Is surgical or
nonsurgical Is apparently a determin-
ing factor In regards to the amount of
the duty. The duty on a surgical appa-
ratus is over twice the duty on any
other electromedical apparatus, and
represents a gTeat deal of money on
costly Items like llthotripters. Specifi-
cally. the difference In duties when ap-
plied to the present price of the lltho-
tnpter is approximately >101,000.



100th congress

1Ist Session

To impose ii moratorium on (lie ability of foreign-built vessels to qualify for

To

entain benefits under the Mag.iuson Fishery Conservation and Management

Art, and for other purposes.

IN THE SENATE OF TILE UNITED STATES

January 22, 10S7

Stevkns (for himself and Mr, Mukkowski) introduced the following hill;
which was read twice and referred to the Committee on Commerce, Science,

and Transportation

A BILL

impose a moratorium on the ability of foreign-built vessels to
qualify for certain benefits under the Magnuson Fishery

Conservation and Management Act, and for other purposes.

Be it enacted by the Senate and House of Representa-
lives of the United Stales of America in Congress assembled,
That, notwithstanding any other provision of law, it shall be
unlawful for any foreign-built vessel documented under the
laws of the United States after January 1, 1987, to engage
in the processing of fish for commercial use or consumption.

Sec. 2. Section 8103(b) of title 46, United States Code,

is amended—
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2
(1) by striking “or yacht” and inserting in lieu
thereof yacht, or foreign-built fish processing
vessel”; and
(2) by adding immediately after the first sentence
the following: “All of the seamen employed on a fish
processing vessel documented under the laws of the
United States shall be citizens of the United States.”.
Si:c. 3. Section 4311(a) of the Revised Statutes of the
United States (46 App. U.S.C. 251(a)) is amended by adding
at the end the following: “The Secretary of Commerce may
issue such regulations as the Secretary considers necessary to
obtain information on the transportation of fish products by
vessels of the United States from foreign fish processing vcs-
sels to points in the United States. The Secretary shall
submit a report to the Senate Committee on Commerce,
Science, and Transportation, and to the House Committee on
Merchant Marine and Fisheries—
“(1) setting forth, within six months of the date of
enactment of this Act—

“(A) an evaluation of the potential impact of
such transportation of fish products on the dcvel-
opment of the domestic United States fishing in-
dustry;

“(B) recommendations, if any, for legislation

or other action to regulate such transportation of

5 177 15
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fish products in a manner most beneficial to the

future development of the domestic United States

fishing industry; and

“(2) at such other times as the Secretary of Com-
rnerce determines that legislation isneeded to assure
the full development of thedomestic United States
fishing industry.”.

Sec. 4. The provisions of this Act shall be

effective until June 1, 1997.

0
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100th congress
1st Session H R 4
n n

Requiring American ownership, construction, and manning of conunmral fishing
industry vessels

IN THE HOUSE OF REPKESENTATIVKS

January fi, 1U87

Mr. ~oi’N(! of Alaska introduced the following hill; which was referred to the
Committee on Merchant Marine and Fisheries

A BILL

Requiring American ownership, construction, and manning of

eomtncrical fishing industry vessels

1 Be it enacted by the Senate and House of Represents
2 lives of the United States of America in Conyress assembled,
3 Section 1. Except as provided in section 2, a fishing,
4 fish processing, or fish tender vessel (as defined in section
5 2101 of title 4G, United States Code) greater than 5 net tons
G may not be issued a certificate of documentation under chap-
7 ter 121 of title 46, United States Code, after October 31,
8 198G, unless the vessel was built in the United States and, in

9 the case of a vessel owned by a corporation, the controlling
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interest in the corporation is owned by citizens of the United
States.
Sec. 2. The provisions of section 1 do not apply to a

fishing, fish processing, or fish tender vessel that has been

issued a certificate of documentation before November 1,
1986.
Sec. 3. Section 8103 of title -16, United States Code, is
amended—
(@ in subsection (b) by inserting “, fish process-
ing, fish tender,” after “fishing”; and
(b) by adding a new subsection (i) as follows:
“(i) On a fishing, fish processing, or fish tender vessel
that has been issued a certificate of documentation under

chapter 121 of this title, at least 75 percent of the entire
complement (including licensed individuals) must be citizens

of the United States.”.

HR 4 O
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SECOND READINC OF HOUSE RESOLUTIONS

SSHJR 5

The following waa read the aecond time with the Resource!
Committee report (page 295):

SPONSOR SUBSTITUTE FOR HOUSE JOINT RESOLUTION

NO. 5

Relating to the reflagging of foreign fish pro-
cessing vessels.

Amendment No. |1 by the Resources Committee (page 295).

Representative Herrmann moved and asked unanimous consent
that Amendment No. 1 be adopted.

Representative Pettyjohn objected and withdrew his
objection.

There being no Tfurther objection, Amendment No. 1 was
adcpted.

SSHJR 5an

Representative Cruenberg moved and asked unanimous consent
that SPONSOR SUBSTITUTE FOR HOUSE JOINT RESOLUTION NO. 5
amended be considered engrossed, advanced to third reading
and placed on final passage. There being no objection, it
was so ordered.

SSHJR Sam was read the third time.

The question being: "Shall SSHJR Sam pass the House?" Thu
roll was taken with the following result:
SSHIJR 5 AM

Yeas: 39 Adams, Barnes, Boucher, Boyer.

Brown, Cato, Collins, Cotten,
Davidson. Davis, Donley, Ellis,
Frank, Furnace, Goll, Cruenberg,
Crussendorf, Hanley, Herrmann,
Hoffman, Hudson, Koponen, Larson,
Menard, Miller, Navarre, Pearce,
Pettyjohn, Phillips, Pourchot,
P.ieger, Shultz, Springer, Sund,
Swackhammer, Taylor, Ulmer,
Wallis, Zawackl

Nays: 1 Martin
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SSHJR 5am
Excused:
Absent:

And so, SSHJR Sam passed the House and wns referred to the
Chief Clerk for engrossment.

LEGISLATIVE CITATIONS

Representative Cruenberg moved and asked unanimous consent
that the House approve the citations on the calendar. There
being no objection, the House approved the following*
citations:

Honoring * Eric D. Wardell
Honoring - Roberta Ann VIttone, Mrs. Alaska 1987

The citations were referred to the Chief Clerk for
transmittal to the Senate.

SPECIAL ORDERS

Representative Herrmann moved and asked unanimous consent
that the following citations be taken up as a Special Order
of business at this time:

Honoring - Dillingham Wolverine Cirls Basketball
Team, Region 1 3A Tournament Champions

Honoring - Dillingham Wolverine Boys Basketball
Team, Region 1 3A Tournament Champions

There being no objection, it was so ordered.

Representative Herrmann moved and asked unanimous consent
that the House approve the citations. There being so
objection, it was so ordered.

The citations were referred to the Chief Clerk foi
transmittal to the Senate.



SENATE COMMITTEE REPORT

FURTHER: RESOURCES
2/26/87 DATE TURNED INTO OFFICE /% *5%, 7
Mr. President:
TRANSPORTATION Committee considered SSHJR 5 am

Relating to the reflagging of foreign fish processing vessels,

and recommended:

[ 1 replace with CS FOR

[ J or adopt CS FOR
[ 1 attached amendment(s) and
N\ do pass
do not pass
no recommendation

individual recommendations

e e b

further referral to

)
)

[
L

] letter of intent adopted_

Committee [A] attached or [ ] adopted fiscal note(s)
[ 1 new [ 1 updated or [pf previous
Y3 zero [ 1 fiscal impact

MEMBERS SIGNING DO PASS

Committee Backup Attached

same title
new title

OTHER RECOMMENDATIONS



ALASKA STATI: LEGISLATURE
HOUSEOF RIEPRESENTAT VIS
RESEARCH AdKNCY

1'() M<>\ Y. Si,nc Cjpiiol

Jiitic.iu. M.ivkaWMI JKK)

Mail Slop <X
007) 46J.JW1
January 23, 1987
MEMORANDUM
TO: Ropresontative CliffDavidson

ATTN: Cecil Ranney

FROM: Karen Oakley”
Legislative Analyst

RE: Groundfish Harvest and Processing and Reflagging of Vessels
Research Request 87.082

You requested that we Ilocate recent figures on the amount of groundfish
harvested and processed in Alaska and the number of foreign vessels that
have been reflagged for wuse as fish processors in United States
waters.1 You specifically asked:

How much groundfish was harvested from state waters during the last
three years?”

How much groundfish was harvested within the Exclusive Economic Zone
(EEZ) off Alaska by U. S. and foreign vessels during the last three
years?*

How much groundfish was processed in Alaska by floating and by shore-
based processors during the last three years?

How many foreign vessels have been reflagged for use as fish proces-
sors in United States waters?

JA vessel built in another country may be documented as a U.S. vessel
and then used for international trade. A foreign-built vessel that has
been reflagged cannot be used to harvest Tfish, but it can be used to
process fish outside the three-mile limit. A reflagged vessel may trans-
port goods between U.S. and foreign ports only; it may not be used to
transport goods between two U.S. ports.

Heo
e-State waters extend three miles from shore.

3The EEzZ, formerly the Fisheries Conservation Zone, extends approxi-
mately 200 miles from shore.



Representative Davidson
January 23, 1987
Page 2

Groundfish Harvest and Processing in Alaska

Fish tickets for groundfish harvest have only recently been modified to
include the specific catch Ilocation within state waters. Fred Gaffney,

Extended Jurisdiction Coordinator, Commercial Fisheries Division, Alaska
Department of Fish and Game (ADF&G), could provide data on groundfish

harvest from state waters for 1985 only. There were 3,575 mctric tons of
groundfish taken from state waters in1985. Thesefish represented. 0.2

percent of the approximately two million metric tons of groundfish”
harvested from the EEZ off Alaska in 1985. The relative volume of
groundfish taken from state waters is small because the major groundfish

stocks typically reside over three miles from shore.

