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TO: House Labor & Commerce Committee
PM: Mary Truitt

Dear Chairman and Members of the Committee,

My name is Mary Truitt. I am a native Alaskan and spent eight years working
in the Aleutian chain attending ships over all of western Alaska. I no longer
do this but now act as agent in the summer season attending cruise ships
calling S.C. Alaska Ports from Mav through September.

Those early days, iIn the 1980s, were extremely difficult in the handling of
vessels iIn the remote Alaskan waters. Ships frequently were told to wait the
required 36 hours then, when no pilot arrived, move without one if the Captain
felt confident or continue to wait if he did not. The Eressures of business
often made the captains decide to move when they might have preferred to wait.

Some ships would not even request a pilot but move without, which created
great animosity among our principals who tried to comply with the regulations.
These "maverick'™ ships were rarely caught and the i1llegal and unsafe activity
not only saved them the cost of piloting but the valuable time which allowed
them to "'‘grab” cargo while a law abiding vessel sat and waited. The comment
from our principals that we heard over and over again was "If a pilot 1is
required then a pilot should be available™.

There were NOT enough pilots available to cover the area because many of the
pilots, i1n the only group available to us, did not want to come out to Bristol
Bay to move fTish carriers; ‘'cruise ships and tankers were easier and more
profitable. I heard this from the pilots themselves. Another part of their
Jllter would be on vacation even though it was the busiest time of the year.
Wre ones that did come out (usually the newest members) would work long and
hard to cover the demanding schedule. Much of their time was spent
transporting themselves from onebusy location to another. Then, when
exhausted, would return home andanother would be sent out. This was, of

course, expensive as well as inefficient.

Another ﬁractice that was employed during those times was the '"convoy system".
Often, the one pilot would board the first of two or more ships wanting to
proceed to the next port and lead the other(s). This was usually through
shallow and treacherous passages because, were i1t not, the captains would have
optted to wait the 36 hours and proceed without pilot. There would be little
chance that the pilot could return and physically take each vessel in the
allotted 36 hours. The convoy resulted in the grounding of at least one vessel.
It should also be noted that thecharges for this 'service"™ came through as if
the pilot were iIn fact on the bridge of each ship so therewas little

incentive to send us more pilots.

It was evident that the needs of the Alaskan fisheries were not to be met by
the existing pilot group even though we would have yearly meetings with the
pilots and repeatedly pointed out the serious and continuing problems. We
would receive encouraging words and promises but little, if any, 1mprovement.
We eventually took our problem to the Pilot Board. They listened and agreed
that our area had not been properly served. The pilot association, S.W.A_P.A,
was directed to provide enough pilots to adequately cover the area. However,
the Pilot Board seemed dominated by pilots, even though we had two seatson
the board Tilled by people from themaritime industry, and there was little
rovement. We had another season of poor service and the resulting
‘ strations.



In time S.W.A.p.A. managed to annoy a few of their own members enough that
ey left and formed therr own group, A.M.P. They came up with a plan_ that
ressed the needs of the fisheries iIn a proffessional way. We had ?ilots
at stayed in each of the busy areas and moved the vessels i1In a timely and
safe manner. It was not necessary for one or two pilots to try to cover the
ast area by themselves. The problems dissolved immediately and dramatically!
No more vessels and cargo waiting for pilots. No more convoys. Costs were
lower because of lower travel eernses and becter efficiency. The new group
manned the areas and stayed on the scene. Our principals were satisfied that
pilots were available iIn a reasonable length of time. Ships moved safely and
quickly WITH pilots on board.

The simple fact that the market had options made western Alaskan waters safer
and the trade served much better. It might also be noted that the other areas
served by S.W.A_P_A. received better service, too. The reason seems clear.

It would be a tremendous loss to go back to the outdated system. Things are
better, much better except perhaps for a few of the previously priviledged
pilots. The state is better served and safer than it was before and 1 firmly
believe that competition Is the major reason. I do not believe that anything
would have changed without 1t.

Thank you for listening to me on this matter. 1 feel strongly about it and 1
believe that my years on the scene have given me an insight to the true

picture.



Pacific Associates
119 Seward St., Suite 8 Juneau, Alaska 99801 (907) 586-3107 FAX 586-1001
MEMORANDUM
March 5,1993 Sent via fax
1 page total
To: Captain B||I Swann SFAPA) 907-241-9696
Captain M EeSenc ACP 907-241-4508
Captain M eSone SWA 907-835-2134
Captain T o Dun a AMP 907-581-1372
Captajn o ryn PA) 907-581-3902
Captain Ron Sumstad (KPA) 503-225-1257
From: Joe Kyle _ .
Alaska Steamship Association
Subyj; Industry/Pilot Association Meetings

As aresult of recent telephon(e conversanonﬁnd meet|ngssﬂgt\év%e{]lsanodh%rggngr|nd stréapdlots

Fi] esentative Udf n mmissiaoner Funs aCOBf
e]st rocess to Iow 0 eahngwn varl) smt n]rrentMannePnotAct
Whet %resentatlve Hudson Int Oﬁiucesa amenj the Act this session or nqt, we
be||eve that'he and Commissioner Fuhs want industry and the p|Iots to enter into Serious

%tissmns now, fo narrow their various differences and hopefully reach agreement over several
problem areas in the Act.

The Alaska Steamship Association ( ASA& wants to pIaK a constructive role in these discussions.
In an effort to get the ballrolllng We nee omtso c0 éactwnhln eac p,lot assoma‘lon to assist
Ainth eﬁre aratory work n cessargl 0 nsuret se discussions are held In a |meymanner
JoeK Ieg 907-586- ?107 fax 907-586-1001) wil f BomtofcontactforAS Please
respond to lum as rapidly as possible with the name(s) of your paint of contact, so we can begin.

Additionally, and hased upon conversations dun the recent SWAPA and industry tariff
ne ott|at|on an[(]i other ¢o versat?ons wtﬂpotﬁevglesglnderstand the pi %)AT s woulgltnye 0 ee as

H)Cpmq comﬁames [epresented e’ %t ?]smns 8 [0S |be In"order to he

bnn P“ st temeen (];s It would be e ful if tevanous ?t associations cou

| enti so e 0of the sh |annﬂ nterests they believe wou g Ivota orcon truct|ved|ao ue
g know, agents nor Per ?rm re resentﬁtlonal uties on behalf of the well over

steamship princ r1pals operatm aska, Nevertneless, we want to do ourreasona le best to

ﬁccomm ate any concerns you have in this re Over the next few days we look forward to

ar
earing whic pr?/nmpals you reasonably hope gould be present ?rom each region.

Thank you ... Joe Kyle



f Pacific Associates
116 Gold Street Juneau, Alaska 99801 (907)566-3107 FAX586-1001

The table below shows the annual payments for pl

of services made by one of the major
ASA members. Note that the cost has escalated

ilot S
8% during the four years.

Major Steamship Company Payments for
Pilot Services

.500.000 -
.400.000 o
.300.000 e
.200.000 -
.100.000 -
,000,000 -

Dollars  Spent

N DD DD NN W w w w w w

.900.000 -
.800.000
.700.000 -

.600.000 - +
1989 1990 1991 *992

Source; Information provided by one of ASA's member companies.



Number of Licenses

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

Nearly all current pilot licenses must be renevv,?,d etween 1992 and 1994. Renewals are
subject to the more strigent requirements specified in the 1991 Act

Number of Licenses Up For Renewal
60 —
50 —
40 =
30 -

20 -

Souk z: Alaska Department of Commerce & Economic Development



Licenses Expiring

f Pacific Associates
116 Gold Street Juneou, Alaska 99801 (907) 586-3107 FA). 586-1001

Since the passa eofthel 91 Act newhcenses are subst?nnall maore difficult to obtain
and more strigent standards ap RZ for renewal o eX|st|n cens s, This Is due, at east In
Part 1o the erMphasis the 1 ? t places on safet dy and |mpementa ion of com reh?nswe
raining pro rams These actorswnl result in a de facto limitation in the numbero
pilots dvaildble to serve the industry.

Trends inthe Number EcheXr%gsng and New, First Time

Source: Alaska Department of Commerce & Economic Development

New. Arst Time Licenses



ALASKA MARINEPIDTS

DISPATCHING SERVICE
PQ BOV 730 « DUTCH HARBOR At ASKA 99697 « 907'58» 1'40

DISCUSSION PAPER
March 1993

Proposed amendments to the Marine Pilotage Act

HB 237

Alaska Marine Pilots (AWP) 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 AMP7s 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. If 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. IT 1t 1s deferred until next year, AMP
fears that the legislature will be forced to take action without
sufficient time to deal with 1t 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,
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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 iIn 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 i1t, 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 fTormer Southeast Region, from Yakutat
southward, 1is unchanged. However, the former Southwest Region
has been subdivided iInto three new regions:
— the Southcentral Region, from Kakutat ro 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 cf 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 i1n 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
tariftf 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 iIn
each regional organization can only charge the fees set out iIn
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, i1t 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 buyers and the sellers all have to be
able to act freely iIn their own economic iInterest. This 1is the
basic model of a truly free and competitive market. The 1991
amendments were based on the incorrect premise that this model
exists or can be crated iIn 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 iIn 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 i1s little I1If any leeway to adjust
fees iIn response supply, demand, operating costs, and other
market factors.

2. Service. A pilot organization must provide service to
anyone who asks for i1t, limited only by the number and license
qualifications of i1ts members. A vessel operator can adjust its
service 1In 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. In the "real
world, a business can expand or shrink In response to market
forces; i1f 1t is hiring at all, i1t can train and hire o Yy the
best qualified people to make 1t as competitive as possil e.
However, under the 1991 amendments, a pilot organization must
provide training to new pilots i1f asked to do so, placing i1t in
the untenable position of having to train i1ts own competitors.
Further, a pilot organization must accept for membership anyone
with a pilot license; it cannot regulate i1ts own size or limit
1ts members to the very best (and therefore most competitive)
pilots. It cannot regulate i1ts iIncome and expenses by limiting
the size and composition of 1ts membership. It must dispatch all
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iIts 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 iIs no
competition. AMP urges the legislature to recognize this fact
and stop forcing marine pilots to try to compete iIn 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 Tfirst 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 1s to ensure public safety. As the Act itself states,
the purpose of compulsory pilotage service iIs '"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 iInterests are only served properly if
there is a corps of properly qualified and fully iIndependent
marine pilots available to serve every ship In every port, day or
night, at all times of the year. The 1991 amendments actively
impair these iInterests.

Industry control of marine piloting

The independence of pilots i1s one of the paramount elements
of any statutory scheme for marine piloting. Under the Alaska
statute, marine pilots are supposed to i1ndependent. 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 iIn 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
theilr product. Passengers must make travel connections.
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A vessel operator subject to these kinc3 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 decision, 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 i1t 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 organizations 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 iIn 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 i1s 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 iIn 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 iInterests control a pilot™s
income 1f 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"? OFf 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
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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, 1t is Dutch Harbor and a couple

of other ports during peak fishing periods.

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

That i1s the kind cf full-coverage, year-around service AMP
iIs committed to providing iIn the Western Region. However, it is
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 approaching 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 1t the members of a pilot group are willing and able to
provide full year-around full coverage iIn a region, they have no
control over the allocation of work. N* nilot group can survive
if 1ts members are not given enough work to earn a reasonable
living and meet the annual experience requirements for license
renewal. Before long, i1ts members will leave the profession or
leave Alaska, and there i1s 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 strictlyon thebasis 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 publicinterest 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 iIn 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 be under pressure to cut corners on safety. Whatever
interest individual pilots may have iIn so-called "free
competitionI is clearly subordinate to the public®s interest in
making sure pilots have no incentive to cut corners on safety.

Industry®s only legitimate requirement 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 but not the central
problem. AMP believes that the only way to solve the problem
altogether i1s to eliminate the notion of competition, isolate
industry from the allocation of piloting assignments, and ensure
that i1ndustry cannot exert influence directly or indirectly on
pilots. Marine piloting is Tirst and foremost a public safety
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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 iIn 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 i1n 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 iIndustry, nor does i1t eliminate the problem of
"cherry picking."

In the past, AMP has supported a statutory change to create
a single pilot organization iIn 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 1is the best solution in the public interest.

