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California Legislature Approves Container Tax

The California state legislature recently approved a bill (S.B. 927) that would
impose a user fee on the owners of container cargo moving through the ports
of Los Angeles or Long Beach. The fee, which would take effect 1 January
2008, would be set at US$30 per twenty-foot equivalent unit, or US$60 for the
standard 40-foot container. One-third of the proceeds generated by this
legislation would be used by ports to improve their security and fund the
administrative costs for implementing this programme. The remaining two-
thirds would be allocated in equal amounts to the state's yet-to-be-established
Port Congestion Relief Trust Fund and Port Mitigation Relief Trust Fund.

Reportedly, several sources believe that California Governor Arnold
Schwarzenegger is likely to veto the legislation, although he has not made
any indication to this effect. Some legal experts have claimed that the hill is
unconstitutional because it impedes interstate commerce, an argument that
may play a role in the governor's decision. He has until 30 September to sign

or veto the hill.

Several industry associations, including the Waterfront Coalition, the National
Retail Federation and the American Apparel and Footwear Association have
expressed strong opposition to the measure, In a letter sent to Gov.
Schwarzenegger on 6 September, AAFA argued that the container fee will
place CalTornia's seaports at a competitive disadvantage vis-a-vis other West
Coast pods and olanned facilities in Mexico and Canada. AAFA believes that
the fee, c tupled with the congestion problems that are prevalent in Southern
California, will persuade shippers to move freight through alternative ports.

While some container cargo may gradually be diverted to other pores if a
container fee is ultimately approved, fl.e total nhumber of containers going
through the ports of L.A. and Long Beach is unlikely to change dramatically in
the foreseeable future. According to a recent report by the Congressional
Budget Office, approximately 28% or US$118.7 billion of the total velue of
container cargo imported into the U.S. in 2004 s. "ived at the port of L.A. while
an additional 15% or US$63.5 billion arrived at the port of Long Beach,
making these two ports the first and second-largest handlers of containerised
cargo in the U.S. The port of Seattle is the next largest port on the West Coast
(and fifth in the U.S.) with 5% or US$21 billion, foliowed by Tacoma,
Washington (4.6% or US$19.6 billion), Oakland (4.2% or US$17.7 billion) and
°ortland (0.4% or US$1.8 billion). At first glance, and judging from recent
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growth trends, the ports of Seattle, Tacoma and Oakland appear well-
positioned to capture any container trad? that may be diverted from L.A.
a.id/or Long Beach.

LR : http:/AMwmwv.tdetrade.comalert/us0619d.htm

Copyright (c) 2000-2007 Hong Kong Trade Development Council. All rights reserved.
Reproduction in whole or in part without HKTDC's permission is prohibited.
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California bill would tax container cargo. | Logistics Today (September, 2006)
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After failing in 2005 to have a measui enacted that would place a
tax on ocean containers, California Senator Alan Lowenthal

(www .senate, ca.gov/lowenthal) is back. Lowenthal's amendment to
the State Senate Bill 927 would assess a fee of *30 per twenty-foot-

equivalent unit (TEU) for cargo moving through the Ports...
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Scrap Magazine Schwarzenegger Vetos Container Tax Bill

About ISRI

ISRI recently wrote to California Gov. Arnold Schwarzenegger, urging him to veto a container tax
hill that would have Imposed a $30 container tax on imports and exports through the ports of Los
Angeles and Long Beach. Schwarzenegger has vetoed the bill.

Join ISRI/Renew
Chapters
Meetings & Events

ISR1 Store Schwarzenegger's veto language said that the aims of SB 927 were laudible, but that the bill was
“flawed in its construction, application, lack of accountability and failure to coordinate with other
public and private financing sources Ignoring opportunities to leverage additional ‘'unding,” He said
ISRI Safety any attempt to raise funds should better coordinate the public and private sectors and should be

Compliance Guidance

Trade more comprehensive than just to include two California ports.

Advocacy

ISRI News ISRI's ler t had argued the bill was redundant and may be unconstitutional and against international
trade law.

Theft Alert

Insuiance The letter noted:

Convention
ISRI is generally supportive of efforts to secure ports, mitigate pollution, and reduce congestion,

but container taxes are likely unconstitutional and may, In fact, violate international trade law.
ISRIGroups . 71 is a national trade organization, one that believes in free and fair trade, whose West Coast
members have provided jobs and pioneered the environmental movement for decades.
California scrap exporters already pay $100 per container fee through via PierPASS, a private

Links

Contact Us

Home
sector program.

< It makes no sense to sign a bill that would undermine Proposition
billion, just weeks before the November election.

IB, a port issues bond of $9.5

The container tax is the wrong approach at the wrong time, the letter concluded.

Tor more information about this issue, please contact Eric Harris, 202/662-851*1, encharris@ isri.org.

< ISRI's Letter tu ' .nv Srliw w-megger
- Veto Language

Back | ISRI News

Letter to Schwarzenegger About Container Tax (Adobe PDF File)
Schwaizcneqgqger Veto Language on Container Tax (Adobe PDF File)
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Vokc ol lhe Recycling Industry

September 20, 2006

The Honora' Ic \rnold Schwarzenegger
Governor, St; ;j of California

State Capitol

Sacramento, CA 95814

Re SB 927 (Lowenthal) -- VETO

Dear Governor Schwarzenegger:

Tf Institute of Scrap Recycling Industries (ISRI) has serious concerns
over the di ~tion California is taking to address port security, pollution
mitigation and transportation infrastructure issues. Although ISRI is
supportive of the Legislators efforts to address these timely issues, SB 927
(Lowenthal!), a bill that would impose a $30 container tax on imports and
exports mo' mg through the norts of Los Angeles and Long Beach, is the
wrong solutiot. Container taxes are likely unconstitutional and may, in fact,
violate international trade law. We strongly urge you to VETO SB 927.

With 21 chapters nationwide and headquarters in Washington, D.C.,
ISRI is a trade association that represents over 1.400 companies nationwide,
*00 of which aie located in California. Our members competitively process,
broker, and consume scrap commodities in the global market. ISRI firmly
believes in free and fair trade. Last year scrap recyclers handled more than
140 million tons of recyclables. Our West Coast Chapter members have been
providing good pa 'ing jobs in your state and pioneering California’s
environmental mo\ :meni for decades.

Trade, more specifically global trade, is vital to the scrap recycling
industry and to the U S. balance of trade, contributing nearly $9 billion last
year. Markets like China and India have become essential to those in the
scrap trading business in recent ye«rs and will continue to be. especially for
California companies.

SB 927 negatively impacts scrap exports. Privately imposed fees from
PierPASS, a non-profit created by marine terminal operators to reduce
congestion in the ports, already charges scrap exporters $100 dollars per
container fee. Added with the requirements of SB 927, scrap exporters will be
asked to pay $130 per container. Our members will be significantly injured
by this additional tax.

Largely due to a very competitive market and an increased number of
global participants, scrap exporters operate on extremely low profit margins.
A significant contribution to California recyclers’ ability to remain

1325 0 Street, N.W.. Suite 1000 Washington. DC 20005-3104 Tel: 202/737-1770 Fa*: 202/426-0900 isneisri.org



Vokc ol the Recycling Industry

competitive in the global market has been your state’s ability to keep export
costs low for bulk commodities. This market advantage is now in jeopardy
and could cost California good paying jobs.

SB 927 is not the right answer. You and the Legislature have asked
the Secretary of State to include SB 1266 in the November 7thelection. It
makes no sense to undermine Proposition 1B by passing SB 927 just weeks
before the people of California have had a chance to voice their opinion.

As a national association, ISRI understands the challenges of being all
things to everyone. But, we strongly believe that SB 927 is the wrong
approach at the wrong time.