The amount of groundfish harvested and processed in Alaska during the last
three years 1is presented in the attached table. These data were prepared
by Janet Smoker of the National Marine Fisheries Service. You may wish
to contact her at 586-7221 if you have further questions about these data.

Reflagging

According to Rod Moore of Congressman Don Young®"s office, three foreign
vessels have been reflagged to allow them to operate as fish processors in
United States waters. Two of the vessels, the F/V GOLDEN ALASKA and the
F/V ALASKA ONE, are now operating in Alaska waters; the third vessel, M/V
HOLLAND, operated on the east coast for a time, but its owners are pres-
ently bankrupt. The F/V GOLDEN ALASKA is processing pollack in the Bering
Sea, and the F/V ALASKA ONE is processing rockfish in the Aleutians.

As you are probably aware, Congressman Young recently introduced MB 438 to
address the reflagging issue. This bill would change U. S. maritime law
regarding the use of reflagged vessels in the U. S. fishery by:

prohibiting the use of any foreign-built vessel that was reflagged
after October 31, 1986;

requiring that controlling interest 1in any corporation that uses a
reflagged vessel be owned by United States citizens; and

requiring that_75 percent_of the crew of any reflagged vessel be
United States citizens.

I hope you find this information useful. Please feel free to contact me if
youhave any questions. We have requested a copy of MB 438, and we will
forward it to you when it arrives.

KO

Attachment

4The National Marine Fisheries Service recently assumed primary responsi-

bility for collection and analysis of groundfish data. Formerly, the
ADF&G.and_NMFS had joint responsibility.



TABLE 1

1984 -1986 Groundfish Harvest and Processing in Alaska
(1000"s metric tons)

Harvest from Alaska Processing in Alaska
Exclusive Economic Zone

Total Joint Foreign Total Shore- Floating*
Venture Vessels based
Vessels
1984 1,892.3 577.2 1,315.1 na na na
1985 1,947.0 870.8 1,076.2 na na na
1986 1,663.4 1,167.7 4957 144 _0** 35.0** 109.0

Notes:

All data are from the National Marine Fisheries Service (NMFS).

na--data not available from NMFS.

~includes catcher-processors

**Data from November and December 1986 have not yet been processed, so
these values are for January through October 1986. A fair amount of
groundfish 1is typically processed during November and December, and Janet

Smoker of NMFS estimates that an additional 10,000 to 20,000 metric tons
were processed by shore-based processors in November and December 1986.

Prepared by the House Research Agency, January 1987, 87-082.



CLOSING THE RE-FLAGGING LOOPHOLE

The waters off of Alaska contain enormous groundfish
stocks that dwarf those available in other areas of the United
States. Species such as Alaskan pollock, Pacific cod, and
vellowfin sole, are part of a renewable "resource that has an
estimated value of over three billion dollars annually. Since
the 1iInitiation of large-scale factory trawling activities In
the latel¥850s, the harvesting and processing of this resource
has beendominated by foreign fishing fleets. In recent years,
however, the United States Tfishing industry has taken over the
harvesting of these species of fish. The domestic processing
industry 1is also growing at a tremendous pace and the United
States fishing industry will soon have the capacity to Ffully
utilize the valuable groundfish resources off of Alaska. Yet,
this rapid development may be thwarted by a Jloophole in U.S.
law which permits a Tforeign Ffishing company to transfer the
registry of their ships from foreign-flag to United
States-flag, and thereby obtain preferential access to United
States Tfishery resources. -

1. Regulation OF Vessels In The United States Fishing Industry

ae Priority, Access For U.S. Vessels Under The Mat}nuson
-Act

In 1976, Congress passed the Magnuson Fishery and
Conservation and Management Act, 18 U.S.C. 8 1801 et seq., to
regulate fishing_ within 200 miles of our nation®"s shore and
promote domestic “utiliz-ation of the Ffishery resources within
the newly created "exclusive economic zone" (EEZ). Under the
Magnuson Act, United States vessels are accorded a preference
to harvest, and process Ffishery” resources within the EZ":
Foreign, vessels are only allowed access to fish that will not
be utilized by the United StaTelT "fishing industry. The defini-
tion of "vessel of the United States"™ is, therefore, critical
for distinguishing who will have access to the fishery
resources within U.S. waters.

b. Requirements To Be Documented As A Vessel OF The
United States

The Magnuson Act in 8§ 1802(27) defines the term vessel of
the United States as "any vessel documented under the laws of
the United States .. 2" The Vessel Documentation Act, 46
U.s.C. 8§ 1210 et seq., allows for any vessel to be documented
as a vessel of the United States if it is over 5 net tons and,
under the requirements of § 12102, is owned by -



(1) an individual who is a citizen of the United States;
(2 an association, trust, joint venture,or other entity
. - - all of whose members are citizensof the United
States . . . ;

(3 a partnership whose general partners are citizens of
the United States, and the controlling interest in the
partnership 1is owned by citizens of the United States;
(@) a corporation established under the laws of the
Unitcc)_States or a State, whose president or other chief
I executive officer are citizens of_the United States and no
I inore of 1its directors are noncitizens than a minor ity of
m khe_miinber necessary to constitute a quorum;

(5) the United States Government; or

(6) the government of a State."

Under the documentation requirements, a "vessel of the United
States” can""be eritirely., owned by Tforeign nationals as long as
they 1incorporate 1in the. United States or any state, and the
requisite corporate officers are United States citizens.

Ce Boquirements For A Vessel To Engage In "Fishing"

For a vessel to engage in Tfisheries, 46 U.S.C. § 12108
requires that it be built iIn the United States or condemned as

prize of war. Fish processing, however, 1is not included within
the definition *of fisheries under 8§ 12101(6) of the Vessel
Documentation Act. A foreign-built vessel, therefore, could

process our domestic TFfishery resources 1if it were documented
under the laws of the United States.

d. Manning Requirements For A United States Vessel

46 U.S.C. §& 8103(b) provides that "[o]n each departure of

a documented vessel . . . from a port of the United States, 75
percent of the seamen (excluding Hlicensed 1individuals) must be
citizens of the United States. . . . " The United States Coast

Guard has informally ruled that 1£_a-U.S.-documented processing
vessel were, to depart from a foreign port, there would be no
requirement that its crew be citizens of the United States.

e. Landing Of Fish Harvested In United States Waters

The Nicholson Act, 46 Uu.Ss.C. § 251, prohibits a
foreign-flag vessel from landing in the United States any Tfish
products taken aboard on the high seas, a term that includes
the 200-mile EEZ. Of course, a United States documented vessel
is permitted to Iland its harvest of Ffish or fish products in
the United States.



2. Effect: Of These Laws Upon The Fishing Industry

The 1interaction of these statutes would allow a foreion
company to document a foreign-built vessel as a "vessel of the
United States" and thus be able to claim priority access to
process United States Tfishery resources. The vessel®"would not
be permitted to "fish"™ within U.S. waters; however, by obtain-
ing a U.S.-flag, the vessel would be permitted to process
United States fish harvested “within the EEZ, the territorial
sea or the internal waters of any state. Further, 1if the ves-
sel were to depart from a foreign port, there 1is no requirement
that United States citizens be employed on the crew.

3. The Need For Legislative Action To Restrict Rc-flaggi_ncj

Foreign Tfishing companies currently operate large factory
vessels capable of processing all of the groundfish resource

from waters off of Alaska. Most of these vessels do not har-
vest Tfish directly, but instead receive deliveries of fish from
United States Tfishermen 1in "joint venture' operations. In the

past, there has been no incentive for foreign companies to
re-flag their vessels “because they"™ were able to harvest "or
process Ffish that were not TfTully utilized by the United States

industry. The United States groundfish processing industry,
however, has recently grown at a'phenomenal rate and in the
near Ffuture there will not®"be" "surplus"” fish in U.S. waters
available for foreignoperations.— If these existing Tforeign

vessels are re-flagged as vessels OE the United States, they
will have priority access to United States fishery resources
and directly compete with a growing fleet of United States
processing~vessels and shorebased processing plants. Because
many TFforeign vessels are TfTully depreciated, a re-flagged vessel
would provide a distinctive cost advantage to the foreign oper-
ation over their United States competitor. In short, foreign!
companies can re-flag their existing Tfleets and thereby retainj
control of U.S. fishery resources while thwarting development,
of the domestic fishing industry. -

Two bills have been introduced in Congress to close the
re-flagging loophole. In the House of Representatives,
Congressman Young of Alaska has introduced H.R. 43C, which
would require that all vessels which receive U.S. documentation
after October 31, 1986, be built iIn the United States, and 1in
the case of a vessel owned by a corporation, the controlling
interest in the corporation be owned by citizens of the United
States. Additionally, H.R. 438 requires that at least 75 per-
cent of the crew aboard such vessels be citizens of the United
States. The bill has been referred to the House Merchant
Marine and Fisheries Committee. In the United States Senate,
§$.377, has been introduced by Senator Stevens and co-sponsored



by Senator Murkowski. This bill provides Cor a ten year mora-
torium beginning January 1, 1987, on the documentation of all

foreign-built vessels. S$.377 would also require that 100 per-
cent of the seamen employed on Ffish processing vessels be
United States citizens. Senator Stevens*® bill has been

referred to the Senate Commerce Committee.

To protect the existing Alaskan groundfish processors from
an "end run™ around the preferential access afforded the domes-
tic industry, and to ensure continued development of the United
States groundfish processing industry, we strongly encourage
hearings at the earliest possible date on these bills and sup-
port of efrorts to close the Iloophole that allows for foreign
vessels to be re-flagged as vessels of the United States.

*190b



£> SOUTHWEST ALASKA

MUNICIPAL CONFERENCE
Box 89 ¢ Unalaska <+ Alaska 99685

January 27, 1987

Representative Cliff Davidson
Pouch V
Juneau, Alaska 99811

Dear Rep. Davidson;

Last year the Southwest Alaska Municipal Conference (SWAMC)
was formed to promote economic development in our region.
Included in our conference are the municipalities iIn Kodiak,
Bristol 3ay, Alaska Peninsula, Aleutian Islands and Pribilof
Islands. Together, our communities represent 70% of the
total value of Alaska®"s fishexi.es caught in 1986 .

