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All vessels (except public & enrolled) are required

to take a State pilot.

State pilots may not refuse a vessel requesting a pilot

entering the state waters.

- A pilot mustbe available, 24 hours a day, 365 days

of the year.

State pilots must be experienced mariners, trained

and licensed in accoidance with the states”
regulations.

The public service function of piloting is recognized

in State regulations.

Regulations to free pilots from financial pressures

from agents and shipping companies 1in order that

they

may exercise independent judgements and safe practices.

- A pilot board or commissionto regulate pilotage and

pilots.

- Tariff review provision to ensure pilots fair compensation

for their services.

Regulations for disciplining pilots.

ALASKA®S PILOTAGE STATUTE

Alaska®s current Piloting Act was effective as of 1 July

There are major deviations and differences in the Alaska
Statute from those of other states. These differences
consistent with the 1intent of regulated pilotage.
problems with the Alaska Pilot Act are as follows:

- No requirement to ensure 24 hour, 365 day a year
service for a region.

- No requirement that all requests for pilots must
serviced.

1991.

Pilotage
are not
Specific

pilotage

be

Protected competition which forces pilot associations to

solicit business and obtain customer commitments.

The regulated competition in the Piloting Act raises

serious questions concerning the

constitutionality of portions of the Statute. The Act

promotes competition and provides for protection

against



anti-competitive activities. At the same time, the

Statute directs restrictions that are in conflict or
in direct interference with the competitive process.
Examples are:

Requiring that the association bylaws be reviewed
and approved by a Board.

The Board which has the power to regulate the
organization for anti-competitive practices also
has tariff setting and pilot disciplinary authority.

Pilot organizations are required to take in any
licensed pilot. This takes away an associations”
(business) authority to regulate its work force.

- Pilot associations (although supposingly competitive)
are regulated by a maximum tariff.

Rather than direct or promote public service in piloting,
the Alaska Act advocates free enterprise, competition.
Adverse 1impacts of this on the State Pilotage concept

are as follows:

A pilot association cannot project its pilot
requirements for the future.

Trainees cannot be programmed in an association
because of business unknowns.

Pilots are dependent on “deals® made with agents
and ship operators for their livelihood.

Forces pilots and association to consider business
implications in piloting decisions.

- Allows ship operators and agents to select pilots
based on industries®” criteria.

- Allows an agent or operator who has a business
monopoly in a region to control the pilots
in that region.

Free competition in piloting 1is anti-public interest.



PILOT ACT CONCEPTS

There are basically two general concepts in State Pilotage for
recognizing and protecting the role of Pilots. State Pilotage Acts
that employ these concepts (or derivatives of) have proven to
provide safe, reliable and efficient piloting services that best
serve the public®"s interest. These concepts are:

Public Utility - is a monopolistic status for a particular area in
order to provide services considered to be essential to the economy
and public welfare. Public utility status 1is afforded electrical
companies, sewer systems, air controllers to name a few. This
concept contends that regulation, vrather than competition, will
better serve to protect the public health and welfare. In return
for this protection from competition, control is relinquished over
rates and profits. Compensation is limited to a reasonable return.
A Board/Commission serves to protect the public from the advantage
due to the monopolistic status.

Natural Monopoly - 1is more Ilike a regulated industry than a
standard profession. Natural monopolies are like hospitals and
ambulance services. They may be in competition but the competition
may not interfere with the publics welfare. As an example, a city
regulates the location and number of hospitals and emergency
services 1in order to best serve the public. In return, a natural

monopoly must service all who require services and keep costs down
to avoid uneconomical duplication of services.

These concepts entail recognizing that the State®s 1interest in
assuring the availability of the service is so great that the State
sanctions anti-competitive and monopolistic provisions in order to
maintain reliable, non-discriminatory service.

Legislative intent sanctioning the unusual nature of piloting must
be placed in state statute in a form of a Natural Monopoly/Public
Utility concept.
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Mr. Thomas Dundas
Alaska Marine Pilots

P. 0. Box 730

Dutch Harbor, AK 99692

Re:  Maxii .um Tariff for Marine Pilots
Our File No. 7936.002

Dear Tom:

| am writing this letter as a follow-up to my earlier letter of March 2, 1994
pertaining to the maximum tariff set by the Board of Marine Pilots pursuant to AS
08.62.045(a). You have asked that | comment particularly on the recent memorandum
authored by George Utermohle which addresses my March 2 letter.

In my March 2 letter (a copy of which is attached hereto), | conclude chat
the repeal of AS 08.62.045 would not be particularly meaningful in its impact on the
potential antitrust liability of a marine pilot organization like the Alaska Marine Pilots. My
conclusion on this matter has not changed.

First, as | stated in my March 2 letter, a compelling argument can be made
that a pilot organization, like the Alaska Marine Pilots, is a business entity that competes
on the basis of price and service with rival entities, or potential rival entities, in its region.
If in fact a pilot group is a business entity, then no viable claim catlbe made that the
setting of prices by such a group is price-fixing. It is a basic tenet of antitrust law that
aviolation of Section 1 ofthe Sherman Act requires "concc.ted action” by multiple actors
not the unilateral behavior of a single actor.

Mr. Utermohle opines in his memorandum that "a group of individuals such
as marine pilots cannot agree among themselves to set the tariff? that they may charge
for their services." Such an agreement, states Mr. Utermohle, would be anticompetitive
and would constitute horizontal price-fixing. Mr. Utermohle’s conclusion is overbroad.
An agreement among marine pilots as to prices would constitute price-fixing only if the
pilots were competitors and not part of a single business entity. Section 1 of the
Sherman Act prohibits only certain contracts, combinations or conspiracies in restraint
of trade. It does not reach the unilateral action of a single business entity acting alone.



3-30-94 ; 5+33PM ;  ASHBURN “» MASON- 9074656790;# 3/ 6

Mr. Thomas Dundas
Page 2
March 30. 1994

For example, a group of lawyers can form a single business entity, set prices for their
services and market their cenvices. Such action would not be price-fixing. However, if
those same lawyers were not part of a single business but were instead separate
business entities competing with one another in the marketplace, then any agreement
among them as to the prices they charged may well constitute horizontal price-fixing.

Mr. Utermohle asserts in his memorandum that a marine pilot organization
Is merely a voluntary association of independent contractors that provide marine pilot
services. He states that pilots are not "employees" of the marine pilot organization so the
organization cannot be considered a distinct business entity. These assertions are, |
believe, corclusory and inaccurate. A marine pilot organization like the Alaska Marine
Pilots is not simply a voluntary association of independent contractors. Marine pilots are
independent contractors with regard to their relationship to the vessels that they pilot.
See AS 08.62.163. This does not mean that marine pilots are necessarily independent
contractors with regard to the pilot organization that trains them, dispatches them, and
sets fees for their services. There is no reason that a pilot organization like the Alaska
Marine Pilots cannot be a distinct business entity that competes with other such entities
and that sets prices and service standards for its member pilots.

Second, even if one concludes that pilot organizations are subject to
potential liability under the federal antitrust statutes, AS 08.62.045 offers marginal
protection to the pilot organizations as it Is currently written. As | discussed earlier, ihe
"state action" exemption provides that the antitrust laws do not apply to private conduct
directed or compelled by the state. The exemption requires an affirmatively expressed
state policy and active supervision by the state of any anticompetitive conduct

AS 08.62.045, as currently written, does not set a fixed tariff for marine
pilots. The Marine Pilot Board sets a maximum tariff that marine pilots and marine pilot
organizations may not exceed. It does not, however, set a fixed tariff which all pilots are
required to charge. A pilot organization may adopt any tariff it proposes so long as the
tariff does not exceed the Board's maximum tariff. The review and oversight by the
Board of the proposed tariffs of pilot organizations is minimal. See AS 08.62.045(c).

Mr. Utermohle states in his memorandum that the Board supervises the
setting of tariffs by pilot organizations under AS 08.62.045 and that ifthe Board does not
supervise the tariff settings then the state would not be able to satisfy the active
supervision requirement of the state action exception. This declaration overstates, |
believe, the protection wHch AS 08.62.045 as currently written provides to pilot
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organizations. While the statute does certainly offer some protection to pilot
organizations because of the maximum tariff and the filing of group tariffs with the Board,
it is by no means certain that the limited involvement of the Board would satisfy the
"active state supervision" requirement of the exemption.

By way of contrast, if the Board set a fixed tariff for marine pilots and if all
pilots were required to charge that tariff or to petition the Board for any change in tariff,
then such a scheme would satisfy the state action exemption. The current provisions of
AS 08.62.045 do not provide for such a fixed tariff, however, and thus any protection
afforded by the current scheme is more suspect.

In conclusion, | believe that it is overly simpli  to conclude that pilot
organizations cannot be distinct business entities lawfully aue to set prices for their
members and to compete with other pilot organizations on the basis of price and service.
Furthermore, | believe that to conclude the present statutory scheme of a maximum tariff
by itself insulates pilot organizations from federal antitrust liability is unwise.

Please contact me if you have any questions.

Very truly yours,
ASHBURN & MASON

Mark E. Ashburn

ME!A:dt

cc.  Senator Drew Pearce
Senator George Jacko
Representative Bill Hudson
Representative Carl Moses

N:\DAT\7936\DUNDAS.L01



S P acific Associates

116 Gold Street Juneau, Alaska 99801 (907)586-3107 FAX 586-1001

March 23,194

Representative Bill Hudson
State Capitol Building
Room

Juneau, Alaska 99811-0800

Dear Representative Hudson:

The attached letter to Commissioner Paul Fuhs regarding the tariff provision of the
Marine Pilot Act is self - explanatory.

Please accept it and this letter as the Alaska Stearmship Association's statement of
support for the action taken by the Marine Pilot Board during its February 1994 meeting
regarding extending the tariff.

Additionally, permit me to underscore the fact that both pilot association representatives

and both industry representatives on the board voted in favor of extending the tariff to
June 30,1998

Best regards,

oc.  Commissioner Paul Fuhs, DCED
Alaska Steamship Association



a P acific Associates
116 Gold Street Juneau, Alaska 99801 (907) 586-3107 FAX 586-1001
March 23,1994

Commissioner Paul Fuhs _

Department of Commerce & Economic Development
State Office Building

P. O. Box 110800

Juneau, Alaska 99811-0800

Dear Commissioner Fuhs:

At its February 1994 meeting, the Alaska Board of Marine Pilots voted 5 - 2 .y
recommend that the current tariff provision in the Marine Pilot Act be extended to June
30, 1998. The two 0 posm%alotes were cast by Deputy Commissioner Reed and

Chairman Klepper. Deputy Commissioner Reed Stated he voted against the mation to
extend the tariff, not because he was opposed to extending it, but he felt the

oversight responsibility for the tariff should be exercised by an entity other than the
Board of Marine Pilots. M. Klepper did not announce his rationale, but presumably it

was the same as Depug{ Commissioner Reed's. Both pilot representatives on the board
voted in favor of extending the tariff.

Over the last week the Alaska Stearrship Association (ASA) learned that the Southeast
Alaska Pilots (SEAPA), Alaska Merine Pilots (A\VP), and Western Alaska Pilots (WAPA)
have been opposing a tariff extension in conventions and letters to key legislators.
From my recent conversations with the Alaska Coastal Pilots (ACP) and the Southwest

Alagfka Pilots (SWAPA), | understand they support the pilot board action to extend the
tarift.

While ASA is attempting to work constructively with all the pilot associations to find a
more mutually agreeable, long term solution to setting pilot tariffs, we believe a
continuation of the status quo will best serve as a bridge to that solution. If the tariff
sunsets; state officials, the pilot board, the industry, and the pilots will sail off into
uncharted waters, just as we are all learning to work with the tariff provision —
written into law just over two years ago.

The ASAurges you tosupport the pilot board action on the tariff by favorably endorsing
its February action to the Alaska legislature.

Sincerely,

oc.  Senator Drue Pearce
Representative Bill Hudson



March 23. 1994
Representative Bill Hudson
Alaska Stale Legislature
Room 10S, Capital Bldg.
Juneau. Alaska 99801-1182

JJear Representative Hudson:

Thank you for your letter ol“ March 16, 1994 , pertaining to
the future of the Pilotage Act. | appreciate the work you have
done trying to bring some sense back to piloting. The thing that,
worries me 1ihe most is that many of the legislators do not seenm
to realize that the only reason for having state pilots is to
protect the ecology, people, and property of the state. Because
of the fragile ecology, extreme tidal currents, and difficult
weather conditions, the Pilotage Act should only be a means of
making sure, the State of Alaska is able to attract and retain
tiie most qualified pilots 1in the United Slates. The present act
attempts to do this, hut then it makes pilots compete for work,
thus putting the agents and steamship operators 1in charge of the
pilots, 1instead of the state. These people do not: nessecarily
have the states int.rests at heart.

There must be some way to explain to the legislators how
important piloting 1is to the state. | have had good replies from
a number of them, but still not enough of them are aware of the
extreme 1importance of the job the state pilot does day in and
day out, in all kinds of weather. To get a good pilotage act,
the concerned state legislative committees should sit down with

experienced pilots and work out an act. In reality, the
steamship operators are only worried about the costs. They
should have an input about rates, hut thatis all. It 1is easy to
set. rates - jJust set them so the Alaska pilot makes thesame as
the average pilot on the West Coast, perhaps with an allowance
for conditions. That would be easy to do, and in order to keep

the tariff as low as possible, have only as many pilots as are
required to lake care of the shipping of an area. Also, because
of the great differences iji the areas, it may be reasonable to
have different regulations for each of the pilotage areas.

I am sorry to go on and on about this. | really intended on
just thanking you for _.vour help, but when 1 get. started on this
subject 1 just don"t know when to stop. Please feel free to
contact me if | can be of any assistance.

Respectfully.