We respectfully urge you to VETO SB927 (Lowenthall).

Sincerely,

Eric Harris
Director of Governmental and International Affairs

cc: The Honorable Fred Aguiar, Cabinet Secretary
Dennis Albiani. Deputy Legislative Secretary
Sunne Wright McPeak, Secretary
Business, Transportation, & Housing Agency

1325 G Street, N.W . Suite 1000 Washington, DC 20005 3104 Tel: 202/737-1770 Fax: 202/626-0900 isrtwisri.org
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v/L, NEWS RELEASE
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Liberty Place, 325 7th Street, NW, Suite

1100, Washington, DC 20004
Phone: 202.783.7971 Fax: 202.737.2849

For Immediate Release
Contact: J. Craig Shearman (202) 626-8134

shearmang@ nrf.com

Retailers Oppose California Container Tax

WASHINGTON, D.C., September 7, 2006 - The National Retail Federation this week urged California Governor
Arnold Schwarzenegger to veto legislation that would impose a $60 fee on containers moving through two of the
nation's largest ports, saying the measure would force retailers to bring imported goods into the country through

ports in other states,

“Cortainer fees of the sort contemplated in the Lowenthal bill would v,elate the Commerce Clause of the U S.
Constitution, international law and U S treaty obligations, and would expose the stale ol California to court
challenge were il to become law, NRF President and CEO Tracy Mullin said in letter sent to Schwarzenegger on
Wednesday Tn addition, the fee would substantially increase the cost of moving goods through LA/Long Beach
and adversely impact these ports' competitiveness and workforce as retailers and other shippers are forced lo
look for alternative pods outside the stale of California lo enter lheir goods/*

SB 927, sponsored by stale Senator Alan Lowenthal, D-Long Beach, passed (he state Senate 22-16 August 31,
one day after being approved 42-35 in the state Assembly, and is now awaiting action by Schwarzenegger The
measure, which would cost retailers and other shippers an estimated $500 million a yeai, would impose a $60
lax on each 40-foot container (or the equivalent number of other size containers) moving through the pods of Los

Angeles and Long Beach

Supporters say the bill would raise funds for improving port security, cleaning up pollution and building pod
infrastructure, but the measure is written in a way that would allow il lo be used for non-transpi atlon projects

and initiatives as well

LA and Long Beach are the two largest container pods used by retailers lo import merchandise from Asia that is
then distributed to stores across the nation The two pods handled a combined 3 6 million 40-foot-equivalerit
containers lasi year, according lo the Fod Tracker repod prepared each month by NRF and the economic

research, forecasting and analysis firm Global Insight

The National Retail Federation is the world's largest retail trade association, with membership that comprises all
retail formats and channels ol distribution including department, specialty, discount, catalog. Internet,
independent stores, chain restaurants, drug stores and grocery stores as well as the industry's key trading
padners of retail goods and services. NRF represents an industry with more than 1 4 million U.S. retail
establishments, more than 23 million employees -about one in live American workers -and 2005 sales ot $4 4
trillion As the industry umbrella group. NRF also represents more than 100 stale, national and international retail

associations www nd com,

1/27/2007
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The "Container Tax:” Just Another Proposition 13 Avoidancj Scheme

By Jon Coupal
Week of September 10, 2006

Now that football season has begun, optimistic fans dream of winning the big game and a
world championship. Coaches devise game plans that will keep the opposing team off
balance and maximize their chances of victory. For the unlucky teams who don't have the

best talent, deception and misdirection plays are the only chance they have to succeed,

The same is true In the California Legislature. The beginning of games on the gridiron
also signals the end of games under the Capitol dome, where politicians seek to gain
advantage with creative scheming and an assortment of trick plays. The legislative "end
run” Is one of the most popular tactics in the political playbook, One egregious example is
the recent passage of a half-billion dollar container tax. The bill, which would amount to a
massive new consumer tax, now sits on Governor Arnold Schwarzenegger's desk,

awaiting a swift veto by a leader who has rightly stood firm against all new taxes.

Senate Bill 927, authored by State Senator Alan Lowenthal attempts a.i end run around
the people of California, Proposition 13 and the Constitution. How so’ The purpose of this
bill is to impose a "fee" on every shipping container off loaded in the Los Angeles and
Long Beach Ports. Revenue from the fund would, ostensibly, be used to Improve the rail

system, enhance port security and mitigate the environmental pollution which results

from the transport of these containers.

But is this new levy really a "fee"” with a close connection between the fee payer and the
regulatory program sought to be financed7 Of course not. This is just another transparent

attempt by government to collect more revenue just because it can.

The real clue that this proposed "fee" is a tax is clear from the language of the bill itself.

In order to qualify as a true fee, we have to know, with some specificity, what It is that
the fee will be paying for. General categories of expenditure are not sufficient and

strongly suggest that the money will disappear into the various black holes of
In this case, it is even worse. Various agencies are tasked to
In order to

government bureaucracies.
come up with lists of projects that should be funded. This is backwards.
qualify as a true fee, the projects should ' ? known in advance. That way, the legitimacy
of the fee can be tested against the actual government programs or improvements
sought to be financed. Excuse us if we don't trust government, but when it comes to

legitimate "fees"” government has a horrible track record.

Supporters of the new tax return to the argument that more revenue is needed to
increase safety at ports and build new infrastructure to keep goods moving If that is
true, then why not simply follow the law which requires that new taxes be voted on by
the people7 Tax increases have been approved by voters throughout California including
conservative Orange County to liberal San Francisco. The people of California are smart
and have demonstrated their willingness to invest when there is a need. Container tax
proponents should have a greater trust in the people and a willingness to make the case

that their proposal is needed and appropriate.
Unfortunately, a stiaightforward approach is no lunger the way state and local politicians

play the game. Over the past five years, the California Legislature and local government

have tried to raise more than $7 billion in new taxes using creative strategies like the

legislative end run.
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The good news Is that the Governor has already affirmed his opposition to new taxes and
underscored his commitment to protecting jobs and the economy. He has zealously

promoted California agriculture to the world. If this measure becomes law, California's

economic competitiveness would be damaged as other ports in competing states and
countries would Immediately capitalize on the Increased transportation costs of doing
business with California. Meanwhile, the precedent established by passing on illegal tax
would open the door to new taxes of all kinds, passed without a vote of the people.
Indeed new supposed "fees" have already been proposed on just about everything
Imaginable -- on phone bills, electric bills, beer, bottled water, wine, soda, diapers,

prescription drug., health care facilities, bicycles and groceries (even on grocery bags
themselves)!

The Legislature has failed to call a tax a tax. Senate Bill 927's "user fee" is a tax - and

not an insignificant one either. It should be spiked by Governor Schwarzenegger before it

can harm California families v/ho deserve better.

Jon Coupalis president of the Howard Jarvis Taxpayers Association -« California's largest
taxpayer organization -- which is dedicated to the protection of Proposition 13 and

promoting taxpayers' rights.

To print or download a PDF version of this commentary, click here.

Back to Top
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RILA Urges Governor Schwarzenegger to Veto Anti-Business Container Tax

ARLINGTON, Va., Sept. 8 /PRNewswire/ -- RILA President Sandy Kennedy
strongly urged California Governor Arnold Schwarzenegger today to veto
legislation that would impose new fees on maritime cargo containers
arriving at the ports of Los Angeles and Long Beach. The legislation, SB
927, by Senator Alan Lowenthal would impose a $30 fee on every 20-foot
cargo container arriving and departing from these ports.

