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p l a n  w h i c h  w o u l d  serve the n e e d s  of s o utheast A l a s k a  well into the nex t  

century.

It w a s  originally i n t e n d e d  this pla n  w o u l d  not b e  a n  official e n d o r s e m e n t  of 

a n y  g r o u p  b u t  rather a m o d e l  to be u s e d  b y  the various agencies. It s e e m e d  

a pprop r i a t e  at the time, b u t  n o w  the T o n g a s s  T i m b e r  R e f o r m  A c t  h a s  

p a s s e d  a n d  the T o n g a s s  L a n d  M a n a g e m e n t  Revision is b e i n g  considered. 

T h e r e  well m a y  b e  additional Congressional oversight. It is t i m e  for the 

A l a s k a  Legislature to t a k e  a  unified a n d  f o r m a l  s t a n d  is s u p p o r t  of 

S o u t h e a s t  Alaska's e c o n o m i c  future b y  end o r s i n g  this p l a n  for the region .



PARTICIPATING AGENCIES AND ORGANIZATIONS

T h e  g r o u p  w a s  represented b y  the following state agencies:

D e p a r t m e n t  of C o m m e r c e ,  A l a s k a  P o w e r  A u t h o r i t y  ( A E A )  

D e p a r t m e n t  of Transportation, S.E. R e g i o n  

D e p a r t m e n t  of C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  

D e p a r t m e n t  of N a t u r a l  Resources, S E  R e g i o n  

D e p a r t m e n t  of Transportation, M a r i n e  H i g h w a y  Division

T h e  following federal agencies w e r e  represented:

F e d e r a l  H i g h w a y  A d m i n i s t r a t i o n  

U n i t e d  States Forest Service 

B u r e a u  of I n d i a n  Affaires 

B u r e a u  of M i n e s

D e p a r t m e n t  of Enei'gy, A l a s k a  P o w e r  A d m i n i s t r a t i o n  

A r m y  C o r p s  of E n g i n e e r s

T h e s e  private interests w e r e  represented:

S e a l a s k a  C orporation

Tlingit a n d  H a i d a  Regional Electric Authority



POTENTIAL HYDROELECTRiC SITES
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POTENTIAL HYDROELECTRIC SITES
C**o»n CH Chrtktd - A[A rio
D«i*.jned - Dole 1-16-92 J -J..file A»uAps\scmnPO Shffl

Yukon-Talya^ 
West Crook Goal l.ak e

Chilkal

v t l l ln  Covo 
Kalhloon Creak 
Hasselborg Creek 

Thayer Creek

Lace River 
Unnamed Lake near Lace R.
Cndicotl Rlvor 
Anllor River

boundary Lake 
Yehrlng Creek 
Nuggel Creek
Carlson Creek 
Lake Dorolhy 
Spool Rlvor 
Teaio Creek 
Sweetheart Falls Creek

Houghton 
Farragul

Scenery Creek 
Thomas Day 
Rulh Lake

Saranol
Carbon

Tokatz Lake

Milk Lake
Towers Crook 
Brentwood Creek

Plofntkof Lake 
Maksoulof River 

yOeer

Thorne

Slikine River 
Goal Creek 

Kalale River 
Sunrise Loke 

Aaron
Hording River

No. Bradfleld River 
Spur

Anan Creek
Chlckamln River 
Dovis River

Saks Cove 
Leduc
Orchard Croek 
Granite Creek 
Rudyerd 
Punchbowl 
Wilson River

Lake Grace 
Manzanlta Lake

Black Bear

Reynolds Creak
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69 (39) Crooked Creak Fuskokwlm M. SleetaKita D-6 JI.100 5(H) 357 37,400 100 9,400 2,140 50 5.0<4 Co. t oik Huaknkwlm River 8.r. Foakokwlr* 8. H. urath A-l 870 7,0(H) 114 040 60 72 15 55 117.041 l.eka Hutlk Wind 8. Dl 11 Jngliaai 2)6 121 10 3,000 100 95 20 55 40.660 (34) Wuyekok Lake Huyakuk 8. D11 llnqhaa t>-6 1,5)0 142 176 4,300 90 55? 127 50 15.9f9 Chlkisd nuk Allan R. Taylor Htna. 286 6)0 267 800 90 154 32 55 72.8^70 t/pnuk Lake Tlkcltlk R. Taylor Mtna. 100 8)0 1 70 7nn 100 39 8 55 46.6 ■ ■
7| (7 3) D lim i laka Hill chak R. Dl 1 1 Ingham A-? 6.440 150 114 14.600 100 1,170 11) 50 11.172 Hakhonak Lake Fakhrnak R, 11 Iamii 8-4 145 1(H) 200 275 100 45 9 557) Hawhalan River Hevlialan R. IIIawta D-6 1,319 325 74 6,6 75 100 411 85 55 11.9 ) tfew sapping Indicates Nauhalen could be Included on
74 (20) Taelnlna Tatlatlna It. fllaftna D-5 346 725 39) 774 96 724 51 50 15.0 lover priced hydto.
75 Font raahll/utia Tauallan R. Lake Clark A*4 200 510 226 461 99 83 17 55 17.6 , . . . . . .
76 (20) Ingersnl Hi jlk P. Lake Clark B-) 300 1,460 1,120 695 99 6)0 144 50 14.277 Alegnak River Alagnak P. lllamna A-fl 5)0 775 170 960 35 47 10 55 5).570 Honvlanuk 1-aVe Nonvlanuk P. lllamna A-7 3 70 6)1 115 6.0 100 6) 1) 55 77.672 (JO) Kukakluk I-tke Alagnak 8, Illaaeia A-7 480 025 376 870 100 2)2 53 50 10.980 h i )  Waiinek Maknck H. Naknek C-2 2,720 bo i id 4,600 100 4*7) 108 50 13.2 ‘
01 African Creek American Creak Ht. Hat Mai D-4 100 1.625 H6I 180 95 120 25 55 22. 7
82 Ukak Rlwnr IJkak 8. Ht. KatMal B-4 194 175 145 310 75 30 6 55 164.001 Contact Creek r’ontect Creek Ht. Hatnal A-6 54 1,050 774 92 65 I) 3 55 154.004 Recharnf Naknek A-3 1,200 70 50 1,600 100 76 16 55 21.)05 Mgashlk Mkes Uqashlk R. Hgaahlk C-) 8)0 50 3) 1.100 100 in 6 55 50.2
soiinfrrMTRAi. region

04 Olga Bay Olga Narrows Harluk A-l 335 70 64 710 100 37 0 55 68.6 Alternative to Fraaer Lake.87 rraser l.ake Dog Salwon Creek Harluk A-l 72 35) 307 1)0 100 12 7 55 33.0
80 Aynkultk AyukulIk Harluk A-2 181 200 181 3)0 100 49 to 55 42.6
69 Harluk Lake Harluk Harluk C-l 165 400 344 300 100 85 10 55 24.9
90 Terror l.ake Unnamed Kortl.k C-4 15 1.325 1,057 72 94 85 12 54 24.9 — -
91 MrMell Ml vat HrMr11 Rlvar 111amna A-4 102 150 112 180 50 0 2 55 345.0
92 I'alnt Olvrr / Taint P. 111amna A-4 305 150 115 370 00 28 6 55 115.0
91 (12) (.'return! !-ikr / Crrerent R. Henal 8*8 200 599 517 454 90 i 79 41 50 9.9
94 (11) Chakarlnisini / ctiakarhatna R. Tyonek A-7 1,120 1.127 793 2,460 100 1,600 366 50 6.5
95 Chultna ( (Iiuitn* R. Tyonek A-4 66 000 552 140 70 45 9 55 03.4
96 lower Rduqa Da Inga R. Tyonek A-3 950 100 49 1, 790 100 72 15 55 19.1
97 04) Coffee Dr lugs R. Tyonlk A-4 860 210 109 1,800 100 160 37 50 11.5
98 (15) Upper Beluga Deluga It. Tyonek B-4 040 175 142 1,800 100 210 48 50 11.1
99 Stramtline Lake Beluga R. Tyonek 8-6 54 1,300 652 115 100 01 17 55 30.8 Development of Upper Beluga would reduce energy 1? ml
100 la ir Creek j Inver i iJike Creek Talkeetna A-2 1)5 800 l o r 716 £6 IflS- 35 7 T — 3J.&
101 l!p|*er lake Creek Lake Creek Talkeet na II-3 85 1,400 560 180 90 74 15 55 20.3
102 Talarhulltna Over Talachulltna R. Tyonek C-l 360 700 2)1 720 100 1)7 28 55 41.6
10) Mayan, Skwentna R Skvnetna R. Tynnek 0*5 1,7)0 575 187 3.500 80 429 09 55 72.8
104 rjnerald Skwentna R. Tyonek l>-8 370 1,900 J66 790 74 177 37 55 69.7
105 06) Yen! na Yantna R. Tyonek C-2 6,400 150 82 12.750* - U4» ......
106 (17) Talnrhulltna Skwetna R. Tyonek D-4 7,250 350 124 4,500) 79 1,390 75) 50 10. I Aaeumeo operation as a system.
107 ()H) Skwentna fkwetna R. Tyonek D-6 950 1,000 793 . 1,900) 98)
108 ChulIna Creek Chullna Creek Talkeetna D-1 240 800 198 380 40 25 5 55 50.9
109 09) Lsrver Chulltna Chulltna R. Talkeetna B-l 2,600 500 «J9 6,350 84 394 90 50 8.1
110 (40) Tnklrhltna Chulltna R. Talkeetna C-l 2,560 7 25 106 6,200 85 006 104 SO x §
111 Talkeetna Plvrr (sheep) Talkeetna R. Talkeetna Ht. B-6 1,790 605 91 4,400 50 149 31 55 40.4
112 (41) Heat na Talkeetna R. Talkeetna Ht. B-6 1,260 950 2 06 1,690 62 324 74 50 11.3
113 Iron Creak Iron Cieek Talkeetna Nt. B-5 210 1,750 750 400 60 147 31 55 63.9
IH____Granite (oige Talkeetna F. Talkeetna Ht. B-5 865 1,500 416 1,160 87 345 72 55 43.8
115 Graenntone Talkeetna R. Talkeetna Ht. C-5 790 1, 57§ io4 1,156 ' 7*6 51.......... “ 33“ 30.6 Alternative 16 Granite Gorge.
116 Trapper Talkeetna R. Talkeetna Ht. C-5 760 1,700 245 1,140 94 716 45 55 686
117 Lucy Chulltna R. Talkeetna Ht. D-5 1,080 1,100 166 2,600 20 71 15 55 19.)
118 Coal Chulltna R. Talkeetna Ht. t>-6 985 1,450 241 2.400 40 193 40 55 36.) Would be Inunlated by development of Ch.j site.
119 Ohio Chulltna R. Talkeetna Nt. D-6 916 1,500 224 2,220 35 144 30 55 21.0
120 Chulltna-llurrirane Chulltna R. llealy A-6 795 1,600 207 1,900 50 166 34 55 26.7 Would be inundated by developmert of Ohio site.
121 Want Tork Chulltna W.F. Chulltna R. Mealy A-6 355 1,900 207 640 45 68 14 55 33.4
122 East Fork chulltna F.F. Chulltna R. Mealy A-S 135 2,500 180 240 P0 59 12 55 31.)
12) (42) Whiskers Sualtna R. Talkeetna B-l 6,320 490 59 7,500 100 368 84 50 11.5
174 (41) Lane Sualtna R. Talkeetna C-l 6,280 660 169 7,500 100 1,052 240 50 8.9
liS (40 co\A Sualtna R. Talkeetna Ht. C-6 6,160 850 189 7,327 100 1.1)9 260 50 13.1
126 Dcadman Creek DeariJMit Dr. Talkaetna Ht. D-3 160 3,000 962 350 60 165 34 55 22.7
127 (45) Devil Canyon Susltna R. Talkeetna Ht. D-5 5,810 1.450 575 6,840) 7)0)
128 (46) Watana Susltna R. Talkeetna Ht. D-4 5,180 1,905 425 6,040) 100 7,000 478) 50 6.3 Arbus«9 operation an a system.
129 (47) Vee Sualtna R. Talkaetna Ht. C-2 4,140 2,355 430 4,730) 386)
1 10 (4H) IVn.ll Sualtna P. Talkeetna Ht. D-1 1,260 2,557 7,310l -- )
111 HcLaren River McLaren R. Gulkana D-6 485 2,075 26) 1.410 85 263 55 55 45.2
132 Boulder Creak Boulder Cr. llealy B-l 42 3,575 917 67 70 35 7 55 55.6
133 Talaier Hatanuska R. Anchorage C-6 2,070 400 166 7,918 20 79 16 55 195.5
1)4 Hoosa Creak Hatanuska R. Anchorage C-6 7,070 500 166 2,918 25 100 21 55 124.2 Alternative to f> m>r site .
1)5 Hlnq Mountain Hatanuska R, Anchorage D-5 1.615 l.nsn 776 7 inn 40 ■no 44 t r ti a
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n r  - Coal trrek Hatanuska R. Anchorage D-4 1,120 1,300 291 1,600 00 107 64 55 70.5 Alternative to Ring Min. site .1)7 floutiti*r Creek Boulder Cr. Anchorage D-4 90 2.600 1,317 82 00 69 14 55 57.0DU Rush Lake Boulder Cr. Anchorage D-4 89 1,950 092 78 79 45 9 55 92.7D9 Porlnfon Creek Hatanuska R. Anchorage D-4 1,082 1,450 291 1,500 90 324 67 55 100.1HO 111 eke Site Hatanuska R. Anchorage t>-3 950 1,675 281 1,300 90 206 59 55 37.7HI CarlFcu Cieek Caribou Cr. Anchorage D-2 260 2,450 527 220 91 90 19 55 21. 7 - ■■■ —  ■
H? faqle River Cagle R. Anchorage B-7 194 451> 167 397 02 45 9 55 30.8 '■ -  .
HI Sunrlee Slxmlle Cr. Seward t>-7 • 218 450 327 350 55 52 1! 55 127.2
144 l/>wer Renal Renal R. Renal B-3 1.650 160 84 4,100 80 261 55 55 18.2
145 Moose Horn Renal R. Renal C-2 1.540 275 95 4,000 93 290 60 55 18.8
148 ITU ley IT fsnil b-2 1M 725 158 168 3o 108 71 s r jh:i—147 Eteltere Ranch Penal P. Renal B-l B49 500 199 2,600 97 401 84 55 17.9HO Penal take Renal R. Seward B-0 660 650 341 ? ,0 30 97 552 115 55 22.3 Alternative to Steltnrs Ranch site.149 Crencent l*ke Crescent L. Seward D-7 23 1,454 934 10 100 29 6 55 31.4
150 <49) Snow Snow R. Seward B-7 85 1,250 653 535 97 278 63 50 11.2
151 Rastlof River rasllof R. Renal B-4 738 200 136 1,729 100 193 40 55 15.0
152 Tustunr na Toatumcna Glacier Renal A-2 57 1,496 1,100 133 85 102 21 55 17.1
153 Sheep Crete Sheep Cr. Seldovla D-2 101 725 382 460 54 94 20 55 23.8
154 150) Bradley |.aVe Bradley Cr. Seldovla D-3 08 1,195 1,155 445 93 410 94 50 0.0 Authorised Project.
155__ Resurrection Plver Resurrection R. Seward A-7 141 425 233 600 75 86 18 55 50.5
156 Nellie Juan River Nellie Juan R. Seward B-5 ITS 466 745 7*10 H 47 10' 55" 37.7T " -----
157 Upper Nellie Juan Hel1 la Juan R. Seward B-6 35 1,189 421 190 90 57 12 55 17.6
160 (51) Lowe Lowe R. Valdei A-6 190 800 334 1,400 66 754 55 50 11.2
159 A11Isnn Creek All!son Cr. Valdes A-7 6 1,380 1,191 32 55 IB 4 55 19.5
160 Soltxnun Gulch Unnamed Valdas A-7 18 660 600 100 20 11 2 55 27.0
161 Silver lakf Duck R. Cordova D-7 25 390 346 180 95 40 10 55 15.6
162 Tower Creek Power Cr. Cordova C-5 21 560 490 102 90 66 14 55 20.9
16) |5?) Hi 11 Ion l*ol lar Copper R. Cordova C-2 24,200 200 09 30,000 71 1,927 440 50 14.8
164 Van Cleve Unnamed Cordova C-l 17 1,450 475 95 25 10 2 55 234.0
165 Little iiremer River Little Breaner R. Valdes A-2 182 600 272 503 62 70 IS 55 67.8
166 Dressier H. , Salmon Site Brenner R. Valdes A-l 660 525 166 2,100 10 06 10 55 46. 7
167 So. Tork Brenner River S.r. Breaner R. Cordova D-l HR 1,150 537 470 75 156 37 55 32.5
I6n Three Hlle Canyon Breaner R. Cordova D-l 526 725 228 1,660 41 127 26 55 51.5 Alternative to Salmon site .169 No. Tork Hiemner River N.F. Breensr R. Bering Glacier 150 1,625 490 470 07 166 35 55 56.0
170 (53) Cleave Copper R. Valdes A-3 21,500 420 165 28,000 96 3,600 820 55 13.3
171 Tsltia Tnlna Valdes A-5 104 1,750 360 220 90 50 12 55 64.2 " ----
172 Tlekel River Tlekel R. Valdes A-3 421 950 400 900 35 105 22 55 37.0
173 (54) Wcvxl Canyon Copper R. Valdes R-2 20.600 1,400 950 26,700 100 21,900 3,600 69.4 3.2
174 liana'll ra t-ake Ilanaqlta R. McCarthy A-B 100 2,575 1,010 228 85 160 33 55 27.0
175 Tchay_ Lakes__ Tcbay P. Valdes A-l 105 1,875 1,007 240 95 193 40 55 23.6
176 Ku*kulana River Kuskulana R. McCarthy C-8 260 2,050 508 550 50 n r  * 24 55 66.9
177 Younq ('reek Younq Cr. McCarthy A-4 40 3,475 ? ,017 310 45 02 17 55 60. 3 High Wood Canyon plan would reduce potential by about
170 Canyon Creek Canyon Cr. McCarthy A-4 100 3,100 1,300 270 45 131 27 55 46.1
179 Klaqna River Klaqna R. McCarthy A-4 185 2,500 970 490 50 193 40 55 77.9 High Wood Canyon plan would reduce potential liy about
100 Rotnlna River Kotslna R. Valdes C-l 209 2,075 524 440 70 133 28 55 47.9101 r 1utIna Klutlna R. Valdes r>-5 670 1,800 335 950 100 263 54 55 17.6
162 Tolsona Creek Tolsona Cr. Gulkana A-4 174 2,025 460 200 70 53 11 55 52.5
10) Tarlina Tatline R. Gulkana A-5 1,970 1,875 273 2,300 100 503 104 55 15.6
104 He 1china River Helchina R. Gulkana A-6 B20 2,250 205 940 99 219 45 55 53.3
105 lower Culkana River Gulkana R Culkana B-3 1,850 1,700 232 2,000 11 42 9 55 84.8
106 Itpper Culkana River Gulkana P. Gulkana B-3 1,770 1,850 124 1,900 23 45 9 55 06.0 '
167 Gulkana Plver Gulkana R. Gulkana C-4 575 2.475 405 620 B0 164 34 55 27.5
too Heat Tork Gulkana River W.r. Gulk* a R. Gulkana C-5 198 2,375 192 440 100 69 14 55 58.7
109 Silent I l-ake Gulkana I Ht. Hayea A-4 B3 3,210 500 88 100 36 8 55 19.9
190 Gakon.i Site Copper T Gulkana B-3 3,965 1,750 266 4,400 75 727 150 55 J5. 2 Alternative to Sanford alte.
n>T Sanford Copper R. Gukana B-1 ■y.iss"M25 T)0 '  " 3,700 7o 305 80 55 29. 1
192 Will re River White R. Bering Glacier A-4 29 175 282 210 R0 19 0 55 51.3

RCXmiFAST RFGWH

193 Alaek Plv^r AI ark P. Yakut at B-l 11,0«I0 450 166 17,000 90 1,490 310 55 17.9 Major portion of reservoir area la In Canada.
194 fndlrntt Plver Itndlrott R. Juneau 0-5 56 BOO 48) 270 97 105 21 55 25.9
195 ChiIkoot Chilkoot n. Skagway B-2 130 1/5 136 780 90 70 16 55 35.8
196 (SM Chllkaf Chllkat R. Skaqway C-3 190 600 320 870 00 180 41 50 10.6
197 West Creek Weat Creek Skagway C-2 40 000 625 268 75 105 21 55 25.9
198 Gnat Lake ritrhfoik falls Skagway C-I 4 2,915 2,017 10 95 46 10 55 16.5
199 Men River lace R. Juneau D-3 363 700 166 2,300 97 290 62 55 51.8
200 Unnamed l-ake near Lace P. Unnamed Juneau D-3 3 3,160 3,003 20 100 48 10 55 19.4
201 Antler Plver Ant lee R. Juneau D-3 5 1.458 " T Toir - jg -~I58 ~ * r 4 17.8
702 Nugget rr*»»k Nugget Cr. Juneau B-2 16 725 607 151 40 30 6 55 52.9
20) Carl ami < reek Car Ison Cr. Juneau fl- I 24 450 344 746 66 46 10 55 27.5
204 Boundary Mke Boundary Cr. Taku R. C-6 73 925 795 170 85 9* 20 55 22.2
205

<551
Yeliring Creek Yehrlng Cr. Taku R. B-6 16 1,100 1.077 112 26 26 5 55 29.0

2 Of. Lake IVunthy Torotliy Ci. Tak"u R. k-S U 7, *2 2 " 2 ; m 81 loo 155 11 60 7. 1
201 |S7> Speel |i| vI *t|nn

'n r . l  n T-.V.I f» A S |/>« iv
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200 (50) Tease Creek
209 (59) Sweetheart ra ils
210 (60) Houghton
211 Farragut
212 (61) Scenery Creek

Tease Cr. 
Sweetheart Falls 

Unnamed 
Farragut R. 
Scanery Cr.