P.0O. Box 387
Lincoln City, Oregon
97367



Ashburn and Mason

LAW YE R 3
A ARSF=:33ICNAL CORPORATION

MASK E ASHBURN 1130 WEST SIXTH AVENUE, SUITE ICO TELEPHON 5
ycuc.as a. saily (907) 276--A331I
5EN§NFLGORDOONZ ANCHORAGE, ALASKA 09501

MAS TELECOPIER
JOHN C MeCAHRON (907) 277-3235

OONAID W MeCLINTOCK
A WILLIAM SAUPE
SHARON A STURGES

KIRSTEN TINGLUM March 2’ 1994

VIA FAX NO, 586-1204

Mr. Stuart Mork

Alaska Marin© Pilots

P. 0. Box 730

Dutch Harbor, Alaska 99692

Re:  Maximum Tariff
Our File No. 7936.002

Dear Stuart:

| am writing this letter pursuant to our recent discussions pertaining to the
maximum tariff set by the Board of Marine Pilots pursuant to AS 08.62.045(a). Your
specific question to me was whether the repeal of AS 08.62.045 would deprive a marine
pilot organization of a significant benefit in connection with the "state action" exemption
from federal antitrust statutes. You have asked rie to set forth in a brief letter the
conclusions which | eariier discussed with you.

The "state action" exemption provides generally that the ant ist laws do
not apply to action by a state operating in its sovereign capacity or to pri ate conduct
directed or compelled by the state. There is a two-pronged standard for applying the
state action doctrine to private parties: (1) the challenged restraint must be one clearly
articulated and affirmatively expressed as state policy, and (2) the state must actively
supervise any private anticompetitive conduct.

For the reasons which | described to you In some detail in our recent
discussions, | do not believe that the repeal of AS 08.62.045 would be particularly

meaningful In Its Impact on the potential antitrust liability of marine pilot organizations.
There are two basic reasons for this conclusion.

First, an argument can be made that AS 08.62.045 does not satisfy the test
for a state action exemption as it is presently written. AS 08.62.045 does not displace
competition with regulation; rather, It authorizes the Board of Marine Pilots to set a
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maximum tariff, authorizes a pilot organization to notify the Board of Marine Pilots of a
revised tariff for the organization, and sets up a scheme where pilot organizations may
compete with one another on price matters. While AS 08.62.045 does offer some
antitrust protection to marine pilot organizations (because of the Board's "review" of
group tariffs), it is certainly not clear that the Board's action under the statute would
satisfy the second prong of th9 standard for the state action exemptions. The standard
would, by way of contrast, clearly be met if the statute authorized the Board to set a fixed
tariff and required all pilots to charge the tariff set by the Board.

Second, an argument can certainly be made that In a statutory scheme
where marine pilot organizations compete with one another on the Issue of tariffs, then
there Is no anticompetitive Impact from allowing pilots to form regional groups that set
tariffs, train pilots, provide dispatching services, etc. Such groups are business entities,
competing on the basis of price and service with rival groups in the same region.

For these two reasons, the protection afforded by AS 08.62.045 to marine
pilot organizations, while measurable, Is not particularly significant. | have kept this leder
short for your convenience. Please let me know if you have any questions.

Very truly yours,

ASHBURN & MASON

Mark E Ashburn

MEA:dt

N:\DAT\7935\VOFIK, LOL



WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT

DIVISION OF OCCUPATIONAL LICENSING

February 18, 1994

The Honorable Bill Hudson
House of Representatives
State Capitol

Juneau, AK 99801-1182

Dear Representative Hudson:

During the meeting of the Board of Marine Pilots held in Juneau on
February 7 and 8, 1994, the implications of the sunsetting of
AS 08.62.045, Pilotage Tariffs, on June 30, 1994 was discussed at

length.

Department of Law and legislative legal attorneys are concerned that
removing the tariff-setting responsibility of the Board of Marine Pilots
would remove the state’s pilot organizations’ protection from federal
anti-trust suits under the state action exemption.

After consultation with Mr. Jim Forbes ofthe Attorney General’s Office,
the board moved to request that the legislature extend AS 08.62.045

until June 30, 1998.
Please feel free to contact me if I can provide any further information.

Sincerely,

DCT/mme373.dt-23
021894a
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1600 A STREET, SUITE 215, ANCHORAGE, ALASKA 99501 Cable: ALAMAR

February 11, 1994

Representative Bill Hudson
Alaska State Legislature
State Capitol

Juneau, Alaska 99803-1182

Dear Representative Hudson,

I have recently received a copy of your January 3lstletter from
Joe Kyle, addressing House Bill 237. In it you wish to have an
overview of current and remaining issues between the pilot groups
and ourselves (industry).

Working out the fine details of a long term agreement is a lengtny
process that has taken many months in the Western and Central
Regions. We are confident that our agreements with these 3 groups
reflect our desire to make fair agreements with the groups in the
Southeast Region. On February 8th and 9th, we had continued our
ongoing discussions with SEAPA and feel that there has been much
progress from our first discussions.

We will continue to negotiate in good faith, not only on tariff
issues but in areas to ensure both SEAPA and ACP haveavailable to
them, all of the opportunities that the competinggroups would
need to continue their profession of piloting vessels in Alaska.
With the many statutes and regulations a pilot group must comply
with, |Industry"s agreements with a particular pilot group should
not restrict either the training or licensing of any other
competing group that wishes to work in the . ->gion. It is a very
delicate situation in this regard.

I just wish to confirm with you that discussions are taking place
and it seems v/e are closer to a working agreement, although it
will take a little more time.

Thank you for the opportunity to reply to your inquiry regarding
pilotage in the Southeast Region and am sure Mr. Kyle will keep
you advised of all progress.

Sincerely,

ALASKA MARITIME AGENCIES

Daniel Blackmore
Vice President

Cc: Mr. Joe Kyle, Pacific Associates

ANCHORAGE Cordova Homer Kenai Kodiak Seward Whittier DUTCH HARBOR Dill' igham Naknek
KETCHIKAN Haines Juneau Sitka Skagway Wrangell VALDEZ



North West CruiseShipAssociatioofAlaska

PC Box 8080. M29 Tongass Avenue, Ketchikan. Alaska 99901 Telephone (907) 225-0999
Facsimile (907) 225-8254

February 8 19

Rep. Bill Hudson
State Capitol, Room 108
Juneau, Alaska 99801-1182

Dear Rep. Hudson:

Through M. Joe Kyle of Pacific Associates | received a copy ofyour January 31 letter regarding
your interest in tire current status of negotiations between pilot associatio’™ and industry, and more
particularly the Southeast Alaska Pilat’s Association and the Northwest CruiseShip Association of
Alaska (NWCA).  In the Westerly and Southcentral regions the cruise ship industry is in agreement
with the other AS. A members and consensus between parties has been reached.

As for the Southeast region, 4 member lines have individually reached agreement, resulting in
extended contracts with either Southeast Alaska Pilot Association or Alaska Coastwise Pilats.
NVMCA has begun the process of contract negatiations with Southeast Alaska Pilots's Association
on behalf of the remaining member lines. \\& are convinced that both parties are anxious to
resolve all aperational and tariffrelated differences.

| also want to take tills opportunity to express our appreciation for your interest and involverrent in
these pilotage issues.

Spt. Arie van Noort
President
NCWA Members:  Costa Qruises Qrystal Cuises
Cunard Lines Holland Arrerica Line
Kloster Cruise Lines Princess Ciuises
Regency Quises Royal Caribbean Cruise Lines
Seven Seas Quises World Explorer Quises

cc.  Joe Kyle, Pacific Associates
Capt. H. Antonsen, SEAPA
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February 7, 1994

Representative Bill Hudson
Alaska State Legislature
State Capitol

Juneau, Alaska 99801-1182

Dear Representative Hudson:

Joe Kyle of Po.cific Associates has forwarded to me a copy of
your January 31lst letter addressing HB 237 and resolve of
remaining issues between industry and pilots.

During the past year there have been significant gains be-m
tween pilots and industry throughout the various pilot
regions. Until December 1993 our efforts have focused on
issues in the westerly and southcentral regions. I believe
everyone would agree that in those regions consensus has
been reached regarding tariff and other principal concerns.

Although pilots and industry in the southeast region were
working with existing tariff understandings, Southeastern
Alaska Pilots"™ Association (SEAPA) in December of 1993
requested that pilots and industry begin discussions
regarding long term tariff commitments. On January 12th
representatives from Alaska Maritime Agencies and Southeast
Stevedoring met separately with SEAPA and Alaska Coastwise
Pilots Association (ACP) to initiate discussions regarding
tariffs and long term impact of projected volumes of cargo
shipping activity. My impression of the meetings that day

were positive, with discussions open and constructive. We
all agreed to re: ume discussions before or at the next
scheduled Pilot Board meeting this month. I have confirmed

with SEAPA and ACP that we will meet this next week
(February 7-9) 1in Juneau.

While 1 to am anxious about the prospects of resolving
tariff issues, | am concerned that setting a completion
deadline will alter the mood of continued negotiations. It
may have taken industry and pilots of other regions months

FAX: 907-225-8254 CABLE ADDRESS: SOUoTEVE TELEX: 099-55295



of negotiations to reach a tariff agreement, but compromise
was attained and all parties were satisfied. Most impor—
tantly, the negotiations occurred without outside influence
Or pressures.

Tariff issues may appear paramount, but as the Board of
Marine Pilots continues to adopt new regulations relating to
entry level qualifications, training and proficiency re—
guirements for pilots, the importance of work opportunity
for all pilots will be significant.

I assure you industry 1is as anxious as pilots to resolve
tariff and work related differences. We will continue to
meet and negotiate with SEAPA and ACP toward an equitable
and achievable comprise. Joe Kyle will keep you advised of
the progress of these meetings. Thank you for your con-—
tinued involvement and concern in Alaska pilotage.

Respectfully yours,

SOUTHEAST STEVEDORING CORP.

Bill Sharp
Vice President

cc: Alaska Steamship Association
Representative William K. Williams, Juneau
SEAPA, Ketchikan
ACP, Ketchikan



WESTERN® ALASKA PILOTS ASSOCIATION
P.O. BOX 792
UNALASKA, ALASKA 99685

February 7, 1994

Representative Bill Hudson
State Capital
Juneau, Alaska 99801

REfi Marine Pilots, HB 237

Dear Representative Hudson:

As the president of Western Alaska Pilots Association, WAPA, 1 am
writing iIn behalf of our association in response to your letter of
January 31, 1994.

WAPA was organized, 1In part, on the premise that we can provide
excellent pilotage under competitive conditions. That competition
can provide the incentives to do quality work, accommodate the
needs of agents and ships and maintain a fair negotiated price seem
to us to ba self-evident.

We have not responded to offers to enter into formal contracts with
agents for several reasons. First, we feel that 1t i1s not in the
best 1iInterest of the agents to be locked iInto such contracts
because they cancel competitive incentives, we worry about market-
sharing arrangements for the same reason.

A free market which creates price based upon supply and der.and is
one of mankind"s greatest inventions. There are no examples where
prices which have been fixed by fiat have yielded the benefits of
free market price setting - either iIn an economic nor human spirit
sense.

We are therefore trying to run our association on the principles
which underlie a free market.

Our efforts to provide quality service at a fTailr price are being

undermined by those who fear such principles and who strive to get
legislative protection from the discipline of the market.

page one of three pages
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WESTERN ALASKA PILOTS ASSOCIATION

We Teel HB 237 ¥ based upon protectionist and anti-market
premises. It 1s an effort to more firmly establish a monopolistic
bias into the piloting profession. It imposes high costs of
regulation on pilots, shipowners and the state. Most sadly, it
only temporarily benefits those who have failed In a competitive
market.

The proposed (by whom, we don®"t know), new sections (08.62.055 et
al) concerning tariff setting procedures are one of the most
unfortunate efforts we have ever seen to create a mess where no
problem exists.

The current pilotage act has been awkward to implement because it
has one foot on regulated monopoly principles and one foot on
competitive principles. Naturally, the body of the law will be
unstable and controversial.

You have been iInterested iIn the 1industry and willing to get
involved 1n it, and for that we are appreciative. There 1s no
doubt that the current law is badly iIn need of repairs.

The repairs which are needed, however, are not those which
emphasize and continue i1ts weaknesses. What iIs needed i1s to take
out of the current law those elements which make i1t weak.

There are really only four aspects of the law which, 1f removed,
would eliminate the barriers which prevent the benefits of a free

market from working. These are:

1. Sec. 08.62.080 (@ - The phrase "... and is a member of a
pilot organization recognized by the board.™

What other profession places such a restriction on 1it's
practitioners?

2. Sec. 08.62.045 - There is no reason or need for the state
(board) to be involved in the price a profession charges
for 1t°s services, If the profession is not a monopoly or
ifT free market forces of supply and demand are allowed to

function.
3. sec. 08.62.163 - this entire section closed the door on one of
the options a ship owner has to be iIn the competitive market
place.

Representative Bill Hudson
RE: Marine Pilots, HB 237
page two of three pages
2/7/94



WESTERN ALASKA PILOTS ASSOCIATION

Is 1t the state"s IiInterest to maintain pilot organizations?
Or 1s 1t the state"s iInterest to be sure that the skills of a
licensed pilot are used while a vessel is iIn Alaskan waters?
We think the answer 1is obvious.

4. See. 08.62.080 (b) - The only purpose of this section is to
protect pilot organization territory. A pilot in one region
may be Hlicensed for 30 ports. Is there any reason that a
pilot can not be licensed (qualified) to work in a total of,
say, 10 ports which cover more than one region? Of course,
the reason is to protect pilot organization regions.

The removal of these four sections (and the regulations based
upon), can do more for the marine industry (including pilots) than
another 100 pages of law can ever do.

We suggest that if the legislative session iIs too far advanced to
get these sections omitted then 1t i1s desirable to Sunset the Board
of Marine Pilots and next year begin the law-making process anew.

We do not support any efforts to continue the protectionist and
monopolistic bias of the current law by adding the type of
provisions currently being sponsored by those who are unwilling to
abide by free market principles.

Sincerely,

for WESTERN ALASKA PILOTS ASSOCIATION

Representative Bill Hudson
RE: Marine Pilots, HB 237
2/7/94
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WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT

DIVISION OF OCCUPATIONAL LICENSING PHONE: (907) 465-2534

April 7, 1993

HON. William Hudson
114 Second Street
Juneau, AK 99801

Representative Hudson:

As 1 testified yesterday during the HB 237 Committee meeting, the
subject of tugs and tows and vessels of 1,000 gross tons or greater
as addressed in Amendment 9 to HB 237, 1is currently 1in proposed
regulation. | have attached a copy of the submittal letter and the
applicable portion of the proposed regulation for your information.