However, some pilots oppose 1mposition of unitary regional
pilot organizations. In some cases, the opposition stems from
bad feelings and distrust that have arisen iIn the past. Members
of some competing pilot groups do not want to be forced to work
with therr former colleagues.

AMP recognizes that unitary regional pilot groups may not be
politically feasible. However, the problem remains that public
safety i1s 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 iIn the region on
an equitable basis.

To solve the 'cherry picking"” problem, every group iIn 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, Loth
high-profit and low-profit, equitably to all the groups in the
region. All the groups would share all of the piloting
responsibilities of the entire region.

AMP therefore urges the legislature to expand HB 237 to
accomplish the following additional changes:

1. Require a central dispatching office iIn every
region with more than one pilot group. The groups
themselves would set up the central dispatch office 1iIn
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 agents from 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 region at 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 i1s not true. The
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average income for AMP pilots iIn 1992 after expenses was about
$100,000. AMP pilots do not get fringe benefits; they must pay
for health and life iInsurance, professional liability insurance,
and retirement out of their earnings. Their iIncome i1s far from
excessive fTor the leTel 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 48 shows that Alaska pilots are paid
appreciably less than their colleagues elsewhere.

They are also paid less than comparable professionals iIn 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 iInto consideration.

Opponents of AMP"s proposed changes like to argue that these
are really 'rice bowl"™ issues, not safety issues. Certainly, AMP
does not deny that iIncome 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.

IT some of the thousands of hailrdressers, accountants, and
lawyers licensed by the state are forced out of business, public
safety i1s not compromised. But i1If 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 i1s at risk. |If a marine pilot cuts corners in order to
make a living, public safety iIs at risk.

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



general. It 1s 1n the public iInterest to encourage experienced
marine pilots to stay in Alaska. [In marine piloting, it is 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. Ironically, 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 iInterests. First, 1t 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 1is
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 in 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 iIn 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
Jjob 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 iIn 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 theilr services. 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 iIn 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 iIn
thelr respective jurisdictions. Governments at every level enjoy
broad police power authority to act iIn matters of public safety.

Promoting public safety is one of the basic objectives of
government. Whenever public safety iIs 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 iIn the state) would be based on
the equal protection provisions of the federal and state
constitutions. The argument from someone who i1s being denied
unrestricted access to employment as a marine pilot would be that
the state is violating the equal protection provisions by
discriminating iIn issuing marine pilot licenses.

Alaska®s supreme court has ruled that the right to engage in
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”
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to a legitimate state iInterest. 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 iIn the state bears not
simply a "'close" relationship to that interest, bur 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 Iinterests,
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 iIs that the federal government
reserves the right to impose compulsory pilotage In any state®s
waters 1f 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 iIn U.S. navigable waters "when a
pilot i1s 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 is nothing currently
in Alaska law to preclude cherry picking; pilot groups are not
required to accept any and all requests to provide pilotage
services iIn every port iIn the region at all times of the year.

A state regulation that identifies a particular port as
compulsory pilotage waters is meaningless i1f there are no pilots
to serve that port. IT 1t 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.



TO: Representative Bill Hudson

FROM: Bob Evans
for 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 title ought to be broadened to provide for joint dispatch or single pilot
organizations. Given the lack of competition between sh|pP|ng owners or their agents, the
requirements of competition between piiot groups is patently unfair.

Additionally, in a free market or competitive system the only elements that should be
under consideration are price and service. Clearly, the environment between pilot groups
presently does not allow for freedom of price setting oi for the freedom to provide or not
provide service, We are required to provide service at a set price. The work draft should
dismiss the fiction of competition and recognize the "material monopoly" recognized
throughout the United States.

Section 1 AS 08.62.040(a)(10)
Establishment of the maximum number of pilots is good.
Section 2 AS 08.62.040(b)

Why is this provision necessary? It would seem since the board can

establish regions they should be able to review the reﬂl]ons already

established. What is the goal to be accomplished by this new
language?

Section 3 AS 08.62.040(d)
AMP agrees with this section of the hill,

Section 4 AS 08.62.045(a)

Moving the tariff setting function to the APUC is something the
shipping industry approves and AMP acquiesces to. It underscores the
public utility nature of marine pilotage in the state.



Representative Bill Hudson

March 16, 1993
Page 2

Section 5

Section 6

Section 7

AS 08.62.045(d)

This section alone is fine. However, there is a very serious concern
created by the exception created by AS 08.62.045(¢) and (g).

AS 08.62.045(e) and (g)

AMP agrees with the work draft proposals embodied in subparagraphs
(f), (h) and (i).

However, the exceptions provided in subparagraphs (e) and (g) simply
reopen the problems created by the present statute's establishment of
"maximum” and "working" tariffs. |f the ability to proscribe the
shipping industries is curtailed by pilot organizations entering into
seParate contracts with industry regardless of the fixed tariff previously
established by the commission for all pilot organizations.

Suggested correction to subparagraph (g).

(9) If a pilot o’-ganization is recognized by the board, and a shipping
company or the agent of a sh|Pp|_n? company to whom pilotage services
are provided agree on [a] the tariff for a particular region, they shall
present the agreement to the commission for review. The commission
shall hold a Publlc hearing concerning the agreement and may approve
it if it finds that approval of the agreement Is in the public interest.

(e) With changes suggested above for (g), subparagraph (e) can remain
unchanged.

AS 08.62.080

(b) Same concern as addressed in Section 2 commentary. What is the
policy reason for this language change?

(c) AMP has a sn};mﬂc_ant concern. One of the major problems under
current law is that a pilot group can gust provide services for the high
revenue ports and ignore service to the out-port or lower revenue ports.
This practice is referred to as "cherry picking" in the trade. Board
licensure should be for the entire region and not for “specific
waterways or ports" in a pilotage region.
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March 16, 1993
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Section 9

Section 10

Section 11

BE/djf.001

(d) The provision of emergency licensing fcr “specific waterways or
ports” makes sense in an emergent setting. AMP has no objection.

AS 08.62.150(a)
AMP agrees with the changes to this section.
AS 08.62.175

AMP has the same concerns raised in Section 6 AS 08.62.045(d) (g).
Proposed solution would read:

(e) A pilot or_?anizat_ion_ recognized by the board may enter into an
agreement with a shipping company or the agent of a shipping company
to whom pilotage services are growded for [a] the proposed tariff for a
particular region under AS 08.62.045(g).

AS 42.05.141

New Section: The bill ought to address the question of Ho_int dispatch.
The current title does not allow for consideration of that issue.



| Holland Amer  Line
%-Wﬁes ours mc.
March 19,1993

Rep. Bill Hudson

State of Alaska _
House of Reﬁresentatlves
Juneau, Alaska

Dear Rep. Hudson:

As you know, Alaska Is critically important to i ~"Hand America Line. We play an
important role in Alaska tourism and make a significant contribytion to the State's
economy. Over the years, and more recently, Holland America Line has taken
several Steps to foster this relanonshlP to enable Alaskans to_better understand our
commitment to the state and its peoP e, Amon% those steps Is a new and positive
alpprqa,ch to our dealings with the_Alaska State e%lslatvre. We are, resentl}x In
transition to that new dpproach. The Alaska Marine Pilotage Issue is one which
spans the past, present, and future of this transition. As aresult, we have worked
this issue jointly and felt it appropriate to continue communicating with you in that
manner.

As a msmber of the Alaska Steamship Association (ASA?, Holland America Line
has been kept advised regar mrq legislation YOU are consjdering introducing with
respect to marine pilotage in Alaska. We fully concur with all that has previously,
been communicated to you bg/ ASA. As a result, we would not normally have writ-
ten this letter. We felt it necéssary to do so, however, rq|,ver_1 that Holland America
Line apparentIY IS confinuing to be singled out as a villain, in this entire process,
being representative of many of the ills allegedly existing in Alaska marine pilotage.

We think it's important to make sure the information C}/ou are receiving from
SEAPA and AMP accurately reflects what has happened over the past three years:

1. It's true HoUand America Line was the first shwplng company to break the
monopoly held by SEAPA in Southeast Alaska. Without our involvement back in
1991, It's questioniable whether ACP would now exist. Having said that, however,
we trust SEAPA has told yoy why the F;mlots that formed ACP elected to do go.
Basically, those pilots conitrolling SEAPA at the time got greedy. They decided nqt to
let other licensed and qualified pilots adequately shdre in the reventies then avalil-
able, instead preferring to maximize their own income at the expense of the
livelthood of others.

These disgruntled pilots approached Holland America. We never sought them out
nor would we have ever known about their plight had the;%/ not come {0 us and
asked ftQ{,our business. When they came to us,they not orily proposed more
competitive

880 H Street, Suite 200A
Anchorage, Alaska 99501-3400
907-274-9019



Rep. Bill Hudson
March 19,1993
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pricing but offered onstrch,lve su%%esnons on how we could reduce our pilotage
costs through scheauling adjustments and other operational changes, none of
which compromised saféty. 'As to the more competitive pricing, it still enabled
them to realize incomes far in excess of th%vastma]orlt of people w_orkln? n
Alaska. Furthermore, because they were able to set-up their own business In an effi-
cient manner, theP{ were able to realize incomes similar to those earned by SEAPA
pilots even though the rates charged shippers were less.

2. It's true Holland America remains the most important customer of ACP.
Clearly, however, we are nat their only customer since they service at least one
other Cruise line and a multitude of cargo shippers. |f we Were to terminate our
relanonshlg with ACP tomorrow, there'is no doubt in my mind some of our com-
petitors would be more than willing to retain their services allowing them to,
remain a viable operation. In fact, ACP was set to pilot one of the sfiips for Princess
last year and would have done so had SEAPA not used its superior bargaining
power to force Princess into giving SEAPA an exclusive contract.

More importantly, we have gone to great length not to dictate, or even attempt to
dictate, to ACP how they should ruri their business or conduct themselves before
the Marine Pilot Board. “Anyone who may su gest to you the ACP pilots are
"Company pilots" fcv Holland America or ACP marchies to our tune.is misrepre-
senting the facts. One example we can give Is the charges of ethics violations ACP
has made against various members of the Board. First, the charges were lodged
without our prior knowledge. Secondly, after the initial round of charges Dan
Grausz personally told ACP he questioned their strateﬁy since he felt If might be
unnecessarily disrupting the Board's operations, As they have the right to"do, they
chose to ignare that advice and file additional charges. [n other words, they did
what they felt was right even though Holland América disagreed. We would expect
them to do nothing [ess.

3. SEAPA and AMP appear to be raising the specter of impendin shirl)_Pin disasters
due to competition among pilot groups.” There is ABSOLUTELY NOTHING that has
occurred over the past two years in Southeast Alaska which gives any credibility to
that claim. The only serious shipping accident dyring this period in"Southeast
occurred in Skagway and involved two SEAPA pilots. If anything, competition has
forced both SEAPA and ACP to upgrade the services they aré providing.

4. You have undoubtedly been told by Capt. Luck and others that ACP's ethics
charges and adminjstrative appeals have disrypted the Board's gperations; what is
Hrobably characterized as ong of the negative impacts of competition. We, hope XOU
ave also heen told that in virtually every administrative appeal, the position o
ACP and/or its members has been upheld. As to the ethics Violations, we are Jess
certain as to the outcomes although We understand the Attorney General's Office
has ruled the Board needed to modify its past practices in orderto conform with
State law. NO person or organization should be faulted for exermsmg the rlghts you
and other lawmakers have chosen to protect. If the rights should not have been Cre-
ated, that can be considered by the Legislature. Having created the right, however,
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the person %r organization taking a%vantah%e of it should not then become the
culprit for the cdrrent problems With the Marine Pilotage Act.

b, The 1991 legislation was, to a substantial extent, safety legislation. Holland
America made’it clear during the hearln?s on the bill back i 1991 that we supported
the safety aspects of the proPosals even though we knew ultimately those could cost
us more ‘money In pilotage fees.