Taku R. A-5 
Cr. Sumdum D-5 

Sumdum D-3 
Sumilum A-3 
Sumdum A-3

11
35
19
64
21

1,100
604
550
525
957

1.034
6)2
457
49)
620

110
250
370
400
147

75
100
on
56
90

70
125
136
163
67

16
29
31
37
15

50
50
50
50
50

14.9
9.6

11.0
13.0 )
10.0 of lower priced hydros.

213 (62) Thomas Day
214 Ruth hake
215 (63) St IkIne River
216 (64) Coat
217 Katate River

Cascado Cr. 
Delta Cr. 
Stiklna R. 
Goat Cr. 
Katate R.

Sumdum A-3 
Petersburg D-3 
Petersburg C-l 20, 

Bradfleld Canal C-6 
Bradfleld Canal C-G

19
0

,000
14
73

1.514 
1,550 

350 
1,290 

650

1.442
1,449

291
1,056

249

160
v9

45,000
112
594

00
90
90
90
02

166
6)

9,900
07
99

30
1)

7,260
20
21

50
55
50
50
55

0.)
10.1
9.0

13.9
10.3

210 Aaron Aaron Cr. Bradfleld Canal C-G 01 300 103 652 56 50 12 55 06.0
219 Harding River Harding R. Bradfleld Canal C-5 60 250 207 540 92 05 10 55 49.2
220 No. Rradfield River H. Bradfleld R. Uradfleld Canal B-5 150 250 157 1,200 61 131 27 55 71.0
221 (65) Tyee Creek Tyae Cr. Bradfiald Canal A-5 15 1,307 1,275 123 93 120 27 50 0.9
222 Aaan Creek Anan Cr. Bradfiald Canal A-G 27 325 230 200 69 33 7 55 34.4
223 (66) Spur Unnamed Bradfiald Canal A-4 10 1,009 1,776 03 07 105 24 50 10.7
224 Saks Cove Saks Cr. Ketchikan D-4 22 675 62) 150 9) 72 IS 55 18.7
225 (67) Leduc Laduc R. Ketchikan 7 1,364 1,241 61 100 62 14 50 14.5
226 Chlcksaln River Chlckamin R. Bradfleld Canal A-2 562 125 220 4,000 02 727 150 55 26.1
227 Granite Creek Granite Cr. Ketchikan C-) 9 945 863 02 67 39 0 55 17.2
220 (69) runchbowl Creek Punchbowl Cr. Ketchikan C-J 14 650 622 126 99 64 15 55 10.6
229 (60) Rudytrd Unnamed Ketchikan C-2 * 0 1,775 1,600 63 100 03 19 . 50 10.6
230 Wilson River Wilson R. Ketchikan B-2 70 400 166 560 9) 71 15 55 30.7
231 (70) Red Red P. Ketchikan A-2 44 400 347 410 09 104 24 50 12.2
232 Davis River Davia R. Ketchikan D-l 70 450 367 667 67 131 28 55 17.4
2)3 kelp Unnamed Sitka B-4 21 675 612 161 82 66 16 50 15.1
234 (75) Takatz Creek Takatz Cr. Sitka A-3 11 1,040 991 129 87 97 20 50 12.5
2)5 Raranof Lake Raranof R. Sitka A-3 32 145 108 316 42 11 2 55 19.1
2J6 Carbon Lake Unnamed Sitka A-3 27 300 260 350 65 49 10 55 24.0
237 Hi Ik Lake Unnamed Port Alexandar D-3 U 700 666 167 36 33 7 55 19.0
230 Brentwood Creek Brentwood Cr. Port Alexander C-3 7 950 655 90 71 30 0 55 27.7
239 (74) Deer Unnamed Port Alexander C-3 7 374 319 114 96 31 7 50 14.0
240 (73) Maksoutof River Hakaoutof R. Tort Alexander C-3 24 600 570 272 93 117 24 50 12.6
241 Plotnlkof I-Vue Unnamed Port Alexander 1 -3 20 350 315 24 76 44 9 55 17.7
242 (76) Creen Lake Vodopad R. Port Alexander D-4 29 400 353 212 84 52 11 50 12.4
24) Haonelborg Creek Ilassalborg Cr. Sitka C-l 03 331 306 34) 90 77 16 55 22.J
244 Thayer Creek Thayer Cr. Sitka C-2 61 407 377 252 100 70 16 55 22.1
245 Kathleen Creek Kathleen Cr. Sitka D-3 29 525 502 126 94 40 10 55 3J.7
246 Towers Creek Towera Cr. Petareburg D-5 01 275 259 300 100 64 13 55 100.7
247 Orchard Creek Orchard Cr. Ketchikan D-5 60 200 170 420 75 44 9 55 17.0
240 (71) Lake Grace Graca Cr. Ketchikan C-3 29 500 456 201 90 99 20 50 10.1
249 Hanzanita lake Ketchikan C-4 6) 300 269 620 91 124 26 55 17.
250 (72) Swan lake Falls Cr. Ketchikan C-4 36 326 275 336 91 69 15 50 12.0
251 Thnrne Thorne R Craig C-2 166 125 103 1,100 65 eo 17 55 17.6
257 Reynolds Creek Reynolds Cr. Craig A-2 7 — --- 54 99 54 11 55 19.7 Three power planta and lakes involved.

rower s ite  numbers refer to m*p locations.

Numbers In parentheses refer to the published l is t  ond Mp of lower priced hydroelectric potentials 
2Sf»0 kw continuous power and larqer.

1/ The sire and coat of the power plants for the Inventory study was based on 55% plant factor. 
The lis t of the 76 lower priced sltea assume* 50% plant factor with no significant change In 
coat. There are exceptions for the larger sltea which were considered base load plants. 
Specific plant factora are noted.

2/ The Index cost la a relative coegiariaon coat of energy at the power plant bun bar. Substation 
and transmission coata are not included.

1/ An alternative development of the Ruby site  to elevation 325 would Inundate the Restart dam 
s ite . Power production at Ruby would Increase to 14.2 hllllon kwh annually and 1,250,000 fcw.
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P.O. BOX 329 • PETERSBURG. ALASKA 99833 
TELEPHONE (907) 772-4511 
TELECOPIER (907) 772-3759

CITY OF PETERSBURG

November 22, 1991

Senator Lloyd Jones 

Alaska State Senate

152 Front St.

Ketchikan, Alaska P 9 9 m

Dear Senator Jones:

Enclosed please find a enpy of R e s o lution No. 127J-R pessed and 

approved by the City Council of the cit y  of Peter«?hnrg a-t their 

regular meeting of November 13. 1991.

mhe resolution resolves:

1. That the City of Petersburg supports the continued federal 

power site designations at Cascade Creek and Scenery Creek in 

Thomas Bay and urges the Forest Service to maintain these 

d e s i g n a t i o n s .

2. That the City of Petersburg support*? the utility corridors 

which the State of Alaska and related federal agencies have 

identified for southeast Alaska.

3. That the City of Petersburg stro n g l y  recommend that the 

Forest Service should not designate the Eagle River on the 

Cleveland Peninsula as a Wild & Scenic River in the Tongass Land 

Management Plan revision.

P a t r i c i a  C u r t i s s  
C i t y  C l e r k



Reso lu t ion No. 1270-R

A RESOLUTION RELATING TO FEDERAL LANDS AND E NERGY REQUIREMENTS OF 

PETERSBURG AND SOUTHEAST ALASKA.

Whereas, the community of Petersburg will need long term and 

reliable sources of energy for the future: and

whereas, the communities of Petersburg and Wrangell have a proven 

commitment to developing long term energy production by the 

formation of the Thomas Bay Power Authority, a jointly operated 

electric utility which operates the State of Alaska Tyee Lake 

Hydroelectric facility; and

whereas, the communities of Petersburg and Wrangell had 

originally planned to build a power project at Thomas Bay but 

vere advised by state and federal energy regulatory agencies that 

'’’yee .Lake would better suit the energy requirements for that time 

noricn* m d

whereas, '•he interconnection of Tyee and the Ketchikan power 

facilities seems likely to become a reality soon and with the 

connection to Juneau's Snettisham power facility appearing more 

nlansinle day by day, making the utilization of the Thomas Bay 

power sites more probable with the result being more reliable 

power for Petersburg and southeast Alaska; and

whereas, contrary to the statements made in the Tongass Land 

Management Plan revision, the worth of the power site withdrawals 

at Thomas Bay is undiminished to Petersburg, Wrangell and now the 

balance of southeast Alaska; and

whereas, an electrical intertie from the Swan Lake Hydroelectric 

facility near Ketchikan to the Tyee Hydroelectric facility is 

■'urrently in the preliminary design process; and

Whereas, the Eagle River Valley on the Cleveland Peninsula has 

been identified as the most desired route; and

Whereas, the U.S. Forest Service may recommend to include the 

Eagle River in the National Wild and Scenic River System as a 

Scenic River; and

Whereas, historically there is a well founded concern that such a 

designation, if applied, would be too restrictive and would 

heighten the impression that the area is more valuable in its 

present state, adding mitigating factors which translate into 

increased costs for the overall transmission line between the



Tyee Hydroelectric Faci l i t y  and Ketchikan by that potentially 

threatening the economic viability of the proposed electrical 

intertie.

Therefore, Be It Resolved by the City Council of the City of 

Petersburg, Alaska:

1. That the Ci t y  of Petersburg supports the continued federal 

power site designations at Cascade Creek and Scenery Creek in 

Thomas Bay and urges the Forest Service to maintain these 

designations.

2. That the City of Petersburg supports the utility corridors 

which the State of Alaska and related federal agencies have 

identified for southeast Alaska.

3. That the City of Petersburg strongly recommend that the 

Forest Service should not designate the Eagle River on the 

Cleveland Peninsula as a Wild & Scenic River in the Tongass Land 

Management plan revision.

4. '"hat copies of this resolution be sent to the Honorable Dale 

Robertson, U.S. Dept, of Agriculture: Mike Barton, U.S. Forest 

Service, Tongass National Forest: Ted Stevens, U.S. Senate, Frank 

Murkowski, U.S. Senate; Don Young, U.S. Representative; Lloyd 

Jones, Alaska State Senate, Robin Taylor, Alaska House of 

Representatives; Cheri Davis, Alaska House of Representatives; 

and the communities of Wrangell, Ketchikan, Kake, Sitka and 

Juneau.

Passed and Approved by the City Councilj:f the City of 

Petersburg, Alaska this /fr day /j-PSLJ* 1991.

C ity C le rk



SOUTHEAST ALASKA ENERGY
A  Regional Solution

F o r  years, only the larger urban c o m m u n i t i e s  e n j o y e d  the benefits of low-

cost, l o w - p o l l u t i o n  hydroelectric p o w e r .  S m a l l  c o m m u n i t i e s  w h i c h

investigated the feasibility of hydroelectric or t r a n s m i s s i o n  intertie 

projects for their areas f o u n d  that electric rates w o u l d  rise dramatically if 

the project w e r e  built. T h e  p r o b l e m  w a s  simple: small n u m b e r s  of people

h a v i n g  to p a y  for large projects. F o r  instance, a transmission line f r o m

K a k e  to Petersburg w o u l d  increase the rates in K a k e  b y  5 0 0  per k W h .  If 

the line w a s  d o w n g r a d e d  to serve only K a k e ,  rates w o u l d  increase b y  150.

M e a n w h i l e ,  the u r b a n  c o m m u n i t i e s  w h i c h  e n j o y  hydroelectric p o w e r  are

n o w  reaching the capacity limits of their hydros. K e t c h i k a n  is using all of 

S w a n  L a k e ,  Sitka is nearing the capacity limits of G r e e n  a n d  B l u e  L a k e  

hydros, J u n e a u  will e x c e e d  capacity f r o m  S n e t t i s h a m  w h e n  the A J  m i n e  is 

b r o u g h t  o n  line, a n d  S k a g w a y  already s u p p l e m e n t s  its h y d r o  with diesel.

W r a n g e l l  a n d  Petersburg h a v e  e xcess h y d r o  e n e r g y  at T y e e  L a k e ,  but n o  

o n e  c a n  use it. T h e  irony is that these c o m m u n i t i e s  n o w  face a larger

version of the rural probl e m .  T h a t  is, p o w e r  project d e v e l o p m e n t  e x c e e d s

their ability to p a y  or to finance the project.

T h e  significant c o m m o n  factor is that eac h  c o m m u n i t y  is trying to find a 

solution only for itself. T h e y  are forced to l o o k  at projects w h i c h  are 

inherently unfeasible b e c a u s e  they are too small to benefit f r o m  e c o n o m i e s  

of scale, or b e c a u s e  they are too large for the c o m m u n i t y ' s  size. N o n e  are 

looking at a project that could benefit the entire region. S u c h  a solution is 

a regional transmission intertie. If all of the S o utheast c o m m u n i t i e s  w e r e  

connected, a n u m b e r  of positive benefits a n d  opportunities result:

1. Individual c o m m u n i t i e s  w o u l d  not h a v e  to p a y  the entire cost of a n y  

project b y  themselves. F o r  instance, K a k e  w o u l d  not h a v e  to p a y  for 

an e x p e n s i v e  intertie to Petersburg. Rather, K a k e  w o u l d  only p a y  for 

a fair portion of a n  intertie that serves J u n e a u ,  Sitka, W r a n g e l l ,  

P e t e r s b u r g  a n d  K e t c h i k a n ,  not to m e n t i o n  all of the s m a ller

c o m m u n i t i e s  along the route of the intertie.

2. C o m m u n i t i e s  w o u l d  not be forced to look at projects in their area 

w h i c h  m a y  be too small or too large an inc r e m e n t  of p o w e r  than they 

n e e d  or c a n  afford at that time. Rather, only the best project m e e t i n g  

the needs of the entire region w o u l d  b e  considered. F o r  instance, the

T a k a t z  Project, w h i c h  is too large to m e e t  Sitka's current need, m a y



be j u s t  the  r ig h t  s iz e  to m e e t  the  n eed s o f  the  e n t i r e  re g io n .  T h e  
p ro je c t  c o u ld  th en  go  fo rw a rd —and  it w ou ld  e n jo y  th e  p o l i t i c a l  and 
f in an c ia l  su ppo r t  o f  the  en t i re  reg ion .

3 . N o  lo n g e r  w o u ld  a p a r a d e  o f  c o m m u n i ty  l e a d e r s  c o m e  to  the 
G o v e rn o r  and  th e  L e g i s l a tu r e  a sk in g  fo r fu n d s  to  b u i ld  p ro je c t s  in 
th e i r  c om m un i t i e s .  R a th e r ,  the c om m un i ty  le a d e rs  in c o n c e r t  w ou ld  
lend  th e i r  s u p p o r t  to  p ro je c t s  th a t  w ou ld  b e n e f i t  th e  e n t i r e  re g io n . 
B e cau se  o f  e c o n om ie s  o f  sca le , the  reg io n a l  p ro je c ts  w ou ld  h ave  m o re  
lo n g - te rm  b en e f i ts  than  the sum  o f  all o f  th e  in d iv id u a l  p ro je c ts .

4 . I p ro p o se  th a t  th e  c om m un i t i e s  jo in  w ith  th e  A dm in is t r a t io n  and  the 
L eg is la tu re  to  p rom o te  th is reg io n a l  so lu t ion . It is a so lu t io n  th a t  can 
be app l ied  a c ro s s  the  S ta te , p ro v id in g  b en e f i ts  to all A la sk an s .

A  re g io n a l  in te r t ie  s y s tem  w ou ld  s ta r t  w ith  a c o n n e c t io n  o f  T y e e  L ak e  to 
Sw an  L ake . E x c e s s  p ow e r  f rom  T y ee  w ou ld  b e  im m ed ia te ly  a v a i la b le  to 
K e tc h ik a n  w he re  i t 's  n e e d ed .  T h e  n ex t  lo g ic a l  s te p  w ou ld  be an in te r t ie  
f r om  P e te r s b u rg  to  S n e t t i s h am , b u t  f r om  a r e g io n a l  s o lu t io n  p e r s p e c t iv e ,  
the  in te r t ie  w ou ld  run  th rough  K ake to S i tk a  (a t th e  T ak a tz  s i te ) then  on to 
G re e n 's  C re e k ,  f in a l ly  j o i n i n g  the Ju n e a u  sy s tem  a t  D o u g la s  Is la n d . T he  
c om m un i t i e s  o f  A n g o on  T e n a k e e  S p r in g s  and  H oon ah  c o u ld  then  e a s i ly  be 
tied in to  the  sy s tem . T h e  l in e  cou ld  then  be e x te n d ed  to  H a in e s ,  S k agw ay  
and  f in a l ly  to  Y uk o n  E n e rg y  a t  C a rc ro s s .  In th e  so u th , P r in c e  o f  W a le s  
Is la n d  and  M e t la k a t l a  w ou ld  be c o n n ec ted .