Additional comments concerning Amendment 9 include the fact that
the Alaska Marine Highway vessels are not subject to State Pilotage
regulations. Additionally, the reduction of the 60 day pilouage
requirement to 30 days reduces a requirement meant to ensure
competency and proficiency on vessels subject to this Chapter.

Director



ORDER AMENDING, REPEALING, AND ADOPTING REGULATIONS OF THE
DEPARTMENT OF COMVERCE AND ECONOMC  DEVELCPVENT
BOARD OF MARINE PILOTS

The ?ttached 45 paﬁ;es of requlations deallnr%; with tralnlnlg requirements,
aJI license. and en orsément eguweme s, renewal .0 |ce ses, drug
ﬂ alcohol fes mg other subjects related to marlnevﬁ] %ta%e are

ereb¥ certi |e be correct copies of the regu ations
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notrllce un ! %r téve%P " dXSeM 62(200 ang 3 psoeteucnlltf af(h bnucbV 9
comment un er

This action is not expected to require an increased appropriation.
This order takes effect on the 30th day after t has been filed by the
Llheutenant oVernor as prowtged ?n Agy t{ y

DATE: .
Ketchikan, Alaska

Bob Watt, Ch
B%ar than%IepE’rﬁ

FILING CERTIFICATION

tIh %ohn B. Coghill, Lieutenant Governor for the State g‘ Iaskg cer‘ElJol
regulatlcrrrs—aeevrdmg to the pm|5|ons—ef—ﬁs—¢4n%204 qzl 8& %CQ

John B. Coghill, Lieutenant Governor
Effective:
Register:
BW/1ys8770t
011{593a



REGISTER , 1993 PROFESSIONAL REGULATIONS

preceding the date of application for renewal the familiarization trips in 12 AAC
56.082 in the region for which renewal is sought.

(d) No more than one day credit for piloting will be given in any one
calendar day, and each day’ credit must involve a vessel movement.

(&) A marine pilot applying for license renewal for the licensing period after
December 31, 1998 shall provide documentation that the pilot’s state and federal
licenses have no exclusions for the region in which renewal is sought before the
license is renewed.

() To renew the biennial license of a deputy marine pilot, the licensee shall
comply with AS 08.62.093, 08.62.120, and (0)()—(5) and (g) of this section.

(0) A deputy marine pilot shall comply with () of this section for each
complete calendar year that he or she held a license. (Eff. 6/11/71, Register 33,
am 6/19/74, Register 50; am 5/12/78, Register 66; am 7/24/83, Register 87; am
&/29/87, Register 103; am / / ,Register )

43 G0

12 AAC 56 is amended by adding a new section to read:
12 AAC 56.082. FAMILIARIZATION TRIPS, (a) Southeastern Alaska - to
fulfill the familiarization requirements of 12 AAC 56.080(c)(2) in the southeastern
region a pilot shall perform
1) on vessels of 1,000 gross tons or tug and tows exceeding 1,000
combined gross tons that are not subject to AS 08.62, four round trips between

JC/mme092.jc 27 January 20, 1993



REGISTER , 1993 PROFESSIONAL REGULATIONS

Ketchikan and Skagway, which must include two trips through Peril Straits and
four trips through Wrangell Narrows;
(2) onvessels of 1,000 gross tons or more, one round trip or two
transits
(A)  through Snow Pass;
(3) through Decision Pass;
(© through North Inian Pass;
(D) in Sitka Eastern Channel;
(E) in Gastineau Channel;
(F)  to Point McCarty;
(G) over Tracy Arm Bar; and
(H) into Glacier Bay.
(b) Southcentral Alaska —to fulfill the familiarization requirements of 12
AAC 56.080(c)(2) in the southcentral region a pilot shall
(1) provide proof of a combination of working days and days as an
observer totaling at least 60 on vessels subject to AS 08.62;
(2) succer sfully perform five dockings and five undockings at Nikiski;
one eking and undocking shall be performed under ice conditions; and
(3) for a pilot with a VLCC endorsement, successftdly perform five
dockings and five undockings on VLCC vessels.
() Western Alaska - to fulfill the familiarization requirements of 12 AAC
56.080(C)(2) in the western region a pilot shall either
(1) provide proof of a combination of working days and familiarizatic
trips totaling at least 60; the combination must include at least 20 dockings in five

JC/mme092.jc 28 January 20, 1993



REGISTER , 1993 PROFESSIONAL REGULATIONS

different ports; no more than one half of the familiarization trips or dockings may
occur in any one port, and the remainder must occur in four additional ports;
Dutch Harbor and Captain’s Bay are considered as one port for the purposes of
this subparagraph; or
¥) provide proof of at least 60 familiarization trips on vessels subje

to AS 08.62, tugs and tows of 1,000 gross tons combined, or enrolled vessels of
1,000 gross tons or more except fishing vessels as defined in 12 AAC 56.990 as
follows:

(A) 20trips in Dutch Harbor;

(B) three trips through Iliuliuk Channel;

(C) five trips to Captain’s Bay;

(D) 12trips in any combination through Akutan, King Cove,

Sand Point, or Chignik;

(E) one trip to Cold Bay;

(F) three trips to Naknek;

(G) two trips to Togiak;

(H) two trips to Port Moller;  and

()  twelve additional trips to any combination of ports in

(D)-(H) of this paragraph.

(@ Kuskokwim River -to fulfill the familiarization requirements of 12 AAC
56.080()(2) in the Kuskokwim River region a pilot shall complete 15 round trips
between the pilotstation and Bethel with a total of 30 movements on the
Kuskokwim River.  (Eff. // ,Register )

JC/mme092.jc 29 January 20, 1993



WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT o 80X 110806
JUNEAU. ALASKA 99811-0806

DIVISION OF OCCUPATIONAL LICENSING PHONE: (907) 465-2534

April 5, 1993

HON. William Hudson
Alaska State Legislature
114 Second St.

Juneau, AK 99801

Representative Hudson:

On 1-2 April 1993, an audit of Region One pilotage activities for
the period 1 November 1991 thru 30 April 1992 was conducted by the
Marine Pilot Coordinator. The research utilized records held by
this office, and information provided by Southeast Stevedoring
Corporation concerning vessel dispatch. Records utilized by this
office were limited to quarterly pilot reports submitted to this
office by SEAPA and ACP. Numerical breakout of vessel movements

follows:
ORGANIZATION TIMEFRAME
OCT-DEC 1991 JAN-MARCH 1992 APRIL 1992
SEAPA 102 85 41
ACP 13 40 15
TOTAL MOVES 115 125 56

PERCENTAGE OF TOTAL MOVES BY ORGANIZATION:

SKAPA% 89% 68% 73%
ACP% 11% 32% 27%

The attached 8 pages of information are reference sources for the
information provided here-in. 1 realize that the presentation of
numbers can often be suspect, however all efforts were made to
present only factual information in an unbiased manner.

\arl Luck,
Division of Occupational Licensing

08-H8LH - ;L_Jip—ii I)yC.D



DATE

10/22/91
10/23/91
10/31/791
11719791
11/21/91
11728791
12/7/91
1279791
12713791
12/15/791
12/717/91
12/17/91
12/30/91
1/6/92
1/7/792
179792
1/9/92
1/10/92
1712792
1725792
1/27/792
1/28792
2/1/92
2/4/92
2/5/92
2/9/92
2/14/92
2/14/92
2/16/92
2/17/92
2/21/92
2/22/92
2/26/92
2/26/92
2/27/92
2/28/92
2/28/92
2/29/92
3/72/92
3/3/92
3/74/92
3/6/92
3/8/92
3/9/92
3/12/92
3/12/92

SHIP

Virtue

Virtue

Ace Accord*

Neo Pelargonium*
Neo Pelargonium*
Golden APO*
Fortune Hunter
Ocean Orchid*
Ocean Orchid~*
Pacific Sea
Ocean Orchid*
Pacific Sea
Bright Ocean
Bright Ocean
Bright Ocean
Golden Venture
Sanko Heritage*
Sanko Heritage*
Sanko Heritage*
Spring Vega
Spring Vega
Spring Vega
Spring Vega
Green Maya
Green Maya
Handy Accord
World Quince*
Green Maya
Green Kobe
World Quince*
Green Kobe
Virginia

Bright Ocean
Fremo Scorpius*
Fremo Scorpius*
Virginia
Virginia

Bright Ocean
Fremo Scorpius*
Virginia
Virginia
Virginia

Woody Duke
Shvei Queen*
Shvei Queen*
Woody Duke

PILOT

Spence

Spence

Spence

Spence

Homer

Spence

Spence

Spence

Spence

Spence

Spence

Spence

McPherson
Spence/McPherson
McPherson

Nielsen
Spence/McPherson
Spence/McPherson
Spence/McPherson
Homer/Nielsen
Homer/Nielsen
Homer/Nielsen
Spence

Spence
Spence/McPherson
Spence/McPherson
Spence/McPherson
Bennett

Nielsen
Spence/McPherson
Spence/McPhe rson
Nielsen/McPherson
Spence
Nielsen/McPherson
McPherson
McPherson/Nielsen
McPherson
McPherson/Nielsen
Spence/Bennett/McPherson
Spence/Bennett/McPherson
Bennett
Spence/Bennett/McPherson
Bennett

Bennett

Bennett

Bennett



3/19/92
3/26/92
3/26/92
3/27/92
3/28/92
3/31/92
3/31/92
4/4/92

4/4/92

4/10/92
4/11/92
4/11/92
4/14/92
4/21/92
4/21/92
4/21/92
4/23/92
4/24/92
4/24/92
4/25/92
4/30/92
4/30/92

Glory Fuji
Glory Fuji
Glory Fuji
Jufu

Jufu

Glory Fuji
Ace Accord*
Manila Felix
Ace Accord
Miyabi-Maru
Golden Venture
Miyabi-Maru
Miyabi-Maru
Ocean Lily*
Ocean Lily*
Virginia
Hilda*

Ocean Lily*
Ocean Lily*
Virginia
Golden Rose*
Golden Rose*

Bennett
Bennett
Bennett
Spence

Spence/McPherson/Bennett

Bennett
Bennett
Bennett
Bennett
Nielsen
Nielsen
Nielsen
Nielsen
Nielsen
Nielsen
Nielsen
Nielsen
Nielsen
Nielsen
Nielsen
Nielsen
Nielsen



Pigs No. i
04/02/93

AE- - $HIP 4B

100141 TRINITY STAR™!
104141 SR MRLINA

/AL AN VICTBR? A
100401 CAATAGAN -

/2Rl ARY AR
10601 AR BARESS
10/AB/A1 WESTEN FAITH *
10/AB/1 WESTEN FAITH**
10A6/91 WESTERN FAITH"!
1/2A1 RAE I9AD P+
10331 OB BFRES A~
104041 OEAN BHPRESS®
100341 AALO AE +em
1006541 ARCLLO ACS *

10/06541 STAR BUANGSS ™
1041 STAR EVANCER®

/1301 AK AR A

1071441 DILIGENE TRAE*  SAY,
10/12;91 DILIGNE TRAE + SAY,

V1501 KARXK RALARF.
172191 KERX RALAR+

11 3101 BRICHT OEN-
UABA! BRICHT OBAN-
HO&/01 CITRS 194D
H/10/01 CITRES ISLANDT
HOI/31 LOJISIANA HAVA —

TQF

PILOT HA\S

SA\, V. R
XM, RV.
HOMCK, A C.
RRER, G.R
DIHEHT, AG*
QLLINS, D. 0.
ARy, L H

eelecles
o o=z

;..
o

ALSA KARNS PILOT QUARTERLY RERCRT

PILOT HAB
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ALAKA KAHNS FILOT QUARTERLY REFCRT
HIP ME PILOT NAB PILOT NAE

UAR/3L LOUISIAA HHA - SKITH, S. V.

1/ABARL \ENIUB S8 * SHITH, R, V.

/301 \BNIE SRt SKITH, R V.

N1 GRUE AR/ —  SHIH, RV

/201 GROEE ARON - SHITH, R.V.

1ABAL PIKEERUT+  HIH, P.U,

10601 PNEERUYE  SHITB, RV,

10/25/01 QEAID- QRY, P.K

103141 CEHID" M, RV,

10/501 VIRIE - ATCHEH. H H

/3L VIRIE - HIMH, R

1W/13A1 SUHRVIRD - ANTONEN, H H
1171891 UTHRVIRD ~ GRBASY, B. H
WAL HOUARN~  HIH, RV
/1501 MNUARIW - 3HIH, RV
1171 WESTRUJADE-  ANTONSRN, H. H
1/21/91 WESTEN B JNS,CE
121/ ATONRN, H H
WXAL SRn YRS HIMH, R V.
11/10/91 OEN HASTES-  GOLLINS, D. 0.

WA/ CENHASTEN-  RRIR, G, R
20! OEAN KASTER-  AHTONRN, 8. H
7201 BN RASTER-  ANTONERN, H H,

W/ CENMSTRR-  $HIH, R,

/ML SIEFRMHCRE4- RRIR, G R

12A1/41 SIEFRA HCRE RRIR, G k

1/21/91 TANAGRA- FBABY, E H

/501 TANAGRA- I, C B

11/27/01 TANAGRA- I\, C &

12A0/01 TANAGRA- JNS, C E

/2431 D STRRIS™*  CREASE?, E. H-

11/2801 D STRRIS+ HITH, R V.

1/%/31 HIDA- FREE?, B.H =

12/01/01 HIDA - 3HIMH, R V.

/61 IR - RRIR, G R,

12/ IR - ANTONEN, H H

/3001 RAD HNEST - ANTONERY, A I,

12/2/1 GRAD HONEST- ~ ANTONEN, A L.

122/0A1 (RNIGBRG+  SHIH, S V.

12101 CPANIBNBORG+  3HITH, R IE

12/08/91 TEN ARV - DIHNT, A G, =

12/10/91 TERN ARROW- DIHHT, A G,

12/111 TERN AR - JNS, CB =

12/12/91 TEN ARV - RRIR, G R

2130 RUEARV-  XIMH, R W
1601 RUEARV- HMH, R W

N 1201 AWNHE HIGH-  SHIH, RV

12/23/01 AN KIGT—.  ANTONSN, H. H.