The SWAMC 1is seeking support for policies which would benefit
our region, the State of Alaska and the Nation. Most of them
are TFisheries development issues: either developing nev;
fisheries or retaining more economic beneflF in "ATITska from
existing fisheries. "._.._......

Enclosed is a description of the issues we feel need
immediate attention from the State of Alaska. Resides the
immediate issues gf refj _agging, fish.tax, and domestic
observer program, theVe is the more long term program of
developing a o"ilprehensive xegional development strategy.
More than ever we need sound information frorfPwhTch to base
our decisions.

The SWAMC has already devoted substantial resources to this
strategy and we are prepared to invest more to realize this
project. But we can"t do it alone. We feel the State would
be fully jJustified iIn providing economic assistance to this
project which promises to make a substantial contribution
toward rebuilding our State®s economy.

We send you this information as an introduction to our policy
goals and Vv/ill be contacting you in the future to see how we
can work together to put our State back on solid economic
footing.

Sincerely,

Paul Fuhs,
President, SWAMC



REFLAGGING: AN 1SSUE OF ECONOMIC CONCERN

INTRODUCTION

Roflagginc, allowing documentation of foreign built vessels
as U.S. vessels for the purpose of groundfish processing,
serves neither the interest of the State of Alaska or the
Nation as a whole. This 1issue 1is particularly critical to
the communities within the Southwest Municipal Conference
(SWMC) who stand to lose a large part of their economic base.
Reflagging also has the potential for inhibiting the
development of shore-based groundfish processing and thus is
not consistent with the goal of Americanization of the
groundfish 1industry.

Recognizing the significance of reflagging to the economic
stability of southwestern coastal communities, the Southwest
Municipal Conference has provided this overview of the issue.
They have a number of projects underway which will quantify
the potential 1impacts of reflagging to the communities in the

region and to the State. This information will be available
shortly, -and will serve to provide additional support for our
concerns. The various components of the reflagging 1issue are

discussed soparatelv below.

PRIORITY TO THE GROUNDFISH RESOURCES IN THE FCZ

The underlying reason for the emergence of the reflagi irg
issue is the priority access to the groundfish resource in
the fisheries conservat ".on zone (FCzZ) off Alaska. The
Magnhuson Fishery Conservation and Management Act of 1976
(iFCMA) clearly structures the priority of access to assist
the Americanization of all fisheries in the FCZ. The North
Pacific Fishery Management Council developed allocation
guidelines based upon the authority of the f_.FOMA for 1its
allocation of harvest privileges.

The highest priority in the allocation of groundfish in the
FCZ is to Bomestic fishermen delivering to domestic
processing companies. The processing companies can either
be shore-based or at-sea floating processors. American
factory trawlers engaged in both harvesting and processing
groundfish are also included in this highest priority
category.

The next level of priority access to the fishery resources in
waters off Alaska 1is to joint venture fisheries. In joint
venture operations, American fishing vessels harvest
groundfish and deliver at sea to foreign processing ships.
The growth of the joint venture groundfish fishery has been



nothing short of spectacular since 1931, and has been
responsible for a large increase in the Ffishing capability of
the Pacific Northwest Tfishing fleet.

Recognizing the growth of the domestic groundfish industry,
the North Pacific Fishery Management Council eliminated all
foreign fishing, and most joint vc?nture fishing, in the Gulf
of Alaska during their September, 1986 meeting. The Council
also sharply reduced the foreign allocation of groundfish in
the Bering, Sea due to the growth 1in the U.S. shore-bast"d,
factory trawler and joint venture capacities. The Council
also unanimously endorsed the call for action to prevent the
documentation of foreign built vessels as U.S. vessels for
the purpose of processing groundfish in the FCZ. The SWMC
agrees with the Council resolution, but feels that additional
action 1is necessary.

Reflagging would allow foreign fishing companies to continue
to utilize their existing fleets and in addition be allocated
priority access to the groundfish resource. “While this would
benefit foreign fishing companies, it would work against
development of existing and planned U.S. groundfish
development and would have detrimental effects to shore
communities in the Gulf of Alaska and the Bering Sea. The
reasons for our concerns are discussed briefly below.

POTENTIAL NEGATIVE IMPACTS OF REFLAGGING

. [
IT foreign fishing companies were allowed to transfer
registry of their processing ships from foreignh registry to
U.S. registry, there would be several impacts on groundfish
development, both for Alaska and the U.S. These impacts
would not only affect the groundfish Ffishery, but could also
impact other fisheries such as Alaska®"s salmon industry. The
impacts from reflagging would affect:

1) jobs 1in processing sector
2) income to Alaska and the Nation

3 capital investment by U.S. companies into the ground! i.,n
industry

Jobs in the Processing Sector

It is in Alaska"s best interest to assist the development t
a diversified groundfish fleet combining both shore-based j;.J
at-sea processing. As a general rule, we can expect gr»*_j*=>T
employment of Alaskan processing workers in shore-based
groundfish plants rather than in at-sea processing ships.
However, the" SWXC recognizes that full Americanization *m%e
groundfish Tfishery requires factory trawlers and Tfloat int



processing ships due lo the nature of the resource. As shote
communities, we hope to increase our economic base by
directly participating iIn on-shore processing acting as
points of supply to the offshore fleet.

Foreign fishing companies currently have processing fleets
capable of harvesting all groundfish resources from waters
off Alaska. If reflagging were allowed, the new foreign
controlled U.S. companies might find it in their best
interest to utilize Tforeign crew members. There would be no
employment®"benefit to eitncr the Alaskan or U.S. economy
under this scenario. IT processing crews were American
workers, they would likely be hired from areas other than
the Ilocal communities iIn the area.

Another potential impact to Alaskan communities 1is that
groundfish processing of fillets requires a relatively larger
number of workers compared with surimi production. Since it
is our basic assumption that reflagged factory ships would
Lend to produce mostly surimi rather than a combination of
surimi and Ffillets(l), the overall impact of reflagging would
be to reduce processing jobs.

Income to Alaska m d to the Nation |

One of the primary reasons Tfor the MFCMA is to assist
development of American fisheries in harvesting and
processing .the fishery resources within the FCZ of the United
States. In the opinion of the Southwest Municipal Conference
and major components of the industry, reflagging of foreign
processing ships would not assist Americanization of the
industry.

Under the scenario of reflagging, Tforeign fishing companies
would be able to utilize their existing fleet and still
receive priority access to the groundfish resources. Even
though they would be required to organize a domestic
subsidiary to operate as a U.S. company, the operating
decision would still be in the hands of the foreign Ffishing
company .

Equally important is the consideration that Tforeign TFfishing
companies have a large degree of control of imports of
fishery products into their respective countries,
particularly for surimi. These companies would have little
incentive to increase access to their country"s markets if

(1) This assumption 1is based upon the physical space
limitations on Tfloating processing ships which [limits the
potential for different product forms being produced
simultaneously.



that action would increase the competllive- poslilion ol thv
U.S. processing industry. A Ffleet of reflagced factory ships
would also not offer Alaskan communities the opportunity to
act as service and supply centers. Through their years of
operation of distant water Tfishing, Tforeign Tfishing

companies have an established system to supply their fleets
and to provide for transportation of product. If reflagged
factory trawlers oecame the dominant component of the
groundfish fleet, there would be little opportunity for
communities to provide supplies and services.

Capi taJ Investment by the U.S. Industry

An important impediment to U.S. investment in groundfish
processing iIn the Gulf of Alaska and the Bering Sea 1iIs caused

by regulatory uncertainty. This uncertainty increases the
risk of companies considering involvement in the groundfish
industry. IT the existing industry participants and those

contemplating investment in the industry feel that there 1is a
potential for a flood of newly created, foreign controlled,
U.S. companies entering the groundfish industry, they will
have little incentive to make capital investments in
developing shore-based processing facilities in the area.
The end result to Alaska would be very little benefit from
harvest and processing of the groundfish resource.

A last issue related to regulatory uncertainty 1is the
potential for disruption 1in other Alaskan fisheries from an
emerging reflagged fleet. It can be assumed that If
reflagging were allowed, competition for the groundfish
resource would soon result in shortened season length.
Pollock fishing 1is normally poorest during the summer months.
Under existing regulation, there would be nothing to stop the
reflagged processing fleet from processing salmon, crab or
other species. The result of this development would bring
great disruption to the economies of many Alaskan coastal
communities and the existing Tfishing industry.

NEEDED: ACTION ON REFLAGGING

To deal with the threat of reflagging, the SM".C feels
Congressional action will be required. To send a clear
message to this affect, the Alaska Legislature should
strongly support House Joint Resolution S5 which will
prohibit the use of foreign hulls for fish processing within
the U.S. FCZ. They should also work with Alaska®s
Congressional delegation to draft regulations which will
prohibit the use of foreign labor for fish processing on U.S.
vessels within the FCZ.



I\*V

T - %% . *

C¥%-h\

first call al (he Port of Port-
I a cargo of 24<6 Honda 3U-
plugiic commemorating the
's general manager, autoirio-

(Port.of Portland photo)

my Rernardin, Tacoma
*s chief financial officer, said
"<3.3 million contract should
re the company's financial
mploymeat stability,
they say everything comes to
: who wait," said Rernardin.
company had waited through
epostponements of the Navy's
ion date on the contract
e the award came on Friday,
¢ company’s uncertainty
t the contract had led to three
s of a hearing on its
uptcy reorganization plan,
na Ron.citing debts of more
100 million, filed for protec-
under federal bankruptcy
September 1985.
new contract is for the
ul of "he Mayes, a twin*
rcscard ship. The contract
: compete rebuilding of the
mor a 32-month contract

ship, now layed up in
N.J., was built as a

ship It will be converted

nann:dctcclionship.

din aid the ship will

Jorage of about 70
3" Ik project. The first
wotkrj — engineers to
dam_ 3fe due to be
,,n <e next two weeks,
Eh ic ship will not ar-
ou,vo months.