T h e  to ta l  lo a d  r e p r e s e n te d  by th e  i n t e r c o n n e c t e d  c o m m u n i t i e s  w o u ld  be 
la r g e  e n o u g h  to  c o n s i d e r  j o i n i n g  th e  c o n t in e n t a l  g r id ,  e i t h e r  at P r in c e  
R u p e r t  o r  th ro u gh  the  M is ty  F jo rd  M on um en t  to S tew a r t ,  B .C . ,  p ic k in g  up 
the  Q u a r tz  H il l m in e r a l  d e v e lo p m en t  P ow e r  c o u ld  be p ro v id e d  to m in e ra l
d ev e lo pm en ts  in B .C . a t  J o h n n y  M oun ta in  e a s t  o f  W rang e l l ,  and  to  p ro po sed
m in e r a l  d e v e lo p m en t s  a t  K e n s in g to n / J u a l in  m in e s  a t  B e rn e r s  B ay  and  the 
W in d y  C ra g gy  m in e  n o r thw e s t  o f  H a in e s  in C anada .

T h e  a t t r a c t io n  o f  th is  re g io n a l  so lu t io n  is th a t  e a c h  c om m un i ty  c o n t r ib u te s  
i ts fa i r  sh a re  to the p ro je c t  and  no  m o re . N o  o n e  c om m un i ty  w il l  be fo rced
to  d e v e lo p  and  p ay  f o r  sm a l l ,  u n fe a s ib le  p ow e r  p ro je c ts .  O n ly  th e  bes t,
m o s t  e f f i c ie n t  p ro je c t s  w ith  l o w e s t  u n i t  co s ts  n e ed  be d ev e lo p ed .  E ach  
c o m m u n i ty  w ou ld  p a y  o n ly  fo r  th e  p o r t io n  o f  the  e n e r g y  u se d  by  tha t 
c om m un i ty .  E v e ry o n e  b en e f i ts .

Lonnie Anderson, Mayor
Kake, Alaska



Slain ol Alaska 
Waliot.) Mickol. Governor

Alaska Energy Authority
A Pub lic C o rpo ra tion

M a r c h  2 4 ,  19 9 2

The Honorable Lloyd Jones 
Alaska State Senato r 
P.O. Box V 
Juneau , Alaska 99811

Subject: Position S ta tem en t on CS for Senate Joint Resolution No. 40

D ear Sena to r Jones:

T he  Alaska Energy Authority strongly supports the subject resolution relating to 
identified hydroelectric sites and energy transmission and surface transportation 
requirements for Southeast Alaska. We support the development o f energy and 
transporta tion infrastructure consistent with fu ture economic growth and 
opportunity. As evidenced by previous projects o f the Energy Authority in Southeast 
Alaska and elsewhere, such development can and will be accomplished in balance 
with environmental objectives. Additional Federa l land use restrictions are 
unnecessary and counterproductive.

Enclosed for your information is a letter o f comment provided last summer by the 
Authority to the U.S. Forest Service regarding our support for this position, and the 
reply to our letter o f comment by the Forest Service. Please let me know if I can 
provide you with additional information.

Executive D irector

E n c l o s u r e s

PO Box AM Juneau. Alaska 99811 (907)465-3575
PO Box 190869 701 East Tudor Road Anchorage, Alaska 9951°-0869 (907)551-7677



March 7, 1992

Senator Lloyd Jones 
State Capitol
Juneau, Alaska 99811-1182 

Dear Senator Jones:

I am writing in support of Senate Joint Resolution 40 asking the Congress and the Forest 
Service to refrain from placing further unnecessary land use designations/restrictions in 
Southeast Alaska. This statement is necessary given the Forest Service's current revision of 
the Tongass Land Management Plan. These land restrictions hamper transportation and 
utility corridor planning and construction. Both the state and federal governments through 
these designations have placed needless, yet costly, bureaucratic hurdles on reasonable 
economic development.

An example of the need for this resolution is my community o f Kake located on Kupreanof 
Island, some 100 miles from Juneau. Kake ..as been anticipating for some time both an 
energy transmission line and road extending from near Petersburg to Kake. Kake lies some 
60 air miles due west of Petersburg. The Forest Service has nearly completed a forest road 
between Kake and the east side of Kupreanof Island near Petersburg. Most the residents of 
Kake would like to have the opportunity to drive into Petersburg to use the medical and 
dental facilities both in emergency and non-emergency situations. Another benefit would be 
more commerce and less costly access for Kake's residents.

This past fall the Forest Service had made a preliminary decision to build the final link 
between the two road segments. The village of Kupreanof located on the east side of 
Kupreanof Island near Petersburg objected because they have chosen to be a roadless 
community. An outside group American Rivers also objected because they wanted the 
upper portion of the Duncan-Saltchuck River designated a Wild River under the Wild and 
Scenic River System. This river may be recommendation by the Forest Service for 
inclusion in the Wild and Scenic River System. The road was nearly built, except for these 
objections. Because of these small group's objections the Forest Service abandoned the 
project for now.

The people of my community want this road with a power line to help the local economy. 
The federal government is hampering our economic development efforts. This resolution is 
needed to tell the Congress and the Forest Service to let us get on with becoming 
economically self-sufficient.

I urge passage of this resolution. Thank you for your consideration of my testimony.

Sincerely,

jo p m e  A n d e r s o n ,  M a y o r
Cake, A la s k a



T e s t i m o n y  of Robert Martin, Jr., General M a n a g e r  of Tlingit H a i d a  REA:

M a y  7, 9 9 2  

Senate Joint P solution No. 4 0

E n e r g y  a n d  Transmission Corridors within the T o n g a s s  National Forest.

1. General M a n a g e r  of Tlingit-Haida R E A

2. Serves five SE villages directly, a sixth o n  contract, a n d  w o r k i n g  to 

build a n e w  s y s t e m  in a c o m m u n i t y  w h i c h  does not h a v e  central 

electricity.

3. Like m a n y  rural utilities, w e  are d e p e n d e n t  o n  PCE.

4. Unlike m a n y ,  w e  are w o r k i n g  extremely h a r d  to prepare for the d a y  

P C E  is gone. O u r  success is reflected in continuous rate decreases since 

PCE--from 4 1 $  / k w h  in 1 9 8 1  to 2 9 $  / k w h  today.

5. Rate decreases m e a n s  the State p a y s  less P C E  to us t h a n  it w o u l d  

have.

6. W h e n  faced with a n  emergency, it is always best to turn to the tried 

a n d  p r o v e n  solutions. W e  h a v e  seen only t w o  solutions with consistently 

g o o d  results:

a. Consolidation of utilities to gain administrative, financial a n d  

technical e c o n o m i e s  of scale. T H R E A ,  A V E C ,  A P & T  are 

successful consolidated utilities.

b. Regional interties w h i c h  w o u l d  c o nnect c o m m u n i t y  load centers 

with the m o s t  efficient a n d  cost-effective sources of power. 

C o n n e c t i o n  of Craig to K l a w o c k  allowed rates to decrease in 

b o t h  communities.

7. Interties h a v e  benefits b e y o n d  connection to a source of power.:

a. P e a k  loads are not additive. T h e  c o m b i n e d  load p e a k  is not the 

s u m  of the individual peaks. This m e a n s  less generation is 

needed.

b. S t a n d b y  capability c a n  be r e d u c e d  because s t a n d b y  generation 

in o n e  c o m m u n i t y  can be s t a n d b y  generation for both. Again, 

less generation capability is needed.

c. M o r e  efficient generation e q u i p m e n t  c a n  be acquired, because 

the larger generating units tend to b e  m o r e  efficient.



d. Small h y d r o  a n d  other generation units tend to b e  fairly 

expensive p e r  unit of power. Generally, the larger the project, 

the lower the per unit cost. C o m b i n i n g  load centers with 

interties allows consideration of larger, less costly projects. 

T y e e  Lake w a s  m a d e  possible b y  the connection of Wrangell 

a n d  Petersburg.

e. C o n n e c t i o n  of load centers allows consideration of projects far 

b e y o n d  the confines of the i m m e d i a t e  area s u r r o u n d i n g  the 

c o m m u n i t y ,  (cite e x a m p l e s  of L a k e  Dorothy-Juneau: expensive. 

Takatz Lake-Sitka: too large. But if intertied to Sitka a n d  Tyee, 

next project w o u l d  be Takatz--or T h o m a s  Bay. D o r o t h y  w o u l d  

n e v e r  b e  considered.

f. M a n y  active fuel-storage tank f a r m s  c a n  b e  eliminated. This 

eliminates m a n y  potential sources of spills, because every 

active tank f a r m  presents a potential for fuel spill.

8. Interties (and Regionalization) allow delivery of low-cost e n e r g y  to 

all of the areas within the transmission route. Sitka-Petersburg includes 

Kake. Sitka J u n e a u  includes A n g o o n ,  Tenakee, H o o n a h ,  G r e e n s  C r e e k  a n d  

W e s t  Douglas.

If rural areas are to survive, they n e e d  jobs. If jobs are to b e  

created, they n e e d  industry. If industry is to be d e v e l o p e d  in rural 

areas, industry n e e d s  l o w  cost power.

For instance, interties w o u l d  allow d e v e l o p m e n t  of fish processing 

facilities closer to the fishermen. Quality a n d  value w o u l d  b e  

enhanced, a n d  b o t h  the fishermen a n d  the processors w o u l d  benefit.

9. T h e  routes for transmission a n d  for transportation within the 

T o n g a s s  are well-known. Transmission lines are relatively unobtrusive, 

a n d  e v e n  b r a n d - n e w  a l u m i n u m  wires b e c o m e  less visible with only a f e w  

m o n t h s  of weathering. T h e  Snettisham line, the T y e e  line a n d  the S w a n  

Lake line are all g o o d  examples.

10. I strongly urge passage of this i m p o rtant resolution, b e c a u s e  it will 

preserve the option to create p e r m a n e n t  solutions to the e n e r g y  a n d  

transportation p r o b l e m s  in Southeast Alaska.



M a rc h  7, 1992

Senator Lloyd Jones 
State Capitol
Juneau, Alaska 99811-1182 

Dear Senator Jones:

I am writing in support of Senate Joint Resolution 40 asking the Congress and the Forest 
Service, to refrain from placing further unnecessary land use designations/restrictions in 
Southeast Alaska. This statement is necessary given the Forest Service's current revision of 
the Tongass Land Management Plan. These land restrictions hamper transportation and 
utility corridor planning and construction. Both the state and federal governments through 
these designations have placed needless, yet costly, bureaucratic hurdles on reasonable 
economic development.

An example of the need for this resolution is my community of Kake located on Kupreanof 
Island, some 100 miles from Juneau. Kake has been anticipating for some time both tin 
energy transmission line and road extending from near Petersburg to Kake. Kake lies some 
60 air miles due west of Petersburg. The Forest Service has nearly comnleted a forest road 
between Kake and the east side of Kupreanof Island near Petersburg. Most the residents of 
Kake would like to have the opportunity to drive into Petersburg to use the medical and 
dental facilities both in emergency and non-emergency situations. Another benefit would be 
more commerce and less costly access for Kake's residents.

This past fall the Forest Service had made a preliminary decision to build the final link 
between the two road segments. The village of Kupreanof located on the east side of 
Kupreanof Island near Petersburg objected because they have chosen to be a roadless 
community. An outside group American Rivers also objected because they wanted the 
upper portion of the Duncan-Saltchuck River designated a Wild River under the Wild and 
Scenic River System. This river may be recommendation by the Forest Service for 
inclusion in the Wild and Scenic River System. The road was nearly built, except for these 
objections. Because of these small group's objections the Forest Service abandoned the 
project for now.

The people of my community want this road with a power line to help the local economy. 
The federal government is hampering our economic development efforts. This resolution is 
needed to tell the Congress and the Forest Service to let us get on with becoming 
economically self-sufficient.

I urge passage of this resolution. Thank you for your consideration of my testimony. 

Sincerely,

L o n n ie  A n d e r s o n ,  M a y o r
K a k e ,  A la sk a



Al
arrcj
Wed
mos 
lim  j
T. 

back 
free 
men 
Troo 
of f t 
reste
■n

Abd« 
in t l 
fund 
H

S

E d i t o r i a l

F u t u r e  p l a n n i n g
We support Ketchikan Sen. Lloyd Jones' proposal to the Alaska 

Legislature to identify utility and transportation corridors on 
federal and state land.

While corridors won't be used immediately, it is clear that a 
route connecting Southeast Alaska to a possible power grid with 
British Columbia likely will be needed. Commissioner Glenn A. 
Olds, Department of Commerce and Economic Development, 
said late in 1991 that it might be possible in the future to beam 
power from point to point without using transmission lines. We 
hope that develops soon, but in the event it doesn't we should 
have a corridor designated for power lines.

Also, there is interest in building a road off Revillagigedo Island 
to the mainland. The road would link into British Colombia's 
extensive highway system. It would provide a land option for 
vacationers to leave Revilla and for goods to be transported.

The Tongass Land Management Plan has some of the area that 
could be used for either type of corridor placed in designations 
that limit or prevent development. Those designations should be 
changed to accommodate the corridors. A road can be built in the 
most environmentally sound manner possible. With time, tech­
nology will improve and we might have techniques that would 
have less impact. Possibly laser cutters?

If federal and state governments designate land use without 
considering those two needs, we could run into roadblocks on 
expanding our power and transportation systems.

Electrical and transportation options are good long-term plan­
ning, something we need more of in Southeast, to accommodate 
a likely future need.

It never hurts to plan.

— F r o m  o t h e r  e d i t o r s —

N e e d  r a t i o n a l  d i a l o g u e
It's a cloudy situation in Algeria. We hope this calm reaction 

would continue, but we fear the possible civil war.
 ̂ nmi n m n rf r» O TV* OH H



D e p a r t m e n t  of Transportation 

a n d  Public Facilities

P O S I T I O N  

P A P E R

A P P R O V E D : < ^ ^ ^ j  

TITLE: Energy Trans and Surface trans. in SE Alaska DATE: 2-10-92

DOT&PF supports SJR 40. The resolution states the US Congress and the US 
Forest Service NOT place further land use designation restrictions on the 
potential utility corridors or the surface transportation corridors in Southeast 
Alaska. The resolution is aimed specifically at the current US Forest Service 
Tongass Land Use Management Plan (TLMP) planning effort, and at 
congressional actions in general.

The departm ent has worked very successfully with the US forest Service 
planning team manager to see that all potential corridors for roads in 
southeast Alaska have been included in the TLMP EIS currently in process. 
Those corridors are reflected in the Supplemental EIS that is now out for 
review. The departm ent has also worked with the Governor's Office,
Division of Governmental Coordination (DGC) to see that transportation 
concerns including the corridor reservations are incorporated into the state's 
official response to the EIS.

This resolution is in support of those actions. It reinforces the determination 
of the State of Alaska that the evolution of a surface transportation system in 
southeast not be impeded by restrictive land use designations by US Forest 
Service planning efforts.

The departm ent will continue to work with the Forest Service and DGC to see 
that the importance of corridor identification and preservation is recognized. 
DOT&PF will be participating in the Governor's Task Force on TLMP, which 
has as one of its major policy issues the preservation of regional 
transportation and utility corridors.

F o r  Further Information contact Katy McIIttgh at 465-3900.
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Stole o l Alosko 
Wallet J Nickel. Governor

Alaska Energy Authority
A Public C o rpo ra tion

July 3, 1991

Mr. Steve Brink
Forest Plan Revision Team  Leader 
Tongass Land Management Planning Team 
8505 Old Dairy Road 
Juneau , Alaska 99801

Subject: Tongass Land Use Management Plan

D ea r Mr. Brink:

The  Alaska Energy Authority (formerly the Alaska Power Authority) has previously 
subm itted to the U.S. Forest Service extensive documentation on potential electric 
transmission line routes and hydroelectric sites within the Tongass National Forest. 
Copies o f past correspondence related to this issue are enclosed with this letter.

My staff informs me that this information has been en te red  into the computerized 
da ta  base maintained by the Forest Service, and that your agency is aware o f the 
State 's desire to reserve these proposed intertie corridors and hydroelectric sites 
from restrictive land use designations that would inhibit their future development.

As you are  p reparing to issue the Supplemental Draft Tongass Land Use 
M anagemen t Plan this fall, I want to reiterate and emphasize our concern tha t the 
Land Managemen t Plan recognize these corridors and sites such that their future 
development is allowed. While all of these routes and locations rep resen t potential 
developments over the long run, the project that now appea rs to have the best 
chance for becoming a reality in the near term is the proposed intertie between the 
Tyee Lake and Swan Lake hydroelectric projects. Reserving the Tyee-Swan corridor 
to allow this development therefore represents a high priority.

I apprec ia te  the past efforts of the Forest Service to solicit and accommodate State 
concerns with management of the Tongass. The Alaska Energy Authority looks 
forward to receipt o f the Supplemental Draft M anagement Plan, and will provide our 
comments on the document at that time.

TJA:CB:tlj

U  PO Box A M  Juneau. Alaska 99811 (907)465-3575
5< PO Box 190869 701 East Tudor Road Anchorage. Alaska 99519 0869 (907)5617877

T J 1092(1)



U n ite d  S ta te s
D epa rtm en t o f
A g r ic u l t u r e

F o r e s t A l a s k a Reg io n P.O. Box 21628
S e r v i c e  Juneau , AK 99802 -1628

R e p l y  t o :  1920 -2 (B)

D a te : J u l y  18, 1991

Mr. C h a r l i e  B u s s e l l  
E x e c u t i v e  D i r e c t o r  
A la s k a  Ene rgy A u t h o r i t y  
P.O. Box 198069 
Ancho rage , AK 99519-0869

Dear Mr. B u s s e l l :

I  a p p r e c i a t e  y o u r  J u l y  3, 1991 l e t t e r  and e n c l o s u r e  o f  p a s t  c o r r e s p o n d e n c e .

As you n o t e d , we have e l e c t r o n i c a l l y  s t o r e d  S t a t e  o f  A l a s k a  power t r a n s m i s s i o n  
i n t e r t i e  c o r r i d o r s  i n t o  o u r Geog ra p h i c I n f o r m a t i o n  Sys tem . We've wo rked 
c l o s e l y  w i t h  l o c a l  Juneau ADOTPF o f f i c i a l s  and c o n t a c t e d  l o c a l  A l a s k a  Ene rgy 
A u t h o r i t y  o f f i c i a l s  t o  t r y  t o  o b t a i n  mos t r e c e n t  i n f o r m a t i o n .

The S t a t e  o f  A l a s k a  t r a n s p o r t a t i o n  and power t r a n s m i s s i o n  c o r r i d o r s  w i l l  be 
shown on a map i n  t h e Tongass P la n R e v i s i o n  Supp lemen t map p a c k e t ,  w h i c h  i s  
sc h e d u le d t o  be a v a i l a b l e  f o r  p u b l i c  r e v i e w  a b o u t t h e end o f  A u g u s t , 1991.