12/13A1 QRY BERESS-  DIHAT, A G

271801 ARY BARESS™- DN, 1, S

271501 CEN OB IS, C B
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ALASKA HP.INB PILOT QURTERLY REFRT

DAE SHP KAE PLOT NAE FILOT NAHE
QB2 SIFRA HIPB £ AR, H, H
QUORAR HRNING (RHID ~ SHITH, R V.
QLR PIRIT § AN, H H
QLAR/R. PEONIA- RRIR, G, R
QL/0R/R PEONIA- KIH, 2. V.
0L/10/2 PECHIA- OM, R S.
QAR HUDAI 0" RRIR, 6. R
QOB HMNDAI J1I6= DM, R S
Q72 HUDA #16-  BM, R S
002 HNDAI #6-  AVORN, B H
QL8R NEPTUE OLIVINB- SAN, V. R
Q/10/2 NPTUE CLIVINE™ SN, V. R
QAR QCRCRANT AR/~ GILLINS, D, 0.
QL/11/R QCRCRANT ARON—  QCLLINS, D. 0.
OVOVR CITRS I9AD- D, R S,
Q12 CITRS I9AD+ OM, R S
Q1R BIS ARON-  AVOER, H H,
W22 BISAO/-  SA, V, R
QU/15/R HREFIELD * OM, R S.
QL/17/2 HAREPIBLD- DM, R S
QLR ALAKA - QLLINS, D. 0.
/1A ALKA - QLLINS, D, 0,
13/ ALASKA- QLLINS, D. 0.
QL1902 ALASKA - ATOSR, A I,
L/2/ BSPRANE- SA\, V, R,
QL/21/2 ESPERANCE- SA\, V, R,
/52 MRINAE: ON, 3, S
QL/29/2 MRINAS- AOEN, H H
0//R HERK KAAR  DIFAT, A G
032 HERX RA/R  DIHET, A G.
AR HBXK MRLIN*'  SA\, V. R,
AR HBH HRLH-  SA\, V. R
0L/3/R PAC BRON A A, V. R
RAL/R PAC BRON + QLLINS, D. 0.
QAR FOR ¢ QLLINS, D. 0,
QA/R ROMR - QLLIS, D. 0.
/132 SIFRA KIDB+= RRIR, G R
@R SIFRAKIR>  RRIR, G R
QAR RLIAE TROR4 AR, A I
RAR/R RLINE TROR +=ATNR, A I.
@152 HADY A0~ CREY, E, H,
@152 HADY AR - GRAY, B H
@2/ HIDY A0 - GREAEY, B H
Q@/17/2 AILANTIC - AT, A 1.
@2/ ATLATIC - AT, A |
@A4R S ARV - AT, B, H,

/52 SINARY - RRR, G, R

/1D GROEE ARON—  SA\, V. R,
/132 RUE ARV - DI, A G,
@0/ EFGIA £ ATOEN, A |
RA4/D ERGIA DIFEHT, A. C,
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ALASKA KRINS PILOT QURT3XLT REFCRT
DNE  SHIP 4B PILOT NAB PILOT NAB OIE DESRIPTION
@/1/2 HKFU a. RRIR, G. R
@AY HAKUFU- |, W R
/20 ARITAS - Im, W R
/262 ARITS - DIFA\T, A G.
@1/ VIRIE ~ RRIR, G. R
@14/ VIRTUE- FEE?, B. H
B2 DIHEHT, A. G,
B2 QLLINS, D. O.
R/27/2 TARA QLLINS, D. 0.
(/2 TAMGRA ™ FEY, S H
/232 TRPICL BU? - AVONEN, A I,
/A2 TRPICL BRU? - ANTONEN, A I
@/26/2 TRPICL BRAUT7-  ANTONEN, A I
0301/ TRPICA BRU? . ANTONEN, A .
11/ OFFEY ARON - ~ RRTR, G. R
/122 OFRE? ARRON - COLLINS, D
B/ K2 FBOR*  QRRY, R H
W52 5? ARDRt  RRR, G R
/132 PHOXA TP, E B,
W16/ PHO FEE?, E H
02/ HAREFIELD- TR, E H,
SR/2/R HSFIELD- AR, A 1.
QOP/23/92 HFEFIED- RRIR, B R
03/24/% HREFIELD - DIFRT, & 0,
(B/21/2 RANGER - DIFEHT, 4 G.
/232 RINGR -1 RRIR, B R
/142 HRIN RORR-  ARRY, R.H
/22
4R FAUTH-  QLLINS, D. O.
B3R FAVATH-  ATOEN,, A L
B/ PINOD-F. AR, R H
0/27/2 FINVIOD t AT, , A L.
/282 A VAE - ATDEN, A 1=
0B/23/2 SICA WAE - ATOEN,, A I
_ 03/27/%2 HANGA ROFSTOK™ ~ DIFRNT, AL G
OV HINBA RFSTOK - DW, R S
OV QASTRNE £ DUW, P. S
OV QST RA\B+= DM, R S
VR EFGIA ATOGR, A L.
OV7/2 CEFGIA AT, A L.
B3/ US GRINONt  RRTER, G. R
OVRAR LSS GRINOINE ~ AVTONRN, A I,
WD HWU ROV - GBEZ, B H
VI HIU ARRON - GRS, B H
V132 HKLFU - MO, H H,
VISR RIELFU - O, R S
S/ HKRU - O, R S
NE/20/92 HYLFU - ARy, R K
OVI3A2 FETFEL AROV-  DIFENT, A. G,
VDR FETRBI ARV - NS, C. B,
V122 PIOASIA — I, C B
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NB  SHIP KAE

V152 POASIA -
VYR BRO ABA
O4/21/R BVRO AGA
V1Y STAR SR
V22 STAR BRIA -
OV21/%2 FELICIN ARROV-
OV/23/2 FELICN ARRONA
O/AVR CHIVARY -
OV2Z/2 HIVARY -
O/ TRPICAL BRUTY
0V/2/2 TRIPICAL BEAUTY
OV/22/% VRl ARRON -
W23/ WREH ARRON -
OVA/2 RBIN O0A -
0V28/2 RBIN DOA -
VYR IHIKRI HP.WY
V212 IHIKRI HRF
W2/ IHIKRI HRD+
V22 ISHIKRI HRUF.
QY242 IHIKRI HRU+
QVZI/2 IHIKARI HRUV
82 SDHR VIRD =
92 SUHRN VIED«
/P SUTHERN VIR «
V32 RET FLENIR -

©
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Pilots

9
(64% of
pilots)

(Source:

CARGO MOVEMENTS IN SOUTHEASTERN ALASKA

1991-1992

Winter Months of October through April, inclusive

ACPA

SEAPA
// i
Movements // Pilots
//
175 // 5
(73.5% // (35% of
of work) // pilots)
//
TOTAL MOVEMENTS = 234
TOTAL PILOTS = 14

Quarterly reports of marine pilots,
Commerce and Economic Development,
Occupational Licensing)

Movements

62
(26% of
work)

Alaska Department of
Division of
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Regional Citizens’ Advisory Council

Royal Center, 310 Egan Stroot, Rm. 210
Box 3470, Valdez 93SES
(907)835-5957/  FAX  (907)835-5925
FAX COVER SHEET
DATE; March 30, 1993
#OF PAGES: 1 INCLUDING THIS COVER SHEET
TO: Rep. Pete Koit
465-4565 (FAX)
FROM Scott Thompson
Pete,

This is in response to your fax of March 22, 1993, regarding H. B.
237. The most important provision that | can see from a safely of
navigation perspective is in Section 1, paragraph (a)(10), where
criteria will be established for choosing which pilots will be
awarded licenses if there are more applicants than licenses. This
might be an opportunity to establish regulations which would
maintain the high quality of the pilot pool. 1think that it is a
valuable addition to the existing law.

Pursuant to our pending funding agreementwith Alyeska Pipeline
Service Company this information should be made available to all
legislators.

Thanks for the opportunity to comment.

cc: Alyeska Pipeline Service Company
Avrum Gross, Gross & Burke
Sheila Gottehrer, PWS RQAC Executive director
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Testimony of Captain Mike Spence
to the House Labor and Commerce Committee
of the Alaska Legislature
on HB 237

March 30/ 1993

Marine Pilotage
Dispatch Service

Ketchikan Office
PHONE: 25-1246
FAX: 2474533
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Good Afternoon, Mr. Chairman and members of the committee.

Thank you for the opportunity to testify today.

My name is Michael Spence. As president of the Alaska

Coastwise Pilots Association, | represent approximately one-third

of the marine pilots in Southeastern Alaska. I have been piloting
in Alaska for seventeen years. The average pilotage experience of
the members of my organization is thirteen years. Without

exception, the members of our organization are career accident-free

pilots.

We are particularly concerned about three elements of the
proposed HB 237, those relating to fixing tariffs, fixing the
number of pilots in a region, and the measure forbidding cross-
regional pilotage. Our concern is that these measures are intended
to prevent or stifle competitive pilotage. We have some experience
with what effects these measures have on our profession, because
they have been tried before by pilot organizations in the State.
A brief history of our experience may assist some members of this
committee to accurately assess what 1impact this anti-competition

legislation may have on the pilotage profession in Alaska.

From the early seventies to 1990, a monopoly in the pilotage

profession existed in Southeast Alaska. This monopoly gained
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strength through the deliberate application of strategies not

uncommon to other cartels:

a. internal covenants of noncompetition

b. agreements to fix the number of pilots allowed to
work to assure a high income

cC. restricting entry to the profession to men who were

sympathetic to the arrangement.

Once these strategies were implemented, the odds of the
organization®s success were high because of the tandem effects of
monopoly power. One was the 1inherent power to extract maximum
income from shipowners because they as consumers had no alternative
supply of pilots. The second was the power over dissenting pilots

who risked expulsion from their profession if they attempted to

reform the organization.

During this period of monopoly on pilotage rewarded, itself
with a bounty of treasures. We were assured high incomes. We had
a buy-in scheme which allowed us to pyramid the value of entry to
the profession to whatever price we would choose. We assigned
voting privileges so a few pilots controlled the organization over
the fractional votes of many others. We had internal shifting of

pilot incomes that enabled certain pilots to make 50% more than
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others with the same license who worked the same amount of time.
We had pension plans designed to benefit men who started piloting
in their late fifties, and who could retire soon thereafter without
paying a nickel 1into the plan. We had 1internal agreements to
protect the reputation of our members by not revealing complaints
of ship captains, near-miss incidents, or incidents of intoxication

of pilots.

Near the end of this period of monopoly, there were pilots who
objected to this system. To them, it was a system which cared less
about competent pilotage then it cared about covering up for 1its
errant brothers. To counter the threat of those dissenting pilots,
rules were written up by the organization which forbid those pilots
from testifying to the Board of Marine Pilots or to members of the

Alaska Legislature, on penalty of expulsion from the organization.

But some of those dissenting pilots still risked their careers
to testify to authorities, and reveal the truths which the
organization had so zealously guarded. For these pilots the only
alternatives were to seek other careers or to form a new
organization. In Southeast Alaska, we chose to form a new

organization: The Alaska Coastwise Pilots"™ Association.
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Our organization has been 1in competition with the dominant
group in Southeast Alaska for about three years. Our professional
standards are as high now or higher than before the advent of this
competition. Our relationship with ship owners as independent

State pilots bound to obey the laws of Alaska is unchanged.

Through more efficient dispatching we have optimized on our
manpower and reduced overhead costs. By eliminating pyramid srneme
buy-in fees and disallowing wunfunded pension plans we have
prevented substantial liabilities. These efficiencies enable us to
provide a better service to our clients, and 1improved working
conditions for our pilots. We have prevented financial inequities
within our group by minimizing the internal shifting of pilot
incomes. Our dominant competitor imitated some of these same
improvements to discourage its pilots from breaking ranks to join
our organization. In this manner pilots from both organizations

have actually benefitted from competition.

Despite the foregoing, the group which holds the dominant
share of the market 1in Southeast Alaska, joined by the dominant
groups in other regions, now seeks State legislation to prevent or

limit competition.



Spence Testimony/HB 237
March 30, 1993
Page 6

The measure in HB 237 seeking to fix the number of pilots 1in
a region is designed to restrict the number of competitors 1in a
region. This measure could create a shortage of pilots 1in any
region if the Board of Marine Pilots simply failed to accurately

predict attrition.

Similarly, the measure in HB 237 which prohibit cross-regional
pilotage except 1in case of emergency or a change of boundaries
needlessly restricts a supply of pilots which historically has been

put to good use.

The measure giving authority to the APUC to set fixed tariffs
may 1indeed move the tariff-setting process to a more organized
venue for rate setting, but it may do so at increased costs to
already burdensome license fees, however. The measure to fix the
tariff iIs anti-competitive because it disables a new organization
of pilots from offering a better deal to shippers. IfT the APUC is
to be involved with rate setting, it should be a maximum tariff,

not a fixed one.

As written, HB 237 is not legislation which promotes safety of
shipping or environment. It is a bill which promotes the economic

safety of already dominant pilot organizations.
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IT the legislature seeks to improve the Marine Pilotage
Statute there are more meaningful changes which could be made.

These changes include:

A section providing for rotational selection of the two
pilot members of the Board of Marine Pilots from all

pilot groups in Alaska.

A section preventing the Board of Marine Pilots fronm
fixing the number of pilots or pilot groups that may be

licensed or authorized to operate in any region of the

State.
A section providing for independent impartial and
unbiased license examiners to administer pilot

examinations.

A section which provides that the APUC may set a maximum

tariff.

A section which revises and cleans up the threshold
requirements for Deputy Marine Pilot licenses in the

statute.
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Thank you again for the opportunity to testify today. I would

be happy to answer any questions from the committee.

Sincerely,

ALASKA COASTWISE PILOTS ASSOCIATION

Captain Mike Spence



Captain Victor 0. Engstronm
436 W. North Camano Drive
Camano Island, WA 98292

State House of Representatives
State Capitol
Juneau, AK 99801-1182

March 26, 1993

Dear Honorable Representative,

Enclosed 1is a .copy of the letter | sent on June 20, 1992
to each of the State Representatives.

I have been informed that House Bill 194 has again been
opened and that some new amendments will be attached.

I would like to see included in these amendments, Ship-
Assist Masters or tugs over 1200 horse power be considered
candidates for Pilot positions.