One also needs to understand, however, what the bill did on the economic side.
Basically, it allowed evervnne al_readg In the system to keep what they had while at
the same time erecting s tantial barriers to éntry for thoSe who ha not_ret made
it. There are provisions In the law which should Sen/e to force existing pilots to
maintain and hopefully improve their skills. The real targets, however, were those
People who were not yet licensed but may aspire someday’to be pilots in Alaska. As
hey are now Iearnmg, even If their skills are superior to those of existing pilots, the
{%cé etth? e(rjeld not have their foot in the door by 1991 will make it much miore difficult

6. The tariff - what it really all comes down to. We would be the first to admit that
the Board's deliberations during. 1991 and 1992 were unfortunately dominated b}/
tariff discussions. Please appreCiate, however, this was only becatse certain pilo
prganizations _SOU%]'[ to Increase their rates even hough thejr members were earn-
|n8 Six Tigure incomes Tor working less than half the y&ar. The arqument given at
the time Was that mcreasm% the tariff was necessary due to competition. To this
date, we have never understood that argument,

The fact is that now, we have reached a Peace,, possibly an uneasy one but definitely
peace, on the tariff issye. It did take a lot of time to get to_that point, but the progess
eventually worked. The pilots continue to eamn subistantial incomes and the ship-
pers are dble to pay the fees. We are not suggesting the battles are over or that
everyone is happy with the outcome. We are also'not precluding our support of.
improvements to°the process, What we do need to emphasize, fowever, is we did
have new Ie%slano,n,,we all had to learn how to live with it, and mayhe we have
succeeded. At a minimum, it's premature to assume the tariff wars will reaccur to
the same extent as in prior years. Clearly, there are steps the Board or the Legislature
can take at this tjme which will minimize the chances of them reoccurring. “Those
steps, however, do not require scrapping the system at this time.

7. The question then comes down to a maximum versus a fixed tariff. Holland
America has thought this through more times than we like to recall and cannot, no
matter how many times we do Consider it, justify in our own minds why pilots,
unlike vl,rtuall\xl any_other profession in the'world, are entitled to be fre€ from price
competition. We wish the State of Alaska could dictate what all cruise lines must
charge so we could be assured of a strong net income. We could imagine virtually
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all husinesses would_like the ?overnment to keep their competijtors from under-
cutting their prices, That is not the way our system warks. For better or worse, we
have decided on a free market system.” Certain pilots, however, seek to be the excep-

fion.

The pilots will teII_You price competition jeopardizes both safety and the supply of
P,|Iots, as people will move to other states where they can get higher fees. First, we
Ind it amusing these pilots can make this argumert on the ong hand and then also
claim legislatign needs to be passed to place d cap on the overall number of pilots. |f
pilots are leaving the State, why.do we need a cap? What the pilots are not telling
You IS ever, under price competition, new pilots are seeking licenses. The}/ are more
han happy to earn the types of incomes that continue to be earned by pilots in
Alaska evén with price Competition.

The fact of the matter is no harm has resulted from price competition. Yes, Holland
America does benefit from price competition in the same v/ay any company benefits
when their vendors or service providers must compete with each other to get
business. Yet, neither Holland America or other shippers have abused the pew sys-
tem.. The_incomes of P,llots have continued to increase notwithstanding price com-
petition. The information compiled by Capt. Luck demonstrates each SEAPA pilot
IS earning more than $21,000 for each manth they work. There is an ample supply
of pilots as evidenced by the efforts of SEAPA and Al'/IP to place caps on' the number
of pilots. The maximum tariff system has worked.

We respect_fullY submit what is driving the efforts of SEAPA and AMP at this time is
pure and simple greed. They have a [0t but want more. They used to have a
monopoly in their respective regions and cannot reconcile themselves to the fact
they can no longer have it all. To us, the most telling fact is it's the big tguy In.each
region who |s,com£)|a|n|ng - not the smaller pilot group that gets, less 0f the pie.
Government, in the area 0f economic actlvm{(, has"some responsibility to protect
smaller businesses from larger ones who seek to use their economic. power to get
their way. W.: do not understand why Alaska would adopt legislation to perniit the

bigger business to beat up on their snaller competitors.

There is no evidence Holland America's activities have compromised safety in
Alaska. More importantly, there is no evidence the 1991 Ieglslatlon_lmgalred
marine pilotage in the State. The 1991 law was an honest compromise between
comPetlng Inferests, Everyone got something but gave something. The system put
to%e her in 1991 is finally beginning to work as was envisioned by Sen. Pearce and
others who forged the compromise. Yes, fine tuning is required.” We respectfully
submit, however, the drafts of the legislation we have seen go far beyond fine tim-
Ing and threaten instead to unravel the compromises that were made in 1991,
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We, to0 etherww]h ASA, stand ready and wyllng to m?et lfh ryour office, with Pﬁul
Funs and with the pilot organizatigns in order to resolve differences. To date, only
SWAPA and ACP have shown an interest in meeting. SEAPA and AMP prefer
making their arguments separate from others who may be in a position to refute
those drguments. We very much respect your sincere desire to address the problems
that do &xist in marine pilotage. You have our assurances we will make every effort
to facilitate your work. We believe you will find Holland America is not the'enemy

or the problem in this process.
Sincerely,

dson
93

Vice President and . .
General Counsel and Community Relations

tkw
o Cees Deelstra
Joe Kyle
Arie Van Noort
Bill Sharp
Scott Jones



Capt. E. H. Creasey
Box L~”322
A ;ke Bay, AK 99821

25 March 1993

Representative Bill Hudson
SCjte Capitol. Room 108
Juneau, Alaska 99?701-1132

Dear Representative Hudson,

It all renders down to one (. thing, money. Even safety
standards render down to money, for these honest enough to admit
it.

Last year, 1992, my adjusted growth income was $91,000. This
iIs 34% less than what pilots make iIn the State of Washington. This
is some 64% less than s =< other pilots make iIn other regions of
our own State of Alaska. This 1s 35% less than my own peak i1ncome
of several years ago. Legal fees have gone up 10 fold since ''free
competition”™. Cost-of-living stays the same vis-a-vis Seattle at
about -42%. It 1s not economically viable for me to work more than
the 4 1/2 mcr.th cruise ship season. No retirement benefits are
accrued, no health and welfare, no liability protection, and vastly
increased risks are the winter-time Tare. Working winters 1is
nothing short of stupid!

Why do 1 stay? | scay because 1 love Alaska®"s wilderness, |1
love shiphandling, and 1 like the independence and autonomy of this
line of work. Winter time is looser time. | stay to keep my place
in line; | stay to stave off neophytes and charlatans; 1 stay to
keep a presence; I stay to keep experienced.

Meanwhile, the agents and the shippers and the lawyers post
larger and larger profits.

On March 14, 1993, 1 took a large ocean-going heavily laden
ore vessel out of Hawk Inlet. The wind was a sustained 50 knots.
My tug boat assistance was two small boats of 600 HP each. One tug
master had never done ship assist before. This Is unsatisfactory.
This 1s sub-standard. This 1s dangerous. This 1s an 1issue of
safety; and the movement should have commanded a minimum combined
tug horsepower of 3,000 plus. Yet, if | turned this job down, the
competing pilots got a guy aping through the trees waiting to be
signalled. Agents can always find a "low-bid" pilot; a free
competition pilot.
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The low-bid pilot saves industry tons of bucks iIn not having
to have proper equipment available; iIn net having delays due to
weather; iIn nor having to slow down iIn fog; and Lr cost reductions
in pile*: training standards. A system of competing pilots is a
money maker for foreign flag ship owners, "y*i1 lon’f -ee " S
tanker operators chiseling ontug boats); it is windfall profits

for ship agents. Competition is the engine of motivation for the
legal fraternity. The word 'competition™ 1is synonymous with law
suit. The free competition system 1insures that pilots will

knowingly be pressured into doing something less than prudent 23 of
the time; (where the outcome may be a 50%favorable probability
factor } Is that good enough Tfor the State of Alaska?

I"'m glad that all these business guys are making big bucks;
but their business profits should not be at the expense of the
public welfare. In the present circumstances, the pilot plays the
role of a giant fender - he is expendable, and will collapse on
impact. And all the remittance men will feast on the remains.

Sincere

U-H
a?t. 2 . H CREASB&
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THE ESSENTIAL FEATURES OF
STATE PILOTAGE
Captain Patbg. Neely, .'r.

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 System. 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 of state 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 requlation. 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 independentjudgment 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 the 24 coastal states, the vehicle for
requlating 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 it*te 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 m?.e rigorously enforced. If the state system isto continue to

evolve in a positive way and to maintain its traditionally high standards in a



lland Line
I'{Rl/?es ours Inc.
March 19,1993

Rep. Bill Hudson

State of Alaska _
House of Reﬁresentatlves
Juneau, Alaska

Dear Rep. Hudson:

As you know, Alaska s critically important to Holland America Line. We play an
important role in Alaska tourism and make a significant contribution to the State's
economy, Qver the years, and more recently Holl?nﬂ America Line has taken
several Steps to foster this relat|onsh|P to enable Alaskans to better understand our
commitment to the state ang its peoPe. Amon thoﬁe steps IS a new and Rosmve
approach to our dealings with the Alaska State Legislature. We are presently. in
transition to that new approach. The Alaska Marine Pilotage Issue is one which
spans the past, present, and future of this transition. As a result, we have worked

Fn !exsnlr?glrje ointly and felt it appropriate to continue communicating with you in that

As a member of the Alaska Steamship Association (ASA), Holland America Line
has been kept advised rega_rdlnP legislation You are considering introducing with
respect to marine pilotage in Alaska. We fully concur with all'that has previously
been communicated to you by ASA. As a result, we would not normally have writ-
ten this letter, We felt it necéssary tq do so, however, rql_ven that Holland America
Line apparentlY IS continuing to be singled out as a vilfain in this entire process,
being representative of many of the ills"allegedly existing in Alaska marine pilotage.

We think it's important to make sure the information (}/ou are receiving from
SEAPA and AMP accurately reflects what has happened over the past three years:

1 It's true Holland America Line was the first shipping com|pany to break the
monoloply held by SEAPA in Southeast Alaska. Without our involvement back in
1991, It's questionable whether ACP would now exist. Having said that, however,
we trust SEAPA has told you why the pilots that formed ACP elected to do so.
Basically, those pilots controlling SEAPA at the time got greedy. They decided not to
let other licensed and qualified pilots adequately shdre in the'revenues then avail-
able, mstgad prehferrmg to maximize their own income at the expense of the
livelihood of others.

These disgruntled pilots approached Holland America. We never sought them out
nor would we have ever known about their plight had they not come {0 us and
asked ftQ{_our business. When they came to Us, they not orily proposed more
competitive

880 H Street, Suite 200A
Anchorage, Alaska 99501-3400
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pricing but offered constructjve sugg{estlons on how we could reduce our pilotage
costs through scheduling adjustmenits and other operational changes, none of
which com[f_rom_lsed saféty. ~As to the more competjtive prlcm%, |Tstill enabled
them to realize incomes far in excess of the vast ajont%/ of people working in-~
Alaska. Furthermore, because they were able to set-up their own business n an effi-
clent manner, the%/ were able to realize jncomes similar to those earned by SEAPA
pilots even though the rates charged shippers were less.

2. It's true Holland America remains the most important customer of ACP.
Clearly, however, we are nat their only customer since they service at least one
other Cruise line and a multitude of cargo shippers. If we Wwere to terminate our
relationship with ACP tomorrow, there’is no doubt In my mind some of our com-
Petltors Woulﬁi be more than WI||InR to retain their services aIIowmﬁ, them to
emain a viable operation. In fact, ACP was set to pilot one of the ships for Princess
last year and would have done so had SEAPA not used its superior bargaining
power to force Princess into giving SEAPA an exclusive contract.

More importantly, we have gone to great length not to dictate, or even attempt to
dictate, to ACP how they should run their business or conduct themselves before
the Marine Pilot Board. "Anyone who may su gest to you the ACP pilots are
"Company pilots" for Holland America or ACP marches to our fune is misrepre-
senting the facts. One example we can give is the charges of ethics violations ACP
has made against various members of the Board. First,"the charges were lodged
without our prior knowledge. Secondly, after the initial round 0f charges Dan
Grausz erson(?,lly told ACP he questioned their strateﬁ since he felt i might be
unnecessarily disrupting the Board's operations, As théy have the tight to"do, they
chose to ignare that advice and file additional charges. In other words, they did
what they felt was rllght even though Holland América disagreed. We wodld expect
them to do nothing [ess.