We have d e v e lo p e d a l a n d  use d e s i g n a t i o n  s p e c i f i c a l l y  f o r  f u t u r e  
t r a n s p o r t a t i o n  and u t i l i t y  c o r r i d o r s  f o r  t h e  TLMP Supp lemen t . Th ree o f  the 
f i v e  a l t e r n a t i v e s  a p p l y  t h e s p e c i a l  l a n d  use d e s i g n a t i o n  t o  a l l  o f  t h e 
p rop o se d c o r r i d o r s .  Keep i n  m ind t h a t  even i n  t h e two a l t e r n a t i v e s  t h a t  do 
n o t  a p p l y  th e s p e c i a l  d e s i g n a t i o n ,  no la n d use d e s i g n a t i o n  p r e c l u d e s  a S t a t e  
t r a n s p o r t a t i o n  o r  u t i l i t y  de ve lo pm en t .

The p u b l i c  comment p e r i o d  w i l l  r u n  f o r  th e months o f  Sep tembe r , O c t o b e r and 
November . We l o o k  f o r w a r d  t o  any comments you may ha ve , p a r t i c u l a r l y  i f  we ' v e 
made e r r o r s  i n  d e p i c t i n g  c o r r i d o r s  on th e map, so t h e y can be i n c o r p o r a t e d  
i n t o  deve lo pmen t o f  t h e  F i n a l  E n v i r o nm e n t a l Im p a c t S t a t em e n t n e x t  y e a r .

I  have e n c l o s e d a copy o f  t h e c u r r e n t  Tongass P la n map, as amended by the 
November , 1990 Tongass T imbe r Refo rm A c t ,  w h i c h p r o v i d e s  t h e  l a n d  a l l o c a t i o n  
d i r e c t i o n  u n t i l  t h e Tongass R e v i s i o n  i s  c om p le t e .

/)
STEVEN A. BRINK
Tongass P la n R e v i s i o n  Team Leade r 

E n c l o s u r e

R E C E I V E D

JUL 2 2 1931 

A L A S K A  e : . : r g y  a u t h o r i t y

CMC)' /Oofv A  
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SOUTHEAST ALASKA CORRIDOR PLANNING

SCOPE
* Iden tify  po ten tia l opportun ities fo r coord inating  planning  efforts and 

sharing of resources to achieve actual im provem ents.

* A ssign agency p rio rities  in term s of general tim e fram es in which 

significant activity is expected to occur.



M A TRIX DEFINITIONS

Transportation - Extensions of Regional or Sub-regional surface 

transportation links.

Utility - Transmission of power and/or other utilities, including pipelines.

Timber - Development and harvest of timber resources.

Mining - Exploration, extraction, processing, and transportation 

of mineral resources.

Lands - Access to lands for community expansion, or for 

development of new recreational opportunities.

Time Codes - O = Existing

A = less than 5 years 

B = 5 to 20 years 

C = more than 20 years 

X = Unknown



S.E. ALASKA CORRIDOR PLANNING

 ,  —

CO RR ID O R SEGM ENT MAP REF RCTIUITY
TRRNSP. UTILITY TIMBER M IN ING LANDS

M etlakatla  to K etchikan 01 C A

K etchikan to K asaan 02 0 B
Kasaan to T hom e Bay 0 3 B B B B

Hollis to Thom e Bay via Karta Bay 0 4 C C B

P.O.W . Island - Control Lake to Pt. Baker 0 5 B C 0 B

Craig to K law ock to Hydaburg to Hollis 0 6 O O /B O O

Klaw ock to Thom e Bay 0 7 O B O O

Rcvilla Island - K etchikan to Carroll Inlet 0 8 B O B B

Carroll In le t to Portland Canal 0 9 C C

Carroll Inlet to Cow Creek 10 B A B

Cow Creek to Tyee Lake 11 C A

K etchikan to C leveland  Peninsula 12 C

C leveland Peninsula to Thom e Bay 13 C

C leveland Peninsula to  Tyee Lake 14 C

B radfleld R iver Route to Border 15 B A O

Tyee Lake to W rangell 16 C O C

W rangell to Tolsto i Bay 16A C

W rangell to P e tersbu rg 17 C O B

A aron C reek Route to Border 18 C X

Stikine R iver Route to  B order 1 9 C X
K ake to  Petersburg 20 B B B

W est P e tersbu rg  to Petersburg 2 0 A B

K ake to  Snettisham 21 B

K ake to B aranof W arm Springs 22 C B

B aranof Warm Springs to Sitka 2 3 C C

Sitka to Rodm an Creek 2 4 C B C

Rodm an Creek to  Rodm an Bay 2 5 C B

Rodm an Creek to  S itkoh Bay 2 6 B

Sitkoh Bay to Angoon 2 7 C

Sitkoh Bay to Hoonah 2 8 B

Hoonah to Young Bay 2 9 B C

Juneau to N orth Douglas M iddle Point 3 0 B A C

N. D ouglas M iddle Point to Greens Creek 31 A 0
Juneau to  B order via Taku R iver Route 3 2 C X C

Juneau to Snettisham 3 3 0 c

Juneau to Echo Cove 3 4 O c B B

Echo Cove to Berners Bay 3 5 B c B B



S.E. ALASKA CORRIDOR PLANNING

CORR IDOR SEGMEN T MAP REF. R C T IU I T V

TRANSP. UTILITY TIMBER M IN IN G LANDS
Berners B ay  to Skagway 3 6 C C

Skagw ay to W hitehorse 3 7 0 C

Berners B ay  to W illiam  Henry Bay 3 8 c X C

W illiam  Henry Bay to Haines 3 9 c X

Haines to Skagway 4 0 c C C

Haines to Border v ia  Haines H ighway 4 1 o C c

Yakutat to Border via A lsek R iver 4 2 c X C C



* MAP REFERENCE AND CORRIDOR SEGMENT

* ROUTE DESCRIPTION

* MAJOR ACTIVITIES

* INVOLVED AGENCIES

01 M ETLAKATLA TO KETCHIKAN

From end of the existing road system at Metlakatla northwesterly to the 
north end of Annette Island, across Revilla Channel to the road system on 
Revilla Island.

Road and ferry transportation between communities.
Electric power transmission.
Community expansion.

DOT/PF, APA, BIA

02 KETCH IK A N  TO KASAAN

From Ketchikan to Kasaan via Clarence Strait and Kasaan Bay.

Ferry service between communities.
Electric power transmission.

APA, DOT/PF

03 KASAAN TO THORN E BAY

From Kasaan northerly to Tolstoi Bay and Thome Bay via upgraded logging 
roads.

Transportation between communities.
Electric power transmission.
Timber harvest.
State Lands.

BIA, SEALASKA, APA, DNR, USFS



04 HOLLIS T O  T H O R N E  B A Y

From Hollis, along the east shore of Kasaan Bay via Karta Bay and Tolstoi 
Bay to Thome Bay.

Transportation between communities.
Timber harvest.
Recreation opportunities.
State Lands

DOT/PF, DNR, USFS

05 CON TRO L LA K E TO POINT BAKER

From existing State Highway at Control Lake to north end of Prince of Wales 
Island near Point Baker, via upgraded logging roads.

Transportation between communities.
Timber harvest.
Recreational opportunities.
State selected lands.

USFS, DOT/PF, DNR

06 CRA IG  TO KLAW OCK TO  HYDABURG TO  HOLLIS

Existing State Highway system.

Transportation between communities.
Timber harvest.
Recreational opportunities.
State lands & State selected lands.

DOT/PF, USFS, DNR



07 K L A W O C K  T O  T H O R N E  B A Y

From the Hollis Highway near Klawock to Thome Bay via the existing State 
Highway system.

Transportation between communities.
Timber harvest.
Recreational opportunities.
State Lands.

USFS, DOT/PF, DNR

OS K ETCH IK A N  TO  CARROLL IN LET

From Ketchikan, via Harriet Hunt Lake Road to head of Carroll Inlet.

Transportation between communities.
Electric power transmission.
Recreational opportunities.
Timber harvest.
Community expansion.
State lands & State selected lands.

USFS, APA, DOT/PF, DNR

09 C A R R O LL IN LET TO PORTLAND CANAL

Fom head of Carroll Inlet (Corridor segment 08) to Quartz Hill mine site, 
then easterly to Canadian border at Portland Canal (with an extension to 
Kitsault, B. C.).

Electric power transmission.
Mining.

APA



10 CA RRO LL IN LET TO COW  C K ^ IC

From head of Carroll Inlet (Corridor segment 08) to north end of Revilla 
Island at Cow Creek.

Transportation between communities.
Electric power transmission.
Timber harvest.
Recreational opportunities.

USFS, APA, DOT/PF

11 C O W  CR EEK  T O  TYEE LAKE

From Cow Creek via Anchor Pass and Eagle River to Tyee Lake power plant.

Transportation between communities.
Electric power transmission.

DOT/PF, AT \

12 KETCHIKAN TO CLEVELAND PENINSULA

From Ketchikan, northerly across Behm Canal to Cleveland Peninsula near 
Helm Bay.

Electric power transmission.

APA

13 CLEVELAND PENINSULA TO  THORN E BAY

From Cleveland Peninsula (Corridor segment 12) westerly across Clarence 
Strait to Thome Bay.

Electric power transmission.

APA



14 CLEVELAND PENINSULA TO TYEE LAKE

From Cleveland Peninsula (Corridor segment 12) easterly to Tyee Lake 
power plant.

Electric power transmission.

APA

15 BRADFIELD RIVER ROUTE TO  BORDER

Frcm head of Bradfield Canal (Tyee Lake) to Canadian Border via Bradfield 
River (with an extension to Cassiar Highway).

Transportation connection with continental road system.
Electric power transmission.
Mining.

APA, DOT/PF

16 TY EE LAKE TO  W RANGELL

From Tyee Lake power plant via Blake Island and Thoms Lake to Wrangell.

Transportation between communities.
Electric power transmission.
State lands.

APA, DOT/PF, DNR, USFS

16A W RANGELL TO TO LSTO I BAY

From Wrangell to Tolstoi Bay via Alaska Marine Highway.

Transportation between communities.

DOT/PF



17 W R A N G E L L  T O  P E T E R S B U R G

From Wrangell via Dry Strait and Wrangell Narrows to Petersburg.

Transportation between communities.
Electric power transmission.
Community expansion.
Recreational opportunities.
Timber harvest.
State lands.

DOT/PF, APA, DNR, USFS

18 AARON CR EEK  ROUTE T O  BORDER

From the Wrangell/Petersburg route (Corridor segment 17) via Aaron 
Creek and West Fork Katete River to Canadian border (with an extension to 
Cassiar Highway).

Transportation connection with continental road system.
Recreational opportunities.

DOT/PF

19 STIK IN E RIVER ROUTE TO  BORDER

From Wrangell/Petersburg route (Corridor segment 17) via Stikine River to 
Canadian border (with an extension to Cassiar Highway).

Transportation connection with continental road system.
Recreational opportunities.

DOT/PF

20 K A K E TO PETERSBURG

From Kake to Petersburg.

Transportation between communities.
Electric power transmission.
Timber harvest.
Recreational opportunties.

APA, DOT/PF, USFS
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20A W EST PETERSBURG TO PETERSBURG

From West Petersburg to Petersburg via ferry.

Transportation between communities.

DOT/PF

21 K A K E TO  SNETTISHAM

From Kake via Stephens Passage to power plant at Snettisham. 

Electric power transmission.

APA

22 KA KE TO  BARANOF W ARM  SPRINGS

From Kake via Frederick Sound and Chatham Strait to Baranof Warm 
Springs.

Electric power transmission.
State selected lands.

APA, DNR

23 BARANOF W ARM  SPRINGS TO  SITKA

From Baranof Warm Springs to Sitka via Blue Lake.

Electric power transmission.
Transportation between communities.
Recreational opportunities.
Timber harvest.

APA, DOT/PF, USFS



24 SITKA TO  RODMAN CREEK

From Sitka to head of Rodman Creek.

Electric power transmission.
Transportation between communities.
Potential State land selection.

APA, DOT/PF, DNR, USFS

25 RODM AN CR EEK  TO RODMAN BAY

From head of Rodman Creek (Corridor segment 24) to Rodman Bay. 

Transportation between communities.

DOT/PF, USFS

26 RODM AN CR EEK  TO  SITKOH BAY

From head of Rodman Creek (Corridor segment 24) across Peril Strait to 
Sitkoh Bay.

Electric power transmission.

APA

27 SITK O H  BAY TO  ANGOON

From Sitkoh Bay (Corridor segment 26), across Chatham Strait to Angoon. 

Electric power transmission.

APA

28 SITK O H  BAY TO  HOONAH

From Sitkoh Bay (Corridor segment 26) to Tenakee Springs and to Hoonah. 

Electric power transmission.

APA



29 HOONAH TO  YOUNG BAY

From Hoonah via Icy Strait, across Chatham Strait, to Young Bay.

Electric power transmission.
Potential State land selection.

APA, DNR

30 JUNEAU TO  NO RTH DOUGLAS M IDDLE POINT

From Juneau, via existin g State highway to Outer Point, then along west 
shore of Douglas Island to Middle Point.

Community expansion.
Recreational opportunities.
State lands.

DOT/PF, SEALASKA, GOLDBELT, DNR

31 M ID DLE PO IN T TO  GREENS CREEK

From Middle Point, across Stephens Passage, to Greens Creek.

Electric Power transmission.
Mining.

APA

32 JU NEAU TO  BORDER VIA TAKU RIVER

From Juneau to Canadian Border via Taku River route (with an extension to 
Alaska Highway via Atlin).

Transportation connection with continental road system.
Recreational opportunities.
Timber harvest.
State lands.

DOT/PF, DNR, USFS



From Juneau to Snettisham power plant. 

Electric power transmission.

APA

33 J U N E A U  T O  S N E T T I S H A M

34 JUNEAU TO  EC H O  COVE

From Juneau north to Echo Cove via existing State highway system.

Transportation between communities.
Electric power transmission.
Timber harvest.
Community expansion.
Recreational opportunities.
State lands.

DOT/PF, APA, USFS, GOLDBELT, DNR

35 E C H O  COVE T O  BERNERS BAY

From Echo Cove (Corridor segment 34) north to Berners Bay.

Transportation between communities.
Electric power transmission.
Timber harvest.
Community expansion.
Recreational opportunities.
Mining.

DOT/PF, APA, USFS,

36 BERNERS BAY TO  SKAGWAY

From Bemers Bay, along the east side of Lynn Canal, to Skagway.

Transportation between communities.
Electric power transmission.

DOT/PF, A P A



37 SKAGW AY TO  W HITEHORSE

From Skagway to Canadian border via existing State highway (with an 
extension to Whitehorse).

Transportation connection with continental road system.
Electric power transmission.

DOT/PF, APA

38 BERNERS BAY TO W ILLIAM  HENRY BAY

From Bemers Bay (Corridor segment 35) across Lynn Canal.

Transportation between communities (ferry route).
State selected lands.

DOT/PF, DNR

39 W ILLIA M  HENRY BAY TO  HAINES

From William Henry Bay, along west side of Lynn Canal, to Haines. 

Transportation between communities.

DOT/PF, USFS

40 HAINES TO  SKAGWAY

From Haines to Skagway via new highway system.

Transportation between communities.
Electric power transmission.

DOT/PF



41 H A I N E S  T O  B O R D E R

From Haines to Canadian border via existing State highway system (with an 
extension to Alaska Highway).

Transportation connection with continental road system.
Electric power transmission.
Petroleum pipeline.
State lands.

DOT/PF, DNR

42 YAKUTAT T O  BORDER

From Yakutat to Canadian border via Alsek River route (with an extension 
to Alaska Highway via Tatshenshini River).

Transportation connection with continental road system.
Timber harvest.
Mining.

USFS, DOT/PF



T H E  F O L L O W I N G  D O C U M E N T  

H A S  N O T  B E E N  F I L M E D  

B U T  I S  A V A I L A B L E  IN  T H E  

O R I G I N A L  F I L E



REGIONAL MAP
S O U T H E A S T  A L A S K A  C O R R I D O R  P L A N N I N G





S> J A T E  C O M M I T T E E  R E P O L

FIRST COMMITTEE OF REFERRAL 

DATE: 2/5/92 FURTHER:

Date of 5-Day Notice: / £ / ,  2 0 , )r9 0 -  DATE TURNED _
(in accordance with Uniform Rule 23) If* TO OFFICE:

Resources Committee considered SJR 45

Urging the use of canned pink salmon in the "Public Law 480 - Food for Peace" program.

and recommends:

[ ] replace w ith_________CS____

[ ] attaches amendment(s)

[ ] adopts________________________

[ ] further referral to the____________

do pass 

[ ] do not pass 

[ ] no recommendation 

[ ] individual recommendations

NEW FISCAL NOTES: Dept/Date
zero fiscal notes 2 / a  C/9X-

[ ] fiscal notes______________________

[ ] same title
__________________(_______) [ ] new title

[ ] technical 
title change 
(HB only)

Letter of Intent

PREVIOUS FISCAL NOTES: Dept/Date
[ ] Governor’s bill with fiscal notes:

zero fiscal notes_____________________

fiscal notes

[ ] appropriation--no fiscal note



STATE OF ALASKA
1992 LEGISLATIVE SESSION

BILL NO. SJR 45

Revision Dote: _________________________________ Deportment Af fected:
Title; U r g i n g  t h e use o f  canned p i n k  BRU: ___________________

sa lmon i n  th e "P u b l i c : Law ABO-Fnnrl f o r  Component: ____________
Snnnsnr: S en a t o r K e r t u l l a  Pr °S ram_________________

Requestor: Sena te Resou rces________________ COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands o f Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES #

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

CAPITAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

REVENUE - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
FUND SOURCE:

FUNDING: {Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER
FUND SOURCE:

TOTAL - 0 - - 0 - - 0 - - 0 - - 0 - -  - ___
POSITIONS:

FULL-TIME 0 0 0 0 0 o i
PART-TIME n n n n 0 n
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact:_0

ANALYSIS: (At tach a separate page if necessary.)

Prepared By: 

Division:

■Sena to r L l o y d  Jones .C ha i rm an £i&i3.7.43.

Approvod by Commissioner 
Agency: Sena te Resou rces

Diatjibution (by preparer): Leg- Fin,. Legialative Sponaor. Requestor. OMB/DBR, Gov. Legie. Ofc., & Impeded Agencyliea).
Rev 10/7/91 Page of



A l a s k a  S t a t e  L e g i s l a t u r e

Sen. Jay K e rttu la , C o -C h a irm a n 

Sen. Pat P o u rc h o t, C o -C h a irm a n

Slate Capitol 
Juneau, AK 99801-1182 

(907) 465-1200 
(907) 463-3066 lux

Sen. At Adams 
Sen. Jim Duncan Senate Finance Committee Box 1009 

Palmer, AK 99645 
(907) 376-2675 

(907) 376-0315 Fox
Sen. Lyman F. Hoffman
Sen. Dick Shultz 
Sen. Rick Uehling

S P O N S O R  S T A T E M E N T

SJR 45
by

S e n a t o r  J a y  K e r t t u l a

SJR 45 attempts to alleviate some of the problems which are being 
experienced within the pink salmon industry due to a severe drop in 
prices, at least partially caused by a surplus inventory of canned pink 
salmon.

By this resolution, the Alaska Legislature is urging the Department of 
Agriculture to place canned pink salmon on the 1992 "Food for Peace" 
docket; this is essentially a list of the commodities which are available 
to countries under our foreign food aid programs.