This is certainly not a case of "lowering the standards"”
for a Pilot position, it is a case of "including very
qualified people”™ as Pilot Candidates.

Ship-Assist Masters have an excellent history as Pilots
on the West Coast. Alaska will definitely benefit by
including them as candidates for Pilot positions.

Thank you.

Respectfully,



Captain Victor 0. Engstronm
P.0. Box 156

Val3ez, Ak 99686
Ship-Assist Tug "Guardian"

State House Of Representatives
State Capitol

Juneau, Ak 99801-1182

June 20, 1992

Dear Honorable Representative,

In April of 1991 1 was accepted to ride and train with the
"Alaska Marine Pilot"” Organization. The reason my application was

chosen over many others is because of my many years experience on
ship-assist tugs.

At this point in time I was fully qualified to pursue a pilot
position. After $7,000.00, of expenses, and a considerable amount
of time, I was able to submit, by the September 11, 1991

deadline, an application, to examine, for a Alaska Marine Pilot
Licence.

My application was denied because of a new law that had gone
into effect,” House Bill 194 (HB 194)." This law requires tug
boat masterB to show towing experience of two years with combined
tonnage (tug and tow) of at least 1600 tons.



I resubmitted my application in January of 1992. | explained
. the Board of Marine Pilots, that the tug 1 work on is a 7000

HP ship-assist tug, and that the ships lassist, 1in Valdez, range
from 40,000 to 260,000 gross tons.

Again my application was denied, because the new law (HB 194)
has no provisions for ship-assist masters. Ship-assist masters

cannot get credit for the tonnage of the ships they assist.

At this time | requested a hearing with the Department of
Commerce and Economic Development. On April 14, 1992 1 attended a
hearing, 1in Anchorage, with Hearing Officer Ms. Elizabeth
Johnson. Also attending, via telephone, was Mr. Gary Amendola,

Assistant Attorney General, representing the Marine Pilot Board.

1 explained to the Hearing Officer (Ms. Johnson) that the
Board of Marine Pilots were interpreting the new law (HB 194)
different than the State Representatives had intended. The new
law (HB 194) was designed to closer resemble the other West Coast

States, all of which include ship-assistmasters as candidates
for Pilot positions.

Washington requires ship-assist masters to work on tugs of at
least 1,200 H.P., Oregon Pilots muat have two years experience on
the Columbia River, any horsepower.(Virtually all of the Oregon
Pilots come from harbor tugs as deep-draft ship masters cannot
accumulate the necessary time on the river.) California and

British Columbia both accept ship-assist masters as candidates.

Mr. Amendola responded by saying that,"™ the law (HB 194), in

Alaska, does not include ship-assist masters.” He suggested that



1," should either quit my present job and start towing barges, or
try to get the law (HB 194) changed."

Ms. Johnson said that,"” the law (HB 194) is very specific and
does not include ship-assist masters. She upheld the Boards

decision, on my application, and also suggested that | contact

the State Representatives, on a law change.

Marine Piloting is the business of docking ships and that"s
what 1 do now. Towing barges 1is not going to make me a better
pilot.My fifteen years experience, on ship-assist tugs, 1is an

excellent background, and should be recognized, by the State.

I"ve decided to try and change the law (HB 194), or rather

have an amendment attached to include ship-assist masters.

Let me show you another side of this new law (HB 194). A
chief-mate on a deep-draft vessel, (such as an Exxon Tanker) that
has never sailed as master, (and maybe never will) has made

twelve trips into Valdez. This person 1is considered a candidate
for a Pilot position.

Now, let"s look at myself. 1"ve assisted over 1000 tankers
into the docks of Valdez. 1°ve escorted over 400 tankers out of
Prince William Sound. | regularly shift "oil spill response”
barges from buoys to different docks, and regularly participate
in "oil spill drills” which include towing the barges throughout
Prince William Sound. 1I"m sure my local knowledge far exceeds the

Exxon Mate, still 1 am not considered a candidate for a Pilot
position, something is WRONG |



What the proponents of this new law (HB 194) have done, 1is
exclude one of the best sources of Marine Pilots that are
available in Alaska.

Ship-assist masters have an excellent history as pilots on the
West Coast, they presently make-up more than half of the Pilots
in Washington, Oregon, and California. 1°m asking you as State
Representatives to amend the present law to include ship-assist
masters in Alaska, of tugs over 1200 HP, to be included as

candidates for Pilot positions.

Thank you for your time, and please write, and tell me how you
feel on this subject.

RespectfullLy



Tolgghoa:  (07)25-965%6
Southeastern Alaska Pilots® Association CABLE ADDRESS: SEAPILOTS

MARINE PILOTING

P. 0. BOX 6100
KETCHIKAN, ALASKA 99901

March 29, 1993

Representative William Hudson
State Capitol Room 108
Juneau, AK 99801-1182

Dear Representative Hudson:

You are to be commended for your efforts in behalf of H.B.
237. This bill is badly needed now to stem the deterioration o”

Alaska pilotage.

The bill seems to be consistent with the pilot acts of other
states four strong support is needed to make sure H.B 937 15
passed this session.

Thank you.



MARINE PILOTING Toloohoro: %%

Southeastern Alaska Pilots* Association CABLE ADDRESS: SEAPILCTS

P. 0. BOX 6100
KETCHIKAN, ALASKA 99901

March 29, 1933

Representative William Hudson
State Capitol Room 108
Juneau, AK 99801-1132

Dear Representative Hudson:

I want to thank you for your iInitiative In introducing H.B
237. Your continued support iIs needed to pass this bill now.

Outside interests and maverick pilots cannot be allowed to
destroy Alaska pilotage.

Your strong leadership is needed iIn passing H.B. 237 this
session



March 1993
Dear Legislator:

This letter summarizes the attached discussion paper setting out
AMP®"s position on HB 237, the bill to amend the Marine Pilotage Act:

1. The legislature must start on this legislation now. The tariff
provision of the Act expires June 30, 1994.

2. HB 237 as proposed addresses a couple of problems but not all of
them. AMP does support what the bill would do now: return to a fixed
pilotage tariff and regulate the number of pilots in the state. However,

AMP believes the bill must go farther.

3. AMP asks the legislature to expand HB 237to cure what AMP
believes 1is the central problem: the 1991 amendments tried to turn
piloting into a free-market, competitive enterprise. For the reasons
outlined in the discussion paper, marine piloting cannot be truly
competitive as a practical matter, and should not be as a matter of sound
public policy. The most critical problem is that industry effectively
controls piloting by controlling allocation of work to pilot groups.
Pilots are no longer independent, but are economically dependent on
industry. This is a fundamental safety issue requiring action now.

4. To address these problems, AMP urges the legislature to expand
HB 237 by adding the following provisions:

(a) Eliminate the notion of competition from marine piloting.
Create a single central dispatch office in each region with more than one
pilot group, so that pilots are once again independent from industry"s
economic control.

(b) Prohibit vessel operators and agents from being involved in the
financial affairs of marine pilots and pilot groups.

(c) Eliminate "cherry picking” by requiring pilot groupsto serve
all ships in all ports of the region at all times of the year.

5. The legislature has the legal authority to do this asaproper
exercise of its police power in the interest of public safety.

AMP®"s pilots and their Juneau representative, Bob Evans, are on call

to discuss this issue with you. You can contact Mr. Evans at 364-3360.

Capt. Tom Dundas, President
Alaska Marine Pilots



DISCUSSION PAPER
March 1993

Proposed amendments to the Marine Pilotage Act

HB 237

Alaska Marine Pilots (AMP) actively supports the proposed
amendments to the Alaska Marine Pilotage Act (AS 08.62) set out
in HB 237, but does not believe HB 237 goes far enough to meet
the public safety interests of the people of Alaska. This paper
is intended to answer the most common questions being raised
about AMP®"s position respecting the Act and HB 237.

The marine pilotage act was just amended in 1991. Why must the
legislature take further action so soon?

The tariff section of the current statute (AS 08.62.045)
expires automatically on June 30, 1994. IfT the legislature does
not enact a new tariff section before then, there will be no
statutory provision governing fees for pilotage services.

Attention to this issue must not be deferred until the 1994
legislature. It is a complex issue with which most legislators
are not fully acquainted. If it is deferred until next year, AMP
fears that the legislature will be forced to take action without
sufficient time to deal with it knowledgeably and carefully.

How did the 1991 amendments change existing law?
The 1991 amendments to the Act radically changed the

statutory scheme governing marine pilots. In the main, the
amendments sought to turn marine piloting into an open-access,



free-market, competitive enterprise. To accomplish this
objective, the 1991 amendments made the following changes:

Abandoned the former fixed tariff and substituted a
two-tiered tariff system comprising a maximum tariff set by
the Board of Marine Pilots and a "working"” tariff that was
supposed to be adopted by each marine pilot organization in
response to market forces in a competitive marketplace. (AS
08.62.045)

- Created statutory entities in each of the marine
pilot regions called "regional marine pilot organizations."
These regional marine pilot organizations were to supplant
the existing pilot groups. These new regional organizations
must be recognized by the Pilot Board upon compliance with
extensive regulatory requirements. Every Alaska pilot must
be a member of a regional organizations. Every regional
organization must provide the training experience to anyone
who requests it, and must accept for membership any licensed
pilot who applies. (AS 08.62.080(a), .175)

What has happened in the aftermath of the 1991 amendments?

Since the 1991 amendments, the significant developments
relevant to HB 237 involved pilotage regions, marine pilot
organizations, and pilotage tariffs:

Regions

The Pilot Board has increased the number of pilotage regions
from two to four. The former Southeast Region, from Yakutat
southward, 1is unchanged. However, the former Southwest Region
has been subdivided into three new regions:

- the Southcentral Region, from Kakutat to Kodiak Island

— the Western Region, from west of Kodiak Island westward

to the end of the Aleutians and north to the Arctic,

excluding the Kuskokwim River

— the Kuskokwim River Region

Pilot Organizations

There were four marine pilot organizations prior to the 1991
amendments. The Pilot Board has since granted formal recognition



to the four original groups, all of which restructured to comply
with the 1991 amendments, and two additional new groups:

- Southeast Region: SEAPA and ACP
- Southcentral Region: SWAPA

- Western Region: AMP and (just this year) Western Alaska
Pilots Association (WAPA)

— Kuskokwim Region: Kuskokwim River Pilots Association

ACP and WAPA were both formed with the active support of the
steamship industry to compete with the larger established groups
in their respective regions. Industry has been able to exercise
substantial control over piloting by playing ACP against SEAPA in
the Southeast Region and WAPA against AMP in the Western Region,
by favoring ACP and WAPA in allocation of work and in other ways.
Industry has exerted substantial influence over SWAPA in the
Southcentral Region by threatening to ask the Pilot Board to
divide the region into two smaller regions and by holding out the
prospect of supporting a new pilot organization to compete
directly with SWAPA.

Tariffs

The Pilot Board has adopted by regulation a maximum pilotage
tariff for each of the four regions. This "maximum tariff"
establishes the ceiling on marine pilot fees in each region.

In addition, the Pilot Board has approved "working tariffs"
for each of the regional marine pilot organizations. Each of
these working tariffs is structured differently. The pilots in
each regional organization can only charge the fees set out in
that organization®s working tariff.

Why aren"t the 1991 changes working?

A single reason: marine piloting cannot and should not be a
free-market, competitive enterprize in Alaska. As a practical
matter, competition does not work in marine piloting. As a
matter of sound public policy, it should not even be attempted.

The practical problem: true competition does not exist

True competition requires a pool of willing buyers and a
pool of willing sellers. The pool of both buyers and sellers



must be large enough that no one buyer or seller can effectively

control the market. The buyersand the. sellers all have to be
able to act freely in their owneconomic interest. This is the
basic model of a truly free andcompetitive market. The 1991

amendments were based on the incorrect premise that this model
exists or can be crated in marine piloting in the real world.

In truth, none of these factors actually exists. On the
industry side, a handful of people control almost all of the
compulsory pilotage vessels in Alaska. As a practical matter,

these few people dictate which of the competing pilot
organizations will get the work, and their decisions are not
necessarily based on market factor such as price or service.

On the other side of the equation, marine pilots are so
heavily regulated that they cannot respond to market forces the

way a "real world" business can. The only factors on which any
seller can compete are price, service, and its ability to control
its own size and operating expenses. Under Alaska law, no pilot

organization has any real control over any of those factors:

1. Price. The fees a pilot organization may charge for its
services are regulated by both the working tariff and the maximum
tariff. The maximum tariff set by the Pilot Board sets price

ceilings that cannot be exceeded regardless of market conditions.
Once an organization®s working tariff is established, it cannot
be adjusted for a year. There 1is little if any leeway to adjust
fees in response supply, demand, operating costs, and other
market factors.

2. Service. A pilot organization must provide service to
anyone who asks for it, limited only by the number and license
qualifications cf its members. A vessel operator can adjust its
service in response to market forces - send more ships or fewer,
call at more ports or fewer - but a marine pilot cannot decline
to provide service regardless of whether it would be economically
advantageous to do so.

3. Size and composition of membership. 1In the "real"
world, a business can expand or shrink in response to market
forces; if it is hiring at all, it can train and hire only the
best qualified people to make it as competitive as possible.
However, under the 1991 amendments, a pilot organization must
provide training to new pilots ii asked to do so, placing it in
the untenable position of having to train its own competitors.
Further, a pilot organization must accept for membership anyone
with a pilot license; it cannot regulate its own size or limit
its members to the very best (and therefore most competitive)
pilots. It cannot regulate its income and expenses by limiting
the size and composition of its membership. It must dispatch all



its members on a fair and equitable basis, thereby losing the
ability to give priority to its most experienced members.

When a handful of buyers control the marketplace, and when
the sellers are so tightly regulated that they cannot freely make
decisions in their economic interest, there simply 1is no
competition. AMP urges the legislature to recognize this fact
and stop forcing marine pilots to try to compete in a non-—
competitive environment.

What are the public policy objections to the 1991 amendments?

There are two primary public policy objections to the 1991
amendments. The first has to do with industry control over
piloting. The second has to do with what has come to be called
"cherry picking."