3. SEAPA and AMP appear to be raising the specter of impendin shii) ing disasters
due to competition among pilot groups.” There i1s ABSOLUTELY NOTITING that has
occurred over the past two years In Southeast Alaska which gives any credibility to
that claim. The only serious shipping accident during this period in"Southeast
occurred in Skagway and involved two SEAPA pilots. If anything, competition has
forced both SEAPA and ACP to upgrade the services they aré providing.

4. You have undoubtedly been told by Capt. Luck and others that ACP's ethics
charg%s and administrative appeals have _|sruh)]ted the Board's operations; what is
Rroba ly characterized as one ot the negative Impacts of competition. We_hope ?IOU
ave also been told that in virtually every administrative appeal, the position o
ACP and/or its members has been upheld. As to the ethics Violations, we are less
certain as to the outcomes although we understand the Attorney General's Office
has ruled the Board needed to modify Its past practices in orderto conform with
State law. NO person or organization should be faulted for exerusmg the rlghts you
and other lawmakers have thosen to protect. If the rights should not have been Cre-
ated, that can be considered by the Legislature. Having created the right, however,
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the person or organization taking advantage of it should not then become the
culprit for the cUrrent problems With the Marine Pilotage Act.

b, The 1991 legislation was, to a substantial extent, safety legislation. Holland
America made it clear during the hearln?s on the bill back 1n 1991 that we supported
the safety aspects of the proPosaIs even though we knew ultimately those could cost
Us more'money In pilotage fees.

One also needs to ynderstand, however, what the bill did on the economic side.
Basically, it allowed everyone already In the system to keep what they had while at
the same time erecting substantial barriers to entry for those who hag not_?/et made
It. There are provisions in the law which should Serve to force existing pilots to
maintain and hopefully improve their skills. The real targets, however, were those
People who were not yet licensed but may aspire someday to be pilots in Alaska. As
hey are now learning, even if their skills are superior to°those of existing pilots, the
{%cé etth$ egeld not have their foot in the door by 1991 will make it much more difficult

6. The tariff - what it really all comes down to. We would be the first to admit that
the, Board's deliberations during. 1991 and 1992 were unfortunately dominated, b}/
tariff discussions. Please, aé)tpremate, however, this was onI% because certain pilo
prganizations sought t? increase their rates even hought elr members were earn-
|n8 SIX Tigure incomes for working less than half the y&ar. The arqument given at
the time Was that increasing the tariff was necessary due to competition. To this
date, we have never underStood that argument.

The fact is that now, we have reached a peace, possibly an uneasy one but definitely
peace, on the tariff issue. It did take a lot of time to get to_that pdint, but the progess
eventually worked. The pilots continue to earn substantial incomes and the ship-
pers are dble tc pay the fees. We are not suggesting the hattles are over or that
everyone Is happy with the outcome. We dre also™not precluding our support of.
Improvements t0°the process, What we do need to emphasize, however, is we did
have new legislation ‘we all had to learn how to live with it, and mayhe we have
succeeded. At a minimum, it's premature to assume the tariff wars will reoccur to
the same extent as in prior years. Clearly, there are steps the Board or the Legislature
can take at this time which’ will minimize the chances of them reaccurring. “Those
steps, however, do not require scrapping the system at this time.

7. The question then comes down to a maximum versus a fixed tariff. Holland
America has thought this through more times than we like to recall and cannot, no
matter how manytimes we do Consider it, justify in our own minds why pilots, .
unlike \_/|_rtua||\Xlany_ other profession in the world, are entitled to be free from price
competition. We wish the State of Alaska could dictate what all cruise lines must
charge so we could be assured of a strong net income. We could imagine virtually
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all businesses would like the government to keep iheir competitors from under-
cutting their prices. That is not the way our system works. For better or worse, we
have decided on a free market system. Certain pilots, however, seek to be the excep-

tion.

The pilots will tell you price competition jeopardizes both safety and the supply of
pilots as people will move to other states where they can get higher fees. First, we
find it amusing these pilots can make this argument on the one hand and then also
claim legislation needs to be passed to place a cap on the overall number of pilots. If
pilots are leaving the State, why do we need a cap? What the pilots are not telling
you is even under price competition, new pilots are seeking licenses. They are more
than happy to earn the types of incomes that continue to be earned by pilots in
Alaska even with price competition.

The fact of the matter is no harm has resulted from price competition. Yes, Holland
America does benefit from price competition in the same way any company benefits
when their vendors or service providers must compete with each other to get
business. Yet, neither Holland America or other shippers have abused the new sys-
tem. The incomes of pilots have continued to increase notwithstanding price com-
petition. The information compiled by Capt. Luck demonstrates each SEAPA pilot
is earning more than $21,000 for each month they work. There is an ample supply
of pilots as evidenced by the efforts of SEAPA and AMP to place caps on the number
of pilots. The maximum tariff system has worked.

We respectfully submit what is driving the efforts of SEAPA and AMP at this time is
pure and simple greed. They have a lot but want more. They used to have a
monopoly in their respective regions and cannot reconcile themselves to the fact
they can no longer have it all. To us, the most telling fact is it's the big guy in each
region who is complaining - not the smaller pilot group that gets less of the pie.
Government, in the area of economic activity, has some responsibility to protect
smaller businesses from larger ones who seek to use their economic power to get
their way. We do not understand why Alaska would adopt legislation to permit the
bigger business to beat up on their smaller competitors.

There is no evidence Holland America's activities have compromised safety in
Alaska. More importantly, there is no evidence the 1991 legislation impaired
marine pilotage in the State. The 1991 law was an honest compromise between
competing interests. Everyone got something but gave something. The system put
together in 1991 is finally beginning to work as was envisioned by Sen. Pearce and
others who forged the compromise. Yes, fine tuning is required. We respectfully
submit, however, the drafts of the legislation we have seen go far beyond fine tun-
ing and threaten instead to unravel the compromises that were made in 1991.
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We, together with ASA, stand ready and W|I||n9 to m?et with your office, with Pa\ul
Funs and with the pilot organizatigs in order To resolve differences. To date, only
SWAPA and ACP have shown an interest in meeting. SEAPA and AMP prefer
making their arguments separate from others who may be in a position to refute
those argu_me_nts. We very much respect your sincere tesire to address the problems
that do xist in marine pifotage, You have our assurances we will make every effort
to facilitate your work.  We believe you will find Holland America is not the enemy
or the problém in this process.

Sincerely,

Vice President and . .
General Counsel and Community Relations

tkw

o, Cees Deelstra
Joe Kyle
Arie Van Noort
Bill Sharp
Scott Jones



Representative Bill Hudson
State Capitol, Room 108
Juneau, Alaska 99801-1132

Dear Representative Hudson,

It all renders down to one (1) thing, money. Even safety
standards render down to money, Tfor those honest enough to admit
it.

Last year, 1992, my adjusted growth income was $91,000. This
iIs 34% less than what pilots make In the State of Washington. This
0s some 64% less than s <re other pilots make in other regions of
our own State of Alaska. This _s 35% less than my own peak income
of several years ago. Legal fees have gone up 10 fold since 'free
competition”. Cost-of-living stays the same vis-a-vis Seattle at
about -42%. It i1s not economically viable for me to work more than
the 4 1/2 month cruise ship season. No retirement benefits are
accrued, no health and welfare, no liability protection, and vastly
increased risks are the winter-time fare. Working winters is
nothing short of stupid!

Why do I stay? | stay because | love Alaska®s wilderness, |1
love shiphandling, and 1 like the independence and autonomy of this
line of work. Winter time is looser time. | stay to keep my place
in line; | stay to stave off neophytes and charlatans; 1 stay to
keep a presence; I stay to keep experienced.

Meanwhile, the agents and the shippers and the lawyers post
larger and larger profits.

On March 14, 1993, 1 took a large ocean-going heavily laden
ore vessel out of Hawk Inlet. The wind was a sustained 50 knots.
My tug boat assistance was two small boats of 600 HP each. One tug
master had never done ship assist before. This Is unsatisfactory.
This 1s sub-standard. This 1s dangerous. This 1s an 1issue of
safety; and the movement should have commanded a minimum combined
tug horsepower of 3,000 plus. Yet, if | turned this job down, the
competing pilots got a guy aping through the trees waiting to be
signalled. Agents can always find a "low-bid" pilot; a free
competition pilot.
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The low-bid pilot saves iIndustry tons of bucks in not having
to have proper equipment available; iIn not having delays due to
weather; iIn not having to slow down iIn fog; and Lr cost reductions
in pilot training standards. A system of competing pilots is a
money maker for foreign flag ship owners, y-u don"t -ee U.S.
tanker operators chiseling on tug boats); it is windfall profits
for ship agents. Competition iIs the engine of motivation for the
legal fraternity. The word 'competition™ 1iIs synonymous with lav
suit. The free competition system insures that pilots will
knowingly be pressured iInto doing something less than prudent 23 of
the time; (where the outcome may be a 503 favorable probability
factor.) Is that good enough for the State of Alaska?

I°’m glad that all these business guys are making big bucks;
but their business profits should not be at the expense of the
public welfare. In the present circumstances, the pilot plays the
role of a giant fender - he is expendable, and will collapse on
impact. And all the remittance men will feast on the remains.

Sincerely,

CAPT. 2. H. CREASBY
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SUB. MARINE PILOT COORDINATOR LICENSING? COMM AND ECO DEVEL @%548

PILOT DISPATCH IN WESTERN ALASKA 6 APRIL 1993

THE ATTACHED IS FOR YOUR INFORMATION. THERE IS OBVIOUS CONCERN BY AMP WHEN A PILOT
FROM A COMPETING ORGANIZATION IS GIVEN DISPATCH AUTHORITY BY AN AGENT.

(2-001C (Rev.8/86)
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TO; WESTERN ALASKA PILOT ASSOC. Page 1 of |
FM: ALASKA MARITIME AGENCIES/Anchorage April 2, 1993

ATTNI MR. BOB BOYD, President
RE; PILOT DISPATCH IN WESTERN ALASKA

Dear Bob:

Thank you for your letter of March 31. As you know, we were
hoping that AMP and WAPA would be able to negotiate a working
agreement regarding dispatch of pilots in Western Alaska for
the remainder of the year. However, with the summer season hard
upon us and nothing i1n place, we find ourselves forced to take
unilateral action, even if only temporarily, to protect the
interests of our customers and keep the ships moving.

M-oi
We therefore request that Bob Boyd act as pilot dispatcher for
all ALAMAR vessels i1n Western Alaska for the months of May, June, ‘'ygH

July and part of August.

We understand that AMP has again offered to sit down with the
WAPA group and discuss a “oint dispatch agreement. As ALAMAR, we
encourage such talks and 1f an agreement 1s reached, we will
certainly abide by i1t. However, in the interim we feel we must
put a workable, single source dispatch system in place in time
for Togiak herring and for that, we ask your help.

I would also, like to reiterate ALAMAR"s desire to equalize pilot,
income In the Western region over both groups. We feel 1t: is.in.
our principal®s best iInterest that both associations stay healthy
and viable, and we will be discussing with, you ways of dividing r
the work between the two groups which will: achieve these ends.

It appears that ALAMAR"s current split of 1/3 WAPA; 2/3 AMP may A
have to be amended i1n WAPA"s favor as we understand that North

Star i1s currently dispatching 3 of every 4 vessels to AMP and ANP
Shipping is dispatching all their vessels to AMP. Again, a
negotiated joint dispatching arrangement is the best solution,

but barring that, we will do what 1s necessary to see that iIncome

is eorralized. - R |

t regards, Y

Dair-tflac™fonora. - - -
Vice President, Alaska Operations Nid -
- -
a 1 vV
ANCHORAGE « Cordova » Homer ¢« Kenai » Kodiak « Seward « Whittier « DUTCH HARBOR ¢ Dillingham « Naknek
AKETCHIKAN « Haines « Juneau ¢ Stida » Skagway *« Wrangell « VALDEZ



April 1, 1993
VIA FAX

Western Alaska Pilots Association
Dutch Harbor, Alaska

Re: Joint dispatch agreement

Gentlemen:

AMP continues to believe that a joint dispatch agreement for
the Western Region is In the best iInterests of safe and efficient
piloting, our customers, and the individual pilots in both
groups. However, as our recent exchange of written proposals
illustrates, many points of disagreement remain regarding the

formation and operation of a joint dispatch system. LA S

xE,

At this point, AMP believes that the only productive way-tcr
resolve this problem is through face to face negotiations
between representatives of our two organizations. While the
written exchanges have helped define the issues, we have made”raT
real progress toward resolution. In light of the short time
remaining before the summer season s upon us, we believe the,,
time has coma to sit down and reason together in earnest.