Public Law 480 governs the foreign food aid programs of the Agricultural 
Trade Development Assistance Act of 1954. The programs are 
administered jointly by the Agency for International Development (AID) 
and the U. S. Department of Agriculture (USDA). This program provides 
humanitarian assistance and market development activities for U.S. 
agricultural products overseas.

The prices for each commodity are set through an open bid process.

Title I of PL 480 (Sales Program)is a long-term concessional loan program 
for countries where the annual per capita income is above $600. Loan 
terms are for 20-30 years. Each country looks at the commodities that 
are available and the prices which are being quoted and then decides if 
they wish to purchase the commodity. The country purchases directly from 
the seller.

Title II (Foreign Donations) provides for foreign donations through private, 
nonprofit organizations. The organizations request an available



commodity and the Department of Agriculture purchases the commodity at 
commercial prices.

Title 111 of PL 480 (Food for Developments a grant program for the 
neediest countries who cannot afford any long-term loans. The 
Department of Agriculture issues an invitation to bid on commodities 
which have been approved and USDA then pays the supplier directly. Etch 
country decides which commodities they wish to purchase and how much 
of their allocation they wish to utilize.

Now that the Department of Commerce has declared canned pink salmon a 
surplus commodity, the next "step" is for the U.S. Department of 
Agriculture to place the commodity on its docket so it is available for the 
various programs under PL 480.
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Background. Section 416 of the Agricultural Act of 1949 and PX . 480, Food for 
Paata, are the two primary U.S. foreign food aid programs. Both foreign food aid 
programs conduct humanitarian assistance and market development activities for UJ3. 
agricultural products overseas. PX. 480 is the larger, providing about 6 million metric 
tons o f fkrm commodities overseas each year for long-term concesaionrJ credit sales 
(Title I) and foreign donations (Title ID. Section 416 is a much smaller program, 
authorizing USDA to donate CCC-owned commodities, as needed and as available, to 
fill short-term food daflcits in foreign countries. In contrast to PX. 480, about 1 to 2 
million metric tons of surplus commodities are shipped annually under Section 416. 
(See CRB Issue Brief 90036 for more detail on foreign food aid programs.)

Prior to the 1990 act, both USDA and the Agency for International Development 
(AID) jointly administered all foreign food aid programs; USDA was the lead agency in 
administering PX. 480, Title I and Section 416, and AID was the lead agency in 
administering P X  480, Title IL

Both PX . 480 and Section 416 were amended by the 1985 farm act. PX . 480 was 
reauthorized through Dec. 31,1990. Congress included a number of amendments in 
1985 to move more commodities abroad; a reinstitution of the sales for local- currency 
program (long-term Title I  loans for currencies that are inconvertible to dollars), the 
Food for Progress Program (multiyear food programming using Title I  o f PX . 480 and 
Section 416), and monetization (sales of donated commodities within the country to 
help fund distribution costs) are a few examples. Section 416 was amended to include 
all CCC-held surplus commodities, not just wheat and daisy products, as was formerly 
the case.

The Food Security Wheat Reserve (FSWR), a 4 million metric ton reserve of 
Government-owned wheat, was established by Congress in 1980 at the time o f the U.S. 
grain embargo to the USSR. It was designed to remove the amount of wheat that 
would have been purchased by the USSR, to offset any negative impact the surplus 
wheat might have on the domestic market, and to be available when urgent world food 
needs cannot be met through production or normal PX. 480 commodity programming.

Funding. Funding authority for Title I  is within the CCC budget Annual 
funding authority for PX. 480 Title I I  was increased from $1 billion to $1.2 in the Food 
Security Act of 1985. The FY1990 appropriations act sets total PX. 480 programming 
levels at more than $1,522 billion. The FY1S91 appropriations law (F.L. 101-506) sets 
total PX. 480 fhnding at $1,576 billion.

1990 Changes. The 1990 Act extends the F X  480 program., Food For Progress, 
and the authority to replenish the Food Security Wheat Reserve through FY1995. It 
also directs new fUnds and commodities to "emerging democracies* such as the countries 
of Eastern Europe.

The new law makes a number of significant changes in the P.L. 480 program, with 
the intention of streamlining it and increasing its effectiveness in delivering food grants 
and developing fUture markets. One fundamental changB in PX. 480 under the Act is 
that it assigns USDA primary responsibility for the long-term concessional sales 
program in Title I, while assigning the Agency for International Development (AID)

CRS-8
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'.SS •primary responsibility for food grant activities under Titles II and HI. Prior to this act, 
on interagency committee maintained the responsibility for all foreign food aid activities 
under PX. 480; no single agency bad final authority.

Under the 1990 Act, Title I continues to provide for sale of UJS. agricultural 
commodities using long-term concessional credit. The 1990 act allows for repayment 
to be in dollars or local currencies. The Title also specifies various eligible uses for the 
acquired local currencies under this Title.

Title II continues as the primary foreign, food donation component of P.L. 480. As 
before, this Title distinguishes between emergency and nonemergency assistance, with 
minimum annual tannages specified through 1996. The act provides authority for 
maximum ftmding of $1 billion fbr Title II activities. However, the President can waive 
this limit if urgent humanitarian needs require greater ftinding. A Food Aid 
Consultative Group is established under this Title; it will meet regularly, and is to 
terminate Doc. 31, 1995. The Group will include representatives from AID, USDA, 
private voluntary organizations (PVOs), and African, Asian, and Latin American 
noDf'nveramental organizations.

A new provision in Title II requires that between $10 million and $13.5 million be 
made available to assist PVOs and cooperatives in administering the program and 
distributing the food.

Title HE, Food for Development, is a govemment-to-government bilateral grant 
program. Donated food to least developed countries may be used for direct feeding 
programs, for developing emergency food reserves, or may be sold in the recipient 
country for local currency. The local currency then is to he used for specific economic 
development activities as agreed to by the AID Administrator and the recipient country 
government.

Title IV contains administrative and technical requirements, including definitions 
and consultation requirements. It dtas ineligible commodities -  tobacco and alcoholic 
beverages (restricting tobacco only under Title ID -  and provides for multi-year 
commodity agreements under PX. 480.

Title V, the Farmer-to-Farmer program, provides a minimum of 0.2% of total PX. 
480 funds annually from FY1991-95 to assist farmers and agribusiness operations in 
developing countrios by transferring knowledge of fanning technologies and methods 
from U.S. farmer), agriculturalists, land grant universities, private agribusinesses and 
nonprofit farm organizations to farm and agribusiness operations in developing 
countries, middle income countries, and emerging democracies. (A minimum of 0.1% 
of PX. 480 ftmds is to be used for farmer-to-fannar activities in developing countries.)

Title VI authorizes certain activities for the reduction of Latin American and 
Caribbean country debts. This Title also extends Food for Progress through Dec. 31, 
1995. It provides authority for the President to use an additional $10 million of CCC 
commodities or ftmds to enhance development of private sector agriculture in countries 
participating in the Food for Progress program.

The 1990 act also amends cargo preference law with respect to PX. 480. Cargo 
preference, a law requiring a percentage of gross tonnagB of government subsidized

CES-9
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, exports be shipped onlLS. flag vessels, has been applied to PX. 480 exports since 1954. 
Many in the Great Lakes area have argued that this requirement has favored Gulf and 
Coastal ports over Great Lakes ports. The 1990 farm Act attempts to address this 

' criticism by authorizing that foreign-flag vessels can be designated (if certain.criteria 
are met) as American Great Lakes vessels and can cany certain preference cargoes 
without having to wait the requisite 3 years. The act guarantees Great Lakes operators 
access to 50% of PX. 480 cargoes on a lowest landed cost basis.

•
C urrent Issues. In the first half of 1991, PX. 480, Title H, has been strained by 

the approximately 8 million people starving in Sudan, the widespread starvation that 
is a result of civil unrest in Liberia, and the plight of Kurdish refiigees (approximately 
2 million) after the Persian Gulf War. Administration officials believed the flooding of 
the overall PX. 480 program would be adequate, if given blanket authority to transfer 
fimds from Titles I and m  into Title II in order to meet the numerous emergencies 
around the world. This authority is provided only for FY1991 in the Emergency 
Supplemental Persian Gulf Refugee Assistance Act of 1091 (PX. 102-45). In addition, 
President Bush authorized the use of up to 300,000 metric tons of wheat from the Food 
Security Wheat Reserve (FSWR), So far, an estimated 60,000 tons have been tapped 
for food needs in Ethiopia.

With respect to the Middle East refugee emergency, the Administration states that 
a total of $32 million worth of PX. 480 Title II commodities have been provided to the 
World Food Programme (WFP) for distribution In the region. In addition, the 
Administration is considering tapping wheat from the FSWR.
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THE SECRETARY OF COMMERCE
Washington; D.C. 20230

November 27, 1901

m  DEC -k  AM S5 56

Honorable Ted Stevens 
United States Senate 
Washington, D.C. 20510-6025

Dear Ted,

Thank you for your letter regarding the inclusion of 
canned pink salmon as an eligible commodity in the Public 
Law 480 (P.L. 480) Food For Peace Program.

We have concluded that a surplus of U.S. harvested and 
processed canned pink salmon exists. The necessary 
information is being sent to Secretary Madigan at the U.S. 
Department of Agriculture with our recommendation that canned 
pink salmon be placed on the P.L. 480 docket for FY 1992.

1_ icher
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News Division. Room 404-A 
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USDA REVISES P .L . 980 ALLOCATIONS FOR FISCAL 1992

WASHINGTON, Jan . 21 - -The I,'.S. Depar tmen t o f A g r i c u l t u r e  today is sued 
r e v i s e d  coun t r y - c ommod i c y a l l o c a t i o n s  f o r  the second q u a r t e r  o f f i s c a l  1992 
under the Food f o r  Peace ( T i t l e  [ o f P u b l i c  Law 980) and Food f o r  P i o g r e s s 
P rog ram s .

C h r i s t o p h e r  E. G o l d t h w a i t ,  a c t i n g  gen e ra l s a l e s manager f o r  I ’SDA’ s 
F o r e i g n A g r i c u l t u r a l  S e r v i c e ,  s a id t h a t  o f the S511 .6 m i l l i o n  a v a i l a b l e  f o r  
T i t l e  I and Food f o r  P rog re s s commod i t y pu r cha se s , S 73.1 m i l l i o n  rema ins 
u n a l l o c a t e d  as a r e s e r v e .

G o l d t h w a i t  a l s o  s a i d  t h a t  El S a l v a d o r , Guyana, Jama ica , Morocco , and 
T u n i s i a  s i g n e d P . L . 980 ag reemen ts w i t h  th e U n i t e d S t a t e s  i n  th e l a s t  q u a r t e t  
o f  1991.

3ecause s i t u a t i o n s  d e v e l o p t h a t  can cause a change in c o u n t r y  and 
commod i t y a l l o c a t i o n s  d u r i n g  a f i s c a l  y e a r ,  these a l l o c a t i o n s  do no t 
r e p r e s e n t f i n a l  U.S . commitmen ts w i ' h  p a r t i c i p a t i n g  gove rnmen ts .

T i t l e  I o f  P .L . 980 i s  a c o n c e s s i o n a l s a l e s  prog ram to promo te e x p o r t s  
o f  a g r i c u l t u r a l  c ommod i t i e s f rom th e U n i t e d  S t a t e s  and t o  f o s t e r  b road -ba sed 
s u s t a i n a b l e  deve lopmen t in r e c i p i e n t  c o u n t r i e s .  The prog ram p r o v i d e s  e x p o r t 
f i n a n c i n g  o v e r payment p e r i o d s  o f up t o  30 y e a r s , g ra ce p e r i o d s  o f up to seven 
y e a r s ,  and low i n t e r e s t  r a t e s .

C o u n t r i e s  e l i g i b l e  f o r  the T i t l e  I prog ram a re d e v e l o p i n g  c o u n t r i e s  
e x p e r i e n c i n g  a s h o r t a g e o f f o r e i g n  exchange e a r n i n g s and h a v i n g d i f f i c u l t y -  
mee t i n g a l l  o f t h e i r  food needs th r o u g h commerc ia l c h a n n e l s .

Under th e Food f o r  P ro g r e s s Prog ram , commod i t i e s a r e p r o v i d e d  to 
d e v e l o p i n g  c o u n t r i e s  and eme rg ing democ ra c ie s t h a t  have made commitmen ts 
t o  i n t r o d u c e  o r expand f r e e  e n t e r p r i s e  i n  t h e i r  econom ies . New agreemen ts 
have been s i g n e d w i t h  A l b a n i a  and Panama. Resou rces f o r  t h i s  prog ram can be 
p r o v i d e d  u s i n g t h e a u t h o r i t y  o f  P .L . 980 , S e c t i o n  916(B ) o f th e A g r i c u l t u r a l  
A c t o f 1999, and t h e Commod i ty C r e d i t  C o r p o r a t i o n  C h a r t e r  A c t .

The p r i o r i t i e s  f o r  c o u n t r y  a l l o c a t i o n s  a re based on s e v e r a l f a c t o r s  
i n c l u d i n g  need f o r  fo od , u n d e r t a k i n g  o f econom ic and a g r i c u l t u r a l  measures 
t o imp ro ve food s e c u r i t y ,  and p o t e n t i a l  f o r  becom ing a U.S . commerc ia l 
m a r k e t . The a l l o c a t i o n s  ta ke i n t o  a c co un t chang in g econom ic j n d  f o r e i g n  
p o l i c y  s i t u a t i o n s ,  marke t deve lopmen t o p p o r t u n i t i e s ,  e x i s t e n c e  o f adequa te 
s t o r a g e  f a c i l i t i e s  and p o s s i b l e  d i s i n c e n t i v e s  t o l o c a l  p r o d u c t i o n .

A d d i t i o n a l  i n f o r m a t i o n  i s  a v a i l a b l e  from Mary C h am b l i s s , U.S. 
Depa r tmen t o f A g r i c u l t u r e ,  F o r e i g n A g r i c u l t u r a l  S e r v i c e ,  a t 1202) *2 0 -3 573 .

-m e r e - u
0069 -92

Office ol 
Public Affairs

United States
Department of
Agriculture
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TAELE 1: Coun t r y and C oe a o d i t y  A l l o c a t i o n s
P u b l i c  Law '>80 

T i t l o  I 
Second Q u a r t o r ,  F i s c a l  1992

T o t a l U n d o s i g - Whoa t / Food
A l l o c a t i o n  na tod F l o u r a /  R ico G ra i n s

($ M i l ) ($ M i l ) - 1 ,0 00 M e t r i c Tons --------

Congo 5 .0 0 - 1 7 .

Cos ta R ica 10 .0 0 80 - -

Cote d ' I v o i r e 10.0 0 - 39 -

Domin ican R epu b l i c 10.0 0 37 - -

Egypt 150.0 0 9 8 6 - -

El S a l v a d o r 30.0 0 152 - 27

Guatemala 15 .0 0 120 - -

Guyana 5 .0 0 92 - -

Jamaica 30 .0 0 86 31 81

Jo rdan 20 .0 0 139 - -

Morocco 35 .0 0 98 - -

P a k i s t a n 20 .0 0 - - -

P h i l i p p i n e s 20 .0 0 - - -

Po land 10 .0 0 - - -

S i e r r a  Leone 7 .0 b / 0 6 15 -

S r i  Lanka 5 .0 0 37 - -

T u n i s i a 10 .0 0 81 - -

Yemen 10 .0 0 - - 91

T o t a l s 9 02 .0 0

-m ore-

1.811 9 7 1 9 0
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(TABLB 1, cont' d)

Congo 

Costa Rica 

Cote d ' [ v o i  re 

Dom in ican R epu b l i c 

Egyp t

El S a l v a d o r

Gua temala

Guyana

Jama ica

Jo rd an

Morocco

P a k i s t a n

P h i l i p p i n e s

Po land

S i e r r a  Leone 

S r i  Lanka 

T u n i s i a  

Yemen

T o t a l s

O i l s e o d
V e g o i l Meals T a l l o w  Co t t o n

 1,000 M e t r i c  Tons o r 1000 Ba l e s -------

7

28

60

30

87

27

97 87 28 27

- m o r e -
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TABLE 2: Coun t r y and Commod i ty A l l o c a t i o n s  
P u b l i c  Law 480 

Food f o r  P ro g r e s s Program 
Second Q u a r t e r ,  F i s c a l  1992

T o t a l  U n d e s i g - Wheat /
A l l o c a t i o n  na te d F l o u r  a / R ice

($ M i l )  ($ M i l )  - 1 , 0 0 0  M e t r i c  Tons -

A l b a n i a

Panama

N ica ra gua

T o t a l s

? . S  c /  

4 . 0  c / 

25 .0 c /

36 .5

0

0

0

40

45

85

Feed
G r a i n s V e g o i l Meal

1 ,000 M e t r i  Tons ■

T a l l o w

A l b a n i a

Panama

N ic a r a g u a

T o t a l s

7

13

20

9

9

19

19

N o te : Numbers may no t add due to r o u n d i n g .

a /  Wheat F l o u r i n c l u d e d  as g r a i n  e q u i v a l e n t .
b /  T o t a l  i n c l u d e s  $2 m i l l i o n  f o r  f i n a n c i n g  t r a n s p o r t a t i o n  c o s t s ,
c /  T o t a l  i n c l u d e s  t r a n s p o r t a t i o n  c o s t s  as f o l l o w s :  A l b a n i a , S2.3 m i l l i o n ;

Panama, $800 ,0 00 ; and N i c a r a g u a , $4 .9 m i l l i o n .
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Hnitd States Senate
COMMITTEE ON APPROPRIATIONS 

W ashington , DC 2 0 B 10 -6 025

4Xli(| R (N0U1M, tTAPf ClMCTOR
4. Kimi «XNioY. Minonrr itxk oimcto*

D e c e m b e r  12, 1991

The H o n o r a b l e  E d w a r d  R. M a d i g a n  
The S e c r e t a r y  of A g r i c u l t u r e  
14th S treet and I n d e p e n d e n c e  Avenue, S.W.
Washington, D.C. 20250

D e a r  Ed:

S e c r e t a r y  M o s b a c h e r  r e c e n t l y  i n f o r m e d  m e  that t h e  D e p a r t m e n t  
of C o m m e r c e  has d e t e r m i n e d  canned p i n k  salmon to be a surplus 
c o m m o d i t y  a n d  has r e c o m m e n d e d  to t h e  Department of A g r i c u l t u r e  
t h a t  it be p l a c e d  on the P u b l i c  L a w  480, Food for Peace, d o c k e t  
for 1992.

The s a l m o n  i n d u s t r y  i n  Alaskr is c u r r e n t l y ^ f a c i n g  a great 
hardship. A  w o r l d w i d e  g l u t  of p i n k  salmon has d e p r e s s e d  prices 
b e i n g  p a i d  to A l a s k a  f i s h e r m e n  to a t e n - y e a r  lew of t w e l v e  cents 
a pound. L a s t  y e a r ' s  p i n k  salmon r u n  increased stocks b y  27% and 
a run of t h i s  m a g n i t u d e  o r  g r e ater is expected next y e a r .

In a n  e f f o r t  to h e l p  a l l e viate the economic d i s t r e s s  that 
this has b r o u g h t  to m a n y  of A l a s k a ' s  fishing c o m munities, I u r g e  
y o u  to i m p l e m e n t  S e c r e t a r y  M o s b a c h e r ' s  r e c o m m e n d a t i o n  as soon as 
o o s s i b l e  a n d  piace c a n n e d  p i n k  salmon o n  the P.L. 480 d o c k e t  for 
1992.