The only reason for any state to enact a compulsory pilotage
statute is to ensure public safety. As the Act itself states,
the purpose of compulsory pilotage service is "to assure the
protection of shipping, the safety of human life and property,
and the protection of the marine environment." AS
08.62.040(a)(1). All other considerations are secondary at best.

The public®"s safety interests are only served properly if
there is a corps of properly qualified and fully independent
marine pilots available to serve every ship in eve.ry port, day or
night, at all times of the year. The 1991 amendments actively
impair these interests.

Industry control of marine piloting

The independence of pilots is one of the paramount elements

of any statutory scheme for marine piloting. Under the Alaska
statute, marine pilots are supposed to independent. AS
08.62.163. Pilots must be so independent of vessel owners and

operators that they can freely determine when and how a vessel
can safely be moved in pilotage waters.

As soon as a pilot"s economic welfare is placed in the hands
of the few people who control shipping in Alaska, the pilot"s
independence is in grave jeopardy. Vessel owners and operators
are frequently under heavy financial pressure to keep their
vessels moving. In the maritime industry as in all others, time
is money. Schedules must be kept. Fish processors must move
their product. Passengers must make travel connections.



A vessel operator subject to these kinds of pressures may
understandably have a different view of the perils of weather,
seas, and circumstance from that of a truly independent marine
pilot acting on behalf of the people of Alaska. While no
responsible vessel operator will put his vessel and its cargo at
risk by making a clearly unsafe r. cision, the pressure to cut
corners is unavoidable. The only surety against corner-cutting
is a truly independent marine pilot.

Under the current system, a vessel operator or agent can
shop around for tractable pilots. Vessel operators and agents
can let it be known that a continued flow of business to a group
of pilots depends less on the fees charged by that organization,
but on that organization®s willingness to cut corners. The
simple fact is that the costs of delaying a ship for safety
reasons far outweigh whatever difference there may be in the fees
charged by competing pilot groups. Vessel operators and agents
can and will give the work to the pilots who are most willing to
eliminate delays.

Vessel interests will also give the work to the pilot group

that is most willing to be agreeable at rate-setting time. A
pilot group that has been promised all or most of the work can
afford to set its rates lower than the competition. When the

great majority of the vessel traffic is controlled by a few
people, those few are in a position to make such promises free of
market constraints. Pilots who do not fall into line can be
forced out of business.

Industry can exert economic power over pilots in two main
ways. First and most obvious, vessel interests control a pilot"s
income if they control access to the work. Second and less
obvious, vessel interests can control a pilot"s ability even to
renew his license, because piloting regulations require a minimum
number of vessel movements per year as a prerequisite to license
renewal.

Is industry "the bad guy"? Of course not. However, the
companies and agencies that control shipping in Alaska have their
own economic interests to consider. They understandably will try

to control each and every aspect of their cost equations, and
from industry®s point of view marine piloting is merely another
one of those costs.

From the standpoint of Alaskans, however, marine pilots are

not simply another cost of doing business. They are the
professional mariners entrusted with the safety of lives,
property, shipping, and the marine environment. The private

economic interests of the shipping industry are not necessarily



#

the same as the safety interests of the people of Alaska; the
latter, not the former, should control marine piloting.
"Cherry pickingu

A second public policy argument against the 1991 amendments
involves what has come to be called the "cherry picking” problem.

Every region has its peak seasons and high-volume ports. In the
Southeast Region, the summer cruise ship trade is the high-profit
business. In the Western Region, it is Dutch Harbor and a couple

of other ports during peak fishing periods.

IfT pilots are forced to compete with one another, supply and
demand will tend to concentrate the competition in the high-
volume ports and the high-volume seasons. No one will want to
work in unprofitable ports or during unprofitable times of the
year.

Public safety interests are not limited to peak seasons in
profitable ports. Public safety demands fully qualified,
independent pilots in every port at all times.

That is the kind of full-coverage, year-around service AMP
is committed to providing in the Western Region. However, it 1is
a simple truth that the high-volume ports and seasons subsidize
the low-volume ports and seasons. Without the Dutch Harbor work,
AMP pilots cannot provide service in the remote outports such as
Adak or St. Paul for anything aoproaching a reasonable fee.

Under the current system, vessel operators and agents can
freely give the desirable, high-profit work to one pilot
association in a region and leave the "dregs" to the others.

Even if the members of a pilot group are willing and able to
provide full year-around full coverage in a region, they have no
control over the allocation of work. No pilot group can survive
if its members are not given enough work to earn a reasonable
living and meet the annual experience requirements for license
renewal. Before long, its members will leave the profession or
leave Alaska, and there 1is no guarantee that those left behind
will be able to provide the full coverage required to meet the
safety needs of Alaska.

Without some mechanism to prevent "cherry picking," the
public safety interests of the people of Alaska are at risk.



Can"t we simply allow market forces to set pilotage fees so that
all ports are profitable?

IT pilotage fees for remote ports and low-volume seasons of
the year were set strictly on the basis ofthe cost of providing
the service, they would be prohibitively expensive.
Historically, pilotage fees set by the Pilot Board for all ports
of a region have been predicated on the overall year-around
pilotage revenues for all ports of the region. Under that
system, the high-volume seasons and ports helped pay for service
in the low-volume seasons and ports.

AMP believes that the public interest is best served by
continuing this policy. No publicinterest is served by
discouraging trade to remote parts of Alaska by making pilotage
fees prohibitively high.

How are the state"s interests harmed by having more than one
pilot group competing in a region?

As discussed earlier, the ability to play one pilot group
off against another is the ability to exercise de facto control
over marine pilots and piloting. The handful of people who
control Alaska shipping will inevitably act in their own economic
interests, which are not necessarily the best interest of the
public.

Further, pilots in competition with one another will
inevitably oe under pressure to cut corners on safety. Whatever
interest individual pilots may have 1in so-called "free
competition” 1is clearly subordinate to the public®"s interest 1in
making sure pilots have no incentive to cut coiners on safety.

Industry®s only legitimate reguirement of marine piloting is
that every vessel subject to compulsory pilotage be able to get a
qualified pilot when and where needed at a reasonable rate.
Beyond that, industry has no legitimate interest in controlling
or influencing pilots.

Does HB 237 solve the problems in marine piloting?

HB 237 addresses part of the problem bui: not the central
problem. AMP believes that the only way to solve the problem
altogether is to eliminate the notion of competition, 1isolate
industry from the allocation of piloting assignments, and ensure
that industry cannot exert influence directly or indirectly on
pilots. Marine piloting is first and foremost a public safety



activity. The concept of competition must be eliminated, and
marine piloting should be controlled and regulated exclusively by
the state, not by either industry or pilots.

What HB 237 does do

AMP supports the following changes that HB 237 would
accomplish as written:

1. Restore a single fixed pilotage tariff in each
region. Place tariff-setting responsibility in the hands of
an objective and qualified state agency. Give all
interested parties an opportunity to participate in the
rate-setting process, but the state agency must set piloting
rates in the public interest.

2. Regulate the number of pilots coming into the
profession on the basis of actual need for pilots to provide
services in all ports at all times of the year.

What HB 237 does NOT do

What HB 237 does not do is eliminate the notion of
competition from piloting or insulate piloting from the economic
influence of industry, nor does it eliminate the problem of
Therry nicking."

In the past, AMP has supported a statutory change to create
a single pilot organization in each region. The purpose of each
regional organization would be to dispatch pilots, bill and
collect fees for pilotage services, distribute income to pilots,
and coordinate pilot training in the region. AMP remains
convinced that this is the best solution in the public interest.

However, some pilots oppose imposition of unitary regional
pilot organizations. In some cases, the opposition stems from
bad feelings and distrust that have arisen in the past. Members
of some competing pilot groups do not want to be forced to work
with their former colleagues.

AMP recognizes that unitary regional pilot groups may not be

politically feasible. However, the problem remains that public-
safety is compromised if industry can control pilots by
controlling the allocation of work. If unitary regional pilot

organizations are not acceptable, then the only way to prevent
industry from controlling work allocation is to require a central



dispatching office in every region with more than one pilot
group-

In each multi-group region, industry would contact the
central dispatch office to request a pilot. The dispatch office
would allocate the work among the pilot groups in the region on
an equitable basis.

To solve the "cherry picking” problem, every group in the
region would be required to have a sufficient number of members
with sufficient licensure to serve every kind of vessel in every
port at all times of the year. Industry would not longer be able
to promote "cherry picking” by selective allocation of work, and
pilot groups would not be able to "cherry pick"™ because the
central dispatch office would be distributing all the work, both
high-profit and low-profit, equitably to all the groups 1in the
region. AlIl the groups would share all of the piloting
responsibilities of the entire region.

AMP therefore urges the legislature to expand Hr 237 to
accomplish the fallowing additional changes:

1. Require a central dispatching office in every
region with more than one pilot group. The groups
themselves would set up the central dispatch office in
accordance with statutory and regulatory guidelines, subject
to supervision by the Pilot Board. Each group would do its
own billing, collection, and income distribution; all
groups would share equally in training new pilots. The cost
of creating, operating, and maintaining the dispatch office
would be included in the regional

2. Prohibit vessel operators and agentsfrom being
involved in the financial affairs of marine pilots, pilot
organizations, and dispatch offices.

3. Require pilot groups to have the capacity to serve
every kind of ship in all ports of the regionat all times
of the year, and compel them to accept assignments to
provide pilotage services for all ships in all ports at all
times of the year. Don"t permit pilot groups to limit their
activities to easy high-volume ports, seasons, and trades.

Wouldn®"t this just create a protective monopoly to make sure
marine pilots make a lot of money? How is the public interest
served by encouraging such a monopoly?

One of the common misconceptions about marine pilots is that
they make an unreasonably high income. That is not true. The



average income for AMP pilots in 1992 after expenses was about
$100,000. AMP pilots do not get fringe benefits; they must pay
for health and life insurance, professional liability insurance,
and retirement out of their earnings. Their income is far from
excessive for the level of experience and judgment we expect from
marine pilots.

Marine pilots are, by definition, at the peak of their
profession. The level of experience and training required just
to obtain a license 1is considerable. Comparing the income
figures for Alaska®"s marine pilots to the average income for
other pilots in the Lower 4D shows that Alaska pilots are paid
appreciably less than their colleagues elsewhere.

They are also paid less than comparable professionals in the
maritime industry here in Alaska. For instance, the masters of
the American-flag container ships calling at Dutch Harbor
typically earn about $155,000 annually, plus benefits such as a
retirement plan and health insurance for the same amount of work
AMP pilots typically do each year. A tanker captain can expect
to earn $120,000 annually, plus benefits, for the same amount of
work. AMP pilots also earn less than masters of Alaska Marine
Highway ferries, when the fringe benefits of ferry employees are
taken into consideration.

Opponents of AMP"s proposed changes like to argue that these
are really "rice bowl"” 1issues, not safety issues. Certainly, AMP
does not deny that income is a big part of the equation, nor do
AMP pilots deny their personal interest in making a reasonable
income and having reasonable job security.

AMP does deny that this factor is unrelated to safety.

Marine pilots serve a very different function from those of other
people who must hold occupational licenses issued by the state.
In Alaska, there are only about 100 active licensed marine pilots
to serve a state with more coastline than the rest of the United
States combined and some of the worst weather and sea conditions
in the world.

If some of the thousands of hairdressers, accountants, and
lawyers licensed by the state are forced out of business, public
safety is not compromised. But if marine pilots are forced out
of the profession or out of Alaska because they cannot make a
reasonable living, or do not have reasonable job security, public
safety is at risk. IT a marine pilot cuts corners in order to
make a living, public safety 1is at risk.

Marine pilots are like air traffic controllers, who control
the airports and air space in the public interest, not in the
interest of one airline or another or the airline industry in



general. It is in the public interest to encourage experienced
marine pilots to stay in Alaska. In marine piloting, it 1is the
year-in, year-out accumulation of experience with different

ships, different weather and sea conditions, and different ports
that serves the public interest. Alaska has a clear safety
interest in encouraging the best, most experienced pilots to stay
in Alaska, not only to move ships but to train new pilots.

In a true competitive environment, the best survive and the
least capable are forced out. Ilronically, the reverse is true 1in
marine piloting in Alaska. The most qualified pilots are the
ones who will leave first, because they have the best
opportunities to go elsewhere for a reasonable income and
reasonable job security commensurate with their professional
standing.

How does regulating the number of pilots serve the public
interest? Why not continue to allow unlimited access to the
profession?

Regulating the number of pilots serves at least two
important public interests. First, it prevents the risk of
corner-cutting on safety and the dilution of professional
expertise that inevitably results when too many pilots are

competing for a limited amount of work. As noted above, pilot
regulations establish a minimum level of annual piloting
experience to renew a license. However, the public interest is
served by encouraging more than just the minimum level of
experience. We want our pilots to move a lot of ships in all
kinds of weather in all of the ports 1in a region. That can"t

happen if the work is being spread around among too many pilots.

Second, regulating the number of pilots permits the state to
establish a reasonable pilotage tariff in each region based on a
target income for pilots. As noted above, the only way to ensure
a stable corps of experienced professional pilots is to give them
a reasonable expectation of a reasonable income and reasonable
job security.

However, that will work only if there is some control over

the number of pilots. It does no good to fix a tariff based on a
target income if you do not also regulate the number of pilots
working under that tariff. For this reason, AMP supports the

provisions of HB 237 that would allow the Pilot Board to regulate
the number of pilots in each region.

Marine pilots should be treated no differently from other

public safety personnel such as policemen or firemen. Alaska
does not permit anyone who wants to be a state trooper to move
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into that profession at will. Rather, the state brings new
troopers into service when and as needed through an equitable
system of application and examination.

What are the trade-offs for marine pilots under such a monopoly?

In return for the reasonable job security afforded by
monopoly treatment, pilots give up control over what they charge

for their ser/ices. They surrender to the state the authority to
set pilotage rates. They subject themselves to comprehensive
state regulation on training, licensing, and discipline. They

agree to provide top-quality pilotage services to every vessel
every day of the year 1in every part of the state.

Does the legislature have the legal authority to create such a
pilotage system?

Absolutely. Marine piloting is regulated by law for the
express purpose of advancing the public welfare. It is a public
safety activity, not a matter of private commerce, with both
federal and state governments exercising control over piloting in
their respective jJurisdictions. Governments at every level enjoy
broad police power authority to act in matters of public safety.