In a letter to Governor Schwarzenegger sent earlier this week u-ging a
veto of the legislation, Kennedy wrote that "additional cargo fees will
burden companies that already pay billions in maritime related costs, will
make California less attractive for shippers and may violate the U.S.
commerce clause."

“Mandating additional cargo fees could have unintended consequences of
directing cargo to other West Coast ports or even outside of the U.S.
altoget er, " wrote Kennedy. "The local economies surrounding L.A./Long
Beach depend on the jobs and tax revenue that the ports generate and the
addition of cargo fees could make the ports unattractive and jeopardize
future contracts with the region."

Kennedy also warned that container taxes are unconstitutional. It is
questionable whether California can legally impose fees on international
commerce to fund state programs,” she wrote. "Previous fees related to
international cargo and transportation have been struck down as
unconstitutional as they impede interstate commerce. Because many of the
containers moving through California ports are moving on to other states,
California would have a very difficult time making a container fee stand up
in court.”

Kennedy also reminded the Governor that industry already pays more than
its fair share in container fees, and that these fees are rarely used for
their intended purposes. "According to a 2002 General Accounting Office
(GAO) study fr--m 1999-2001 ‘customs duties levied on commodities imported
through the maritime transportation system averaged approximately $15.2
billion each year.” In addition to monies collected from user fees levied
on the maritime transporta ion sy..em, since September 11 the U.S. Congress
has authorized nearly $3.4 billion in federal grants solely for the state
of California that have helped to subsidize the port security needs of the
state,” wrote Kennedy.

"Before considering additional levies or fees, California should
examir. how to better direct existing resources in support of public
programs and the economic consequences of any new fees,* concluded Kennedy.

The Retail Industry Leaders Association (RILA) is a trade association
of the largest and fastest growing companies in the retail industry. Its
members include retailers, product manufacturers, and service suppliers,
which together account for more than $1.5 trillion in annual sales. RILA
members operate more than 100,000 stores, manufacturing facilities and
distribution centers, have facilities in all 50 states, and provide
millions of jobs domestically and worldwide.
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Gov. Vetoes LA, LB Container User Fee Legislation

8trzgl\jvpasrzeneggersinks Senate bill opposed by transportation, retail, and industry

SACRAMENTO - 09/23/06 - California Governor Arnold
Schwarzenegger has vetoed a controversial State Senate
bill that would have levied a user fee on every container
cargo discharged at the ports of Los Angeles and Long

Beach.

The wording of the legislation stipulated that revenues
generated by the bill would have been used only "to fund
rail system improvements, pollution mitigation measures,
and port security enhancements.”

The bill - SB 927 - was originally authored by Democratic State Senator Alan Lowenthal,
whose 27th Senate District encompasses the Port of Long Beach and several adjacent

communities.

The Los Angeles Area Chamber of Commerce (LAACOC) strongly opposed the bill, saying in a
statement following the Governor's veto that "SB 927, which applied only to our region's two
ports, was an unfair tax. It would have placed Southern California at a significant

economic disadvantage and potentially cost hundreds of jobs."

Joining the LAACOC in campaigning against the legislation was a litany of trade and industry
groups including the National RetaJ Federation, the Retail Industry Leaders Association, the
California Manufacturers and Technology Association, the Waterfront Coalition, the Wine
Institute, the California Chamber of Commerce, the California Farm Bureau, the California
Trade Coalition, and the Pacific Merchant Shipping Association (PMSA).

According to the San Francisco-based PMSA, the legislation "would have caused anti-
competitive and unfair impacts across the California goods movement industry.”

The group represents US and foreign-flag orzan carriers and marine terminal operators
responsible for handling 90% of the international cargo that moves through West Coast ports.

"The container tax proposal was a terribly flawed, unconstitutional and discriminatory
approach,"” said PMSA President John McLaurin, who praised the governor's action.

"The shipping and goods movement industry strongly supports efforts to address
environmental and infrastructure issues around the ports and we are committed to real public-

private partnerships to address these challenges," he said

California's ports, said McLaurin, "are already financed by user fee revenues which raise

Dtlp:/lwww.caltradereport.com/cWcbObjects/print-version.cgi?dynamic=http://www.caltra... 1/27/2007
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approximately $800 million a year for port operations, rail facilities, security projects and
environmental programs, including the most ambitious and aggressive air quality control

programs in the world."

The cargo tax proposal - which the Industry group called "illegal” - "raised serious legal
guestions as it was not a traditional fee for service."

The imposition of such fees "is contrary to the United States Constitution and would violate US
obligations under international treaties," said McLaurin.

In addition, he said, "SB 927 would have had other anti-competitive impacts on exporters and
mporters and would - if it were legal - actually result in increased diversion of cargo from the

ports of Los Angeles and Long Beach to other, lower-cost ports.”

According to the official language of the bill, the legislation was "intended to address the
enormous growth that is occurring at the ports of Los Angeles and Long Beach and
the effects of that growth and the ports' operations on the surrounding communities and

region."

In an earlier statement, Lowenthal's office said that "the ports are the single largest
source of pollution in the South Coast Air Basin, and the existing port-related infrastructure is
already strained and ill-equipped to handle the growth in cargo shipments that is occurring

and will continue to occur."

SB927 would have established two funds within the State Treasury for the deposit of revenues
generated by the container fee of $30 on every 20-foot equivalent unit (TEU) container
discharged at either port.

It called for each port to create a fee notification and collection process fee to go into effect
January i, 2007 and notify, no later than June 1, 2007, cargo owners that a "maximum" and
"modest' $30 per TEU user fee would be assessed beginning September 1, 2008 and

collected at least twice per year.

The ports of Los Angeles and Long Beach ram, respectively, as the first and second busiest
container ports in the US. Combined, they form one of the most active "load center" port

complexes in the world.

Last year, the Port of Los Angeles handled some 7.5 million TEUs, while the adjacent Port of
Long Beach saw 6.7 million TEUs' move through its terminal facilities.

Several telephone calls from the CalTrade Report to Sen. Lowenthal's office seeking comment
on the veto were not immediately answered.

http://www.caltradereport.com/eWebObjccts/print-version.cgi?dynamic* hup://vw\v\v.caltra... i/27/2007
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American Association

A A F A H of Port Authorities

Alliance of the Ports of Canada, the Caribbean.
Latin America and the United States

Repeal the Harbor Maintenance Tax
Now!

The Harbor Maintenance Tax (HMT) Is Broken. After fuily
funding maintenance dredning of federal navigation channels for
more than 100 years, Congress instituted a so-called "user fee" in
1986 - the HMT. Originally, the HMT was levied as an ad valorem
fee on cargoes and passengers using U.S. ports. Following a 1998
U.S. Supreme Court decision finding that the HMT was a tax, not a
user fee, and collecting it on exports was unconstitutional, the HMT
iIs currently levied only on imports, passengers, and domestic
cargoes. In addition, U.S. trading partners have alleged that the

HMT is an unfair trade practice.

No Other User Fee System Can Work. While other transportation
systems in the U.S. rely on a user fee, a user fee system is not
workable for dredging. First, there are numerous and varied users,
including the U.S. military. Second, many bulk U.S. exports, like
agricultural products, have very slim profit margins and additional
transportation taxes could price them out of the international
market. Third, not all high volume ports require significant

maintenance dredging.

Maritime Commerce Already Pays Significant Federal Taxes
and Fees. A September 1999 General Accounting Office report on
the Commercial Maritime Industry's Federal assessments found that
the industry pays significant taxes and fees into the Federal
Treasury - 124 assessments totaling $22 billion a year.

The HMT Has Driven U.S. Cargo and Jobs to Canada. Cargo
can enter this country through U.S. ports (and pay the HMT) or
come through Canadian ports and enter by land (and avoid paying
the HMT). The HMT puts ports near the Canadiar border at a huge
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disadvantage and has resulted in a loss of jobs in U.S. ports, which
are some of the highest paid union jobs in the United States.