We therefore urge you to meet with us face to face as:so\
as possible with an eye toward remaining iIn the room together”
until we either have an agreement or become convinced that-nc~
agreement is possible under any circumstances. We are willingrta*
meet with one or more WAPA pilots of your choosing any time
Dutch Harbor, Anchorage, or Seattle.

In order to minimize potential personality, conflicts as?muchv._
as possible, we iInvite WAPA to designate at least two AMP P_i1lots7”>"C
to represent AMP in this negotiation. All we ask of WAPA iss
its negotiators be WAPA pilots rather than WAPA’s legal counsel™®
or other non-pilot representative. It must be understood, of-
course, that AMP®s negotiators will be. consulting with the oter.

AMP members throughout negotiations, and that any final agreement

must be approved by a majority of AMP"s-members. We assume: thatT./
“«x 7 - important™-"*



Western Alaska Pilots Association
Dutch Harbor, Alaska

April 1, 1993

Page Two

It may be that we cannot make significant progress without
the assistance of a mediator. We understand that Commissioner
Paul Fuhs i1s willing to participate In this negotiation or
designate someone from his office to do so. We are content to
have you explore this with Commissioner Fuhs, or we will do so iIf
you prefer. Capt. Will Anderson is currently in Juneau, and
would be able to check promptly with Commissioner Fuhs®™ office.
We are providing a copy of this letter to Commissioner Fuhs for-

his information.

AMP*"s members obviously feel strongly about a number of. the
issues involved iIn creating and operating a joint dispatch
system. However, we assure you that no issue is off limits for
discussion: everything is on the table, and we are willing to
consider in good faith anything you may wish to discuss. Our
objective is to resolve rather than perpetuate our differences,
and we are confident that there is a solution that will be
acceptable to all iInterested parties.

Please respond as soon as possible to AMP"s Dutch Harbor. “*»
office. We look forward to hearing.from you.

Alaska Marine Pilots

cc: Commissioner Paul Fuhs
(hand delivered)

AMP/Dutch Harbor



MARINE PILOTING T»Inphon«: 19071 225-9696

Southeastern Alaska Pilots’ ASSOCIAtioN .. ..oeess: sesen ors

P. 0. BOX G100
KETCHIKAN, ALASKA 99901

March 16, 1993

Representative Bill Hudson"s Office
Attn: Ms. Lynda Giguere

State Capitol

Juneau, AK. 99801-1182

Dear Ms. Giguere:

The Proposed legislation from Representative Hudson®s office has been
reviewed. This draft bill very adequately addresses many of the problems
associated with the current Pilotage Act. 1 strongly support this proposed
legislation.

There remains the issue of enduring that pilots are equitably utilized in
regions with competing pilot groups, where agents exercise control [ 90
percent or more ]over the region®s shipping, only the State should be ina
position of control over pilots,. When the industry has direct control over
the livelihood of pilots, then the pilots® allegiance and commitments to the
State are vulnerable to compromise. The prefered solution is to have the hill
include a provision for a one pilot association in each in each region. An
alternative solution is to introduce a second bill that provides for a central
dispatch service.

As a matter of "housekeeping" 1t is recommended that the following changes
be included in the proposed hill:

Section 08.62.093(3] change to read:

"[3] two years of service as a chief officer on ocean or coastwise
vessels of not less than 1600 gross tons while holding a
chief officer or master of vessels of not less than 1600 gross
tons or greater license."

Section 08.62.093(4] change to read:

[4] two years of service as a commanding officer of United States
commissioned or public vessels of not less than 1600 gross tons and have a
1600 gross ton or greater licence; or.



Thank you for your outstanding and objective efforts in formulating this

legislation. I stand ready to assist, in any way, in the final preparation of this
bill.

Sincerely,

President



MEMORANDUM

TO: Representative Bill Hudson

FROM: Thomas Dundas o
President, Alaska Marine Pilots

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

DATE: March 16, 1993

The draft legislation proRosed 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 gnqt 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 training 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 not be made because of pressure to get'the job done or Posmbly_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 thejob at a reasonable rate. On the other side of the equation, the
pilots must be protected by regulation as well.

It is in the State’s best interest to secure and perpetuate the highest quallt% pilotage
service possible and at a reasonable rate. This can only be accomplished througi regulation
and not through a belief in competitive market forces. By proposmP that the Alaska Public
Utilities Commission become the rate-settln?_ body for pllota?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 i ,olace and more are proposed
that will guarantee pilots will be available in a timely manner. In return, the pilots must be
assured lorotecnon 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 single pilot group_ per region
which is open to all pilots licensed for that region. Or, as a second choice, a regional
dispatch entlty should 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.(T]ood body to
set pilotage tariff rates, but this change must be coupled with protection for pilots through
requlation 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 leasons that will be discussed later.

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

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 the maximum number of pilots per region. The smaller group will contend that more
P|Iots 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 belong to another ﬁnot
association. ~Allegations of anti-competitive practices will no doubt arise even though a
statute is enacted.

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 Pllots from another
association would be idle. Work should first go to full time pilots 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. If only one pilot group exists in a region or there is a regional
dispatch entity, the optimum number of 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 he 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
nurr%belr of 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 to 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



MEMORANDUM

TO: Representative Bill Hudson

FROM: Bob Evans
for Alaska Marine Pilots

RE: An Act Relating to Marine Pilot Tariffs
Word Draft 8-L50808YJ - Cramer 3/11/93

DATE: March 16, 1993

The title ought to be broadened to provide for joint dispatch or single pilot
organizations. Given the lack of competition between shipping owners or their agents, the
requirements of competition between pilot groups is patently unfair.

Additionally, in a free market or competitive system the only elements that should be
under consideration are price and service. Clearly, the environment between pilot groups
presently does not allow for freedom of price setting or for the freedom to provide or not
provide service. We are required to provide service at a set price. The work draft should
dismiss the fiction of competition and recognize the "material monopoly™ recognized
throughout the United States.

Section 1 AS 08.62.04G(a)(10)
Establishment of the maximum number of pilots is good.

Section 2 AS 08.62.040(b)
Why is this provision necessary? It would seem since the board can
establish regions they should be able to review the regions already
established. What is the goal to be accomplished b> this new
language?

Section 3 AS 08.62.040(d)
AMP agrees with this section of the bill.
AS 08.62.045(a)
Moving the tariff retting function to the APUC is something the

shipping industiy approves and AMP acquiesces to. It underscores the
public utility nature of marine pilotage in the state.



Representative Bill Hudson

March 16, 1993
Page 2

Section 5

S ection 6

Section 7

AS 08.62.045(d)

This section alone is fine. However, there is a very serious concern
created by the exception created by AS 08.62.045(e) and (9).

AS 08.62.045(e) and (Q)

AMP agrees with the work draft proposals embodied in subparagraphs

(), (h) and ().

However, the exceptions provided in subparagraphs (e) and (g) simply
reopen the problems created by the present statute’s establishment of
"maximum" and "working" tariffs. If the ability to proscribe the
shipping industiies is curtailed by pilot organizations entering into
separate contracts with industry regardless of the fixed tariff previously
established by the commission for ail pilot organizations.

Suggested correction to subparagraph (9):

(9) If a pilot organization is recognized by the board, and a shipping
company or the agent of a shipping company to whom pilotage services
are provided agree on [a] the tariff for a particular region, they shall
present the agreement to the commission for review. The commission
shall hold a public hearing concerning the agreement and may approve
it if it finds that approval of the agreement is in the public interest.

(e) With changes suggested above for (g), subparagraph (e) can remain
unchanged.

AS 08.62.080

(b) Same concern as addressed in Section 2 commentary. What is the
policy reason for this language change?

(c) AMP has a significant concern. One of the major problems under
current law is that a pilot group can just provide services for the high
revenue ports and ignore service to the out-port or lower revenue ports.
This practice is referred to as "cherry picking"” in the trade. Board
licensure should be for the entire region and no! for "specific
waterways or ports™ in a pilotage region.
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Section 9

Section 10

Section 11

BE/djf.001

(d) The provision of emergency licensing for "specific waterways or
ports” makes sense in an emergent setting. AMP has no objection.

AS 08.62.150(a)
AMP agrees with the changes to this section.

AS 08.62.175

AMP has the same concerns raised in .Section 6 AS 08.62.045(d) (g).
Proposed solution would read:

(e) A pilot organization recognized by the board may enter into an
agreement with a shipping company or the agent of a shipping company
to whom pilotage services are provided for [a] the proposed tariff for a
particular region under AS 08.62.045(g).

AS 42.05.141

New Section: The bill ought to address the question of joint dispatch.
The current title does not allow for consideration of that issue.
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MEMORANDUM

T0. Regr senta lve Ramona Barnes
Speaker of the House

FROM:  Senator Robin L. Taylor

DATE.  3/17/93

REF: Marine Pilot Legislation

ECE R R S S o b b e b b o o ft*************- | IR SRR Sk ok ko b S o b e o ok o ol e o i R o ok

Madam Speaker:

I understand that legislation sponsored by Rep. Bill Hudson will be
introduced tomorrow addressing the issues surrounding marine pilotage.

This issue is important to many in my district and | hope this bill can be
expedited. Please consider referrals to Labor and Commerce and
Transportation.

Thank you in advance for your consideration.

District A:
ilyder ¢ Ketchikan  Kuprcanof « Meyers C'uick ¢ Pctersbuig * Saxman ¢ Sitka ¢ Wrangell



MARINE PILOTING Talephone:  19071225-9636

Southeastern Alaska Pilots’ Association CHEALTRES 49101

P. 0. BOX 6100
KETCHIKAN, ALASKA 99901

March 16, 1993

Representative Bill Hudson's Office
Attn: Mk, L?/nda Giguere

State Capito

Juneau, 99801-1182

Dear Ms. Giguere:

The proposed legislation from Representative Hudson's office
has been reviewed. IS draft bill very adequately addresses many
of the problems associated with the current Pilotage Act.
strongly support this proposed legislation.

__ There remains the issue of ensuring that pilot's are equitably
utilized in regions with competing pilot groups, where agents
exercise control (90% or more' over the region's shipping. Only
the State should be in a position of control over pilots. When
industry has direct control over the livelihood of pilots, then the
pilots' " allegience and commitments to the State are vulnerable to
compromise. A 'mild' solution is to task the pilot board (in the
proposed legislation) to monitor the dispatch of pilots in each
re(tzjlon to ensure equitable utilization. Asecond alternative is to
infroduce a second bill that provides for a central dispatch
service.

As a matter of "housekeeping" it is recommended that the
following changes be included in the proposed bill:

Section 08.62.093(3) change to read:
"(3) two years of service as a chief officer on ocean or
coastwise vessels of not less than 1600 gross tons

while holding a chief officer or master of vessels
of not less than 1600 gross tons or greater license."

-continued-



Representative Hudson's Office
Attn; M. Lgnda Giguere
March 16, 1993

Page 2

Section 08.62.093(4) change to read:

"(4) tvlo years of service as commanding officer of
United States commissioned or public vessels of
not less than 1600 gross tons; or"

Thank you for your outstanding and objective efforts in

formulating this legislation. | stand ready to assist, in anyway,
in the final preparation of this bill.

Sincerely

William R Swan
President



a Pacific Associates

119 Seward St., Suite 8 Juneau, Alaska 99801 (907)586-3107 FAX 586-1001

MEMORANDUM

March 5,1993 Sent via fax
1page total
To: Captain Bill Swann (SEAPA) 907-247-9696
Captain Mike Spence (ACP) 907-789-3773
Captain Mike Stone (SWAPA) 907-835-2134
Captain Tom Dundas (AMP) 907-581-1372
Captain Bob Boyd (WAPA) 907-581-3902
Captain Ron Sumstad (KPA) 503-225-1257
From: Joe Kyle

Alaska Steamship Association
Subj: Industry/Pilot Association Meetings

As aresult of recent telephone conversations and meetings between and among industry, pilots,
Representative Hudson, and Commissioner Fuhs, a consensus seems to have formed regarding
the best process to follow for dealing with various problems in the current Marine Pilot Act.
Whether Representative Hudson introduces a bill to amend the Act this session or not, we
believe that he and Commissioner Fuhs want industry and the pilots to enter into serious
discussions, nov.. to narrow their various differences and hopefully reach agreement over several
problem areas in the Act.