Promoting public safety is one of the basic objectives of
government. Whenever public safety is threatened,, government has
the right and obligation to cope with the threat by any necessary
and appropriate means, subject only to constitutional
limitations. Suber v. Alaska State Bond Committee. 414 P.2d 546
(Ak. 1966). Both state and federal pilotage statutes have been
enacted expressly to deal with the public safety hazards created
by vessels moving in U.S. navigable waters without local marine
pilots.

Any legal challenge to a state scheme that regulates or
limits access to employment (such as HB 237"s proposed regulation
of the number of marine pilots in the state) would be based on
the equal protection provisions of the federal and state
constitutions. The argument from someone who 1is being denied
unrestricted access to employment as a marine pilot would be that
the state 1is violating the equal protection provisions by
discriminating in 1issuing marine pilot licenses.

Alaska®™s supreme court has ruled that the right to engage 1in
a certain kind of employment is not a fundamental right.
According to our supreme court, it is an "important" right, and
any statutory restriction on that right must be "closely related"”



to a legitimate state interest. Matson v. Commercial Fisheries
Entry Commission. 785 P.2d 1200, 1205 (Ak. 1990).

The safety of shipping, human life and property, and the
marine environment is clearly a legitimate and compelling state
interest. Regulating the number of pilots in the state bears not
simply a "close" relationship to that interest, but a direct
relationship, for the reasons outlined above.

It is important to note that AMP"s proposals would not
"disenfranchise" anyone currently holding a state marine pilot
license. Alaska law properly protects vested property interests,
and a strong argument can be made that anyone currently holding a
license has a protected interest in continuing to use it. AMP"s
proposal would only apply prospectively, to regulate licensure of
new pilots.

Another point worth noting is that the federal government
reserves the right to impose compulsory pilotage in any state"s
waters if that state does not do so. Under 46 USC 8503(a), the
federal government may impose pilotage on any vessel engaged in
foreign commerce and operating in U.S. navigable waters "when a
pilot is not required by State law."

Under the 1991 amendments, it is possible that pilots soon
will not be available to service Alaska®s remote ports, low-
volume ports, and low-volume seasons. There 1is nothing currently
in Alaska law to preclude cherry picking; pilot groups are not
required to accept any and all requests to provide pilotage
services in every port in the region at all times of the year.

A state regulation that identifies a particular port as
compulsory pilotace waters 1is meaningless if there are no pilots
to serve that por".. If it comes to pass that pilots are not
serving parts of Alaska, the federal government has the authority
to step in and impose a federal pilotage system.

_O_
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MEMORANDUM

TO: All Legislators

FROM: Alaska_ Marine Pilots ,
Capt. Thomas Dundas, President

RE: HB237 "An Act Relating to Marine Pilot Licensing and Tariffs"
DATE: March 23, 1993

The attached is a brief overview of "The Essential Features of State Pilotage". The
%uthot Ot'f the article, Captain Pat J. Newly, Jr., is a past president of the American Pilotage
ssociation.

This article is lorovided to give you a context in which to consider HB 237. If you
have any questions, please contact me at 586-3737 or Boh Evans at 364-3360.



THE ESSENTIAL FEATURES OF
STATE PILOTAGE
Captain Patbﬁl. Neely, Jr.

Inits April 15, 1992 editorial, "Freeing the Tiller," the Journal of Commerce
succeeded in collecting in a few paragraphs many of the most often repeated
myths and misconceptions about the state pilotage system. Given the
acknowledged success of the system and the availability of accurate, reliable
information about it, it is difficult to understand the persistence of these myths and
misconceptions.

Debate over various aspects of the state pilotage system is perhaps
unavoidable and, under the right circumstances, can be beneficial. For the debate
to have any value, however, it should be informed. It should proceed from an
understanding of the essential features and objectives of the state pilotage system.

1. The State Sysvem. There is only one pilotage system in the United
States - the state pilotage system. Unlike the limited federal pilot licensing
program administered by the Coast Guard, the state system is a comprehensive
regulatory system of training, licensing, discipline, economic regulation and
operational oversight. The objective oi tate regulation is to ensure the availability
of trained, local navigation experts 24 hours a day, 365 days a year.

Through the state pilotage system, the state's interests in the protection of
life, property and environment and in the expeditious flow of waterborne
commerce are protected by the presence on the bridge of a ship of a pilot whose
primary responsibilities are not to the owner of the ship and the owner's economic

interests but to the state. Shipowners are assured that a well-trained, competent



pilot will be provided in a timely manner and that the ship will be charged a
standard pilotage fee determined by the state to be fair and reasonable. Subject to
the normal uncertainties of the shipping business, state pilots have an opportunity
for a career that combines public service with rewards sufficient to justify the large
investment that each pilot must make in his pilotage operation, not only financially
but in terms of training and professional dedication.

2. The State Pilot. The essence of pilotage is to provide navigational
guidance in waters where special knowledge of local hazards is necessary.
Compulsory pilotage is governmental safety regulation. When a state requires a
ship to utilize a state-licensed pilot, the state seeks to protect its interests. The
state pilot is on the ship to serve the state. For that reason, state pilots are
deemed state officials either by specific statutory direction or through recognition
as such by administrative or judicial decisions.

3. The State Pilot's Independence from Shipowner Control. Perhaps the
most import important aspect of a state pilot's traditional status and function is the
state pilot's freedom from control by a shipowner. The state pilot strives to
provide good service to a ship and to satisfy the shipowner and the owner's
interests while fulfilling the pilot's primary duty to protect the public interest. Any
conflict that might occur between the interests of the ship and those of the state
must always be resolved by the pilot in favor of the latter. A state pilot is required
to exercise independent judgment and to make navigational decisions in the
interests of safety that may sometimes be contrary to the immediate wishes of

other parties involved in ship operations.



Some shipowners would like to be able to select the pilot that will handle
their ships. States reject that practice because it is inherently inconsistent with
the primary duty owed by a state pilot to the public. It would be foolish and naive
in the extreme to believe that a shipowner's desire to avoid ship accidents is all the
protection that a state needs. If that desire were indeed so predominant that it
would always be the overriding consideration in all actions by a ship's agent,
charterer, manager, master and others who are typically more involved in a ship's
operation than the shipowner, no safety regulation of any kind would ever be
necessary. Of course, that is not the case. It is quite appropriate and proper for
states and other governmental bodies to impose safety regulations on shipowners,
and the single most important navigation safety requlation that a state can have is
the requirement that a ship take a state pilot.

4. Pilot Commissions. For 22 of th<* 24 coastal states, the vehicle tor
regulating pilotage is a pilot commission. These commissions vary considerably
from state to state in their composition, their functions and their legal status within
the state governmental framework. For this reason, generalizations about pilot
commissions are dangerous.

It is not true that pilot commissions are typically dominated by pilots and
retired pilots and that through these commissions pilots set their own rates. Only
three states (soon only two) have pilot commissions in which a majority of the
members are pilots or pilot representatives. In only one of those three states does
the pilot commission set rates.

5. Pilot Associations. Pilot associations facilitate state regulatory oversight



and further the intended objectives of the state system. As an example, each pilot
association maintains a rotation system that ensures that each ship will be serviced
without discrimination and will receive a rested pilot whenever needed. Also, as
agents for the state, most pilot associations administer pilot training programs.

By sharing expenses, pilots in an association are able to acquire, crew and
operate pilot boats; obtain other equipment such as radars, computers, radios and
transportation vehicles; and maintain dispatching, vessel-tracking, recordkeeping,
billing and other services required for a reliable pilotage operation.

6, Pilot Training. State pilots traditionally learn their craft under the
tutelage of senior pilots. This is hands-on, locality-specific training, which is a
prerequisite for a state pilot license. By contrast, a federal pilot license requires no
prior pilot training and is typically issued on the basis of an individual's experience
as a member of a ship's crew.

Those who decry the lack of a minimum national standard for pilot licensing
ignore the fact that every state-licensed pilot also holds a federal pilot license. The
federal license provides the minimum standard. Fortunately, even the least
stringent state's pilot license requirements far exceed the requirements for a
federal license.

The state pilotage system is constantly improving. In many states, training
and licensing standards are being made more stringent, oversight of pilot conduct
and pilotage operations are being enhanced, and pilotage requirements are being
broadened and more rigorously enforced. If the state system is to continue to

evolve in a positive way and to maintain its traditionally high standards in a
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changing shipping industry, however, the quality of discourse about the system
must improve. Opportunities for real progress are missed when those who support
the state system must spend their time rebutting groundless factual assertions and
explaining that what critics cite as the outrages of the system, such as training
programs, piiot associations and freedom from shipowner control, are, in reality,

the fundamental strengths of the system.
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February 7, 1994

Representative Bill Hudson
Alaska State Legislature
State Capitol

Juneau, Alaska 99801-1182

Dear Representative Hudson:

Joe Kyle of Pacific Associates has forwarded to me a copy of
your January 31st letter addressing HB 237 and resolve of
remaining issues between industry and pilots.

During the past year there have been significant gains be—
tween pilots and industry throughout the various pilot
regions. Until December 1993 our efforts have focused on
issues in the westerly and southcentral regions. I believe
everyone would agree that 1in those regions consensus has
been reached regarding tariff and other principal concerns.

Although pilots and industry in the southeast region were
working with existing tariff understandings, Southeastern
Alaska Pilots"™ Association (SEAPA) 1in December of 1993
requested that pilots and industry begin discussions
regarding long term tariff commitments. On January 12th
representatives from Alaska Maritime Agencies and Southeast
Stevedoring met separately with SEAPA and Alaska Coastwise
Pilots Association (ACP) to initiate discussions regarding
tariffs and long term impact of projected volumes of cargo
shipping activity. My 1impression of the meetings that day

were positive, with discussions open ar.J constructive. We
all agreed to resume discussions before or at the next
scheduled Pilot Board meeting this month. I have confirmed

with SEAPA and ACP that we will meet this next week
(February 7-9) in Juneau.

While | to am anxious about the prospects of resolving
tariff issues, | am concerned that setting a completion
deadline will alter the mood of continued negotiations. It
may have taken 1industry and pilots of other regions months

FAX: 907-225-854 t’AIM.F. ADOKHSS: SOUSTEVU TELEX: 099-565206



of negotiations to reach a tariff agreement, but compromise
was attained and all parties were satisfied. Most impor—
tantly, the negotiations occurred without outside influence
or pressures.

Tariff issues may appear paramount, but as the Board of
Marine Pilots continues to adopt new regulations relating to
entry level qualifications, training and proficiency re—
quirements for pilots, the importance of work opportunity
for all pilots will be significant.

I assure you 1industry is as anxious as pilots to resolve
tariff and work related differences. We will continue to
meet and negotiate with SEAPA and ACP toward an equitable
and achievable comprise. Joe Kyle will keep you adx/ised of
the progress of these meetings. Thank you for your con-—
tinued involvement and concern in Alaska pilotage.

Respectfully yours,

SOUTHEAST STEVEDORING CORP.

Vice President

cc: Alaska Steamship Association
Representative William K. Williams, Juneau
SEAPA, Ketchikan
ACP, Ketchikan



. P acific Associates

116 Gold Street Juneau, Alaska 99801 (907)586-3107 FAX S86-1001

March 30, 1993

The Honorable Bill Hudson

Chairman, House Labor and Commerce Committee
Alaska House of Representatives

Juneau, Alaska 99801

Dear Mr. Chairman:

0n behalf of the A, ska Steamship Association (ASA), thank you for this opportunity to
submit a statement with regard to House Bill No. 237, '"An Act relating to Marine
Piloting and Tariffs". While we have previously submitted informational material for the
committee”s briefing packets, the following statement applies directly to the proposed
changes House Bill 237 makes to the existing Marine PilotAct.

1) On page two (pertaining to lines 18 through 24), and page three (pertaining to
lines 4, 5, 12, and 13), the ASA opposes any additional regulatory effort to restrict the
number of licensed marine pilots in the state.

We believe sufficient encumbrances already exist to limit levels of participation. Two
examples are particularly pertinent:

The training program adopted by the Alaska Board of Marine Pilots at their November,
1992 meeting, establishes rigid entry level requirements before one can apply tobecome
a licensed marine pilot. Once an applicant has been accepted, an additional two to four
year training program must be completed before licensing as a Marine Pilot can occur.
This program will unquestionably dampen the ability of aspiring pilots to enter the
industry. As the attorney for the Southeast Alaska Pilot Associations commented to the
statel during the debate over the current pilot act in 1990: " Ifentry qualifications are
increased, this of itselfwould serve as a limitationupon the number of licenses issued."

Additionally, the Alaska Board ofMarine Pilots has adopted new and substantive re-
gualification requirements that will also serve to limit the number of licensed pilots.
These requirements are imposed upon all licensed pilots throughout Alaska, and
contain substantial criteria (port calls, etc.) which will nake itdifficult formany current
pilots to retain their licenses.

1Letter from Mr. Paul Kircher to the Office of the Governor, dated June 25, 1990.
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Table 1shows the number of existing licenses up for renewal on a biannual basis since
1980, and Table 2 reviews the number ofexpiring and new, first-time licenses since
1980. These tables clearly display the numerical limitations Imposed by the current

Act.

In contemplating a system to limit the number of licensed pilots, it ls impossible to
Ignore the Impact of limitation upon pilot income levels. In fact, the primary purpose of
a limitation system is to protect or increase the existing salary levels. In order to
determine the need for such protective measures, the Committee should be aware of the
current salary levels for pilots inAlaska. According to the Alaska Department of
Commerce & Economic Development, the per capita income level for pilots inAlaska is
in excess 0f$100,000 per year; inone region, the per capita level is in excess of
$225,000 per year.2 Surely these income levels are adequate.

The Alaska Steamship Association opposes any effort to place a state regulatory agency
In the position of determining the number of pilots necessary tomove commercial cargo
and passengers to, from, and within state waters. We believe the mechanics ofa free
market will more efficiently determine that number. The entry level qualifications in
effect as a result of the current Act surpass those required by most maritime states, and
serve as a barrier to unqualified or unwanted entry into the profession.