‘Pwill be towed to
f'dNavy, The Hayes is
{wide to go through
a mal, so it will have
%round the tip.of

W*i J»
In other action, the Port of
Portland Commission approved:
e entering into a three-year

a soic-source agreement with.
International Business Machines
in an estimated amount of
S320.000 to purchase data pro-
cessing equipment.

eV.-l. |11, Voioz,,
m-1, sea Land.
March Point

Texaco Florida,
Shell.

AM. Shell, Vuldc

Arco Sag Riser, AM, Mobil, Valdei
Arco.

(Continued on Page 14, Column 1)

Reflagging foreign fish processors

SEATTLE — With surprising
rapidity, the foreign fish harvest in
the North Pacific within the U. S.
200-mile fishery zone has declined
this year to only 54,000 tons for
well over 2 million tons in 1973.

Amcrican-flag harvest vessels
have now nearly completely dis-
placed fleets from Japan, Korea,
Poland, U. S. S. R. and the other
foreign countries that previously

dominated the hieh value/low vol- 7

time bottom fisficrics off Alaska.
Cod’and pollock arc now as im-
portant to American fishermen, if
not more so, as king and tanner
crab catches were in the late 1970s.
The Magnuson Fishery Conserva-
tion and Management Act has
worked — at least in the eyes of
(he fishermen.

The processing sector still holds
a different point of view.

Much of this large U. S. fish
harvest is still delivered at sea to
foreign factory processing vessels
that reduce the fish to frozen filets,
blocks or surimi the raw material
for imitation crab legs, and other
"analog" products. Many of these
products come back into the
United States to compete with
those sold by U. S. fish processors
or they dominate markets to the
exclusion of U. S. processors.
Thus, the strong push to "Ameri-
canize" the processing of the U. S.
fish catch continues, led by the
large fish processing companies in
the Pacific Northwest.

Port of Tacoma
picks engineer

TACOMA - The Port of
Tacoma has selected ABAM
Engineers of Federal Way to

design an estimated S31 million
containcrship project known aa
Terminal 3.

The project will consist of ex-
tending a present wharf by 360 ft.,
increasing containcrship berthing
by 960 ft. and installing several
container cranes. Work is ex-
pected to be completed by
December of 1989.

A facility for fishing boats will
need to be moved for the project,
which the port hopes will attract

additional containerized enter-
prise* A
/)y J('c/c - S

ZaGI ron
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Law

Sea

James P. Walsh
of
Davis Wright & Jones
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Idish itchairman nf P jvis Wright <t Jones' Admiralty und Maritime | aw
Practice Croup. In aihlilion lo Seattle, Davit Wright 4 Jones has offices in
Rcllevne, Richland, Anchorage end Washington, D. C.

Due lo the need to keep quality
high, bottom fish must be process-
ed quickly. Now nearly all the
catch is processed at sea in forcign-
flag processing vessels or in a small
number of U. S.-fTag catchcr/-
proccssors now operating out of
Seattle.

In effect, many fishermen are
now becoming processors.
Because of the Magnuson Act
policies to Americanize and good
financial rcturns,.additional catch-
cr/proccssors arc now being built
from scratch or by conversion of
surplus oil supply boats purchased
at rock bottom prices in the Gulf
of Mexico.

A fairly large increase in U.
S.-flag, at sea processing capabili-
ty is expected to come on line this
year, displacing foreign fish pro-
cessing vessels now engaged in
joint ventures with U. S.
fishermen.

Last year as a result of heavy
lobbying by a U. S. shipyard, it
was brought to the industry’s at-
tention that foreign built process-
ing vessels could be placed under
the U. S. flag. All that is necessary
is to purchase a surplus Japanese,
German or other foreign-built
vessel, transfer it to a bona fide U.
S. citicizen corporation.

Such a vessel could process fish
in the U. S. 200-mile zone,
although it would be unable to
catch them.

Foreign built vessels are of
course much cheaper than those

constructed in U. S. shipyards.
-.\{ .- wL» t...« *fher in-
cxtf/c  DRC,fy

CoYr'mct'tf

y~£)

vested in, or plan to invest in, new
catcher/processors fear that they
will be undercut by reflagged fish
processing vessels. U. S. shipyards
fear lost business opportunities for
construction and repair of
American vessels.

As is frequently the case in fish- ’
cry policy mailers, sescral hills
were introduced in the 99tli Con-
gress to close the reflagging
loophole. The issue remains in the
forefront in the 100th Congress.

Two bills have already been in-,
troduced in the House and Senate
addressing this question. Con-
gressman Don Young (R-Alaska)
introduced H. R. 438, a bill with
three objectives. First, it would re-
quire that all fishing, fish process-
ing and fish tender vessels be built
in the United States. Secondly, the
bill would require that any U. S.
corporation that owns a fishing,
fish processing or fish tender
vessel must have to be controlled
by citizens of the United States,
which means 51% equity owner-
ship. Thirdly, the bill would re-
quire that 75% of all workers on

fishing, fish processing or fish
tender vessels be United States
citizens.

This latter requirement ad-

dresses a recent Coast Guard rul-
ing that a fish processing vessel
which does not operate from a U.
S. port need not observe the 75%
citizen manning requirement ap-
plicable to those vessels that
depart a U. S. port.

Senators Stevens and Murkow-_

(Continued on Paje 12. Column 6)
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of keeping development assis-
tance programs separate from ex-
port promotional activities.

In recent years, however, the
Export-lmport bank of the
United Slates in coopcralion with
the U. S. Agency for Interna-
tional Development has under-

Reflagging

(Continued from I'.ige Two)

ski of Alaska also introduced a bill
lo further define "Amecricjnira-
lion." Tlteir bill, S.337, seeks to
close the existing documentation
*‘loophole” that allows foreign
fishing companies to document
their vessels in the United Stales
and to be given the processor
preference allowed U. S. process-
ing companies under lltc Magnu-
son Act.

The Senate bill, like the Young
bill, would require that all fish
processing vessels documented
after a certain date be built in the
United States. However, S.371
would go one step further with
regard to manning, and require
that 100°’b of the crew of a fish
processing vessel be U. S. eitirens.

It is expected that both of these
bills will be subject of hearings
before the Senate Committee on
Commerce and the Mouse Mcr
chant Marine and Fisheries Com-
mittee in early spring. It appears
that strong support is building for
these bills.

Opposition is likely to be small.
As a result, one of the goods of
these draft bills has already been
achieved. Plans for reflagging
have come to a standstill.

The gnawing question that re-
mains with regard to this legisla-
tion is that although everyone
would have to compete on the
same basis, they assume that the
resulting increased processing pro-
duction costs will not hurt U. S.
processors in the marketplace.

This question is a major eco-
nomic uncertainly.

The U. S. merchant marine is
clearly losing out to foreign-built
vessels with foreign crews. The
United Slates tuna industry has
left the continental United States
(except for one small plant) and is
trying lo hold its own against
cheaply priced processed tuna
from Thailand and the Philip-
pines.

The American consumer un-
questionably indicated over (he
last few years that "Made in the U.
S. A." is nice lo say, but if the
quaiitv is high and the price is
right, we all will buy the foreign
product.

Let's hope it doc»n't happen to
the "Americanized" bottomfhh
product.

plledging to hire them attct mu;
graduate, officials said.

"The business community has
to bccvme more deeply involved
with the educational community,"
said Pierce Quinlan, executive vice
president of the National Alliance
of Business.

"They have a direct stake in the
product of the schools," Quinlan
said. “And schools will have to
begin to improve their product to
make the students marketable."”

The "busincss-cducntion com-
pact” gives at-risk students who
reach set educational goals the
first chance at entry-level jobs,
said Quinlan.

The pr. jram is funded by a
federal grant and is based on the
successful "Boston compact,”
which has built partnerships be-
tween local businesses and school
systems lo offer jobs lo youths.

The seven cities participating in
the program arc Albuquerque, N.
M., Cincinnati, Louisville, Ky.,
Memphis, Tcnn., Indianapolis,
Sjh Diego and Seattle.

The cities were selected because
they displayed a history of col-
laboration between business and
education, have potential for long-
term local funding and a commit-
ment by local businesses to ltirc
progr.utt graduates, Quinlan said.

Quinlan described the program

as a "contract" between local
businesses and school systems
where technical assistance and

limited funds arc made available
to help educate at tisk youths and
businesses make jobs available.

"It’s a movement whose time
has come," Quinlan said. " This is
a long-term commitment. We're
talking 10to 20 years."

When a business joins the com-
pact, a career counselor helps the
company identify positions that
will be available and then helps
tailor educational programs to
help students to qualify for the
jobs, Quinlan said.

Students are selected on the
basis of their attendance, efforts in
school, interest and need, Quinlan
said. Determinations are made by
high school principals.

In Boston, Quinlan said the
two-year-old program is credited
with increasing school attendance
from 78.4T* to 84.9?» while area
businesses provided 2,600 summer
jobs, up from 300 before the pro-
gram began.

After graduation, 967 students
found permanent jobs at 364 com*
panics,compared with from 415 at
ISO companies three years earlier,
Quinlan said. The average hourly
wage rose to S5.43 from 54.30.

Sutnoitw lo it* Snillf Daily town,
orCummmr~tl25 OUpcr frit



The Alaskan-North Pacific bottom
fish'industry is looking carefully at
the issue of "re-flagging,” to
determine if this loophole in the law
presents a threat to its continued
growth. The Pacific pollock
constitutes the biggest annual catch
in the world, the Alaskan waters
accounting for 30 percent.

To dale foreign vessels still
dominate, processing 90 percent of
the area’s fish, but Americans have
been determined to catch up. $310

million of capital has been invested
into building about 25 ships that

could take over the bottomfish
industry in the Northwest and
Alaska.