The HMT Inhibits U.S. Coastwise Trade. The collection of the
HMT on domestic commerce is also a significant disincentive to
coastwise waterborne trade, which could help alleviate surface
transportation congestion in the future. Currently, international
cargo entering a U.S. port and then transshipped by water would be
assessed the HMT not once but twice. With trade projected to
double by 2020, elimination of the HMT would make coastwise

water transportation more price-corri,,etitive.

The Federal Role in Navigation Must be Maintained. Well-
maintained harbors are critical to our national and economic
security. The U.S. military depends on well-maintained navigation
channels since they use U.S. ports as bases of operations. Ports
also are a vital part of our transportation infrastructure, handling 99
percent of our nation's international trade. The maintenance of
navigation channels is an appropriate Federal government function
that provides benefits to American businesses and consumers in all

50 states.
As such, it should be funded from general treasury revenues.

The undersigned organizations ask for your support is repealing the
Harbor Maintenance Tax in 2001.

Repeal the Harbor Maintenance Tax Now!
e American Association of Port Authorities
e American Great Lakes Ports
 American Maritime Congress
e Americans for Tax Reform
e American Waterways Operators
e Association of American Railroads

e Association of International Automobile Manufacturers
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Chamber of Shipping of America

e Detroit/Wayne County Port Authority

e Electronic Industries Alliance

e Georgia Ports Authority

e Great Lakes Maritime Task Force

e Hampton Roads Maritime Association

e International Council of Cruise Lines

e International Longshore and Warehouse Union
e International Longshoremen's Association

e K Associates, Ltd.

e Lake Carriers' Association

e Management and Transportation Associates, Inc.
e Maritime Institute

e National Grain and Feed Association

e North Carolina Srate Ports Authority

e Port of Everett

e Port of Greater Baton Rouge

e Port of Miami

®Port of Oswego Authority

e Port of Richmond, VA

e Port of Shreveport-Bossier

e Seaworthy Systems. Inc.
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e Shipbuilders Council of America

e South Carolina State Ports Authority
e Tampa Port Authority

e The Port Authority of NY & NJ

e Toledo-Lucas County Port Authority

e Transportation Institute

e U.S. Great Lakes Shipping Association

e Washington Council on International Trade

e World Shipping Council

Copyright © 2006, American Association of Port Authorities

1010 Duke Street, Alexandria, VA 22314-3589 T: 703.684 5700 F:

703.684.6321 E: info@ aapa-ports.org
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Transportation Institute Industry Profile

r,J Industry Profile

Present Status

The United States continues to depend primarily on oceariborne shipments for its international trade. As the
world s largest trading nation, the United States exports and imports about one-fourth of global
merchandise trade in value annually (over $2 trillion in 2000). The largest part of this merchandise trade -
over 12 oillion metric tons of cargo - is moved by water. Another billion tons of cargo, 2-1 percent of the
Nation's total, is carried in domestic waterborne movements, which serve over 90 percent of the U.S
population. Based on current projections, by the year 2020 U S. foreign trade in goods may grow to four times
today's value and almost double its current tonnage, and inland waterways traffic will increase by one-tlvrd

The United Slates once relied on a huge fleet of relatively small ships lo provide the commercial and seulilt
shipping capacity appropriate for its trade. Since the end of World War Il. the U.S.-flag merchant marine has
been in a continual slate of decline. The United States now ranks 1Jlh in number of oceangoing vessels,
having fallen from a top-ten ranking just a few yeais ago. The U.S.-flag merchant fleet ranks 12th on a
deadweight tonnage basis. Today, the U.S. fleet's share of oceanborne commercial foreign trade, by weight,
cont nues to be less than five percent. Other traditional maritime powers have experienced similar declines.

While the number of vessels in the U S 'Uot has shrunk, at the same time many nations have built an
international maritime presence as a means of projecting visibility and earning hard currency. These registries
may not require the same level of prolection for seafarer health, welfare and safely as on U.S -flag vessels
Often foreign-flag vessel owners do no! pay any corporate income taxes on revenues earned in U.S foreign
commerce, and the crews frequently do not pay income taxes lo any country By comparison vessels
operating under the U.S. flay are subject to all the taxes and regulatory laws applicable in the United Stales

Changes in maritime technology and reductions in crew sizes have coniubuted lo a contraction of the
industry's supply of vessels and manpower. The average capacity of liner vessels in the U S.-flag fled is
nearly 28,000 DWT compared to 12,000 OWT in 1970. Even though the size of the U S.-flag fleet has
declined in recent years, the productivity of the fleet has improved substantially. Today, the U.S.-flag
foreign trade liner fleet carries over 42 percent more cargo than in 1970. but in fewer, larger vessels
Today's fleet includes ships and barges, and also containers, chassis, computer-based data systems,
rail and truck interchanges, warehouses piers, cranes, terminals, and highly skilled people ashore and
at sea. Technological advances have greatly improved the flow of cargo, resulting in virtually
seamless movement of goods from origin to destination anywhere in the world These advances have

also been applied to the movement of military shipments.

The- maritime issues and challenges facing the nation are significant and i/ mplox The present and luluro
ability of 'he U.S.-flag fleet to serve as a contributor to economic sovereignty and national security remains a
challenge Changes in world political trends and economies occur constantly The 104th Congress understood
the precarious situation the Nation faced when it overwhelmingly adr pled the Maritime Secunty Act of 1990

| his measure established the Maritime Se ‘y Program to support a fleet of militarily useful U.S .-flag
commercial vessels and American-citizen crews necessary for the military and economic security el the
Nation bunding for the Maritime Security Program permits 47 oceangoing vessels to participate in the

program

Types of Merchant Ships

The U S -flag merchant marine is made up of a variety or vessel configurations for specialized and jeneral
cargo purposes. The following is an overall synopsis ol lhe privately owned commercial self propelled and
non-self propelled U S -flag fleet as ol July 1,2002. in terms of number of active and inactive vessels engaged
hi core areas of operation -- deep-sea foreign, deep-sea domestic, Great Lakes, and inland rivers
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Vessels Over Vessels Under
1.000 gross tons 1.000 gross tons

Tankers 87 7
Dry Bulk Carriers 69 4
Containerships 85 0
Tank Barges 2.082 2,137
Dry Cargo Barges 690 23,006
Other Freighters ' 50 303
Other Barges 602 6,698
Passenger" 1.333 N/A
Towboats 5,445 N/A
Workboats *** 1,631 N/A
Dredging 570 N/A

TOTAL. 44.869 Vessels

Includes general cargo ships, roll on/roll off ships, multi-purpose ships.and
LASH vessels Excludes offshore supply vessels

“ Includes ferries, cruise vessels, day excursion vessels, vehicular and railroad
car ferries.etc

m*'  |ncludes crewboats,supply and utility vessels.