T hanks for y o u r  help, 

W i t h  b e s t  wishes,
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M elan ie  A.. ̂staff Assistant
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The Food Security Act of 1985 (P.L. 99-198) and other legislation in 
the 99th and 100th Congresses significantly changed the foreign food 
aid programs of the Agricultural Trade Development Assistance Act 
of 1954 (P.L. 83-480), often referred to as P.L. 480. These changes 
provided for monetization (sale or barter) of donated commodities, 
for local currency sales, and for a new commodity donation program, 
Food for Progress, to promote agricultural policy reform and private 
sector development in receiving countries. More recently, Congress 
has authorized an expansion of monetization of donated food aid.

U.S. food aid programs serve multiple objectives: U.S. market 
development, recipient country economic development, humanitarian 
relief, and support of foreign policy goals. The programs are ad­
ministered jointly by the Agency for International Development 
(AID) and the U.S. Department of Agriculture (USDA). The Office 
of Management and Budget, the U.S. Department of the Treasury, 
and the U.S. Department of State participate in the decision-making 
process for food aid.

In addition to reporting the status of the P.L. 480 program in fiscal 
1988, this report highlights achievements in the Food for Progress Pro­
gram and in the Local Currency Loan Initiative legislated by the Food 
Security Act of 1985 and amended by the Omnibus Trade and Com­
petitiveness Act of 1988.

Under the Food for Progress Program, commodities financed under 
section 416(b) or from P.L. 480 title I resources can be programmed 
on a multiyear basis to countries that agree to promote free enterprise 
in their agricultural sector. A maximum of 500,000 tons of com­
modities were to be made available for each of the fiscal years 1986 
through 1990.

The objective of the Local Currency Loan Initiative is to promote the 
development of private enterprise by authorizing U.S. Government 
sales of agricultural commodities for local currencies rather than for 
long-term dollars. Local currency obtained from the sale of title I 
commodities is loaned by the U.S. Government to private inter­
mediate financial institutions in the recipient country. These institu­
tions then lend to the private sector within the recipient P.L. 480

INTRODUCTION
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country. Under this program, the President is directed to enter into 
section 108 sales at a level of not less than 10 percent of the aggregate 
value of all title I agreements unless the total level of agricultural ex­
ports would be adversely affected. To the maximum extent prac­
ticable, the President is to use at least 5 percent of the local currencies 
to provide agricultural technical assistance, including the funding of 
market development activities.



PROGRAM SUMMARY

, Title I and 
Title III

Title II

U.S. agricultural exports amounted to 148.4 million tons valued at 
S35.3 billion in fiscal 1988. The P.L. 480 program accounted for ap­
proximately $1.2 billion of this, or about 3 percent. Commodities 
under the program were shipped to 74 countries. The largest 
recipients of food under title I/III were Egypt and Bangladesh. They 
accounted for 37 percent of the total title VIII exports. Under title II, 
the Asia/Near East region was the largest recipient, with India the 
largest single recipient. This region accounted for 46 percent of the 
total title II exports.

The fiscal 1988 aggregate program value of title I/III agreements 
signed was $728.6 million. Title I agreements and amendments were 
signed with 26 countries. The objectives of the title III Food for 
Development Program were met through the signing of two agree­
ments with Bolivia and Bangladesh, totaling $80 million.

Commodities were shipped under the title II program to approximate­
ly 59 million needy people in 72 countries in fiscal 1988. The Com­
modity Credit Corporation (CCC) valued these commodities at $458.3 
million. Major commodities donated under title II were wheat and 
wheat products, including flour, blended foods, nonfat diy milk, and 
vegetable oil.
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TITLE I--SALEF PROGRAM

Summary During fiscal 1988,46 title I sales agreements and amendments were 
signed with an export market value of $728.6 million. The agreement 
actions were concluded with 26 countries considered to be friendly 
with the United States, in accordance with section 103(d) of P.L. 480.

In fiscal 1988, convertible local currency sales agreements (including 
title III) comprised 95 percent of the total value of agreements signed. 
The remainding 5 percent of the agreements signed were on section 
108 local currency terms.

The five countries with the largest amounts programmed were: 
Egypt--$180 million; Pakistan-$80 million; Bangladesh--$60 million; 
El Salvador--$41.5 million; and the Sudan--$40 million.

Commodities programmed included wheat, wheat flour, corn, 
sorghum, rice, vegetable oil, tallow, and cotton. Wheat and wheat 
flour (3.2 million tons) were the major commodities. Other quantities 
were 381,000 tons of vegetable oil, 286,000 tons of feed grains (corn 
and sorghum), 208,000 tons of rice, 40,000 tons of tallow and 40,000 
bales of cotton.

Allocation
Requirements

 u Terms

Title I programming during fiscal 1983 met the requirement that at 
least 75 percent of food allocations go to countries with per capita in­
comes of less than $835. This 75:25 ratio is set forth in section 111 of 
the Agricultural Trade Development and Assistance Act of 1954, as 
amended. Tables 8 and 9 provide the initial and final country and 
commodity allocations for fiscal 1988.

Title I of P.L. 480 provides for the concessional sale of agricultural 
commodities to friendly countries. Agreements under title I may be 
signed either for dollar credit with up to a 20-year repayment period 
or for convertible local currency credit with up to a 40-year repayment 
period. The grace period for dollar credit agreements may go up to 2 
years, and for convertible local currency agreements it may be as long 
as 10 years.
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Section 401

Role of the 
CCC

Accounting for 
Title I Costs

Initial payments that are not part of long-term credit may be required 
under both types of agreements. Minimum interest rates under both 
types of financing are set by law at not less than 2 percent during the 
grace period and 3 percent thereafter. Terms for agreements are 
determined on a case-by-case basis.

Section 401 of the Act requires that the Secretary of Agriculture deter­
mine the availability of commodities for inclusion in concessional 
sales agreements and donation programs. In determining this 
availability, the Secretary must consider U.S. productive capacity, 
domestic requirements, farm and consumer price levels, adequacy of 
carryover stocks, and anticipated exports for dollars.

Although the CCC finances the sale and export of commodities under 
title I, actual sales are made by private U.S. suppliers to foreign im­
porters or government agencies. The CCC finances sales by paying 
suppliers directly through the U.S. banking system for their sale 
except for any portion not covered by a required initial payment. The 
CCC then collects the amount provided in the agreement with the 
importing country. These funds are used to support current title I 
programs.

The gross cost to the CCC of financing long-term credit sales for U.S. 
agricultural commodities from July 1,1961, through September 30, 
1988, totaled $34,777 million-$31,856 million of commodity and 
other costs, $2,669 million of ocean transportation costs (including 
$1,982 million for ocean freight differential), and $251 million of 
interest costs.

Through September 30,1988, the CCC had been reimbursed for all 
costs by dollar payments under government-to-govemment and 
private trade entity agreements in the amount of $4,945 million, by 
$4,650 million in foreign currency funds used to finance long-term 
credit sales, and by appropriations of $24,934 million.
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All P.L  480 title I sales agreements since 1967 have contained self- 
help measures to which recipient countries have committed 
themselves. Examples of self-help provisions contained in agreements 
include the following:

• Devoting land resources to production of needed food;
• Developing agricultural, chemical, farm machinery and equip­

ment, transportation, and other necessary industries;
9 Training farmers in agricultural techniques, and reducing il­

literacy among the rural poor;
9 Constructing adequate storage facilities;
9 Improving marketing and distribution systems;
9 Creating a favorable environment for private enterprise and in­

vestments;
9 Adopting governmental policies that ensure adequate incentives 

for producers;
9 Expanding institutions for adaptive agricultural research;
9 Allocating sufficient national funds and foreign exchange 

resources for self-help provisions;
9 Implementing health programs for the rural poor; and
9 Carrying out voluntary programs to control population growth.



TITLE IN-FOREIGN DONATIONS

S u m m a r y

Operations

The title II food aid program is the U.S. Government’s most direct ef­
fort to combat hunger and meet food shortages abroad. Food aid is 
best known historically for meeting emergency and short-term needs 
of the hungry. However, a considerable portion of title II food com­
modities are also used to promote long-term development to address 
the underlying issues that prevent developing countries from meeting 
their own food needs.

During Fiscal 1988, about 2.3 million tons grain equivalent of title II 
commodities were shipped to approximately 58.6 million needy 
people in 72 countries. The CCC valued these commodities at $458.3 
million.

Wheat and wheat products, including flour, comprised over half the 
commodities donated through title II in fiscal 1988. Feed grains and 
their products, rice, vegetable oil, and nonfat diy milk were also 
donated.

In both value and volume, the Asia/Near East region was the largest 
recipient of title II food aid. Approximately 41 percent of the total 
title II tonnage was distributed to Asia, with another 5 percent to the 
Near East. Distributions in Africa increased from 30 percent in fiscal 
1987 to 42 percent in fiscal 1988, with Ethiopia, Mozambique and the 
Sudan receiving the largest amounts for famine relief.

One of the main objectives of the P.L. 480 title II food donation pro­
gram is to alleviate hunger and malnutrition of people in the poorest 
countries of the world. The target recipients included 15.4 million 
women, infants, preschool children in maternal child and day-care 
centers; 9.3 million older children in school feeding programs; and 
12.1 million adults and dependents through food-for-work projects.
In addition, another estimated 16.2 million people, including
7.8 million refugees, were fed through emergency, general relief, and
other self-help programs.

Administered jointly by the USDA and AID, title II activities are car­
ried out by the following groups:
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Private voluntary organizations

Adventist Development and Relief Agency (ADRA)
American Jewish Joint Distribution Committee (AJJDC)
American ORT Federation (ORT)
Catholic Relief Services (CRS)
Church World Service (CWS)
Cooperative for American Relief Everywhere (CARE)
Doulos Community 
Ethiopian Orthodox Church (EOC)
Food for the Hungry (FHI)
Jamaica Agricultural Development Foundation (JADF)
Joint Relief Program (JRP)
League of Red Cross and Red Crescent Societies (LICROSS)
Lutheran World Relief (LWR)
National Cooperative Business Association (NCBA)
Oxford Famine Relief (OFR)
Projects in Agriculture, Rural Industry, Science and 

Medicine, Incorporated (PRISM)
Save the Children Federation (SCF)
World Vision Relief Organization (WVRO)

I f
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Intergovernmental c ganizations

International Committee of the Red Cross (ICRC) 
League of International Red Cross 

and Red Crescent Societies (LICROSS)
World Food Program (WFP)
U.N. High Commissioner for Refugees (UNHCR)
U.N. International Children's Education Fund (UNICEF)

.

Recipient governments
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Distribution

Famine
Prevention

Maximizing
Development
Potential

Private, voluntary agencies and international organizations distributed 
52.7 percent of 2.0 million tons of commodities shipped (1.1 million 
tons, valued at $243.1 million); the World Food Program including 
the International Emergency Food Reserve, 24.3 percent (490,000 
tons, valued at $108.3 million); and the bilateral govemment-to- 
government programs, 23 percent (465,000 tons, valued at 
$106.9 million). Of the total, nearly $201.2 million in commodities 
were channeled to meet emergency programs around the world.

Ethiopia was an outstanding example in fiscal 1988 of title II com­
modities being used to prevent a famine of major proportions. A 
number of nongovernmental organizations distributed food to mil­
lions of Ethiopians suffering from the drought and civil war which 
ravaged the country. In order to avoid a repetition of the 1984-85 
starvation and massive shelter feeding programs, the U.S. Govern­
ment and other donors prepositioned food stocks and began early 
distribution of food while the people were still strong enough to carry 
rations and return to their farms. The United States and other donors 
responded quickly and efficiently to meet the needs. By April 1988, 
confirmed food pledges totaled 1.04 million tons, of which the United 
States supplied 268,866 tons valued at $47.4 million. Port and 
logistical capacities were greatly improved, airlift operations were 
implemented where needed, and financial support for transport and 
management was granted to the nongovernmental organizations to 
avert massive starvation. The U.S. Government also supported an 
agricultural recovery program of some $19 million in Ethiopia, 
making the total value of the P.L. 480 contributions approximately 
$100 million.

In recent years, there has been a growing recognition that food aid 
also can play a longer term development role in addressing problems 
which prevent developing countries from meeting their own food 
needs. Recurring drought in Africa highlights the need for develop­
mental efforts to overcome the underlying causes of famine. AID 
continues to help develop mutually reinforcing approaches to 
strengthen the effectiveness and development impact of food aid.

Through two title II full monetization programs in Indonesia, suffi­
cient initial capital and interest income are being provided for two 
private voluntary organizations to implement targeted development 
activities over the next 5 years. CARE’s Community Self-Financing 
and Water and Sanitation Facilities project will support technical 
assistance for communities to develop and construct their own clean



World Food 
Program

The Food Aid 
Convention

water and sanitation systems, and to provide technical training while 
developing community self-help capacity and skills for undertaking 
loans and debt servicing.

Also in Indonesia, the National Cooperative Business Association is 
establishing the Indonesian Enterprise and Trade and Development 
Foundation. This foundation will provide both long-term lending and 
equity capitalization to high-priority, labor-intensive business ventures 
and promote viable Indonesian enterprises while developing and 
testing flexible private sector investment strategies. The project is 
intended to promote U.S. and Indonesian mutual trade interests.

The World Food Program (WFP), under the auspices of the United 
Nations and the Food and Agriculture Organization, had a $1.4-billion 
pledge target for the most recent biennial (calendar years 1987 and 
1988). The United States, in turn, pledged $250 million for the s a m e  

biennial as its share. The pledge authorized $175 million through t i t l e 
II and $75 million under section 416 for commodities and transporta­
tion, of which $2.9 million is for administrative support. Section 
416(b) of the Agricultural Act of 1949 authorizes overseas donations 
from CCC surplus stocks.

The WFP also administers the International Emergency Food 
Reserve (IEFR), which has a 500,000-ton yearly target for emergency 
contributions. During fiscal 1988, the United States contributed over 
230,000 tons of food, valued at $36.7 million, through the IEFR. 
Additional funds were provided by the U.S. Government to cover 
transportation costs.

The objective of the Food Aid Convention (FAC) of 1986 was to 
improve world food security by ensuring a minimum of 10 million tons 
of cereal aid annually to developing countries, a target first estab­
lished by the World Food Conference of 1974. Signatories are 
obligated to pledge minimum annual amounts of cereal aid in wheat 
(or its equivalent) suitable for human consumption.

Ten countries and the European Community (EC) are members of 
the new FAC, with total pledges of 7.5 million tons. The United 
States is the largest donor, with a pledge of 4.47 million tons. All of 
the U.S. obligation is met by P.L. 480 shipments, including title I 
concessional sales and section 416 donations. Efforts are made to 
encourage the participation of other potential donors to reach the 
10-million-ton target.
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TITLE III - FOOD FOR DEVELOPMENT

Operations

Goals

Special
Provisions

Title III, known as Food for Development, was added to P.L. 480 in 
1977. A countiy must be eligible for a title I agreement before a title 
m  program can be approved. This allows low-income countries to 
purchase U.S. agricultural commodities on title I terms. It differs 
from title I in that as the proceeds from the sale of the commodities 
are used for developmental purposes, an equivalent dollar value of the 
title I loan is offset. When the offset occurs, the loan in effect becomes 
a grant of commodities.

Before a title III agreement may be approved and negotiated, the 
recipient country must submit a Food for Development Plan which 
describes how the commodities are to be used. TTie plan must 
describe the self-help projects to be financed by the sales proceeds. 
Projects and programs financed must increase food production, im­
prove storage, transportation, and distribution of farm products, or 
improve the quality of rural life through health and nutrition or family 
planning programs. A joint evaluation of progress in the implementa­
tion of the Food for Development program is conducted each year.

The goals of title III are: 'To increase the access of the poor in the 
recipient country to a growing and improving food supply through ac­
tivities designed to improve the production, protection, and utilization 
of food, and to increase the well-being of the poor in the rural sector 
of the recipient country."

A special provision of the Agricultural Trade Development and 
Assistance Act of 1954 provides for the negotiation of multiple- year 
commitments of up to 5 years, provided suitable commodities are 
available for programming through P.L. 480. A plan to use the 
commodities or the sales proceeds must be approved. Also, the 
recipient country must show it is making satisfactory progress in 
implementing the provisions of the agreement.

A second special provsion of the Agricultural Trade Development and 
Assistance Act of 1954 allows relatively least developed countries to 
apply the currency use offset to any P .L  480 principal or interest 
payments falling due that fiscal year. This allows recipient countries 
to more easily meet their obligations of remaining current in the 
repayment of principal and interest from previously negotiated title I 
agreements using the food or sales proceeds in accordance with an 
approved Food for Development plan. Countries not considered to
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Requirements

Bellmon
Amendment

Self-Help
Measures

Agreements

Bangladesh 
($60 million, 
Title III)

be "relatively least developed" may reduce or offset the loan under 
which the commodities were purchased by an amount equivalent to 
the dollar value of the proceeds applied.

The legislation established that, of the annual aggregate value of title 1 
agreements, not less than 10 percent is to be under title III beginning 
in fiscal 1986 and each fiscal year thereafter.

As is the case for title I, no commodity will be exported unless at the 
time of exportation adequate storage facilities are available to prevent 
spoilage and waste, and the shipped commodities will not create a sig­
nificant disincentive to domestic production in the recipient country.

Each agreement or amendment, regardless of terms, must contain self- 
help measures which improve the production, storage, and distribu­
tion of agricultural commodities. They are to be implemented in such 
a way as to enable the poor to participate actively in increasing food 
production through small farm agriculture. In addition, the recipient 
government agrees to provide adequate financial, technical, and 
managerial resources for their implementation.

Self-help measures are to be additional to those which the recipient 
country would otherwise be able to undertake in the absence of the 
loan or grant and are to be described in specific and measurable 
terms. Other provisions require that the sales proceeds be used for 
financing the self-help measures set forth in the agreement.

During fiscal 1988, title I/III agreements valued at $728.6 million were 
negotiated with 26 countries. Agreements with two of the countries- 
Bangladesh and Bolivia, totaling $80 million-contained currency use 
offset provisions as authorized under title III. This amounts to 
10.9 percent of the aggregate total value of the program. Highlights 
from these two programs follow.

Highlights: 1988 Title III Food for Development Program

In fiscal 1988, an amendment was negotiated to a title III agreement 
signed initially in 1987. Bangladesh falls into the "relatively least 
developed country" category. Self-help measures contained in the 
agreement included commitments to: (1) continue to reduce the costs 
of the Public Food Distribution System and to redirect all reduced
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A L A S K A  S T A T E  L E G I S L A T U R E  S E N A T E

SENATOR RICHARD I. ELIASON

CHAIRMAN. SPECIAL COMMITTEE ON

LABOR & COMMERCE COMMITTEE

DOMESTIC 4 INTERNATIONAL 
COMMERCIAL FISHERIES

PRESIDENT OF THE SENATE

RESOURCES COMMITTEE
RULES COMMITTEE

P 0 BOX V 
JUNEAU ALASKA 99811 

(907)465 4916

PO BOX 143 
SITKA ALASKA 99835

Feb. 7, 1992

COMMENTS OF PRIME SPONSOR, SEN. DICK ELIASON, ON SJR 46 
RELATING TO VESSEL CONSTRUCTION INCENTIVES AND THE MERCHANT 

MARINE CAPITAL CONSTRUCTION FUND PROGRAM

The Capital Construction Fund program was established under the 
Merchant Marine Act for the purpose of improving the U.S. fishing fleet by 
encouraging the construction, reconstruction, or acquisition of fishing 
vessels with before-tax rather than after-tax dollars. (Section 607, 
Merchant Marine Act).