In a recent study conducted by

Natural Resources Consultants,
Seattle, Wa, the value of the
bottomfish fishery to the U.S.

amounted to $6 million in 1980, and
will total $358 million this year and
half billion dollars in 1987.

“With a dozen U.S. factory (fish-
processing) trawlers now operating
off the Alaskan coast and large
trawlers coming on line in the fall,
this spells the end for foreigners in
the north Pacific, "according to one
U.S. fishing company official.

Hut re flagging may prevent Ibis
from happening. Re flagging is the
transferring of documents to the
u.sS. flag, whereby foreign
companies instantly get top priority
in a U.S. allocation system.

Sorne feel that the foreign
competitive threat is overstated.
Ronald Jensen, president of Sea-
Alaska”™ Products, a division of
ConAgra Inc., one of several
companies opposed to efforts to
plug tl\c re flagging gap, says, "My
view is the fastest way to totally
Americanize this industry is to take
existing foreign vessels, re flag
them and crew them U.S." /Wall
Street Journal, Dec. V

The North Pacific Fishery
Management Council, a federally
appointed body, has asked

congressmen to look into the re-
flagging situation. "There is a real
problem here, something to be
concerned about,” according to
Ronald Miller, special adviser to the

fa-c/A a
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COMMUNICATIONS

HIJR 6

April 20, 1987
Dear Lt. Governor McAlpine:

Thank you for your letters to President Reagan and Secretary
Dole on the subject of marine transportation services in the
United States by Canadian companies.

I have asked my staff to look into the 1issue that prompted
the resolution of the Alaska Legislature, which is the loss
of a Canadian government wailver granted to an American
company to carry cargo iIn the Canadian coastal trade. We
have discussed the matter with a representative of the
company, Alaska Marine Lines, and obtained up-to-date
information on the status of the situation. The Department
of State had made previous representations before the
Canadian government on the refusal of this wailver petition,
but was unsuccessful In reversing the decision.

On April 13 several DOT representatives met iInOttawa with
Canadian officials from the Department of External Affairs
to express our continued concern over the wailver refusal.
We provided to the Canadians new information on the present
carriage of the cargo, and we communicated the fact that the
United States Congress had taken heed of your resolution and
was considering the development of a legislative proposal
mandating reciprocity.

The Canadian officials promised to look into the situation.
We will keep you informed of any developments.

Sincerely,

/s/ Matthew V. Scocozza

Matthew V. Scocozza

Assistant Secretary for Policy
and International Affairs

ALASKA PUBLIC DEBT 1986, State of Alaska
Department of Revenue, April 1987
transmitted by letter of April 27 from
Commissioner Malone, Department of Revenue

Distributed to all Legislators

A copy of tho letter and report is on fTile iIn the Office of
the Secretary of the Senate.



Posted April 30:

NOTICE OF PROPOSED CHANGES IN THE REGULATIONS

OF THE ALASKA COMMISSION ON POSTSECONDARY
EDUCATION

under authority of AS 14.48.050, dealing with
Institutional Authorization (grievance procedure
In institution®s catalog or brochure)

NOTICE OF PROPOSED CHANGES IN THE REGULATIONS

OF THE DEPARTMENT OF PUBLIC SAFETY

under authority of AS 18.70.080 and AS 18.70.310,
concerning fire codes, fTireworks, fTire extinguishers,
and hazardous materials and hazardous wastes.



STEVE COWPER, GOVERNOR

DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES P.O. box z
JUNEAU, ALASKA 99811-2500

PHONE: (907) 465-3900
OFFICE OF THE COMMISSIONER

February 27, 1987

The Honorable Lloyd Jones
Alaska State Senate

P.O. Box V

Juneau, AK 99811

Dear Senator Jones:

I am writing to express some concerns regarding HJR 6, which
recommends certain actions by Congress regarding the third provi-
so of the Jones Act.

As you know, Initiative 83-02, approved by the voters in November
1984, expresses the will of the people of the State of Alaska
that they wish Congress to repeal fully the Jones Act. While 1
realize the intent of HJR 6 1is certainly consistent with that
notion, and merely a response to Canadian Shipping Act restric-
tions that preclude Alaskan transportation firms from competing
freely in this case in the Southeast market Tfor movements of
Canadian origin goods destined for the Yukon Territory, 1 feel
obliged to point out that HJR 6 can also be iInterpreted as being
inconsistent with Initiative 83-02.

The third proviso of the Jones Act 1is a provision which basical-
ly exempts certain types of movements (i.e., those goods origi-
nating in the U.S. that move through Canada by rail under a
tariff regulated by the Interstate Commerce Commission) from the
basic requirement to move to and from Alaska in a U.S. bottom
vessel. As you probably know, Canadian National currently pro-
vides such a service with a rail-car barge that is Korean-built
operating between Prince Rupert, British Columbia and Whittier,
Alaska. I believe any effort to recommend repeal of this provi-
sion could easily be interpreted as an act contrary to the intent
of the initiative, since this provision 1is the one section of the
Jones Act which at least provides some relief from the onerous
provisions of that law.

It is also worth noting that there may be other Alaskan interests
greater than the one addressed in HJR 6 that would warrant sup-
port for repeal of a third proviso. A few vears ago when this
topic was discussed and draft legislation introduced in Congress,
the state considered trading repeal of d 5 th* proviso for a
blanket exemption Tfor the Alaska Marine h ghv. "stein to use
foreign bottoms that would otherwise be U.S.-owned and U.S.-
crewed. My point in mentioning this is merely to stress there
may be a more important "quid pro quo"™ to request if the third
proviso is to be offered up in 1iIn overall strategy to lessen the
anti-compotitivo effects of botn the Jones Act and the Canadian
Shipping Act.



The Honorable Lloyd Jones -2 - February 27, 1987

I wanted to bring these issues to your attention as your proceed
with your deliberations. Please realize that the mentioning of
these concerns should not be construed as lack of support for the
basic intent of your resolution, nor lack of support for Alaskan
transportation firms having an equal opportunity to compete in
the movement of goods to and from the Yukon Territory.

IT you wish to discuss this further, please give me or Mark
Hickey a call.

Sincerely

cC; Pete Jeans, Chief of Staff, Office of the Governor
George Sullivan, Legislative Lobbyist,
Office of the Governor
Mark S. Hickey, Deputy Commissioner, Operations
John Katz, Special Counsel, State/Federal Relations,
Office of the Governor
Jim Jansen, President, Lynden Incorporated



(Aleda tale “Mlegislature

Senate
Office of tde Secretary
Pouch V
o _ State Capitol
Official Business Juneau, Alaska 99811

April 10, 1987

MEMORANDUM

TO: Senator Lloyd Jones, Chairman
Transportation Committee

FROM: Peggy Mulligan
Secretary of the Senate

SUBJECT: Letter dated April 1from Judy A. Black, Special
Assistant to the President ofthe United States
for Intergovernmental Affairs regarding House
Joint Resolution No. 6 regarding marine trans-
portgtion services between the United States and
Canada

President Faiks has referred the attached letter referenced
above, for your file.
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THE WHITE HOUSE

WASHINGTON

il 0, ALAS
April 1, 1987 "o ﬂ.rm

Dear Lt. Governor McAlpine:

On behalft of the President, thank you for forwarding a copy of
Alaska®s House Joint Resolution No. 6 regarding marine
transportation services between the United States and Canadian
companies.

Please be advised that 1 will share copies of your correspondence
with _appropriate officials at the Departments of State, Commerce,
and Transportation for their review.

IT 1 can be of further assistance, please lot mre know.

Sincerely

Judy A'. Black
Special Assistant to the President
for Inter .overnmental Affairs

The Honorable Stephan McAlpine
Lt. Governor of Alaska

Pouch AA

Juneau, Alaska 99811



TESTIMONY REGARDING HCR 6
PRESENTED BY JIM JANSEN, PRESIDENT
OF LYNDEN, INC. TO THE
HOUSE TRANSPORTATION COMMITTEE
FEBRUARY 4, 1987

Chairman Cato and members of the House Transportation Committee,
my name 1is Jim Jansen and 1 am president of Lynden, 1Inc., which

is an Alaskan transportation and construction company.

I would like to thank Madam Chairman for introducing this resolu-
tion, as we feel it involves a fundamental 1issue of fairness

between the U.S. and Canada in trade relations.

As you are aware, the U.S. Jones Act generally precludes foreign
vessels from transporting American goods between American ports.
One exception to this requiremert contained in the third provisol
of the Jones Act allows Canadian vessels to haul American goods
between the Continental U.S. and Alaska if the route 1includes a

segment on Canadian rail [lines.

The Canadian equivalent of the Jones Act is the Canada Shipping
Act. As in the U.S. legislation, there are provisions for
exemptions to the Act under Qlimited circumstances. Through
regulation,- it is possible to obtain a '"Coasting Trade Exemption
Order', which for a period of one year, waives the Act where no
suitable Canadian vessel is available to provide service at a

reasonable rate.

Alaska Marine Lines, a subsidiary of Lynden, vreceived such an
exemption in 1985 to haul goods from Vancouver to Whitehorse, via
Skagway on a weekly basis. This resulted in lower freight costs
for both Skagway and the Yukon by virtue of the greater volume of

goods transported on this Southeast Alaska route.



Upon reapplication in 1986, the Canadian Whitepass and Yukon
Corporation objected to Alaska Marine Lines®™ service, as it
desired to offer 1its own service. Even though the proposed
Whitepass service was less frequent and more expensive, Alaska
Marine Lines was denied the right to continue its service Tfrom
Vancouver to Skagway and Whitehorse. Enclosed for your
information is a copy of our submission to the Canadian Minister
of National Revenue and numerous letters of support from the

Yukon, Skagway, and the Governor which accompanied it.

HCR 6 basically says that it 1is unfair for Canada to preclude
such marine transportation service when Canadian service is
noncompetitive. The resolution urges Congress to take what steps
it deams necessary, including modification of the third proviso
of the Jones Act, 1if Canada does not reciprocate 1iIn its treatment

of U.S. marine.transportation companies.