Sources Maritime Administration
World Dredging Mining and Construction

Manpower Pool

The pool of skilled labor actively employed on U S.-flag vessels is considered a national security asset able In
meet surge-shipping requirements during limes ol emergency According to the U.S Department of Labor, as
of year-end 1998 an estimated 56,000 people were employed in the waterborne transportation industry.
Approximately 30 percent of Ihcse employees worked onboard, merchant and civilian-manned military smalift
vessels on (he oceans and Great Lakes, 47 percent wore engaged in (tie inland, dredging and piloting sectors,
and Ihe remaining personnel worked in the passenger, gaming, sightseeing and excursion vessel trades

Cargo Carrying Capacity

As of July 1. 3002, the carrying rapacity ol Ihe privately owned active and inactive commercial self-propelled
and non self-propelled U S -flag fleel was estimated In he on metric lons)

Vessels Over Vessels Under

1 000 gross tons 1.000 gross lons
Tankers 5.349.000 metric lons  797.000 metric tons
Dry Bulk Carriers 2.600.000 metric lons 2,000 metric tons
Conlamerships 2.812.000 metric lons 0O
l.ink Barges 9.484.000 metric tons  3.168.000 metric lons
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Dry Cargo Barges 3.289.000 metric tons  36.436.000 metric lons

Other Freighters ’ 898.000 metric tons 149.000 metric tons

Other Barges 2.598.000 metric tons  5.827.000 metric tons

TOTAL: 73,409,000 metric tons

Passenger ** 900,167 capacity
Towboats 9.939.549 horsepower
Workboats *** 578,603 metric ton capacity

Includes general cargo ships, roll on/mll off ships, multi-purpose ships, and
LASH vessels Excludes offshore supply vessels.

Include s ferries, cruise vessels day excursion vessels, vehicular and
railroad car femes, etc

Includes crewboals. supply and utility vessels.

Source: Maritime Administration

Taxes Paid by the Maritime Industry

In addition lo federal and slate corporate and personal income faxes, the commercial mantime industry pays a
number of other federal laxes yearly in order to operate both domestically and internationally According lo a
study updated by the U.S General Accounting Office in September 1999 the commercial maritime industry
was assessed 522 billion in fiscal year 1998. near'y double Ihe assessment calculated in the agency's original
study just seven years earlier. Eleven federal ager.cies weie identified as levying a total of 124 diverse
assessments, 85 of which are specific to and paid only by lhe maritime industry Such taxes include the
Harbor Maintenance Tax, vessel entry processing fees vessel tonnage tax, and an inland waterways fuel lax.
In 1998. the U S. Supreme Court ruled that the export-related portion ol the Harbor Maintenance Fee violated

the constitutional provision of taxes imposed on exports

The 10 agencies for which taxes are collected incluri®

m  Animal arid Plant Health Inspection Service
* Centers lor Disease Control and Prevention
¢ Co ist Guard

« Customs Service

*« Federal Communications Commission

m  Federal Maritime Commission

®  Grain Inspection Administration

b Internal Revenue Service

* Maritime Administration

» National Oceanic arid Atmospheric Administration

The 105th and the 106th Congresses rejected an efforl of the Office of Management and Budget to tax only
commercial vessel operators for navigational assistance services, such as buoy placomont and maintenance
vessel traffic services, and radio and satellite navigation systems

Marine Insurance

http://www.trans-inst.org/1.htnil
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The general principles of marine insurance are the same as with other types of insurance in that there are two
parties the assured and assurer (or carrier). The complex circumstances involved in sea and inland voyages
require very specific arrangements for (he provision of marine insurance. Generally, the marine policy may
cover the risks of a single voyage or may insure for a certain period of time. Cargo is almost always insured by
voyage Vessels are usually insured for a certain duration of time, usually year by year. Cargo policies may be
[on a single lot or may be open lo cover cargo as shipped by the insured. Hull insurance or vessel insurance

may cover a ship or a whole fleet.

Hull and Machinery (H&M) Insurance

An H&M policy covers physical damage to the vessel, its machinery and equipment. In addition,
the policy normally covers general average, salvage, sue and labor and collision liability.
Coverage for a vessel under an H&M policy is written with a vessel value, which has been
agreed upon between the ov.ner and the underwriters of the policy Most H&M policies include
a deductible for partial losses, Often a shipowner may elect to cover a portion of the value of a
vessel for total loss only This is done using an increased value policy, which usually costs
significantly less than a full form H&M policy Them are several factors taken into account when
determining the rate being charged for an h'&M policy They include the type of vessel, the
value, the owner'operators experience the loss record. lhe size of Ihe deductible and Ihe
intended trade HoM policies can be written to cover a single vessel or an entire duel

There art* several different types of H&M policies a vessel owner can purchase lo insure his
vessel.

° Navigation Policy -- pro' i coverage when vessels are used
m maritime operations.

e Port Risk Policy - use” on a vessel is expected to he laid up
or non-operational for an  tended period of time

* Builder's Risk Policy -- used lo cover a ship being built from the
lime its keel is laid until lhe ship is completed and accepted by
the owner including sea teals

. War Risk Policy - covers damage to the vessel lor war and
oilier risks excluded from the H&M policy bv the War Strikes
and Related Exclusions clause 1his policy also covers damages
caused by Strikes, lockouts, labor disturbance riols and civil
commotions, which may be important in a port environment

Protection and Indemnity Insurance

A Protection and Indemnity (P&I) policy is purchased in conjunction with a hull in mranco policy
o provide liaoility protection not found in lhe hull policy. This type ol coverage is usually placed
ather through a mutual P&l Club or with individual ‘ lock insurance companies

The P&l polu y provides coverage should an insured vessel cause damage to piers, wharves,
bridges, cable or other fixjd or removable objects Also covered are the cosl of raising,
destroying or removing a wreck which is sunk and winch constitutes a hazard to navigation
bodily injury, loss of life, and sickness of seamen, jiassengers, shiji Visitors, stevedores, etc
coverage for the repatriation expenses of seamen who become ill and/or injured during a
voyage and collision osks no! lolly covered under a hull policy

f urther. ihe P&l policy |irovidos coverage lor damage m cargo caused by lhe insured vessel
should the damage arise Imm the negligence of the vessel operator and lor pollution risks
Operators often use this coverage to meet the requirements of Ihu Coast Guard to obtain
Certificates of financial Responsibility Domestically, many operators purchase pollution
protection coverage through the Water Quality Insurance Syndicate (WOIS)

For those shipowners who are not members of a mutual P&I club, lhe amount of insurance
provided in a P&l policy is usually equivalent lo the amount of insurance on the hull ol the
vessel |his amount of insurance is usually adequate whore the shiji owner may limit his
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pt rsonal liability to the value of the hull. However, where the owner of the ship has privy or
knowledge of the events or conditions that caused a loss, this limitation on the shipowner's
liaoility may no longer be applicable In those circumstances, an owner may purchase an

Excess P&l policy

back to too A

Ocean Shipping

Cumpanies

In 1996, the Congress enacted the Maritime Security Act establishing a 10-year promotional program for the
U.S.-flag fleet, the Maritime Security Program (MSP) It replaced the operating-differential subsidy (ODS) a
program authorized by the Merchant Marine Act of 1936 that sought to equalize the disparity in operating
costs between American-flag ships and foreign competitors with respect to wages, insurance, and
maintenance and repairs. MSP reduced by more than 50 percent the federal operating assistance payments
for militarily useful U.S.-flag ships - from a $225 million annual payment under the ODS program to $100
million under MSP. Payments to vessel operators are no longer based on collective-bargaining costs and ttie

difference between the cost of operating a foreign-flag and an American-flag ship

The 108th Congress, through the enactment of the Maritime Security Act of 2003, expanded the fleet from 47
to a total of 60 vessels. The legislation also called for additional funding for the program subject to annual

appropriations

MSP funding provides for the soon-to-he 60 U S -flag vessels to participate in the program Companies
presently awarded MSP operating agreements are American President Lines. American Car Carriers, Central
Gulf Lines. Farrell Lines. Intermarine Inc., Liberty Maritime*, lykes lanes, Maersk Line, OSG Car Carriers, and

Waterman Steamship

The 1936 Act also authorized ttie construction-differential subsidy iCDS) program, which was designed to
assist U.S -flag vessel operators by helping to fund the* difference in costs between having a ship built in i
foreign shipyard and having the same stiip constructed in a U.S. shipyard The CDS program while still

authorized, has not been funded since 1981.