The Alaska Steamship Association (ASA) wants to play a constructive role in these discussions.
In an effort to get the ball rolling, we need points of contact within each pilot association to assist
ASA in the preparatory work necessary to ensure these discussions are held in a timely manner.
Joe Kyle (ph. 907-586-3107, fax 907-586-1001) will be the point of contact for ASA. Please
respond to him as rapidly as possible with the name(s) of your point of contact, so we can begin.

Additionally, and based upon conversations during the recent SWAPA and indusuy tariff
negotiations and other conversations with pi‘ots, we understand the pilots would like to see as
many shipping companies represented during the discussions as possib!** In order to help us
bring principals to the meetings, it would be helpful if the various pilot associations could
identify some of the shipping interests they believe would be pivotal for constructive dialogue.
As you know, agents normally perform representational duties on behalf of the well over 100
steamship principals operating in Alaska. Nevertheless, we want to do our reasonable best to
accommodate any concerns you have in this regard. Over the next few days we look forward to
hearing which principals you reasonably hope could be present from each region.

Thank you ... Joe Kyle

Copy to: Chairman Bob Watt: Board of Marine Pilots 907-225-9807
Captain Karl Luck : DCED
Ms. Lynda Giguere : Rep Hudson's office
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Pacific Associates
119SowardSVSuiteS Jungsm.Alaska 99801 (907)586-3107 FAX5B6-1001

MEMORANDUM
Post-It” brand fax transmittal memo 7071 #otp««a™ 1
Pri [ ,

DECEMBER 28,1992 ToL\| <iA g“ )

C V<jP s u”'Rmlw »L. A *vesca_ «™4
To: Mr. Karl Luck btru Pmds & r-S12J-

mt '-t"s-c<n=to Rttt - tool
From: Mr. Joe Kyle/Mr. Larry Cotter
Re: Alaska Steamship Association (ASA)

Please note the current members of the Alaska Steamship Association, listed below.
While the name, Alaska Steamship Association, has been registered and reserved with the
State of Alaska, the association is an informal one at this time.

Alaska Maritime Agenoies North West Cruise Ship Association
American President Lines Costa Cruises

ANP Shipping Ctystal Cruises

Marathon Oil Company Cunard Line

Northstar Holland America Line

Southeast Stevedoring Corp. Princess Cruises

Tesoro Alaska Regency Cruises

West Coast Shipping Royal Carribean Cruise Line

Kloster Cruise Ltd.
Seven Seas Cruises
World Explorer Cruises

Members listed beneath North West Cruise Ship Association represent the membership of
that association as well as its members of ASA.



March 3, 1993

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

Dear Representative Hudson:

I personally would 1like to thank you for meeting with myself and
the others to discuss the 1issues and concerns of the Draft Marine
Bill. | belie\e that the industry and the Marine Pilot
Associations can jointly work together to meet the goals you set
out in out meeting and hopefully without legislation this year.

I have made an appointment for March 10, 1993 at 1:30 pm to discuss

and wupdate you oOh our progress. IT you have any questions
pertaining to these issues please call.

Thank you,

Bernie Smith
Senior Engineer
Tesoro Alaska
776-8191

cc: Gene Burden

Tesoro Alaska Petroleum Company, P.O. Box 3690, Kenai, Alaska 99611-3690 (907) 776-8191 FAX (907) 776-5546



lland America Line
/ U\?estours mc.
C.JZoe

Director of Government
and Community Relations

880 H Street, Suite 200A
Anchorage, AK 97501-3401)
907-274-9019



Feb. 12, 1993

Senator Loren Leman
glll C Street
uit

25
Anchorage, Alaska 99503

Dear Senator Leman:
Subject: PROPOSED CHANGES TO THE ALASKA MARINE PILOTAGE ACT.

In order to introduce myself to you, I will give you a quick
logk at nmy background. Priof to prlotrng went “to séa on cargg
ships, in-all cdpacities from Ordinary_ Seaman to Master, Most of
the trme was spent on trips to the Far East, but | have been
man¥ paces around the world, |ncIud|n most of the ports on the
Fas West Coasts of the United States. piloting career
began |n Southeastern Alaska in 1973, and | plan to retire the
end of 1993, ‘at the _age of 69. Iwas a member of the Alaska
State Board of Marine Pilots from June, 1937 to June, 1991,

During the time | was .on the Board of Marine Pilots it
became apparent that the original Pilotage Act did not give the
Pilot Board authority to properly define “strict requireménts for
obtarnrng a prlot license. There were so many loop holes in the

?ulatrons that some applrcants brought their attorneys to the
Pifot Board meetings with them in order to try to slip throuh
the loop holes, |nstea of meeting the requrrements

Pilotage act that the Legrslature passed in the  sp rrn% 991
solved” most of those problems glrvrn the Prlot oard the
Slrlrggloerrlntsy It needs,but created new, and very large

. Sec.  08.62.040 (d) creates competition between pilot groups
in a pilotage region. This is ‘wrong. It has created an
atmosphere of tension and distrust “on the waterfront of
Southeastern, and wil) do the same in the rest of the pilotage
regions as soon as competition spreads. Old waterfront friends
aré now someone to mistrust. It has even pitted some of the deck
officers of the Alaska Marine Highway  System against the
rofessional pilots. One pilot group “is “always, “suing, or
hreatening to sue the other. Too ~much time, emotion, ener?y
and money are spent in this manper to have any positive resul
This is not an atmosphere that is conducive to positive results.
State pilotage will co Iapse under this pressure.

State pilots are squ ose be the state's representative
aboard forergn sh | s. .The reason for having a state pilot
aboard a forer n sh |p IS to be certain that the people, property
and ecology of the state ~are protected. The state prlot has to
be free to° make hard decisions wjthout worrying about osrngD
customer. Under the present conditions pilots “are nothing Dut
company . employees. If there were only one pilot assocratron In
each pilotage” district, and the  steamship companies had an
avenue to bring ompla ts about individual npilots hefore the
Pilot Board, the state would have better control over individual

pilots .

Page 1



_Competition also creates duplication of the expenses bx
having two or more association offices in a pilotage district,
singlé association can plan ahead for the manpower needs of a
yeal, but in_a competitive situation two or more groups .in the
same area will not be as efficient. One group. in a p|Iota_(ie
district will allow the state to set lowet™ tariffs, and still
allow the individual pilot to make an average pilots income.

In order to have a smooth running and efficient pilotage
ystem in the state, Sec. 08.62.040 {d) must be deleted. Add
ec. 08.62.040 ngl) When a pilot group requests a specific number
f Apprentice Pilots from the board, the board will advertise
r that number of applicants, The most qualified from the [list

0
f applicants will be accepted.

Sec, 08.62.045 should be changed to return to the Board_of
Marine Pilots the authority to sét firm pilotage tariffs. The
resent "maximum tariff'' 1s an experiment that has not worked.
t has led to much confusion. AIl of the maritime states that |
am aware of set mandatory tariffs for their pilotage districts.
The yardstick to use in Setting the tariff for a re?mn IS that
an Alaskan pilot should at least make an income equal to that of
other pilots on the West Coast. Qur. pilotage areas are much
larger,  and have more hazardous conditions than other areas.

Se:. 08 2.050 should have (c), (d) and (e) added, (c) and
d) more fully define some of the responsibilities of the Marine
gordinator. ° The SliI\;I]gQSted requirements are very important in
the function of the Mdrine Coordinator. _ _ _

Section (e) is . added because _this was an important item in
the committee "hearings. of 1990, The committees agreed with the
need for a Pilot Coofdinator, but would only creaté the position
if the costs came from pilot license fees.

Sec. 08.62 080 (b) is just to reaffirm that a pilot ma)f only
ractice in one area. | can only speak of Southeastern Alaska,
ut it is _large enoxgh to Qgive anyone trouble remalnln?
proficient. Do you rea ize that "there are 11,000 miles of sal
water shoreline “in Soutneastern?

Sec. 08.62.09! Should be added in order to write some kind
of license for  an applicant who wants to train to become a
Deputy Marine Pilot. A person must have some kind of license_to
work “under the direction of a fully licensed pilot.  The
requirements are ﬁart of .those presently” required  for the Deputy
Marine Pilot. | think this step was overlooked originally.

SEC. 08.62.160. Add (a) to give the Master of a vessel an
avenue to present a problem to the Pilot Board.

Sec, 08.62.175 (a) gives one more reason for only one pilot
group. in each region.One ?roup per region will be” much more
efficient financidlly than two or three Decause there will be no
duplication of costs: S _

) is to keep anyone who is |Iot|_ng from being left out of

W .

ork when this att becomes effectiv

S
S
0
f
0
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~ Please helg in the return of control of Alaska State Marine
Pilots to the State of Alaska. _
Thank you for your consideration of these important matters.

Respectfully,
Cagpt H.K. Elsensohn

Austin, Apt. 506
Ketchikan, Alaska
99901



PROPOSED CHANGES TO
THE ALASKA NARINE PILOTAGE ACT

INTRODUCTION - Same

SECTION 1. POLICY, FINDINGS, AND INTENT.
(b) (2) - Delete word ''maximum'

Sec. 50.62.010. CREATION AND MEMBERSHIP OFBOARD.-Same.
Sec. .62.020. APPOINTMENT AND TERM OF OFFICE. - Same.

Sec. 80.62.030. MEETINGS. - Same

ec, _ 08.62.040. POWERS AND DUTIES.
(a) The board shall

()(a)f In order to make pilotage rates fiscally
efficient, the board will restrict the number
of licenses issued for a pilotage region to that
nymber dﬂermrned necessary to adequately service
s tra
[l the rest the same, except-
)

|
All th

Delete (d)

Ad (d When a  pilot group requests a specific number
of Aprentrce Pilots from ‘the “board, the Dboard will
advertise for that number fapplrcants The most
qualified from the list of applicants will be accepted.

Sec, 08.62.045. PILOTAGE TARIFFS.
(a) The board shall adopt. regulations for_ setting
mandatory tarrffs for each "pilotdge region. The board

shall identi Oly hose expenses that™ are included. in the
tariff. In og)t g tarrffs under this subsection, the
board shall t Info consideration, -
1) the total, time spent on assignment to a vessel;
2) differential compensation for seasonal and weather
conditions, risks .involved in providing pilotage

service, and overtime:

(3; dispatch expenses, transportation expenses, and
other associated costs directly related to
provision of pilotage service; _

(4) overhead expepses that are necessary to rovide
year round pilotage service to the region; and

5) Other expenses intluded by the board _

6) that the annual income of full-time Alaska Marjne
Pilots must be at least equal to the average of
other west coast |Iots I.e. Puget Sound,” San
Francisco, Astoria, and’ the Columbia River.

b) - Delete

¢) - Delete _

d) - No _charges m%y va 6from the ma dator3y tariff for
rgri region, including 08.62.045 (a) (1), (2), (3), (4) and



Sec. 08.62.050. MARINE PILOT COORDINATOR.

a), (b (2 3). - Same, ADD (¢), (d) & (e). |

Scf -_(1)he(1F)|Ic§t)C%o(rd)|nator shall rl(d_g_aé )obsegv%r with
ilots as necessary to become familiar with the areas,
arbors, docks, conditions, dangers, and pilots'

ability.

(d) .- The)_/PlIot Coordipator wjll proceed in all haste to
investigate any accident, infraction of the Pilotage
Act or Regulations, or any act that may not be in
accordance” with the International Regulations for Pre-
venting Collisions at Sea, _ _ _

(e) - The salary of the Pilot Coordinator will be paid
from the licénse fees of marine pilots.

Sec. _0862.080. LICENSE REQUIRED;  RESTRICTIONS AND
CONDITIONS.

a) - Same _ o

b) - Local knowledge is the essence of piloting,

y;ggefore a pilot may only be licensea in ong pilotage
(c) - A license issued under this chapter must identify

the specific waterways and ports in the pilotage

region in which the Ticensee is authorized to pilot

veSsels, if the licensee is not _qualified for the

entire region, if the licensee is qualified for the
complete region, the license shall 'so read.