Whille Alaska Marine Lines 1is most 1impacted by this particular
Canadian decision, 1t has ramifications for all U.S. and Alaskan

marine transportation companies.

Thank you for the opportunity to testify, and I strongly

encourage you to support this resolution.



MINISTER OF NATIONAL REVENUE

IN THE MATTER OF PART XV OF THE CANADA SHIPPING ACT
R.S.C. 1970, C.S-9, AS AMENDED, AND IN THE MATTER
OF THE COASTING TRADE EXEMPTION ORDER (1986-87)

SUBMISSIONS TO THE MINISTER
OF NATIONAL REVENUE BY
ALASKA MARINE LINES

OSLER, HOSKIN & HARCOURT
Barristers & Solicitors
50 0"Connor Street

Suite 1400

Ottawa, Ontario

KIP 6L2

Ronald G. Belfoi
Patricia J. Wilson



INTRODUCT ION

1. On April 2, 1986, Alaska Marine Lines, Inc. (A.M.L.)
applied to the Minister of Revenue and the Water Transport Committee
for a renewal of the one-year waiver gr ited to it commencing May 3,
1985, to enable it to continue to move Canadian goods between
British Columbia and the Yukon Territory on its weekly water-bridge
service between Seattle, Washington and Haines and Skagway, Alaska.
(Attachment 1).

2. Three Canadian operators have objected to the application
by A.M.L. on grounds that they have suitable Canadian vessels
available for the proposed service. The Canadian operators who have

objected to the A.M.L. application are Rivtow Straits Ltd., Seaspan
International Limited, and Whitepass and Yukon Transportation Company.
A_M.L. responded to the offer of vessels by these operators 1iIn its
Reply to Vessel Offers, submitted to the Water Transport Committee

on April 22, 1986. (Attachment 2).

3. A.M_L. wishes to make the following additional submissions
to the Minister of Revenue 1in support of its application to renew its
waiver.

REQUIREMENT FOR THE ALASKA MARINE LINES SERVICE

4. Over the past year, Alaska Marine Lines (A.M.L.) has
provided a dependable weekly scheduled service to the Yukon. The
flexibility that the A.M.L. water-bridge service offers to Canadian
shippers and truckers operating in British Columbia and the Yukon
has earned the A_M.L. service public acceptance among northern
shippers in the Yukon over the past year. A._M.L. wishes to confirm
its commitment of service to Yukoners on a continuing basis.

5. The benefits provided by the A.M.L. service to Canadian
shippers are confirmed by the acceptance of the water-bridge service
by the Yukon Liquor Corporation. After a year of using the A_M.L.
waterbridge for its shipments, the Yukon Liquor Corporation has made
it a requirement iIn its call for trucking tenders on the contract
for deliveries of liquor that a rate be quoted based on a water-
bridge route via either Skagway or Haines, Alaska. Use of the
water-bridge service offered by A.M.L. has thus resulted in lower
shipping costs for Yukoners, along with the flexibility offered by
a guarantee of weekly scheduled deliveries.
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6. It i1s respectfully submitted that the continuation of the
weekly service offered by A_M.L. will provide benefits to Yukon
shippers in the form of a flexible, lower-cost shipping alternative

suitable to their needs.

ECONOMIC VIABILITY OF THE ALASKA MARINE LINES SERVICE

7. Alaska Marine Lines has sufficient American base traffic
on its weekly scheduled service to ensure the commercial viability
of its offer of service to Canadian shippers. The existance of. this
base traffic is crucial to the ability of any operator to offer
shipping services to the Yukon at a reasonable cost to the shipper.
This 1s because the expected volumes of traffic destined for the
Yukon, including Canadian traffic expected to be generated as a
result of the re-opening of the mine at Faro, do not justify the
higher cost to the shipper of chartering a barge. For this reason,
it is respectfully submitted that the ™"offer™ of barges by two
Canadian operators, Rivtow Straits Ltd. and Seaspan International
Limited, to move Canadian goods to the Yukon on a weekly basis, 1Is
not commercially feasible.

BENEFITS TO YUKON SHIPPERS FROM COMPETITION

8. Whitepass and Yukon Corporation has objected to the
application for a renewal of its waiver by Alaska Marine Lines on
the grounds that it is planning to start a scheduled service from
Vancouver to Skagway, using one of the ships it kept iIn drydock
after it withdrew its previous service in January, 1983.

9. A.M.L. responded to the objection to iIts waiver
application by Whitepass in paragraph 10 of its Reply .(pp-7 et seq.,
Attachment 2). After reviewing the submissions by Whitepass to

the Water Transport Committee dated April 24, 1986, it is further
noted that Whitepass is confident it has sufficient base traffic to
justify the operation of a scheduled service to the Yukon. This base
traffic consists of existing fuel deliveries, for which Whitepass
currently uses a barge provided by Seaspan, and an export program
consisting of traffic | »und for Southeast Alaska, It is therefore
submitted that the continuation of the A_M.L. offer of service to
Canadian shippers will not result in the withdrawal by Whitepass of
its proposed scheduled service.
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10. It is respectfully submitted that the existence of two
shipping services into the Yukon will result iIn competition in the
market which will benefit Yukon shippers and businesses. Competition
between two operators will ensure that cost competitive rates are
maintained and that service remains dependable on a year round

basis.

11. It Is submitted that the existence of competitive shipping
services are crucial fTor Yukon shippers, particularly as the Yukon
economy recovers from its recent severe recession. In this context,

it is respectfully submitted that the interests of Yukon shippers
should be the primary consideration in determining whether a waiver
should be granted to Alaska Marine Lines.

12. At the same time, there has been no indication by Whitepass
to the Water Transport Committee as to what its rates will be, other
than the broad assertion that they will be competitive, whitepasc
has also been asked by Curragh Resources to quote a rate to them for
movement of their general freight in and out of the mine at Faro,

and to date has not prc "ided such a quotation.

13. It is respectfully submitted that Whitepass 1is avoiding

the requirements and intent of the Coasting Trade Exemption Order by
failing to provide its rates and other terras on which it is willing
to offer its service. It 1s submitted that the intent of the coasting
trade protection in the Canada Shipping Act and the Exemption Order
is to reserve the coastal trade to Canadian traffic where Canadian
ships are available to perform the requested shipping movement 1in a
competitive fTashion. It Is respectfully submitted that in these
circumstances, Whitepass cannot be allowed to circumvent the
regulatory process designed to administer this policy by failing to
respond to shippers in the Yukon until and in the hope that potential
competition by A_M.L. will be eliminated by denial of the waiver

application.

14. The denial of the A_M.L. waiver application will Ileave
Yukon shippers with only one shipping alternative over water, with
the concommitant risks to shippers of higher rates unrestrained by
competitive pressures and loss of service. It 13 respectfully
submitted that granting the application by A_M_.L. for a renewal of
its waiver, on the other hand, will ensure that needed shipping

alternatives will be provided to Yukoners.



15. Alaska Marine Lines wishes to emphasize that it has no
desire to prevent or preclude Canadians from operating ship or barge
water-bridge service to the Yukon. The interest of Alaska Marine
Lines in this application is to be allowed an opportunity to continue
the service i1t has offered to Yukon shippers over the past year in a
competitive market environment. Alaska Marine Lines submits that

in its anticipation, the continued availability of 1t3 service 1in

the Yukon, in competition with Canadian operators, can only be to

the benefit of Yukon shippers.

SUPPORT BY YUKON TERRITORIAL GOVERNMENT

16.. The Yukon Territorial Government has recognized the
necessity of ensuring the continuation of dependable scheduled year
round service at competitive rates for shippers and businesses iIn

the Territory. For this reason, the Minister of Community Services
and Transportation in the Yukon Territorial Government has supported
the A_M_L. application. In the Minister®s letter to the Water
Transport Committee, a copy of which is attached to these submissions,
the interest of the Yukon Government in ensuring the lowest possible
transportation costs iIn order to encourage recovery of the Yukon

economy are set outi

As you are no doubt aware, Yukon"s economy 1is an
extremely fragile one and 1is presently getting back
on its feet after a devastating downturn 1in the
mining industry over the last three or four years.

It is apparent from this experience that the economy
is extremely dependant upon the ability of businesses
to obtain goods and to ship goods to market at the
lowest transportation costs possible. In the view
of the Yukon Government, the Yukon economy requires
access to frequent, reliable year around and cost
competitive marine shipping service. Alaska Marine
Lines has demonstrated the ability to provide such
service on a weekly basis since last May.

I appreciate that the Committee must examine the
potential for Canadian ships and companies to carry
out shipping operations between Canadian points.
However, th» existence of a dependable and cost
effective cranspoctation alternative to highway
trucking routes is so critical to Yukon®s efforts



for increased economic development that unless the
Whitepass and Yukon Corporation Ltd. can guarantee
frequent, reliable, year around service on a long
term basis at rates similar to those currently
available, we would feel compelled to support
Alaska Marine Lines®™ request for a further one year
waiver under the Canada Shipping Act. 1 would
impress upon you that we must hold this view
because of the importance of such service to the
Yukon ecoraoray as a whole.

17. It is therefore respectfully submitted that granting the
A_M.L. application would be iIn the public interest iIn the Yukon and
would be consistent with the objectives of encouraging the recovery
and development of Yukon®s economy.

RECIPROCITY WITH THE UNITED STATES - JONES ACT

18. Canadian ship operators now enjoy an exemption from the
provisions of the United States Jones Act, under what is known as
the "Third Proviso”, whereby Canadian vessex operators may ship U.S.
goods to Alaska without the need for a waiver from U.S. authorities
if the good3 involved are delivered, 1iIn part, over Canadian rail
lines. A copy of the Jone3 Act with the "Third Proviso” underlined,
is attached to these oubmissions. To our knowledge, Canadian
operators now ship U.S. goods to Whittier, Alaska under this
provision via Prince Rupert, British Columbia (Canadian National)?
and to Kaktovik and Prudoe Bay, on the north slope of Alaska via Hay
River and the Mackenzie River in the Northwest Territories (Northern
Transportation). The volumes involved iIn these movements are
significantly greater than those contemplated by Alaska Marine Lines
to be moved to the Yukon Territory under a Canadian waiver.