July 2002 Self-Propelled U.S.-Flag Deep-Sea Foreign Trades

Vessel Fleet

VESSEL TYPE NUMBER CARGO TONNAGE
Contamership 61 2.510,000 metric tons
Dry Hulk Vessel 12 579,000 metric tons
Ligutd Bulk Vessel 17 771,000 metric lons
Other* 37 748.000 metric Inns

Includes general i.argo ships, roll on/roll off ships, mulli-puipose ships, and
t ASH vessels. Excludes offshore supply vessels

’

Source Maritime Administration

Liner Trades

Liner or berth service is defined as a scheduled operation by a common carriei whose ships operate on a
predetermined and fixed itinerary ovei a given route, at relatively regular intervals, and are advertised
considerably before sailing in order to solicit cargo from the public. Those common carriers provide
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transportation on fixed schedules and at rates (tariffs) made electronically available to the public. The liner
fleet includes full containerships. partial containerships, lighter aboard ships (LASH), roll on/roll off (Ro/Ros),
and barge-carrying vessels. Vessels in the liner trades carry high-value cargo as lo its worth and multi-faceted
cargo as to its physical description, including packaged goods and refrigerated fruit and vegetables. The U.S.-
ilag commercial fleet is a worldwide leader in innovative technologies in ocean shipping. Innovations include
double-stack trains, seamless cargo tracking and identification technologies.

[As of July 1, 2002. there were 127 private vessels (containerships. roll-on/roll-off, general cargo, multi-
purpose. LASH vessels, and deck barges) in the active oceangoing U.S.-flag fleet serving the foreign trades
In addition, this trade was served by 136 non-self-propelled vessels in excess of 1,000 gross registered tons

and 109 non-self-propelled vessels of less than 1,000 gross registered lons.

Shipping Conferences

One very important aspect inherent in the liner shipping industry is the
conference system. Conferences, first formed in 1875 by the steamship lines to
prevent predator/ rate wars, are defined as associations of water common
carriers which meet at stated intervals to discuss matters of interest and to set
tariffs, or rates and rate structures. Members of the conference agree to abide
by the rules of the conference with regard lo the rates that will be charged
There are two types of conferences -- open and closed. A conference is closed
if one can enter only by the consent of existing members of tne conference, It is
open if anyone can enter by meeting certain technical and financial standards
By statute. U S.-flag shipping companies are required to join only open

conferences.

Tramp Service

Non-liner service is comprised of tramp and other typos of non-scheduled
service, which do not conform to the critena for a common currier in liner
survice A tramp ship, m Ir uiillonal terms, ¢ one that operates on an irregular or
non-scheduled basis from one port of lading to one port of discharge, lifting one
dry cargo commodity, usually of low value without mark or count, arid from one
shipper lo one consignee Some vessels in irregular service, however, may
carry mixed cargoes of hulk and packaged goods. The tramp operator does not
usually hold himself out as a common carrier and his ship is free lo operate
anywhere on any terms, not infrequently being >bartered out on tirno terms
Rates vary from day to day depending upon supply and demand

Bulk Trades

The hulk shipping industry's economic environment is much different from the? liner industry. Bulk shipping is
much less structured and not organized along schedules but it is. in its own way. very disciplined Tin; hulk
|trades, mainly oil, chemicals and diy raw materials, are structured to follow the cargoes Tins means that an
operator does riot have a fixed schedule of sailings lor his vessel and will employ it where and when ho can
Iget a cargo Bulk service is generally not provided on <regularly scheduled basis, but rath r as needed, on
specialized ships transporting a specific commodity Cargoes are shipped unpackaged either dry such as

grain anil ore or liqguid such as petroleum products

Ttie rate structure is not set in deliberations by a group of operators as they are in a teier conference
Iramework Rather, the rates are set by dictates of market tun es of supply/demand for the commodity and lor
|tonnage Brokers arc the key to making contracts and many contracts art; executed over ttie telephone and by

Itelegraph sirl tty on the verbal agreement of businessmen In the hulk trades, bulk operators are contract

carriers, either time or voyage chartered by the shipper

IBulk carriers can be divided primarily into two principal types of ownership, The first is the proprietary owner,
whose costs may hr? calculated as pail of the corporation’s operating expenses To minimize those costs the
I proprietary owner may try lo offer his ship for charter on the ballast teg of a voyage The other type is the
pnvalely owned company which sells its transportation service as lho market dictates. Both types are not
common earners but contract carriers which chador ships on a long-term or short-term voyage or other basis
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Bulk operations in foreirin trade include both dry cargo vessels (grain and coal carriers) and tankers
| (chemical or petroleum products).

Dry Bulk Fleet

As of July 1. 2002. there were 1? Jry cargo vessels in the privately owned oceangoing active
U.S.-flag fleet serving the fore'gn trades. These ships are specifically designed to transport vast
amounts of cargoes such as sugar, grain, ore. coal, etc Examples of dry bulk vessels include
colliers and OBOs In addition, there were 101 non-self-propelled vessels of 1,000 nrt or
greater and 106 non-self-propelled vessels of less than 1,000 gross registered tons serving the

international trades.

Liquid Bulk Fleet

As of July 1, 2002, there were 17 liquid bulk vessels (tankers) in the privately owned
oceangoing active U.S -flag fleet serving the foreign trades, operated by the vessel-operating
subsidiaries of major oil or other companies, or by independently operated companies. These
ships are specifically designed to transport oil and other liquid cargoes At times, tankers also
carry grain Examples of liquid bulk vessels include tankers, liquid natural gas (LNG), arid liquid
petroleum gas (LPG) carriers In addition, there were 39 nou-self-propelled vessels of 1,000
gross registered tons or greater and 3 non-self-propolled vessels ol less than 1,000 gross
registered lons serving the international trades

Flags of Convenience

(FOCI All ships must ho registered to one of the nations of the world in order that responsibility
for violations of international law and convention may be assigned. These ships then fall under
the jurisdiction of their nation of registry. Shipping concerns adopted the practice of shopping
around for nations that would give them the best deal on taxes, wages, and legal restrictions
They “conveniently" register their ships with these countries, which include Liberia — which has
the world's largest shipping fleet -- Panama Honduras, the Bahamas Vanuatu and the

Marshall Islands

International Maritime Organization

flu. International Maritime Organ *ilion (IMO). a spec' od agency of Ih : United Nations whose primary
Ifocus is maritime affairs is resp .insible for measures to impruve the safety of international shipping and
prevent marine pollution from snips It is also involved m legal matters, including liability arid compensation
issues and the facilitation of international maritime traffic. Established under a 19*18 United Nations Convention
that entered into forco- >n March 17 ldr, 3 'MO is open to membership by all slates that are members of the
United Nations and to other states in aCCOrdance with the admission procedures of the IMO Convention