The program was designed to offer a tax incentive, essentially a form of 
advance or accelerated depreciation, to assist in the purchase of new 
vessels, and was intended to encourage the rehabilitation of the U.S. 
fishing fleet.

The Internal Revenue Service (in its publication 595 based on a Revenue 
Ruling), and the Tax Court in Eades v. Commissioner. 79 TC 985 (Dec. 8, 
1982) have ruled that while the Merchant Marine Act provided that taxable 
income would be reduced by the amount deposited in the CCF, no provisions 
exist for earnings to be reduced in the determination of self-employment 
tax.

These rulings do not affect those who have entered into a C.CF agreement 
as a corporation or a partnership, so it discriminates against those who 
have entered into the agreement as individual proprietors (or as married 
couples), and effectively penalizes them. The majority, roughly 70%, of 
CCF agreementholders are individuals, many of them Alaskans, and they 
represent only a fraction of the fishermen eligible to use the program.
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The self-employment tax add-back provision by the IRS effectively 
withdraws the very incentive the CCF program was established to provide. 
It is very likely discouraging many fishermen from using the CCF program, 
and is thus thwarting the intent of the U. S. Congress.

Last November Senator Ted Stevens introduced legislation that would 
amend the Internal Revenue Code (sec. 1402) and the Social Security Act 
(sec. 211) to exclude deposits to a Merchant Marine Act Capital 
Construction Fund account from net earnings for the purposes of 
computing self-employment tax (social security tax on a self-employed 
individual). It is retroactive to the 1986 tax year. A similar measure, H.R. 
1363 was introduced in the House by Congressman Al Swift (WA).

Sen. Stevens has stated he believes the omission his bill seeks to correct 
was unintentional. He has pointed out that it is unfair for the Tax Code to 
permit fishermen to use their depreciation to reduce self-employment 
taxes, but to deny this deduction simply because they have utilized a 
Capital Construction Fund. This undermines the whole purpose of the fund.

There is a good chance that the changes Sen. Stevens is proposing may be 
tacked on as an amendment to a tax simplification bill this year. This 
measure demonstrates our unified support for changes in IRS rules which 
will benefit many Alaskans.
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" (d ) Certain Requirements w ith R espect 
to Long-term Care Fac il it ies .— T he Secre- 
tu ry may not make n grant under subsection 
(a) unless the applicant fo r the grant agrees 
tha t. In providing fellowships under the 
grant, the amount o f a fellowship provided 
fo r an individual attending the school w ill 
no t exceed the amount described in subsec­
tion (c)(2).
"(e ) R equirement op A pplication.— T he 

Secreta iy may not award a grant under sub­
section (a) unless—
"(1 ) an application fo r the grant is subm it­

ted to the Secretary;
"(2 ) w ith respect to carrying out the pu r­

pose fo r which the grant Is to be made, the 
application provides assurances o f compli­
ance satisfactory to the Secretary; and 
"(3 ) the application otherwise is In such 

form . Is made in such manner, and contains 
such agreements, assurances, and In forma­
tion as the Secretary determines to be nec­
essary to carry out th is section.
" ( f ) A uthorization op Appropriations.—  

For the purpose o f making grants under 
subsection (a), there are authorized to be 
appropriated $5,000,000 fo r each o f the 
fiscal years 1S92 through 1996.".
SEC . 117. P R I M A R Y  C A R E  T R A I N I N G  P R O G R A M .

Subpart I o f part B o f tit le  Vin (42 U.S.C. 
297 e t seq.) Is amended by adding a t the end 
thereof the fo llow ing new section:
“SEC. 832. P R I M A R Y  C A R E  T R A I N I N G  P R O G R A M .

" (a ) In G eneral.— T he Secretary may 
award grants to public or nonp ro iit private 
schools o f nursing fo r the establishment or 
expansion of clin ica l tra in ing sites or tra in ­
ing a ifilia tio ns th a t shall be administered 
by such schools.
" (b ) Application .— A school desiring to re­

ceive a grant under subsection (a) shall pre­
pare and subm it to the Secretary, an app li­
cation a t such time. In such form , and con­
ta in ing such in fo rm ation as the Secretary 
may require.
" (c ) Use op Grants,— Amounts received 

under grants awarded under subsection (a) 
sha ll be used to—
"(1 ) establish clinica l tra in ing sites o r new 

tra in ing a ffilia tions to be run and staffed by 
the facu lty and students of such grantee 
school, to provide nursing students w ith 
tra in ing In the delivery o f prim ary care in 
ru ra l areas o r In areas on or w ith in 50 miles 
o f Ind ian country (as defined In section 1151 
o f t it le  18, United States Code);
"(2 ) provide fo r a ll aspects of clinical 

tra in ing program development, facu lty en­
hancement and student scholarships; and 
"(3 ) carry ou t any o the r activities deter­

m ined nppropriate by the Secretary.
" (d ) D esicn.— T he tra in ing sites estab­

lished under subsection (c)(1) shall be de­
signed to provide a t least 25 percent o f the 
school's nursing students w ith a structured 
clin ica l experience In prim ary care.
" (e ) Authorization o r Appropriations__

There are authorized to be appropriated to 
carry ou t th is section, $5,000,000 lo r each of 
the fiscal years 1992 th rough 1996.".
SEC 218. TECHNICAL AMENDMENTS.
T it le  V I I I Is amended—
(1) In section 83G(b)(l) (42 U.S.C. 

297b(b)(l)) by s trik ing out the period and 
inserting In lieu thereof a semicolon;
(2) In section 851(a) (42 U.S.C. 298fa)> by 

s trik ing ou t "a Advisory" and inserting In 
lieu thereof "an Advisory"; and
(3) In section 859(a) <42 U.S.C. 298b-G(a)) 

by s trik ing out "as result o f" and inserting 
in lieu thereof "as a result o f".
TITLE I I I— MISCELLANEOUS PROVISIONS 

SEC 301, SAVINGS PROVISION WITH RESPECT TO 
CURRENT GRANTS OR COVIRUTS 

Notw ithstanding any other provision of 
law. In the case of nny au tho rity fo r the

provision o f a gran t or contract tha t Is te r­
m inated by any provision o f th is Act, the 
Secretary of Hea lth and Human Services 
shall, notw ithstand ing the term ination of 
such au tho rity , continue In effect any grant 
or contract awarded or entered Into under 
the au tho rity th a t Is In effect on the day 
before the date o f enactment o f th is Act, 
subject to the dura tion o f any such grant or 
contract no t exceeding the period deter­
m ined by the Secretary In firs t approving 
such grant or contract, or in approving the 
most recent request made (p rio r to such 
date o f enactment) fo r the continuation of 
surh grant o r contract, os the case may 
be.iv

B y  M r. STEVENS:
S. 1934- A  b ill to exclude deposits 

in to a capita l construction fund ac­
count under section 007(d) o f the Mer­
chant Marine A c t from  net earnings 
from  self-employment; to the Comm it­
tee on Finance.
exc lus ion or ce rta in funds deposited in to

04P ITAL CONSTRUCTION FUND ACCOUNTS

*  M r. STEVENS. M r. President, today 
I  am introducing a b ill to perm it par­
tic ipants in the Merchant Marine Cap­
ita l Construction Fund— or CCF— Pro­
gram to reduce the ir self-employment 
income by the amount o f contribu­
tions to tbe ir CCF account. Under cur­
ren t law, an amount equal to the 
amount deposited fo r the year Into a 
CCF account reduces taxable Income, 
bu t no t self-employment income. M y 
amendment would reverse revenue 
ru ling 79-413 and the Tax Court 
ru lin g in Eades v. Commissioner, 79 
TC 985— December 8,1982.
The purpose o f the Capital Con­

struction Fund Program, which was 
created by the Merchant Marine Act 
in 1936, is to improve the U.S.-flag 
merchant marine by provid ing fisher­
men a mechanism to fac ilita te accu­
mulation o f funds w ith which to ac­
quire, construct, o r reconstruct ves­
sels— including processing and trans­
porting vessels.-This is accomplished 
by pe rm ittin g any citizen owning or 
leasing an elig ib le vessel to enter in to 
an agreement w ith the Secretary o f 
Commerce to establish a Capital Con­
struction Fund. Taxa tion o f funds de­
posited in to a CCF fund are deferred, 
in order to fac ilita te the accumulation 
of funds required fo r the acquisition, 
construction, or reconstruction of the 
specified vessel(s).
Essentially, th is is a fo rm  o f advance 

depreciation. Earnings which are 
placed in to the CCF accounts are not 
subject to the income tax. However, 
when funds are taken from the CCF 
accounts to acquire, construct or re­
construct a vessel, the basis of the 
vessel is reduced to reflect the tax ben­
e fit received when the money was 
orig ina lly deposited.
The advance depreciation benefit 

dees not. however, apply to self-em­
ployment Income. The In te rna l Reve­
nue Service and the U.S. Tax Court 
have ruled th a t although the Mer­
chant Marine Act provided tha t ta x ­
able income should be reduced by the 
amount deposited Into a CCF. no pro­
visions exist fo r earnings to be reduced

In the determ ination of self-employ­
ment tax, Fishermen using t}ie CCF 
program are therefore, in sense, 
double-taxed w ith reference to self- 
employment income. They pay tax on 
the ir self-employment Income at the 
time o f the CCF deposit, and lose 
fu tu re depreciation deductions against 
self-employment Income due to the 
basis reductions required by the pro­
gram.
Despite th is apparent double tax­

ation, the Tax Court found it "un like ­
ly tha t Congress ever considered 
whether deposits into a capita l con­
struction fund established pursuant to 
Section 607 of the Merchant Marine 
Act should be subject to the self-em­
ployment tax .” Certainly, the court Ls 
correct as to the law setting up the 
CCF progTam because when Congress 
enacted the Merchant Marine Act in 
1936, the self-employment tax did not 
exist. The court, however, went on to 
find th a t subsequent Merchant 
Marine Act amendments fa il to Indi­
cate any congressional In ten t to apply 
the CCF deferrals tc self-employment 
income.
M r. President, there continue to be 

disputes and court actions regarding 
congressional In ten t on th is matter. I 
believe the Congress should squarely 
address th is issue and make clear tha t 
deposits In to CCF accounts w ill reduce 
self-employment income. The current 
situation where individuals must lose 
fu tu re depreciation against th e ir self- 
employment income in order to utilize 
the CCF program is inconsistent w ith 
th a t program ’s purpose. I t  simply 
doesn't make sense to provide reduc­
tion o f taxable Income as an incentive 
to use the CCF program, and at the 
same time have a disincentive on the 
self-employment income side. Th is re­
duces the benefits CCF can provide to 
fishermen, which undermines the pu r­
poses of the program. I have, in fact, 
been to ld by adm inistrators a t the 
Fisheries Service tha t some fishermen 
are not using CCF because of the 
double taxation disincentive.
The b ill I am introducing today 

makes clear th a t deposits in to CCF ac­
counts w ill reduce— In addition to tax­
able income— "ne t earnings from  self 
employment." In addition, the b ill pro­
vides fo r recapturing self-employment 
taxes fo r funds which are w ithdrawn 
from CCF accounts fo r nonqualified 
purposes, th a t is, purposes other than 
acquisition, construction, or recon­
struction of qualified vessels. Fina lly , 
the b ill would apply the self-employ­
ment tax deferral to a ll tax cases be­
ginning w ith tax year 1986, and would 
provide 1 year from the date o f enact­
ment during which time tax refunds 
pursuant to th is legislation could be 
claimed.
I thank my colleagues fo r th e ir a t­

tention and urge the Finance Commit­
tee to act on th is legislation.*

B y M r. SIMPSON (fo r himself. 
M r. W a llo p , Mr. B u rn s . M r.
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S T E V E N S  B I L L  W O U L D  B R I N G  T A X  R E L I E F  F O R  F I S H E R M E N

F i s h e r m e n  w h o  m a k e  d e p o s i t s  i n t o  C a p i t a l  C o n s t r u c t i o n  T u n d s  
( C C F )  w o u l d  n o  l o n g e r  f a c e  a f o r m  o f  d o u b l e  t a x a t i o n  u n d e r  a b i l l  
i n t r o d u c e d  b y  S e n a t o r  T e d  S t e v e n s .

U n d e r  c u r r e n t  l a w ,  t a x a t i o n ,  o f  f u n d s  d e p o s i t e d ^ i n t o  a  C C F  
a r e  d e f e r r e d ,  s o  t h a t  f u n d s  c a n  a c c u m u l a t e  m o r e  q u i c k l y  i n  o r d e r  
t o  b u y ,  c o n s t r u c t  o r  r e c o n s t r u c t  a v e s s e l .

T a x a t i o n  o f  t h e  d e p o s i t e d  f u n d s  d o e s  n o t  o c c u r  u n t i l  t h e  
v e s s e l  is a c t u a l l y  b u i l t  o r  r e f u r b i s h e d ,  a t  w h i c h  t i m e  t h e  
p e r m i t t e d  d e p r e c i a t i o n  d e d u c t i o n s  a r e  r e d u c e d  i n  t h e  a m o u n t  o f  
t h e  C C F  t a x  d e f e r r a l .

T h i s  a d v a n c e  d e p r e c i a t i o n  b e n e f i t  d o e s  n o t ,  h o w e v e r ,  a p p l y  
t o  s e l f - e m p l o y m e n t  i n c o m e ,  a c c o r d i n g  t o  S t e v e n s .  T h i s  

d i s t i n c t i o n  i s  i m p o r t a n t  b e c a u s e  m o s t  A l a s k a  f i s h e r m a n  a r e  s e l f -  
e m p l o y e d  .

T h e  I n t e r n a l  R e v e n u e  S e r v i c e  a n d  t h e  U . S .  T a x  C o u r t  h a v e  
r u l e d  t h a t  a l t h o u g h  t h e  M e r c h a n t  M a r i n e  A c t  p r o v i d e d  t h a t  t a x a b l e  
i n c o m e  s h o u l d  b e  r e d u c e d  b y  t h e  a m o u n t  d e p o s i t e d  i n  a C C F ,  n o  

p r o v i s i o n  e x i s t s  f o r  e a r n i n g s  t o  b e  r e d u c e d  i n  t h e  d e t e r m i n a t i o n  
o f  s e l f - e m p l o y m e n t  t a x .

S t e v e n s '  l e g i s l a t i o n  w o u l d  a m e n d  t h e  M e r c h a n t  M a r i n e  A c t  t o  
m a k e  c l e a r  t h a t  d e p o s i t s  i n  a  C C F  c o u l d  a l s o  b e  a p p l i e d  t o  r e d u c e  
s e l f - e m p l o y m e n t  i n c o m e ,  t h e r e b y  r e d u c i n g  t h e  s e l f - e m p l o y m e n t  t a x .

"If w e  a r e  g o i n g  t o  d e f e r  i n c o m e  t a x  w i t h  d e p o s i t s  t o  C C F s ,  
w e  s h o u l d  d e f e r  s e l f - e m p l o y m e n t  t a x  a s  w e l l .  O t h e r w i s e ,  w e  a r e  

d e f e a t i n g  t h e  p u r p o s e  o f  t h e  p r o g r a m , "  s a i d  S t e v e n s .

S t e v e n s ' b i l l  w o u l d  a p p l y  t h e  s e l f - e m p l o y m e n t  t a x  d e f e r r a l  
t o  a l l  t a x  c a s e s  b e g i n n i n g  w i t h  t a x  y e a r  1 9 8 6 ,  a n d  w o u l d  p r o v i d e  

o n e  y e a r  f r o m  e n a c t m e n t  o f  t h e  b i l l  f o r  f i s h e r m e n  t o  a p p l y  f o r  
r e f u n d s .

S i m i l a r  l e g i s l a t i o n  h a s  b e e n  c o - s p o n s o r e d  i n  t h e  H o u s e  of 

R e p r e s e n t a t i v e s  b y  C o n g r e s s m a n  D o n  Y o u n g .

il

A la s k a  O ff ic e s : A n c h o ra g e :  271-5915 Fa irbank s : 456-0261 J u n e a u : 586-7400 
K o na i: 283-58G8 K e tc h ik a n : 225-6880
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D r .  W i l l i a m  W. F o x ,  Jr.
A s s t  A d m i n i s t r a t o r  f o r  F i s h e r i e s
N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  A d m i n i s t r a t i o n
M e t r o  O n e  B u i l d i n g ,  R o o m  9 3 3 4
1 3 3 5  E a s t - W e s t  H i g h w a y
S i l v e r  S p r i n g ,  M D  2 0 9 1 0

D e a r  B i l l :

Tills s p r i n g  I w i l l  i n t r o d u c e  a  b i l l  i n  t h e  S e n a t e  t o  p e r m i t  
p a r t i c i p a n t s  i n  M e r c h a n t  M a r i n e  A c t  C a p i t a l  C o n s t r u c t i o n  F u n d s  
( C C F )  t o  r e d u c e  t h e i r  s e l f - e m p l o y m e n t  i n c o m e  b y  t h e  a m o u n t  o f  
c o n t r i b u t i o n s  t o  t h e i r  C C F .  A s  y o u  k n o w ,  u n d e r  c u r r e n t  l a w ,  a n  
a m o u n t  e q u a l  t o  t h e  a m o u n t  d e p o s i t e d  f o r  t h e  t a x a b l e  y e a r  i n t o  a  

C C F  a c c o u n t  r e d u c e s  t a x a b l e  i n c o m e ,  b u t  n o t  s e l f - e m p l o y m e n t  i n c o m e .  

M y  a m e n d m e n t  w o u l d  r e v e r s e  R e v e n u e  R u l i n g  7 9 - 4 1 3  a n d  t h e  T a x  C o u r t  

r u l i n g  i n  E a d e s  v. C o m m i s s i o n e r . 79 T C  9 8 5  (De c .  8 , 1 9 8 2 ) .

I n  m y  v i e w ,  t h e  p u r p o s e  o f  t h e  C C F  p r o g r a m  i s  t o  i m p r o v e  t h e  
U S  f i s h i n g  f l e e t  b y  a l l o w i n g  f i s h e r m e n  r a p i d  a c c u m u l a t i o n  o f  f u n d s  

w i t h  w h i c h  t o  r e p l a c e  o r  i m p r o v e  t h e i r  v e s s e l s .  U n d e r  S e c t i o n  6 0 7  
o f  t h e  M e r c h a n t  M a r i n e  A c t ,  e a r n i n g s  d e p o s i t e d  i n t o  a  C C F  a r e  n o t  
t a x e d — t h i s  e n a b l e s  f i s h e r m e n  t o  m a k e  l a r g e  d o w n p a y m e n t s  o r  
p e r i o d i c  p a y m e n t s  o n  a n e w  f i s h i n g  v e s s e l .  E s s e n t i a l l y ,  t h i s  is 
a  f o r m  o f  a d v a n c e  o r  a c c e l e r a t e d  d e p r e c i a t i o n  t o  a s s i s t  i n  t h e  
p u r c h a s e  o f  n e w  v e s s e l s .