19. The movement proposed by Alaska Marine Lines parallels
Canadian-Alaska operations such as those described above iIn that
Canadian goods transported by Alaska Marine Lines are trucked, by
Canadian truckers, to and from U.S. points serviced by the waterbridge
portion of the movement. Similarly, other Canadian operators

wishing to ship U.S. traffic to southeast Alaska via the Canadian

west coast waterway could do so, for example, by transporting U.S.
goods to Vancouver by rail. The "Third Proviso”™ 1in the Jones Act



was enacted, and has resulted, In increased competition among all
operators in Alaska, to the benefit of Alaskan shippers. It is
submitted that similar benefits will arise for Yukon shippers should
Alaska Marine Lines be afforded a reciprocal opportunity to carry
Canadian goods on 1its scheduled tug and barge service.

20. It iIs respectfully submitted that a decision to grant the
application by AM.L. for a renewal of its waiver would be consistent,
from the standpoint of reciprocity, with the administration by the

United States of its coasting trade legislation.

CONCLUSION

21. It iIs respectfully requested that, for all of the reasons
submitted above, the application by Alaska Marine Lines for a
waiver of Part XV of the Canada Shipping Act in respect of Canadian
goods carried on its weekly scheduled tug and barge service be

granted. .

OSLER, HOSKIN & HARCOURT
Barristers & Solicitors
50 O0"Connor Street

Suite 1400

Ottawa, Ontario

KIP 6L2

Solicitors for Alaska Marine Lines
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/ 1 .LL SHE*“f IELD

State of Alaska
arricc Or n-c govcnnor

JUXEAO

April 17, 1986

The Honorable Elmer MacKay
Minister, Revenue Canada
House of Commons

707 Confederation Building
Ottawa KI1A OA6

CANADA

Dear Mr. Minister:

I am writing in support of the recent application from Alaska
Marine Lines, Inc., for a one-year continuance of their waiver of
the Canadian Shipping Act. This will allow continued movement of
Canadian products through Haines and Skagway, Alaska, at a cost
savings for the citizens of Yukon.

Alaska Marine Lines®™ regular barge service for Yukon has been 1in

Deration for one year, with favorable results for Whitehorse
merchants and Yukon citizens. A continuation of these arrange-
ments will benefit Yukon and southeast Alaska, since the addi-
tional volume from Canadian products means lower overall unit
costs.

As you may know, the State of Alaska and the Government of Yukon
have recently agreed to provide year-round maintenance of the
Klondike Highway between Skagway and Whitehorse, Yukon. This
decision should enhance the transportation system serving both
regions and improve the delivery of services by Alaska Marine
Lines.

Additionally, an important component of the road agreement 1Is our
desire to foster a free trade environment, whereby U.S. and
Canadian fTirms alike can compete side by side for transportation
business. _Favorable action on the waiver request would be viewed
as an affirmation of your government"s support for that aspect of
the agreement.



The Hon. Elmer MacKay -2 April 17, 1986

Your support and approval of the waiver application by Alaska
Marine Lines would be greatly appreciated.

<Jinnprpl v

Bill Sheffield
Governor

cc: Senator Ted Stevens
Senator Fr*nk Murkowski
Representative Don Young

The Honorable Tony Penikett
" " Government Leader, Yukon
R. J. Knapp, Commissioner
Department of Transportation
and Public Facilities

Loren L. Lounsbury, Commissioner
Department of Commerce and
Economic Development

-John Katz, Special Counsel
State/Federal Relations,
Office of the Governor

Jim Jansen, President and
Chief Executive Officer
Lynden Incorporated ......... :
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ourrkj CTS 4615-2

O Ificcd lh« Minister o
Box 770a_Whit«013. Yukon Y1A2CB Yodrtia
pI03) 667-5811  Te'* 036-8-200

1986 04 24

Anne-Marie Trahan, Q.C.
Chairman e

Water Transport Committee
Canadian Transport Commission
Jules Leger Building

15 Eddy Street

Ottawa, Ontario

KIA OSN *

Dear Ms Trahan:

He: Alaska Marine Lines Application for Renewal of Waiver under
the Canada Shipping Act

As you are no doubt aware, Yukon"s economy 113 an extremely
frac/ila one and 1is presently getting back on 1i1ts feet after a
devastating downturn 1in the mining industry over the Ilast three
or four years. IT 13 apparent from this experience that the
economy is extremely dependant upon the ability of businesses to
obtain goods and to ship goods to market at the Jlowest
transportation costs possible. In the view of the Yukon
Government, the Yukon economy requires access to frequent,
reliable, year around and cost competitive marina shipping
service. Alaska Marine Lines has demonstrated the ability to
provide such service on a weekly basis since last May.

I appreciate that tho Committee must examine the potential for
Canadian ships and companies to carry out shipping operations
between Canadian points. However, the existence ofea dependable
and cost effective transportation alternative to highway trucking
routes 1iIs so critical to Yukon®s efforts for 1iIncreased economic:
development that unless the White Pass and Yukon Corporation Ltd.
can guarantee frequent, reliable, year around service on a long
forn basis at ratC3 similar to those currently available, we
would feel compelled to support. Alauka Marine Linos®™ request for
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a further one year waiver under the Canada Shipping Act. 1 would

impress upon you that we must hold this view because of the
importance of such service to the Yukon economy as a whole. I
would ask that the Wator Transport Committee keep this in mind 1in
considering the application by Alaska Marine Linos.

Yours truly

Piers McDonald
Minister of Community and

Transportation Services

cc: Elmer McKay
Federad Minister of Revenue

e Erik Neilsen
DcpuLy Prime Minister ;

David Crombie
Minister of DIAND



Elvins Equipment Sales Ltd.

A DIVISION OF WAJAX LTD.
DISTRIBUTORS & DEALERS FOR

CANADIAN KENWORTH ALLISON CHAMPION MOTOR GRADERS
CUMMINS DIESEL DETROIT DIESEL COLUMBIA TRAILERS

Neil Cross General Manager <« Phone 668-2127 = Telex 036-8-214 < 917.5 Alaska Hwy. < Whitehorse. Yukon < Y1A 3E5

March 26, 1986

Mr. Antoine Cote

Director Merchants Branch
Water Transport Committee
Terasses De Les Chaudieres
OTTAWA, Ontario

K1A ON9

Dear Sir:

7 I
With this letter we would like to inform you that the "'Water Bridge' concept

by Alaska Marine Lines has allowed us to obtain quantities of merchandise, also

heavy equipment haulage rates far below those presently obtainable by the all

road method.

Alaska Marine Lines, along with the road haulage companies involved, have been

punctual and without damage to equipment or merchandise.

We feel in these hard economic times, that a water route from the south to the
northern gateway to Yukon, ie Skagway or Haines, Alaska, should be maintained,

especially if the rates are consistently below the road route.

We have no hesitation thanking Alaska Marine Lines for the "Water Bridge"

concept - it certainly has helped us secure a reasonable commodity rate.

Yours truly

LIMITED

Neil Cross
General Manager



TELEPHONE (4031 66M24S
TELEX 036-8-336

March 27, 1986

M. Antoine. Cote

director Merchants Blanch
Matea Transport Committee
Teraxsex de lex GaudleAex
Ottawa, Ontario

K1A OND

dear Mr. Cote,

RE: Alaxka Marine Linex Transportation
Yukon Freight Latex

Thix ix a lettedi ox information regarding the tAanxpoAtation system uxed by the
Yukon Liquor Corporation to ship liquor foom Vancouwe/L, B.C. to Whitehorse, Yukon.

The Corporation has a contract with Yukon Freight Linex Ltd., a Canadian Motor
Carrier to transport goodx to Whitehorse via a track/barge aoute. The contAactoA
has subcontracted with Alaska Marine Lines to pAov-cde the water portion this
route being Seattle, Washington to Haines, Alaska.

The marine route 6or transportation that has been used for the last eight months
IX a weekly service.

The Yukon Liquor Corporation has found the road/marine route ofi transportation
to be both reLiable and cost elective.

Vouax truly.

General Manager

c.c. Alaxka Marine Linex



FRONTIER FREIGHTLINES LTD

105 GOLD ROAD *WHITEHORSE. YUKON Y1A 2W2 e (403) 663-2441

UaAch 27, 1986.

OJatzA TAan6poAt Commit-fee,
TzAab<se4 Vz LZ6 Chaud/.ZA.Z6,
Ottawa, OntaAio

Canada K1A O0WM®

Attn: Ma . Antoinz Cotz
ViAzctoA HzAchants BoaAd

VzaA. MA. CotZ:

ThZz.6 1zttZA 16 In 6uppoAt o0& Ala6ka KaAinz Linz6
application to continuz thziA 6chzdulzd 6ZAvicz moving
Canadian fMAzight to thz PoAt off Hainz6 oa Skagway, Ala6ka.

ThzAz aAZ a numbzA of Aza6on6 10A OUA 6GuppoAt.

Thz majoA onz 16 Ala6ka MaAinz LinZ6 i6 not in compztition
with Yukon TAucking Companiz6 .

Ala6ka HaAinz LinZ6 pAovidz6 a 6ZAvicz that all TAucking
Companiz6 can U6Z and not bz bothzAzd with back 6oliciting.

OuA Company ha6é had gAzat succzes with movzmznt of
hzavy zquipmznt ”~oa cu6tomzA6 in thz Yukon by Azducing thz
coet by 20 to 30 pzAcznt.

Ala6ka UaAinz Linz4 16 a vZAy ~inz Company to do
bu6inz66 with and thziA wzzkly 6ZAvicz makz4 ouA Company
look vZAy good to OuA cu6tomzA6.