IMO consists of an Assembly, a Council and five CommitluRK Maritime Safety Committee (MSC) - the senior
Itechnical body responsible for all matters affecting maritime safe /; the Marine Environment Protection
Committee (MEPO- responsible lor Ihe prevention and conlrol of pollution from ships, the Legal Committee;
lhe Facilitation Committee and, ihe Technical Cooperation Committee. The organization, which is based m
London. England, currently has 162 member stales and two associate members. The Secretary-General.
IWilliam Q'Noil of Canada who is appointed by Ihe Council and approvod by lhe Assembly, heads the IMO

| Secretariat

United States' Role

The U.S. Coast Guard, by appointment of Inhe Department of Stale, leads U.S delegations to
IMO meetings while the Department of State leads lhe U.S. delegations to the Council and lhe
Technical Cooperation Committee In addition to the Coast Guard, U.S. delegations often
include representatives from other U S. agencies, such as lhe Maritime Administration, the
Department of Defense, the National Oceanic and Atmospheric Administration, and ihe
Environmental Protection Agency Private sector representatives also serve on the U S
delegation, including repr ;enlalives of the Transportation Institute
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Since the tale 1970s. the United States has taken the initiative to improve International
standards for maritime safety and protection of the marine environment so as to provide a
significant degree of protection for its waters, waterways, environmental resources, population,
and property Largely as a lesult of U.S. efforts, the international maritime community has
become more uniformly regulated by increasingly comprehensive and stringent inte. national
standards. Over the past three decades, most of the vessel design, equipment and operational
standards adopted in IMO instruments have evolved to Ihe point of substantial parity with U.S.
requirements A d in 2002. Ihe United States was instrumental in persuading lhe IMO to adopt
a comprehensive regime to strengthen maritime security and preven' and suppress acts of

terrorism against shipping

IMO conventions are not automatically binding upon governments, since IMO only
recommends the decisions to member governments for adoption An IMO convention is not
binding to Ihe United States and industry until certain criteria are met These include official
recommendation of the convention to the President by the State Department; ratification of the
convention by the President upon lhe advice and consent of (he Senate; domestic,
implementing legislation, if required, and promulgation of regulations by the Coast Guard, if

required.

IMO Conventions and Protocol's

Currently. IMO has adopted 40 conventions and protocols that are mandatory instruments for those countries
that have become party to them The majority of conventions adopted under lhe auspices of IMG or for which
the organization is otherwise responsible falls into three main categories - maritime safely; the prevention of
marine pollution; and. liability and compensation, especially in relation to damage caused by pollution Outside
of these maior groupings are a number of other conventions dealing with facilitation, tonnage measurement
unlawful acts against shipping and salvage, etc Some of the more important conventions of interest and
importance to vessel operators and lo which the United States is a sigmuory include

« International Convention for Safety of Life at Sea (SOLAS) regarded os
the most important of all international treaties concerning lhe safety of
merchant ship® and which specifies minimum standards for lhe construction

equipment and operation ol vessels.

m International Contention for the Prevention of Marine Pollution from
Ships (MARPOL) - which places restraints on the contamination ol the sea

land and air by ships.

International Convention on Standards of Training, Certification and
Watchkeeping for Seafarers (STCW), 1978. as am nded in 1995
establishes internationally acceptable minimum standards and requirements
on training certification and watchkeeping fur seafarers

the IMO has also developed 2(5 separate ¢ ‘'es of safe practice, some of which are mandated through a

specific convention and others of which are only recommendations, for example

International Management Code for the Safe Operation of Ships and for
Pollution Prevention (ISM Code) - establishes salely management
objectives and emphasizes lhe rale of sound management in safety and
pollution prevention Compliance with lhe ISM Code is mandated by the

SOl AS Convention, Chapter IX

' International Ship and Pod Facility Security Code (ISPS Code) - details
security-related requirements for governments, port authorities and shipping
companies in a mandatory suction (°art A), together with a series of
guidelines about how to meet these 'oquirements in a second nun-

r i.indatory section (Part B) The ISPS Code will come into force in July 2004

In addition, IMO has approved or adopted hundreds of recommendations and guidelines in lho form of
resolutions, circulars, and manuals 'hat further supplement or assist in the implementation ol the conventions
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protocols, and codes to improve maritime safety and the protection of the marine environment,

bach to top A
Jones Act / Domestic Shipping

The Jones Act

America's dependence on the s :as has been integral lo its economic health and survival as a nation. Similarly.

I because of the vastness of the nation, the expansive network of rivers, lakes, and canals is critical to Ihe

| efficient transportation of natural resources, food, and manufactured goods from state to state and ultimately to |
market. Because of the importance of the merchant marine and the critical role lhal coastwise and inland

| waterway transportation plays in its economy, America has always made sound decisions about protecting lhe

integrity of this system along with the vitality ol our waterways.

Thus, the Jones Act titled after its sponsor Senator Wesley R. Jones, a Republican from Washington State,
Iwas passed as part of the Merchant Marine Act of 1920. This federal legislation specifies that domestic
waterborne commerce between two points within lhe United States and subiect to coastwise laws must hr:
transported in vessels built in the United States, documented under the laws of the United States, and owned

by the citizens of the United States

Provisions such as these are not unique in the world, nor are they new to the United States A recent survey
| conducted by the Maritime Administration. - an agency of the Department of Transportation - found that 47
nations have laws restricting foreign access to domestic trade These similar cabotage laws - from the Frem h
Iword caboter which means to sail coastwise or by the capes - reserve a country's domestic maritime
' (ransportalion for its own citizens Cabotage principles are designed to guarantee the participation of a
Icountry's citizens in us own domestic trade. These laws foster the development cfa merchant marine and give
I preference to local labor and industry. More importantly, they supporl national security and protect the
Idomestic economy Cabotage laws have been the norm since the early days of our nation. In 1789. the first
Congress of the United States restricted registration for coastal trades and fisheries lo U.S -built and U S -
owned vessels and gave these vessels preferential treatment with respect to tonnage taxes and cargo import
I duties. Additional cabotage 'aws were enacted during lhe intervening years between that first cabotage law
and the enactment ot the Jones Act over a century later Variations of these cabotage laws exist today in the
U.S transportation, utility, and communication ; industries Federal laws reserve other kinds of U S maritime
activity lo Americans -- including passenger ships fishing in U S. territorial waters towing in U S harbors or
| between two points in the United States, salvage operations in the U.S dredging in U.S waters, and the
exploitation ul minerals and oilier energy resources wilhin the 200 mile economic zone

Maritime Administration
Survey of <ifty Three Maritime Nations
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Source U S Department of Transpoilation

The Jones Act fleet includes over 42,000 commercial vessels and annually transports approximately one
billion tons of cargo. Based on lhe principle that cargo carried between U.S ports is vital to the American
economy, the Jones Act protects the nation's waterways from being turned over tc foreign ships, owners, or

crews.

Important Benefits of the Jones Act

m The Jones Act assures that the U. S mainland and its offshore communities continue to have reliable
domestic water transportation service subject to national control in times of emergency.

m Jones Act vessel construction and repair in U.S. shipyaids assures the availability of the skilled
professionals and the modern facilities needed in time of war or national emergency

m  Freight revenues earned by domestic carriers, shipyards, and repair yards are subject to taxes.
Foreign owned carriers and shipyards are not'

m Because of these requirements for the U S -manned vesse's. the American merchant manner is kepi
emp'oyed and trained, while al the same time maintaining readiness to man essential vessels in limes

of war or national emergency

Jones Act vessels support a wide range of American industries. For ocean shipping, the coastwise and
mtercoaslal fleet primarily employs crude oil and product tankers while lhe domestic ollshore fleet mainly
employs container vessels. For Great Lakes shipping. Ihe Jones Act fleet carries iron ore. coal and limestone
Inland waterways shipping carries more domestic cargo than ocean shipping and Great Lakes shipping
combined, transporting farm products, petroleum products, coal and non-metallic minerals, and chemical and

allied products in bulk by barge

Fvery Statu Benefits From Jones Act Trade

Jones Act cargo movement tnclu * . crude oil in coastal tankers from Alaska to California, gram via inland river
barge from the Midwest to the Gulf Coast, metallic ores from Minnesota and Michigan in massive self-
unloading Great Lakes vessels lu Indiana and Ohio inter-plant movement of chemicals and fertilizers along
the Texas Gulf Coast coal by barge from Appalachia to the Midwest and merchandise lo and from Alaska.