D e p r e c i a t i o n  o n  a  c o m m e r c i a l  f i s h i n g  v e s s e l  c a n  n o r m a l l y  b e  
u s e d  t o  r e d u c e  b o t h  i n c o m e  t a x  a n d  s e l f - e m p l o y m e n t  t a x  l i a b i l i t y .  
H o w e v e r ,  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  a n d  t h e  T a x  C o u r t  h a v e  r u l e d  
t h a t  a l t h o u g h  t h e  M e r c h a n t  M a r i n e  A c t  p r o v i d e d  t h a t  taxable income 
s h o u l d  b e  r e d u c e d  b y  t h e  a m o u n t  d e p o s i t e d  i n  a  C C F ,  n o  p r o v i s i o n s  

e x i s t  f o r  e a r n i n g s  to. b e  r e d u c e d  i n  t h e  d e t e r m i n a t i o n  o f  self- 
employment tax.

I b e l i e v e  t h i s  o m i s s i o n  w a s  u n i n t e n t i o n a l .  I t  i s  u n f a i r  f o r  
t h e  T a x  C o d e  t o  p e r m i t  f i s h e r m e n  t o  u s e  t h e i r  d e p r e c i a t i o n  t o  

r e d u c e  s e l f - e m p l o y m e n t  t a x e s ,  b u t  t o  d e n y  t h i s  d e d u c t i o n  s i m p l y  
b e c a u s e  t h e y  h a v e  u t i l i z e d  t h e  C C F  p r o g r a m .  T h i s  r e d u c e s  t h e  
b e n e f i t s  C C F  c a n  p r o v i d e  t o  f i s h e r m e n ,  w h i c h  u n d e r m i n e s  t h e  
p u r p o s e s  o f  t h e  p r o g r a m .

In t h e  p r e p a r a t i o n  o f  ray l e g i s l a t i o n ,  i t  w o u l d  b e  m o s t  h e l p f u l  
t o  k n o w  t h e  p o s i t i o n  o f  t h e  F i s h e r y  S e r v i c e .  I n  p a r t i c u l a r ,  I 

w o u l d  a p p r e c i a t e  a n y  p u b l i s h e d  o p i n i o n s  o r  p o s i t i o n s  t h e  F i s h e r y  

S e r v i c e  h a s  t a k e n  o n  t h i s  s e l f - e m p l o y m e n t  t a x  i s s u e  d u r i n g  t h e  
e x i s t e n c e  o f  t h e  C C F  p r o g r a m .  Y o u  s h o u l d  b e  a w a r e  t h a t  I m a y

m a k e  t h i s  i n f o r m a t i o n  a v a i l a b l e  to c o n s t i t u e n t s  w h o  a r e  s e e k i n g  t o  

r e s o l v e  t h e s e  q u e s t i o n s  t h r o u g h  l i t i g a t i o n .



B i l l  F o x  / C C F  

3 / 2 2 / 9 1  p g  2

M y  s t a f f  t e l l s  m e  t h a t  D o r o t h y  B o s t i c ,  i n  y o u r  C a p i t a l  
C o n s t r u c t i o n  F u n d  O f f i c e ,  m a y  a l s o  h a v e  b a c k g r o u n d  i n f o r m a t i o n  
w h i c h  c o u l d  a s s i s t  m e  i n  r e s o l v i n g  t h i s  p r o b l e m .  I w o u l d
a p p r e c i a t e  a n y  i n f o r m a t i o n  s h e  m a y  h a v e ,  a s  w e l l ,  i n c l u d i n g  

s t a t i s t i c a l  d a t a  w h i c h  w o u l d  a s s i s t  u s  i n  d e t e r m i n i n g  t h e  r e v e n u e  
i m p a c t  o f  c h a n g i n g  t h e  law.

If y o u  h a v e  a n y  q u e s t i o n s  a b o u t  t h i s  i n q u i r y ,  p l e a s e  c o n t a c t  
C h u c k  K o n i g s b e r g  a t  2 0 2 - 2 2 4 - 3 6 9 9 .  T h a n k  y o u  f o r  y o u r  a s s i s t a n c e .

i

W i t h  b e s t  w i s h e s ,

C o r d i a l L y ,

TED STEVENS

c c :  M 3 . D o r o t h y  B o s t i c
N O A A / N M F S

F i n a n c i a l  S e r v i c e  D i v i s i o n  
C a p i t a l  C o n s t r u c t i o n  F u n d  P r o g r a m  
1 3 3 5  E a s t - W e s t  H i g h w a y ,  5 t h  F l o o r



1. What is the Capital Construction Fund fCCFI 
prgsraroZ

The CCF program enables fishermen to 
construct, reconstruct, or acquire fishing vessels 
with before*tax, rather than after-tax dollars.

It allows fishermen to defer taxable income 
from their fishing vessels. This tax-deferred fish­
ing income under the CCF program when used to 
help pay for a vessel project is, in effect, an 
interest-free loan from the Government.

The purpose of the CCF program is to im­
prove the U.S. fishing fleet by allowing fishermen 
rapid accumulation of funds with which to replace 
or improve their vessels.

2. Who is eligible?

Eligibility is limited to U.S. citizens. Appli­
cants must own or lease a U.S.-built fishing vessel 
of at least 2 net tons and have an acceptable 
program for constructing, reconstructing, or ac­
quiring a fishing vessel of at least 2 net tons. Any 
vessel not U.S. constructed, but documented by 
Coast Guard or State registered on or before April 
15, 1970, also qualify. The term fishing vessel 
includes vessels used commercially for catching, 
transporting, and processing fish. Also included 
are commercial passenger-carrying vessels used 
for fishing parties.

3. How do \ou tc i :.~ to the CCF' program?.

You must enter into a CCF Agreement with 
the Secretary of Commerce through the National 
Marine Fisheries Service (NMFS). An application 
kit can be obtained from NMFS. If you need any 
assistance or advice, please contact our Headquar­
ters Office at the following location:

NOAA/NMFS Financial Services Division 
Capital Construction Fund Program 

1335 East-West Hwy., 5th Floor 
Silver Spring, MD 20910 

Telephone No.: (301)427-2393.

You may apply at any time. But to be 
applicable in a given tax year, you must enter into 
a CCF Agreement on or before the due date (with 
extensions) for filing your Federal tax return.

If you decide to enter the CCF program, we 
urge you to submit your CCF application as soon 
as possible, or at least 45 days in advance of the tax 
due date, to ensure timely execution by NMFS.

4. How docs the CCFjprogram work after vou get 
imo.itZ

Your CCF Agreement will establish:

(a) Which of your fishing vessels will be



eligible for deferral of taxable income. These 
are called “Schedule A" vessels.

(b) What kind of vessels you will con­
struct, reconstruct, or acquire with your CCF 
account These are called “Schedule B" ves­
sels or objectives.

(c) Where you will keep the tax-deferred 
income you will use to pay for your objectives 
. The place where you keep this money is called 
thc“CCF depository,” and the accountin which 
you keep it is called the “CCF account”

You then decide what portion of your Sched­
ule A vessels’ taxable income you want to deposit 
into your CCF account for the tax year. (The CCF 
deferral cannot create a loss in your fishing in­
come, but can reduce it to zero.)

You then deposit that income, on or before 
your tax due date, with extensions, into your CCF 
account Thus, you have put it into your own 
account in your own depository and will have it 
available to help you pay for your Schedule B 
vessels.

‘5. How does the CCF pi -^am save, me 
Show me an example for an individual fisherman.

Assume you want to build a new fishing 
vessel in 5 years and want to start saving for it now.

Assume that in each of the next 5 years your 
taxable income from your present Fishing operation 
is $100,000. Assume that you are married and 
need $40,000 a year for living expenses and taxes.

Without the CCF program, 5-years savings would 
accumulate as shown in Figure 1

With the CCF program, 5-years savings 
would accumulate as shown in Figure 2. As you 
can see, use of the CCF program during those 5 
years will give you an additional $119,772 to pay 
for your new vessel. This means that the amount 
you will need to borrow will be $119,772 less than 
it would be if you had not used the CCF program. 
You also save the interest which you would other­
wise have had to pay to borrow this amount This 
sum may well represent the required downpay­
ment on your new vessel.

6. ShQy_mg-am?thgr.g?tamp)s,.ibis.dims.»siD&-a 
ggrpQratgj?.wngji

Assume your corporation wants to build a 
new Fishing vessel in 5 years and decides to set 
aside $30,000 a year for the downpayment Your 
yearly taxable Fishing income must be $35,300 in 
order to save the $30,000 per year. Without the 
CCF program, 5-years savings would accumulate 
as shown in Filgue 3:

With the CCF program, thecorporationcould 
deposit the full $35,300 and funds wou’d be accu­
mulated as shown in Firgure 4:

7. How do vou notify the Internal Revenue Serv­
ice?

When you prepare 
your Federal tax return, 
simply deduct from 
your taxable fishing 
income the eligible 
amounts you deposited 
to your CCF account 
during the tax year Gist 
on Other Expenses/ 
Deductions line).

8. Do depositsin a CCF 
account alsodeferState 
income taxes?

This depends on the 
State in which you re­
port your income. You 
should check with your 

State income tax office. If your State has adopted 
the CCF provisions of Federal law (or uses Federal 
tax statutes), then your State income tax will like­
wise be deferred.

Figure 1: Five-Year Savings vithont CCF

Annual taxable income 
Living expenses 
Federal taxes on $ 100,000

$(40,000)
$(28,440).

$100,000

(68,440)

Annual savings $ 31.560

5 years' savings (5x$31,560) 
5 years' interest earned 
5 years’ Federal taxes on 
interest earned

$34,473

5.(12,914)

$157,800

Net interest saved $21,559

_



Figure 2: Accumulation vrith CCF
Annual taxable income 
Living expenses 
Federal taxes on $50,900

$(40,000)
$(10,900)

$100,000

(50,900)

Annual CCF savings $49,100

5 years’ savings (5x349,100) $245,500

5 years' interest earned and 
deposited into CCF $53.631

TOTAL ACCUMULATIONS WITH CCF $299,131

9 . How do vou establish the CCF account?

Your CCF account can be a regular checking 
or savings account established at your local bank, 
savings and loan, or other Federally insured insti­
tution. Your CCF account is in your own name. It 
must be separate from your general operating 
account or personal savings or checking account. 
It must not be used for any purpose other than CCF 
deposits and withdrawals.

You may use more than one depository if all 
are designated in the CCF Agreement. After 
entering a CCF, additional depositories may be 
added by submitting to NMFS the name, address, 
and date the account was opened.

10. How do vou withdraw CCF deposits?

Before making any 
CCF withdrawal you 
must obtain NMFS 
consent. Once consent 
is granted, you simply 
withdraw the money as 
you would from any 
other account If you 
need to make a quick 
CCF withdrawal for a 
qualified purpose, a 
phone call will gener­
ally result in verbal 
consent. The necessary 
paper work can be 
completed later.

BEFORE MAK­
ING A WITH­
DRAWAL, YOU 

MUST OBTAIN NMFS APPROVAL. Without 
NMFS approval, you may jeopardize the tax-de- 
ferral associated with any such withdrawal.

11. Can CCF program funds be used to pav off a 
rnongagg?

Yes Where you ice with a mortgage the
cost of constructing, reconstructing, or acquiring a 
Schedule B vessel, you may use your CCF account 
to pay the principal of that mortgage.

NMFS consents to CCF withdrawals of an 
amount equal to the total cost of the completed 
Schedule B project (even though payment is to be 
made by a series of withdrawals over an extended 
period of time to meet installment payments as 
they come due). Thus, vou will not have to request 
NMFS consent to each and every separate install-

Figure 3: Corporate Savings vithout CCF

Annual taxable income $35,300
Federal taxes j & s j m

Annual Savings $30.000

5 years' savings (5x$30,000) $150,000
5 years' interest earned $32,770
5 years' Federal taxes on
interest earned (10,188)

Net interest saved $22,582

TOTAL SAVINGS WITHOUT CCF $172,582

12. How much can be 
deposited into a CCF 
account «tch year?

The total amount 
you can deposit during 
any one tax year is equal 
to the total of the follow­
ing for each Schedule A 
vessel you designate in 
your CCF Agreement:

(a) ICO percent of 
taxable income from 
vessel operation;

(b) 100 percent of 
vessel depreciation;



(c) 100 percent of the net proceeds from the 
sale or other disposition of vessels; and/or

(d) 100 percent of the earnings from invest­
ment or reinvestment of amounts deposited. 
(When you deposit into your CCF account the 
earnings of that CCF account, you may also 
defer the Federal tax which you would other­
wise have paid on those earnings.)

Although you can deposit up to 100 percent 
of die amounts listed in (a) through (d) above, it is 
up to you to decide how much you actually can or

want to deposit
Whatever yoti decide to deposit cannot, of 

course, be more than the total amount needed to 
pay for the cost of all Schedule B projects.

13. How much must be deposited into a CCF 
account each year?

The minimum annual deposit is 2 percent of 
the estimated cost of all Schedule B projects; or, if 
that 2 percent is more than half of your taxable 
income in any year, then half of your taxable 
income. Any camings of the CCF account which 
arc redepositcd may be used to meet the mini num 
annual deposit

If you plan to complete a Schedule B pi iject 
more than 3 years in the futrne, you may meet the 
annual 2 percent test on a 3-year basis. In other 
words, you must deposit 6 percent every 3 years. 
You may make deposits in any amount, and in any 
year, provided that you deposit a total of 6 percent 
of the estimated cost of all Schedule B projects for 
each 3-ycar period. You may carry forward excess 
deposits (over the 2 percent in any one year) to

meet the minimum deposit requirement for future 
years.

14. May you keep the investment income (earn­
ings) of thg-CCFratherthan redeoositing it into the 
CCF account?

Yes, if you withdraw it within your taxable 
year. IF NOT, THESE EARNINGS BECOME 
AN ASSET OF YOUR CCF ACCOUNT. If 
withdrawn, however, the earnings will be taxable 
income to you. If the earnings are redeposited or 
left in your CCF account, taxation on those earn­
ings is deferred and is available for payment of the

cost of your Schedule B 
projects.

15. If vou have already 
dsBasiied.iir peroem.of 
yourtaxableincomeinto 
a CCF account, whv 
would vou want to de­
posit any depreciation?

Although you do 
not get an addirinna’ 
deduction ^  .
of depreciation, you may 
redeposit CCF account 
earnings from your de­
posit of depreciation and 
defer taxation on those 
earnings. When you are 

saving money for the construction of a new vessel, 
this can considerably accelerate your ability to 
accumulate funds.

16. What benefit is derived from a CCFdeposit of 
full net proceeds from the sale of a vessel?

If you sell a Schedule A vessel, rax on any 
gain may be deferred by depositing the full net 
proceeds in your CCF account This applies to 
installmentsalcsalso.cxceptthatvou must deposit 
the total gain in the year of sale. No deferment, not 
even a partial deferment, is allowed except with a 
deposit of full net proceeds. It’s either all or 
nothing.

17. Whv should vou enter a CCF Agreement aftei 
the end of a tax year instead of doing so for the 
following tax year?

There are two advantages.
First, deposits into your CCF account made 

after the tax year’s end, but before the due date of 
your Federal tax return, may be applied to the

Figure A: Total Accumulation v ith  CCF
Annual taxable income $ 35,300
Federal taxes -0-

Annual CCF savings $ 35,300

5 years' savings (5x$35,300) $176,500
5 years' interest earned and
deposited into CCF $ 38.558

TOTAL ACCUMULATIONS WITH CCF $215.058



previous tax year.
Second, if in the year before entering into a 

CCF Agreement, you make a downpayment on a 
vessel which would have qualified under the Agree­
ment, NMFS will approve it as eligible. Any 
transaction (downpayment, mortgage payment, 
payment on reconstruction, etc.) must have been 
such that it would have qualified if the CCF Agree­
ment existed.

For example, assume you built a vessel in 
1987 and did not know of the CCF program until 
early 1988. You could enter the CCF program 
before yourFedcral tax due date, and NMFS would 
approve any amounts you paid on the vessel in 
1987 as if they had been deposited to or withdrawn 
from your CCF account These deposits and 
withdrawals are called “construc­
tive.” This would give you a 1987 
income tax deduction of a like 
amount

18. .When incomdsj3gfe?ied-undgr 
ihg.CCF. and vou use it to pav for 
Schedule B protects, do vou ever have 
to pav taxes somehow?

Yes, income de­
ferred under the CCF 
program and used to pay 
for Schedule B projects 
is subject to future “re­
capture” by the IRS.

This “recapture” is acromplished by a re­
duction in the basis for depreciation of Schedule B 
vessels. In other words, future depreciation allow­
ance for these vessels will be reduced to compen­
sate for the income you deferred under your CCF 
Agreement

“Recapture” of the deferred income occurs 
over die depreciable life of your Schedule B vcsseL 
So the interest-firee-Ioan aspect continues for as 
long as you have depreciation to claim on the 
vessel.

19. If you lose future vessel.dSBrpciatipn»j«hy 
thauldj.gu.cnicr.thc CCF?

Although the future basis for depreciation of 
your Schedule B vessels is reduced, remember that 
you did receive a deduction of a like amount in the 
years in which you made your CCF deposits. 
Therefore, you really have not lost anything as a 
result of this future reduction. You have gained. 
You have gained a relatively quick accumulation 
ofcapital for vessel construction. You have gained 
by not having to borrow as much to pay construc­
tion cost, thus reducing your interest payments on

borrowed funds. You have gained by having CCF 
funds available to you interest free.

20. Itd ep.Qiits..and_withdrawals associated with 
these differenisources receive differen t treatment. 
how_dQ_vou Jcecp track of all of this?

Although you have only one CCF Agree­
ment, it has three separate “bookkeeping accounts" 
as follows: (a) Capital account; (b) Capital Gain 
account; and (c) Ordinary Income account These 
bookkeeping accounts must be maintained be­
cause the Tax Reform Actof 1986 requires taxpay­
ers to distinguish between ordinary and capital 
gains.

21. What is the effect of deposits into the 
various accounts?

(a) The Capital Account. 
Deposits into the capital account 

do NOT generate a CCF tax 
deduction. These arcprin- 

cipally deposits of ves­
sel depreciation and 
proceeds from the sale 
of CCF Agreement ves­
sels. Since you receive 
an income tax deduction 
fordepreciation whether 
or not you have a CCF 
Agreement, you natu­

rally do not receive another deduction when 
you make a deposit to your CCF account which 
is attributable to this depreciation. If, however, 
you have cash in excess of that which you want 
to, or may, deposit to the ordinary income 
account, you can deposit it to the capital ac­
count under the depreciation ceiling. Any 
interest earned by this deposit can be redepos­
ited and the taxes thereon deferred.

(b) TheCapital Gain Account. Depositsinto 
the capital gain account are mainly from the 
sale of Agreement vessels. Insurance proceeds 
may also be deposited if your vessel sinks. 
Taxes on these deposits arc deferred.

(c) Ifrg.QiriinaryJngamc Account. Depos­
its into the ordinary income account create an 
immediate income tax deduction. You deposit 
to this account your current year’s earnings on 
which you wish to defer taxation. You also 
deposit to this account the ordinary income 
portion (depreciation recapture) from the sale 
or other disposition of Agreement vessels and 
the interest income of the CCF account itself.