Vnu.'tA thutu

Lloyd 8joAk
FAontizA ?Azightlinz6 Ltd.



FINNING TRACTOR & EQUIPMENT comPAaNY LIMmITED FINNING

BOX 4038. 143 INDUSTRIAL ROAD. = WHITEHORSE. YUKON Y1A3S9 « PHONE 668-4800

March 27, 1986

To Whom it May Concern:

Alaska Marine Lines provides us with an excellent service.
The "Water Bridge" has allowed customers North of "60 to
choose a viable economic alternative to normal freight

systenms.

Our recommendation 1is that Alaska Marine continues with this
consistent weekly schedule, non-interupted, so that Northern
business may continue to offer competitive merchandising to

concerned consumers.
Thank vyou for your co-operation.

I remain,

Yours truly

Fl INT CO. LTD

Ke
Brautn manager /
Whitehorse



Whitehorse Chamber of Commerce

SUITE 101, 302 STEELE ST., WHITEHORSE, YUKON Y1A 2C5 (403) 667-7545

1986 03 27

Mr. Antoine Cote

Director, Merchants Branch
Water Transport Committee
Terasses des Chaudieres
OTTAWA, ON  K1A ON9

Dear Mr. Cote;

Last year about this time, the Whitehorse Chamber of Commerce supported Alaska
Marine Lines in its bid to obtain a Waiver of the Canadian Coastal Trade
Regulations in order to provide a "water bridge" for the movement of freight
from the greater Vancouver area to Yukon.

The bid, of course, was successful, and this community has enjoyed and
appreciated Alaska Marine Lines alternative freight service over the past

twelve months.

The Whitehorse Chamber of Commerce is interested in seeing that an efficient
barge service is maintained. We hope that in your deliberations on the
licensing of barge services you will take into consideration these points:

First, that the availability of an alternate method of transporting general
cargo (by water) has become, and will likely remain, a very attractive and
cost effective means of moving freight to the Territory.

Second, that the offering of a regular year round schedule without any
interruption of service is impo7:tant.

Yours truly,

Manager
AN/cp
cc; Erik Nielsen, Deputy Prime Minister

Piers MacDonald, Minister of Transport
Willard Phelps, Leader of Official Opposition



The City of Whitehorse

2121 SECOND AVENUE . WHITEHORSE. YUKON YIA IC2 . TELEPHONE) (403) 117.1401
TELEX) 0)1*1411

1950 « 1905

JSIh ANNIVERSARY

March 25, 1986

Mr. Antoine Cote

Director Merchants Branch
Water Transport Committee
Terasses De Les Chaudieres
Ottawa, Ontario

K1A ON9

Dear Mr. Cote:

Please accept this as a letter of support for the continuation
of Alaska Marine Lines which 1is presently bringing freighc up
the west coast to Haines, and possibly Skagway, for distribution
in Whitehorse and the Yukon.

This carrier has provided a reliable service at a competitive
price and provide a very viable option to bring freight into the
Yukon. They are competitive both in delivery time and cost.

As you know, we are an isolated and distant centre from the rest

of Canada and very vulnerable to freight costs. We believe healthy
competition is the best way to keep a good service coming to our

doors at a reasonable price. For these reasons, we would ask you

to extend the present waiver to the Canadian Coastal Trade Regulations
to accommodate Alaska Marine Lines.

Your*; truly,

D. W. Branigan
Mayor



CITY OF SKAGWAY, ALASKA
RESOLUTION 86-6R

A RESOLUTION URGING THE CANADIAN GOVERNMENT TO ACT FAVORABLY ON THE
WAIVER EXTENSION REQUEST OF ALASKA MARINE LINES FOR EXEMPTION TO THE

CANADIAN SHIPPING ACT.

ItFHEREAS. Tha year round maintenance of the South Klondike Highway has Seen
agreed upon by the Government of the State of Alaska and the Government of the Yukon

Territory, and

VFEREAS. The citizens of Skagway strongly desire that the transportation of
freight to and through Skagway to Northwestern Canada becomes more frequent,

reliable, and economical, and

WHEREAS. Asstrong and competctive freight rystem is deemed to be in the best
interest of, and of highest priority tc, both the citizens of Skagway and

Northwestern Canada, and

VHEREAS:. ( Such a system encourages econcric development and well being through
more competetive freight rate and employment opportunities, and

WHEREAS. Alaska Marine Lines desires to continue to operate its presently
established weekly freight service to Northwestern Canada utilizing its scheduled

year round barge service.

NOWN THEREFORE, BE IT RESOLMED, that the Skagway City Council urges
the Canadian Government to act favorably on Alaska Marine Line's request for an
extension of waiver to the Canadian Shipping Act.

PASSED AND APPROVED THIS 19th DAY OF MARCH 1986.

WLLIAM E.FECRO, NAYCR.
ATTEST;

Lorene S. Gordon, City Clerk



TITLE *b

SHIPPING
("JONES ACT")

| 8*3. Transportation of merchandise between points In United Slate* In other
than dome*Uc*bullt or rebuilt and documented vessels

No merchandise thall be transported by water, or by land and water, on penalty of
forfeiture of the merchandise (or a monetary amount up to the value thereof aa
determined by the Secretary of the Treasury to be recovered from any consignor,
teller, owner, importer, consignee, ogtnt, or other person or persona so transporting
or causing said merchandise to be transported), between points in the United Slates,
including Districts, Territories, and possessions thereof embraced within the coast*
wise laws, either directly or via a foreign port, or for any part of the transportation.
In any other vcsael than a vend built in and documented under the taws of the
United States and owned by persons who are citizens of the United States, or vessels
lo which the privilege of engaging in the coastwise trade is extended by section 13 or
808 of this titlr Provided. That no vessel having at any time acquired the lawful
right tn engngc In the cooslwtw trade. cither by virtue of having been built in, or
documented under the laws of the United States, and isUr sold foreign in whole or in
part, or placed under foreign registry, shall hereafUr acquire the right to engage in
the rc/itwise trade Providedfurther. That no vessel of mors than fire hundred
gross tons which has acquired tin lawful right to engage in the coastwise trade by
virtue of having been built in or documented under the laws uf the United Stales,
and which has later been rebuilt, shall have the right thereafter to engage in the
coastwise trade, unless the entire rebuilding, including the construction of any major m
components of the hull or superstructure of the vessel, is effected within the United
States, its Territories (not including trust territories), or its possessions; Provided
further.That this section shall not apply to merchandise transported between points
within the continents! United States, including Alyka. over through routes hereto-
fore or hereafter recognized by the Interstate Commerce Commission for which
routes rate tariffs have been or shall hereafter be"?fled with said Commission when
such routes are in part over Camdian rail lines and their own or other connecting
water facilities; Provided further. That this section shall not become effective upon
the Yuaon River until the Alaska Railroad shall be completed and the Secretary of
Transportation shall find that proper facilities wdl be furnished for transportation by
persona citizens of the United States for properly handling the traffic Provided
further, That this section shall not apply to the transportation of merchandise loaded
on railroad cars or to motor vehicles with or without trailers, and with their
passengers or contents when accompanied by the operator thereof, when such
railroad ran or motor vehicles are transported in any r. lroad ear ferry operated
between fixed termini on the Great Lakes as a part of a rail route, if such car ferry
is owned by a common carrier by water and operated as part of a rail route with the
approval of the Interstate Commerce Commission, and if the stock of such common
carrier by water, or its predecessor, was owned or controlled by a common carrier by
rail prior to June 6, 1920, and if the stock of the common carrier owning such car
feny is, with the approval of the Interstate Commerce Commission, now owned or
controlled by ny common carrier by rail and if such car ferry is built in and
documented < Jer the laws of the United States: Providedfurther. That upon surh
terms and conditions as the Secretary of the Treasury by regulation may prescriln*,
and, if the transporting vessel is of foreign registry, upon a finding by the Secretary
of the Treasury, pursuant to information obtained anil furnished by the Secretary of
State, that the government of the nation of registry extends reciprocal privileges to
vessels of the United States, this section shall not apply lo the transportation by
vessels of the United States not qualified to engage in the coastwise trade, or by
vessels of foreign registry, of (a) empty cargo vans, empty lift vans, and empty
shipping tanks, (b) equipment for use with cargo vans, lift vans, or shipping tanks,
(c) empty barges epecifically designed for carnage aboard a vessel and equipment,
excluding propulsion equipment, for use with such barges, and (d) any empty
instrument for international traffic exempted from application of the customs laws
by the Secretary of the Treasury pursuant to the provisions of section 1322{a) of
Title 19, if the articles described in clauses (a) through (d) are owned or leased by the
owner or operator of the transporting vessel and are tram juried for his use in
handling his cargo in foreign trade; and (el stevedoring equipment and material, if
such equipment and material is owned or leased by the owner or operator of the
transporting vessel, or ia owned or leased by the stevedoring company contracting
for the lading or unlading of that vessel and ia transported without charge fur use
in the handling of cargo in foreign trade: Provided further, That upon such term*
and conditions as the Secretary of the Treasury by regulation ma« prvsenV, *"*L if
the transporting vessel is of foreign registry, upon his finding, pursuant tn infunnu*
lion furnished by the Secretary of State, that the government of the nation *>f
registry extends reciprocal privileges lo vessels nf the United States, the Secretary
of the Treasury may suspend the application of this section to the trnmgiortalion uf
merchandise between points in the United State* (excluding transportation between
the continental United Slates and noncontiguous states, dislnrts, tpmlories, and
possession* embraced within the coastwise lawsi which, while moving in the foreign
trade of the United Sutes, is transferred friin s non self pru>clicd barge rertifksl by
the owner or operator lo be specifically designed fur carriage abortj a vessel and
rcgu'arly carried aboard s vessel in foreign trade lo another sucli barge owned of
leased by the same owner or operator, without regard to whether any such barge in

under foreign registry or qualified to engage in the coastwise trailer Prondrd
- *eee) ¢ |UQJ md notwithstanding anv Other provisions of thb