Sec. 80.62.090. APPLICATION. - Same.

Sec, 80.62.091. QUALIFICATIONS FOR APPRENTICE

(a) A person who applies for an APPRENTICE PILO

under this chapter shall provide proof satisfac

the hoard of the following experience,; _

) one year service as master on ocean or coastwise

vessels while holding a license master oceans, steam
or motor vessels, any gross tons, or

2) two years servicé as master on vessels or tug . and

of not less than 1600 combined gross tons, while

ding a license as master of vesséls not less than

0 gross tons, or _ _

two years service as chief officer on ocean or 'X

stwisé vessels not less than 1600 gross tons while \

ding a license as master of oceans, steam or motor

sselS, any gross_ tons, or _ _ J

4). two Years service  as commanding officer of a

Upc;ggdtgngtes commissioned ship of “not less than 1600

b) gA person who applies for an Apprentice Pilot Ljcense
under this section must posses an endorsement of first
class P_llotage on the persons United States Coast
Guard license, wjthout tonnage restrictions, for the
pilotage region belng_ap[o_lle for. _

(c) An Apprentice Pilot " is licensed only to be a pilot

2
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pilot vessels only under the supervision
icensed pilot.

tion,  "years of service' has the meaning
rm by the United States Coast Guard under

r.or
Iy |
c
4
0.

QUALIFICATIONS FOR DEPUTY MARINE PILOT,

rd shall issue a Deputy Marine Pilot license

rine pilotage re%lon t0 a person who

s a citizen of the United States, and

llas completed the training requirements establish-

by the board, and

) passes the written and oral examinations required
by the board.

(b) A person licensed as Deputy Marine Pilot under thls

boarcsiec ion may, except as Ootherwise provided by t
pilot vessels 20,000 ?ross tons or less in the p|Iot
%e region for which license s _issued.
8.62 097 TRAINING PROGRAMS FOR DEPUTY MARINE PILOT
LICENSE The same.

Sec. 88 SGaZrnleOO QUALIFICATIONS FOR MARINE PILOT LICENSE.

Sec. 08.62.120. RENEWAL OF LICENSES. - Same.

Sec. 08.62.130. LAPSED LICENSES. - Same

Sec. 08.62.140. FEES. - Same

Sec. 08.62 150. DENIAL, REVOCATION OR SUSPENSION. - Same
Sec. 08.02.155. DISCIPLINARY SANCTIONS. - Same

Sec. 08.62.157. DUTIES OF LICENSED PILOTS. - Same

Se ame0.8'62 160. MANDATORY EMPLOYMENT OF LICENSED PILOTS.
ncompetsnt In the pertormance " of “his piloting dulies. be
Igthe aster) may notlfy the Ala(1 State Board of Marino

|Iots in Wl‘ltln% within ten days of the incident.
ﬁenoard will then determine remedial action to be

BO
QD

.62.
a
|

sk
10
th

D—

Sec. 08.62.163. PILOTS AS INDEPENDENT CONTRACTORS. - Same
Sec. 08.62.165. LIMITATION OF LIABILITY. - Same

Sec. 08.62.170. PILOT'S LIEN FOR COMPENSATION. - Same
Sec, 08.62.175. REGIONAL MARINE PILOT ORGANIZATIONS.

(a) _In order .to promote more efficient and economical
pilot service, there \éwll be only one pilot group in



each pilotage region,
All persons. oldlng an AlaskaStateMarine PILOT

License ~at the time thi actbecomeseffective, will
automatically become members of the pilot group of the
area in which they are p|Iot| g.

b SallmGZ 3 S
d e e
Sec.0S5.62.180. EXCEPTIONS. Same

Sec .08.62.185. CERTAIN LICENSED PILOTS REQUIRED FOR OIL
TANKERS.  Same.

Sec. 08.62.187. REGISTRATION OF AGENTS REQUIRED. Same

'‘dec. 08.62. 190. PENALTIES. Same
ARTICLE 4. GENERAL PROVISIONS.

Same .



INTERNATIONAL ORGANIZATION

Throd T
%%Wm masters
MATES a
PILOTS

Captain Bill Swan
President _
Southeast Alaska Pilots
217 Heckman Building
P.O. Box 6100
Ketchikan, AK 99901

Captain Bob Hendricks
President _
Southwest Alaska Pilots
Box 977

X
Homer, AK 99603

Captain Dave Renwick
President _
Alaska Marine Pilots
P.O. Box 1066
Seward, AK 99664

| am enclosing copies of the Legislative response to the
Auditor General's report on maritime pilotage in Florida. It
contains information that may be useful to you in light of your
problems with anti-trust and the current sorry state of Alaska
pilotage law.

_ PLEASE do not use any of this material at the present time
without contacting Mike Bu fmgton, President of the Florida ----
State Pilot Association at (813) 651-1603, as legislation is :
currently pending. —

The income and workload data on page 19 should not be
taken at face value. The data comes from material submitted at
Rate Hearings and no standard methodo_log¥ was used. The
comparison of workload between ports is Tlawed because they
haven't used the same basis (i.e., home to home, bridge time,

office to office, etc.). RECEIVED

Interna‘ional Marine Division of the International Longshoremen's Association /AFL-CIO



_ The income figures were those submitted prior to rate
increases, so current numbers are considerably higher. There are
also special circumstances applicable for sone of the lower
income figures.

Fraternally,

sGeorge M. Quick .
Vice President, Pilots

GAQ kae

Enclosure

INTERNATIONAL MARINE DIVISION OF THE INTERNATIONAL LONGSHOREMEN*®S ASSOCIATION /AFLCIO
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I . INTRODUCTION

This report is the legislative response to the Office of the
Auditor General®s performance audit on the regulation of marine
piloting. , -

On July 23/ 1992/ the Office of the Auditor General issued a
performance audit (Audit Report #11914) on the Regulation of Marine
Piloting. The regulation of marine pilotingl is established in
chapter 310, Florida Statutes, and is administered by the Board of
Pilot Commissioners within the Department of Professional
Regulation. The audit was conducted as part of the Auditor
General®"s 10-year schedule of performance audits, as directed by
chapter 90-110, Laws of Florida.

The performance audit was begun 1in October of 1990 and
completed in February of 1992. Conduct of the audit involved
extensive field work, research, and analysis. The entire
performance audit is included s Appendix A.

The performance audit formally addresses five’questions. The
first three questions address concerns which exist under the
current system of economic regulation.2 The next two questions
examine the need for economic regulation, and ask If economic
regulation should continue at all, or whether it should be replaced
by a more standard form of regulation. These questions are:

1) Has the board developed a consistent methodology to
determine the number of pilots needed in each state port?

2) Has the board developed procedures to ensure that pilot
business expense information is complete and accurate
when setting pilotage rates?

1 also known as "harbor piloting."

2 "Economic regulation" refers to regulation which
accomplishes 1ts purpose by virtue of Ilimiting the number of
licenses which may be issued, and also setting the rates which may
be charged for the service (in this case, pilotage rates).



Place legislative intent in the chapter endorsing the concept
of economic regulation.

Explicitly state that pilots must service all who may
legitimately request such service.

Amend the current rate hearing process to:

@

®

©

@

®

Add

Allow reasonable access "for those who wish the board to
consider a proposal for a rate reduction;

Remove the requirement that private businesses asking for
a rate reduction must "open their books";

Stipulate that if inflation is used as an argument for
a rate increase, it should be related to income, and not
applied directly to the rates;

Provide that the board should not be authorized to
consider any rate in excess of the formal request
submitted and publicly noticed; and

Provide the board a detailed list of factors to consider
when evaluating whether a vrate change proposal is
reasonable or excessive.

a "consumer of pilotage services" member to the board.
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federal government. They must have a federally licensed, pilot who
Is licensed for the pilotage waters which the vessel plans to
enter. ’ . -

Registered vessels are American vessels granted permission by
the United States Customs Service to engage 1in foreign trade
(foreign-trading American vessels). Registered vessels are under
the control of state statutes and" regulations regarding piloting
when plying waters within the state.

Foreign vessels are those that sail under the flag of a
country other than the United States. Piloting regulation of these
vessels, as with registered vessels, has been left to each state.

The certification of a vessel as enrolled or registered is
made by the United. States Coast Guard, 1In cooperation with the
United States Custom Service. -

The federal government exempts from state law two categories
of vessel. Enrolled vessels and vessels operating on the Great
Lakes are exempted from state regulation and are instead controlled
by the Coast Guard. The exemption for enrolled vessels was made
to facilitate interstate maritime commerce in instances where the
government felt that leaving control to a hodgepodge of various
state regulations would unduly inhibit that commerce. The
exemption from state law for vessels on the Great Lakes was made
according to international treaty with Canada. The federal
piloting statutes are found in Title 46, United States Code,
sections 8501 through 3503. The statutes pertaining to piloting
In the Great Lakes are found iIn 46 United States Code sections

P —
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The federal laws governing pilotage are implemented by the
U.S. Coast Guard which establishes licensure and examination

standards for pilotage involving coastwise (enrolled) vessels and :
vessels on the Great Lakes. Federal regulation also provides for.’

disciplinary procedures that can result in the denial, suspension,.!
or revocation of federal licenses.

[

/



Fundamentally, that situation continues until this day, with
the states- having regulatory control over piloting, except in the
instances i1n which the federal government specifically exempts
vessels and places them under federal (Coast Guard) regulation.

Although states have the primary responsibility to rogulate
pilotac,& in their navigable waters, the federal government reserves

vhe right to step in and institute federal control in any instances
Iin which the state does not exercise its regulatory authority.

The State of Florida was the first state to centralize its
regulation of pilots. In 1975, a nine-member State Board of Pilot
Commissioners was created within the Department of Professional
and Occupational Regulation (later to become the Department of
Professional Regulation [DPR]). Prior to 1975, there was a
separate Board of Pilot Commissioners in each county that had a
port.

Two levels of licensed pilots are established by statute.”
The qualifications for applicants seeking certification as a deputy
pilot are set forth in section 310.071, Florida Statutes. The
qualifications for application for license as a »3tate pilot are
found iIn section 310.073, Florida Statutes Additionally, section
310.081, Florida Statutes, establishes the key qualification factor
regarding both deputy pilots and state pilots -  that of
examination.

When the Board of Pilot Commissioners determines that a deputy
pilot position is open in a particular port, that opening Iis
publicly noticed. To get a seat at the state exam, the applicant
must be 21 years of age, have completed 12 years of formal
education (or 1its equivalent), be cf sound health, and have at
least two years experience as an officer or pilot on the high seas,
Great Lakes, or a major port. Once the exam is administered, the
individual who scores the highest i1s awarded the position. This

5 state pilot and défutg'gilot.licensure are found iIn sections
310.061, 310.071, 310.073, 310.075, and 310.081, Florida Statutes.
Rules established pursuant to the above-mentioned statutes are
contained =in rules 21SS-5.001 through 21SS-5.019, Florida
Administrative Code.



applicant must score a passing grade. In the instances where there
are several ap*piicant3, the highest scorer, 1a awarded the position.

[

As of November 1, 1991, 92 state-licensed pilots operated in

13 Florida seaports. The department reported that state-licensed

pilots yearly handle 33,436 vessels in state ports as of November
7, 1991.

The department received 280- complaints on possible violations
of piloting statutes and rules during the period January 1987
through August 1990. Of these ~80 complaints, 65 were determined
to warrant disciplinary actions by the board in the form of fines,
letters of guidance, and letters of reprimand.

The regulation of harbor pilots 1is funded from the
Professional Regulation Trust Fund. Sources of revenue for this
fund include license fees, administrative fines, and a percentage
of gross pilotage earned by state-licensed pilots (currently set
at 1.2%). For fiscal year 1990-91, revenue and expenditures for
the board were$396,369 and $321,967, respectively.