2.) On pages three and four (pertaining to lines 15 through 31, and 3 through 12.
respectively), the ASA generally supports removing the tariffsetting responsibility from
the Alaska Board of Marine Pilots to another rate setting entity. We are not prepared to
support moving the responsibility to the Alaska Public Utilities Commission (APUC)
because the additional costs that move may impose upon the industry have not been
clearly identified. To reiterate, we do agree with the intent of the bill to move the tariff
setting responsibi lityto a professional rate settingbody (ie., the APUC, or a rate setting
board chaired by the American Arbitration Association).

We strenuously object, however, to the provisionswhich call for the rate setting entity to
set a fixed, rather than amaximum, tariff. The current Act permits competitionviaa
working tariff, which may ormay not be set below the maximum tariff. The working
tariff Itself Is established through Industry and pilot association negotiations. This
process has served the state well over the past two years. Safety has improved, and the
level of service to our customers has also Improved dramatically. Additionally, we no
longer experience the intolerable situation ofbeing told a pilotwill report tomove a ship

2Alaska Department of Commerce & Economic Development statistics purport pilot Incomes to
range from approximately $20,000 per month for sixmonths work up to $30,000 per month for
eight months work.
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in 36 hours, only to be told 36 hours later to go ahead and move the ship without a
pilot.

We are concerned with the vague language which purports tomake equipment a part of
the tariff, although we could support specific language that Identifies the equipment
allowable under the tariff.

We do not believe providing amechanism to Inflation proof a pilot's salary Is necessary.
As stated above, the average pilot’s incomt level appears to be substantially greater
than all public employees, Including the Governor.

Lastly, we oppose the language which places Alaska tariffexpenses In the category of
those™ In accordance with accepted maritime industry practices and standards"”. We
befleve the Congress left pilot regulations to the Individual states because the needs of
pilotage are locally specific. Pilotage Is, of necessity, a local matter and best
administered by tire states In accordance with state needs. While some generalities may
apply to pilotage, the most common thread In pilotage Is that it Is locally administered.
In the lower 48, ithas also generally evolved into a monopolistic, heavily state regulated
and administered system with accompanying high costs.

We acknowledge that pilotage InAlaska Is different from the Lower 48. and we believe
Alaska Is better offas a result. Characteristically, pilotage InAlaska is performed rvith a
great deal of professionalism, responsiveness to industry needs, and at a reasonable
cost. The public, the state, the industry, and the pilots are well served. In large part,
this Isdue to competition. We do not need to emulate the monopolistic and costly
pilotage systems prevalent In the Lower 48.

Mr. Chairman, Icertainly hope that conformance to the how the Lower 48 "does things"
isnot the criteriaby which Alaskan Issues are judged.

With your Indulgence, Mr. Chairman, we Intend to submit an amendment to the
proposed bill In the near future. We believe that while the current Act Isgenerally a
good one, and the result of compromises worked out between Industry, pilot
associations, and the legislature two years ago, problems nevertheless exist. We look
forward toworking with you, the committee, and the various pilot associations to
address them.

Respectfully Submitted

J. M. Kyle, Jr.



Number of Licenses

TABLE 1

Number of Licenses Up For Renewal

Nearly all current pilot licenses must be renew getw en 18‘1)2 and 1994. Renewals are
subject to the more strigent requirements speC| led In the 19

1980 1982 1984 1986 1988 1990 1992 1994

Source: Alaska Department of Commerce & Economic Development



Licenses Expiring

TABLE 2

Trends in the Number of Expiring and New, First-Time
Licenses

Since the passage of the 1991 Act, new licenses are.subst?ntlall mare djfficult to obtain
and mor stnrﬁe t sfandar sapRIé/ forrenewalofemstgw Icensés. T1lis |? Ue, at‘]east,m
Par,t,,tot e emphasis the 1991 ACt places on safety and Implementation of comprenensive
raining programs. These factors will result in a de facto limitation in the number of
pilots dvaildble to serve the industry.

Source: Alaska Department of Commerce & Economic Development

New, First Time Licenses



MEMORANDUM

T0: Representative Bill Hudson

FROM: Thomas Dundas o
President, Alaska Marine Pilots

RE: An Act Relating to Marine Pilot Tariffs
Word Draft 8-L50808\J - Cramer 3/11/93

DATE: March 16, 1993

The draft legislation progosed will improve the Alaska Pilotage Act, but does not go
far enough to free pilots from the control of agents and ship owners.” This is particularly
true in regions where more than one B”Qt group exists and the industry side is dominated by
one company. Alaska Marine Pilots believe that this is not in the State's best interest. Pilots
must be completely independent from control by agents or ship owners and make decisions
based on tralnm? and experience. The pilots must make decisions to assure the safety of
shipping, protection of human life and property, and the marine environment. The decisions
should nut be made because of pressure to get the job done or Possmly_lose the business.
Pilots should function as a public service or utility, and must offer service at a reasonable
rate to all who request it

~ This bill would place the rate-setting for pilotage tariffs into the hands of the Alaska
Public Utilities Commission and will welcome input from all interested parties. The shipping
industry, consumers, and the public are protected by a mountain of regulation to guarantee
that when a pilot is requested, a pilot will be dispatched in a timely manner and be fully
licensed and trained to do the job at a reasonable rate. On the other side of the equation, the
pilots must be protected by requilation as well.

~Itis in the State's best interest to secure and perpetuate the highest quahtz pilotage
service possible and at a reasonable rate. This can only be accomplished throu? regulation
and not through a belief in competitive market forces. By proposm? that the Alaska Public
Utilities Commission become the rate-settln?_ body for p||0ta?e tarifts, the industry and the
State would seem to be recognizing the public service or utility function of pilots and the
need to stabilize rates to protect commerce. Regulations are in ,olace and more are proposed
that will guarantee pilots will be available in a timely manner. In return, the pilots must be
assured Protectmn by limiting the number of licenses per region, equitable dispatch and
dispersal of revenue, no cross-regional licensing, fair access into the profession, access to
training, etc. A very important area, equitable dispatch and dispersal of revenue, is not
addressed and is an area that remains in the hands of industry monapolies in regions with
multiple pilot groups.
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~ We believe that this bill should include a provision for a sirbgle pilot group per region
which is open to all pilots licensed for that region. Or, as a second choice, a regional
dispatch entﬂy siould be created that would function much as a single pilot group but would
be more costly. In any event, we feel there must be a state-sanctioned entity that would
separate the Pnots from the control of agents and ship owners. To expect competition
between pilot groups is unfair when the Alaska Public Utilities Commission will set the
tariffs for the region, pilots are obligated to serve all vessels who request a pilot, and the
industry side in a region is controlled by one company.

Alaska Public Utilities Commission Section 4 AS 08.62.045

~ AMP concurs that the Alaska Public Utilities Commission would be a ?ood body to
set pilotage tariff rates, but this change must be coupled with protection for pilots through
regulation as discussed. The language change discussed makes it clear that private contracts
must charge the same rate as the regional tariff. We have a problem with private contracts
in regions that have more than one pilot group for reasons that will be discussed later.

Private Contracts AS 08.62.045(g) AS 08.62.175(e)

When contracts exist between pilots and aﬁents or ship owners in a region where
more than one pilot groug operates, problems will be caused at the board level when trying
to set fhe maximum number of pilots per region. The smaller group will contend that more
Enlots must be licensed in the region so that group can fulfill its contractual obligations even
hough enough |0||ots are already licensed for the region, but belon? to another Rnot
association. “Allegations of anti-competitive practices will no doub ough a
statute is enacted.

arise even t

This problem would seem to be most prevalent in Southeast Alaska, but could no
doubt arise elsewhere. The practice of bringing in masters from the Marine Highway System
for 10 to 30 days is common in the peak season when perhaps full-time pilots from another
association would be idle. Work should first go to full time Clmlots until they are utilized and
then dispatch part time pilots. A single dispatch office would solve this problem.

Limiting the Number of Regional Licenses AS 08.62.175(10)(a)

~ AMP agrees that the maximum number of licenses per region should be set and
reviewed from time to time. |f only one pilot group exists in a region or there is a regional
dispatch entity, the optimum number of licenses could be set with relative ease. If, however,
the notion of competition continues to be embraced, the board will face severe challenges
from smaller, industry-favored pilot groups who will contend that they must have more new
pilots to fulfill contractual obligations. This will occur even if previously licensed pilots
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from another group would be idle,
Single Regional Dispatch

A state-sanctioned dispatch ent_|t}/_ should exist in each region. It could be the pilot
group itself in regions with one association, and this could be the most cost effective and
efficient. However, in regions with more than one P|Iot group, a regional dispatch should be
established. This_office would be the contact point for agents to arrange pilotage service. |
would be responsible for equitable dispatch of work and would collect and disperse revenue
to pilots. The central dispatch idea would make it much easier to arrive at the optimum
nun%belrof licenses needed per region. It would also make pilots independent from industry
control.

Section 7 AS 08.62.080(c)
~ The language in this section would seem to allow an argument that a pilot could be
licensed to work in a part of a region. The Ian%uage should be clarified tc assure that a pilot
must be licensed to work an entire region or “cherry picking" will occur.
Conclusion

‘The mix of strict state regulation, rate setting by the Alaska Public Utilities
Commission and the notion that competition should exist in p||ot|ng1 IS unfair and
unworkable, especially when the industry side in a region is controlled completely, or for the
most part, by one company.

Thank you for taking time to consider our suggestions. We do appreciate it

TD/djf.001



Alaska Coastwise Pilots Association Marine Pilotage

P.O. Box 22694 Dispatch Service
A Juneau, Alaska 99802 Ketchikan Office
Telephone: (907) 586-2272 (907) 225-7245

Fax: (907) 586-2379 (907) 247-4568 (Fax)

Rﬁ resentatlve Bill Hudson
Chairman, House Labor and Commerce Committee
jA aska Leglslature

neau,
Al1aska 99811

_ March 25, 1993
Dear Representative Hudson,

Our Association, consisting 0 rommate one third of all ractlcm ||ot In
Southeastern Alaska, a pr |ate he |nt res have taken| theh/l ne Pi gtal%%Statute
syou are aware, nez? artles nvove M rine |ota ave foun g ems In
glgw rﬂent tion of t eM rlneP|?tage ctol 1. ro ems are not ¥tw0
sided, with Industry pitted aﬂamst ofs. Pilots are divi ed n several Issues also.

state must not take sides In the economic matters of pLjt groups

MonopoIP/ IS not and never haslmnaprerequmteo safe ||otage in this state or in any

ot er. Pilot roupswhlch have held @ defacto MQ Qg ustma e an economic

J)Lgstment g acom et|t0r nters the market. This Isanatural Processt %ta‘?phes to all

professions and pusinegses I the United States. It serves little Ip pose[] ate fo
‘tervene providing turt, tariff orot er economic protection for one of these competitors,

| nreflts of boycotts must not be allowed to intimidate the state into market- flxmg

legislation,

Meaningful |mﬁrovements could be m (?de to the Marlne Pllota?e statute to make comgt)etent

Pllota e'the ce tral themeo the Boara of Marine Pilots, rather than economic protectionism

or a few pilof groups. | have attached some suqaested amendments to assist'your
commﬂteg In thga (wr)ectmn 9 y

Sincerely,



About the Alaska Coastwise Pilots' Association:

The Association was formed jn 19%8 by m rrneprlot Whg sou%]ht
an opportunrt to work outsr eoft etwot en- estab ?( ed. marfne
rIotag ssociations in Alaska:; tﬁ Southeastern Alaska Pilots' Association
~and the S?uthwgst Alaska Pilots" Association g
enewgrou was formed to promote access {0 what was. eoreaclosed
shoR proféssion in Alaska, and'improve conditions for marine pilots
In the state.
In late 1990 and early 1991, they were joined by other experienced marine
grlgts nearly all of vryhom ha]d egrlrervrrorked foyr ne o? Ee o?derassocratrons
all of whom desireq higher % essional stan ards and hetter ma 9ement
rn therrdrs atch or anrzat roup obtaine acontractwrt Ho ang
America Lr eastr)tberrstent into the egtage drf atch husrnesF Soon after-

Ward oval Carjbhean Crur Lrne(ror P tage client o the ssocla-
? ssocrﬂtrorn commenc ﬂ ?pera? { ghout Southeastern
aska In the F a 1991. To date, a ots of the Assoclation are

career accident-free, and have an average o% thﬁteen years of Alaska pilotage
experience.

Just as the Alaska Coastwise Pjlots Assocratron came into berng the two
Prevrous omrnantorrqaanrza lons, SEAPA and SWAPA pooled their forces
nPromo ‘n new legis tron%rou hthe State Alaslﬁa le Islature see Hq
tq reestablish their onge-airtight mon olres T F grsatro Was Intended 1o
grve regiona ? L tur lprote tion to t errsel -define lons”, powers of
o ?rce ent ot fixed prices, and exemrftron rom antrtrus awsiethegsﬁrould

onger a\(e to def therrmor[%) practrces IN C urt (f
CO&S} Ise Pllots As ocratron MEMDErS h%i t? ﬁ POSE | egrﬁ lation
y aska le ature pﬁSSG

srm toremarn in business. q
arine Pilotage Act, which contrnues 10 a| oW comp trtron in‘the pilotage
pro ession.

The/élaska Coastw se Pilots As o ratron is a full service pilotage ?r anr%atron
[ovi hour ISpatc ca nr¥ re In.S outhe ster g [om
rxonE tra ceto Yaeutat a mar ta so ce in etc rka[r an Hnearr It
Serves vesses of all classes ow ers r Iverse cliente Aacu es all of
the major shipping firms an vesse agen es servrng Alaska, and the U.S. Navy.

revised March 25,1993



Pacific Associates
116Gold Street Juneau,Alaska 99801  (907)586-3107  FAX 586-1001

March 29,1993
Ms. Lynda Giguere _
Housé Labor and Commerce Committee

Alaska House of Representatives
Juneau, Alaska 99801

Please accept the attached documents for the briefing books for tomorrows Labor and
Commerce Committee hearing on House Bill 237,

Hopefully, they are self - explanatory. | will be happy toanswerany questions.
Sincerely,

Joe Kyle

Letter from Pacific Associates to Presidents of Alaska's pilot assocs.
& . . .
i Graph depicting steamship agency dishursements to pilot assocs.

Attachments: 23 Letter from Ma[P/, Truitt

4
{g Graph depicting expiring pilot licenses

Graph showing trends in expiring and first time licenses