3. The Board of Pilot Commissioners
a. Description of Florida’s Piloting Board

The Board of Pilot Commissioners for the State
of Florida 1is established under the Department of Professional
Regulation. Pursuant to section 310.021, Florida Statutes, 1is
composed of 10 members, all appointed by the Governor. Five board
members are active licensed state pilots. In selecting the pilots,
all of Florida®s ports are divided into four groups, one pilot 1is
selected from each, with the fifth selected from the state-at-
large. The other five members are selected by the Governor as
three Florida citizens (consumer representatives) having no
interest or involvement 1in .maritime industry, and two citizens
(maritime representatives) involved in marine shipping. The board
exercises the traditional board responsibilities of discipline
regarding licensees, and of rule promulgation. In addition to
that, the board determines the number of piloting licenses to be
Issued in each port. The board also sets the rates. Rates are set
according to the draft (the depth to which the ship penetrates the



of establishing a set, limited” number of licenses that it will
issue. - -

\
Indeed, with respect to’these powers, the board is more
similar to bodies which oversee regulated industries (i.e., as the
Public Service Commission oversees the public utility industry).

One of the most controversial aspect of the licensing question*
IS the issuance of only a limited number of licenses. Section
310.061, Florida Statutes, gives the Board of Pilot Commissioners
the power to determine the "number of pilots based on the supply
and demand for pilot services and the public iInterest in
maintaining efficient and safe piloting services". The same
section empowers the board to adopt rules authorizing cross
licensing of pilots between ports to "serve the public iInterest".

Rule 21SS-5.009, Florida Administrative Code, states that:
"The Board shall, from time to time, determine if there iIs a need
for a licensed state pilot or pilots in the various ports of the
state.” The rule further states the same with regard to deputy
pilots.

Staff asked the Florida Ports Council to supply a
representative list of users of pilotage services throughout
Florida. Staff sent letters requesting input from these businesses
on several specific questions. On the 1issue of the board
establishing the number of licenses to be 1issued iIn each port,
these businesses were asked i1f they felt the current system was
serving to produce the proper number of pilots for their needs.
They were also a3ked 1f they knew of any instances in which it
appeared pilots were working with insufficient rest time. All
responses received indicated that they believed the board had
established the proper number of piloting positions in their port.
None of the responses indicated knowledge of any instances of
pilots working without sufficient rest time.

(2 Rate Setting Powers

Section 310.151, Florida Statutes,

contains the statutes regarding rates of pilotage to be charged by.
state pilots and deputy pilots within the State of Florida. This



This rejection concerned a March 19.8 rate-hike request made by the
Tampa Bay -Pilots Association. Their reasons for requesting the ;
rate-hike 1included "judgments being rendered against pilots in {
civil suits,” and "increased legal fees incurred as a result of .
civil suits...", naming three "incidents"”, and "the Sunshine Skywayll
disaster incident.” The Skyway Bridge incident involved a vessel,"}
under direction of a state-licensed pilot, colliding with a multi-".]
million dollar bridge, and knocking it down..

There 13 no record of a rate hearing being held at the request
of anyone other than the pilot associations.

Information provided in interviews with pilot board staff t
indicates that the operator of the Southern Elegance requested a
rate hearing for the Port of Panama City for the purpose of
lowering the rates he was being charged. The board notified him-,
that pursuant to such a rate hearing, he must "open his books™.".
He asked 1f books so "opened" would then be public record, and when i

receiving a reply in the affirmative, he declined to do so.

Since 1990, the Department of Professional Regulation and the \
board have greatly reformed and refined the information gathering mm
process which takes place prior to the rate hearing. The board
sends an invest! ;ative committee to a port where a rate change
request has been made. The primary purpose of the investigative
committee is two-fold: first, to verify the accuracy and;
completeness of the application so that the rate board can act with =
reliance on the information contained in the application; and, ;
second, to gather supplemental and collateral Information to
enhance the rate board®"s understanding of the relevant factors ©."
be considered in the rate hearing process. This information}
includes the basic data on current piloting fees, pilot operating
expenses, pilot association makeup, distribution of monies, number;
of vessels handled, facilities owned by the association, and.
pension or retirement fund arrangements. There is also included,

a comparison of the current pilotage revenues versus the projected
revenues which would result from the requested pilotage rate
changes.



Financial Overview by Port
As of November 7, 1991 1

Estimated Estimated Average

Average  ‘Standard* Fee1  Amnual  Numberof — Gross Grew Fati men

Pilotage Hours Licensed Pilotage '  Pilotage Faming

Tinn Small  Large Worked Per ~ Stain Fees Fees Per Per

Port (inHours)* Ship  Ship  State Pilot  Pilots Pur Port Stain Pilot*  State Fil
Boca Grande 25 $567 $1,524 100 1». $ 59511 $ 59411 % S28241
Canaveral 2.0 295 900 7* 5 1,073,676 214,735 19347
Everglades 15 268 902 995 10 3.946452 394,655 353,42
Fernandina 4.0 293 744 1,956 1 170,667 170,667 86,743
Jacksonville 2-5 376 1132 10 3,188,848 318,885 169,631
Key West 2-5 401 1,168 303 1* 357,044 357,044 95,646
Miami 2.0 279 820 1,154 16 5,033,829 314,614 191430
Palm Beach 15 218 54 w1437 4 643,663 160,916 137,161
Panama City* 2-5 710 1,279 650 3 220,140 D 734*0* 41,164
Pensacola 2.5 710 1,279 568 1 155,021 155,021 76,350
Port St. Joe 25 710 1,279 15 1 3,466 3,466 3201
Tampa Bay 1L 7.5 439 1,202 2,715 18 4.924,149 273464 14854

1This information « u  provided by the pilot association™and wu not vtriflsd by the Department. Lrifeomitkw for Fori Piatt pilotage tcuviin
wes unavaiktU. m

3 Standard Gnfor a smell ahip ia computed ice a rftip kojth 342 Cm, bum 55 bat, toencge 2,033, and dnft 18 bat; standard fu fora krp
ibip ia computed for a blip leojih 638 Cm, baam 79 (s, looaage 23,200, tad dnft 20 Cut, j

1"Pilotage Tuna* ia dadoed by Departmental staff u both lima on board Iha pilotad vernal and tnaapocutkm lima to or frwi Ibs piloted bp.

4 Avtnga froM feai par kaU pika wu calculated using the aumbar of «aw pilau timpani la a port.

5Two licaruad data pilau atni thii port (om ftiU-tias pika ia croa-licraeed to Kay War).

4 Reported eaming* do act redact company paid medical plan beoketita.

1 Repotted aamiege do net reflect company paid datarred paaaion and diubility, regular pcenano, and medical plan bam fid.

| Two croaa-lieeared deputy ptfou alio tuvo thin part.

*Suuklci an combined for hetmi City pilou end Panama Oty Pott pilots. Jj

w Enl/neted (tea do not include 424 ha*dIM of the eniasdup “Southern Elegises* whichku r . to QuRjpert, Mimaeippt. Feeaandt

are avenged for lha two pilot aaaociatlonfl.

" Reported eaming* do wat reflect company paid petition tad medical ptao banefas.

Il In rupoaea to our preliminary tad unutiva audit Cadiaga, Departmeat naff Indicated that Tampa Ray pUoti now animate avenge pilot line VV
be 4 hours. Utiag the 4-hour eati.eutad avenge pilotage tiaa, bumpilau in Vtcpa Roy would work an cringe of 1,446 houn pec year
tneuad of 2,715 hours par year. However, the 4-hour estimate wu not vr'ifled by the Department. Funhirsaore, the Beard ucad Iha 7-
eetimeta to ret rues in Iha w n recite Tampa Bay raw hearing.

Source: Developed by the Office of the Auditor General baaed on information provided by fee Department of PloduNunl Regulation,
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3) Licensees may charge neither more nor less, than the set >
rates (a provision designed to minimize or eliminate any?
competition between licensees); %

4) Consumers have no option in whether to employ piloting 1
services (failure to -employ pilots ".is a criminal
violation); and

5) The costs of regulation are primarily paid for by an j
assessment on the grossoperating revenues (rather than.:
by licensure fees). 1 ke

oy

These factors distinguishing piloting from other professions :
may be condensed into the following categories:

R

Ii

1) Limited licensure (this refers to a limitation on the !
number of licenses granted);
2) Rate setting; J
3) Provisions which seek, to minimize or eliminate - -]
competition; and .
4) Costs of regulation paid, for by assessment on gross -
operating revenues. |

Upon exarainat’on, we find that there are in Florida other j
schemes of regulation which share these characteristics. j
Regulation of some health fields (hospitals, hospices, nursingj
homes, and emergency medical services) have limited licensure, and |
provisions which serve to minimize or eliminate competition, fori
Instance, a person or group may not build or operate a hospital,l
hospice, or nursing home within a given health care market simply-J
by virtue of being capable of doing so. A hospital, hospice, or i
nursing home may not Dbe buiit, or go into operation, withouti
applying for, and receiving from the State Health Agency, aj
"certificate of need."7 A certificate of need will be granted only!
iIf 1t can be shown that existing facilities are 1inadequate to
service the community. Requiring a certificate of need .before-
Issuing a license amounts to a regulatory effort to prevent"!
uneconomic duplication or harmful competition. ; ]

7 The requirement for a "certificate of need,” and the
rocedure for obtaining one, are found in chapter 408, Florida.!
tatutes, recently transferred from chapter 381, Florida ‘Statutes.f



nfEftatPlcigy-.., MII -better serve to protect the Public
health, safety, and welfare. (emphasis added)

"Piloting” could be substituted for "public utilities" and; !
for "electric and gas utilities"” 1in the quote above# and theit
rationale would apply equally well. J-

Y]
That 1989 report also discusses the elements of regulation/v
which are present when regulation 1is designed for a "natural '

monopoly." -7 ; i

In the case of the regulation of ,electric and gas
utilities provided for in Ch. 366# F.S., competition is

virtually eliminated due to the monopoly status of the ¥
utilities i1n particular geographic areas. (The y!
Commission®s) authority to approve territorial agreements ]
and settle territorial disputes provides this monopoly v

control and protection from competition....

In return for the protection from competition offered
utilities by Commission .regulation, the utilities
relinquish control over their rates, and therefore, the
profits they may make from providing utility services.
They gain from this regulatory control, however, bacause 3
while the maximum profits utilities mav earn may be
restricted, they also are assured of an opportunity to
earn a minimum of a reasonable vreturn on their
Investments.... Regulation by the Commission serves to
protect the public from a utility"s advantage due to its
monopoly status.... Electric and gas utilities are
presumed to be "natural monopolies", (emphasis added) k

The above quote notes that such regulation of a monopolistic!
Industry may restrict the maximum profits which may be earned, but
such regulation will also assure a "reasonable" profit sufficient
to guarantee the continued existence of the service.

Similar regulatory provisions are found 1in other '"natural

monopolies.” As stated in the 1989 Senate sunset review of chapter
367, Florida Statutes (Water and Sewer Systems)?
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C. Practical Considerations: If economic regulation were
=cnded, what additional regulation would be necessary, and

what would be the cost? - -

The audit conducted bw}the Auditor General recommends
ending economic regulation of pilots and inducing competition. Any
proposal for ending economic regulation of piloting must consider
any regulatory deficiencies which would result, and what additional
regulations and regulatory apparatus would then become necessary.

Ending economic regulation entails licensing all qualified
applicants as pilots, and then letting market forces determine the
pilotage rates. A maximum pilotage rate could be continued in the
regulation, but no minimum rate would be allowed. The point of
doing this would be to bring about competition among pilots.

Several important questions would remain:

1) Under a competitive environment, would there be a
requirement for the existing associations to accept the
new pilots? If not, how would these independent pilots
operate?

IT more pilots are licansed than are absolutely necessary,
It is very possible that the veteran pilots would seek to prevent
the new pilots from joining their existing associations. If pilots
are in competition for a finite number of jobs, each additional
pilot beyond the minimum number necessary to handle the available
work reduces the earnings of the existing pilots — to the extent
the new pilots can obtain jobs. Obviously, existing pilots have
no motivation to assist these new, 'surplus" pilots iIn obtaining
piloting jobs.

On the other hand, a law compelling the associations to accept
the new pilots has problems as well. It may even be
unconstitutional to compel a private association of professionals
to aqcept members.® Also, forcing a professional group to accept

9 1t 1s, of course, against the law to discriminate on the
basis of race, sex, national origin, etc. However,, it appears that
the association could legitimately bar any applicant on the basis
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