Hawaii, and Puerto Rico

On a value-of-c.irgo basis 19 slate-to-slatc Hows account for 40 percent -- over $200 billion m of Jones Act

cargoes
Domestic Jones Act Tonnage by State 2001
{thousand metric tons)
STATE SHIPPING RECEIVING INTRASTATE
Alabama 9 48b 15 443 11,774
Alaska 47.45)1 2.323 1.561
Arkansas 3,977 4.355 2725
California 5.065 27.176 8.109
Connecticut 791 10.569 1.186

Delaware 12.452 1.839 1.824
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District of Columbia
Florida

Georgia

Guam

Hawaii

Idaho

Illinois

Indiana

Kansas

Louisiana

Maine

Massachusetts

Minnesota
Mississippi
Missouri
Nebraska

New Hampshire

North Carolina

Oklahoma

Oregon
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Pacific Islands
Pennsylvania
Puerto Rico
Rhode Island
South Carolina
Tennessee
Texas
Trans-Shipment
Vermont

Virgin Islands

Washington

Wisconsin

12020

20.341

2,010

Indicates ports and offshore anchorages where cargo is moved from one vessel lo another

Source' U.S Army Corps of Engineers

IA Major Source of Employment

An estimated 124.000 U S citizens are engage
vessels the building and

d in a variety of Joi.es Act-related jobs including the crewing of

« air of those vessels, and the shore-side management and support of trade On ill

IAmerican coasts, throughout the inland waterway system, and across the Great Lakes. Jones Act employment
impacts the economic vitality of much of the United States.

Tho Jones Act Employs Approximately 12-1,000 Persons

on a Full-Time Equivalent Basis

Number of Jobs
80,170

14 000

0.139

17,247

2,397

416

019

123,988

http://www .trans-inst.Org/l .htinl

Jobs Employment Category

Crews of Jones Act vessels

Maintenance of Jones Act vessels

Shoreside management of vessels and core marine business
Construction and repairs of Jones Act vessels al shipyards
Supply of slores. sup lies and equipment

Providing insurance cc.orage lo the fleet

Financing the Jones Act fleet

Total

Source: Mercer Management Consulting. Inc.
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A Large Contributor to the American Economy

The total direct economic activity associated with the Jones Act fleet is estimated at $15 billion each year. This
includes SB billion in other goods and services, excluding fuel, which are largely produced by American
manufacturers and financial institutions. The Jones Act fleet transports about 1.1billion tons of cargo wodh
approximately $222 billion at a cost of about $12 billion - less than 6 percent of the value of the cargo
Approximately $1 billion of transpodation and other services to meet the needs of offshore oil and gas
operations is generated and S1 billion in other marine activities including dredging, patrols, and environmental

services is generated by the Jones Act fleet

The Jones Act is a Major Contributor to the U.S. Economy
(millions of dollars)

Jones Act Fleet: 41,-119 Vessels
124,000 Jobs

Total: $14,874

Source: Mercer Management Consulting, Inc.

The 124,000 employees that arc involved in Jones Act activities annually pay $1 1 billion in federal income
luxes and S2/2 million m stale taxes In addition the operators oi Jones Act vessels and the shipbuilders and
repairers that support them contribute about S300 million and $55 million in federal and state taxes,
respectively, on their corporate profits. The reality is that a significant portion of this revenue would not ontot
the U.S economy it the Jones Act did not exist and il foreign shipyards, uicws. owners, and suppliers were
operating within U.S waters while? purchasing goods and services outside of lhe U.S The simplistic view of
income taxes paid on Jones Act fleet operating profits underestimates lhe full effect of the Jones Act

Suppliers create jobs and earn profits on the goods and services they provide to Jones Act operators, resulting
in even more lax revenue generated as a result of the Jones Act

An American Tradition Worthy of Protection

Some have criticized Ihe Jones Act, saying that it protects a more expensive mode of transportation that costs
America more dollars The reality is that the difference between U.S. and foreign costs for shipping can be
explained entirely by the difference in costs related lo taxation, regulation and iabor costs, and working

conditions

Americans have a higher national standard ol living, compensation, and working conditions American workers

http://www .trans-inst.org/1.html
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and American companies have to meet national safety regulations. American employers have to adhere to
strict U S. laws. American companies, their employees, their vendors, and suppliers all have to pay American
taxes. All of these costs directly impact shipping costs, and thus American snippers. No matter how
streamlined and cost-effective their operations are. they will always he at a disadvantage when compared to

foreign operators who do not have to play by comparable rules

If the Jone« Act was repealed, the U.S would experience a devastating loss of maritime jobs - a loss to the
U S that is estimated at $15 billion in direct economic value. In addition to the economic damage that would
result from the thousands of lost jobs, shipyards would stop investing in cost-efficient operations. Long-term
shipping contracts would cease, thus the economy of scale built into those contracts would disappear The
current Jones Act fleet would begin to erode and defaults on federally-guaranteed mortgages would escalate
dramatically, costing the federal government millions of dollars. Total exposure of the federal government and
the owners of the vessels has been estimated to be over $1 billion, thus the government has a compelling
financial incentive in seeing that the Jones Act fleet is not undermined and wiped out by foreign competition

By Necessity ... A Competitive and Innovative Industry

Jones Act marine transportation is fiercely competitive, with carriers competing for spot business and long
term contracts. As a result, rates are naturally constrained. Interestingly enough, while general inflation has
doubled and insurance and other costs of doing business have skyrocketed during the past ten years, Jones
Act rates for petroleum products have remained fixed. In some markets, such as the inland grain trade on the
greater Mississipp' River system, a futures market exists to forward fix, speculate, and hedge gram barging

commitments.

Jones Act marine transportation rates are also naturally limited by competition from other modes of
transportation In virtually every market, rising mantime shipping rates trigger customers tu shift cargoes to
other modes of transportation On the flip side of the coin, Jones Act trade muct remain competitive arid keep
its costs low in order to capture cargo from competing modes of transportation, sur h as oil product pipelines
connecting the U S Gulf to the Mid-Atlantic slates and western coal delivered to the southeast by rail Foreign
sourcing and transportation also imposes powerful rate ceilings on many cargo movements, such as the
shipping of petroleum products on the Atlantic Seaboard

At the same time, innovative production techniques have resulted iri lower construction costs. For example,
barge prices are lower today Il jn they were a decade ago Innovative technologies and economies of scale
have been developed in order to meet vigorous competition And all of this has occurred naturally within the
industry, thus there is no requirement for the manipulation of outside forces in order to increase competition or

innovation It is already happening -- wilfi very positive results for America and American taxpayers

Buy American

The sum and average 30-,ear life of the fleet used in Jones Act trade d<(talcs that about 2.000 replacement
vessels are required eatft year lo maintain the fleet at its current capacity With these 3,000* Jones Act
vessels being replaced each year, approximately 20,000 shipyard workers tie employed through new vessel
construction In addition. 14.000 American jobs are created as a result o! the maintenance arid repair of
existing vessels used in Jones Act trade. The "rule of thumb" for Ihe Jones Act fleet is that new construction

creates tO shipyard (Ohs per "average" vessel

Potential Jones Act Vessel Construction Schedule
and Shipyard Employment
Aannual averages in five year increments)

1/27/2007
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Souice Mercei Management Consulting. Inc.

If foreign-flag ships were permitted to transport merchandise between two points in the United Stales the
foreign-flag operators would be able lo avoid paying U S. taxes! They would employ foreign citizens, not
Americans They would tie subject to foreign construction and safety rules, not stringent American guidelines
Amending the Jones Act would result iri the removal of a portion of the U S gross national product adversely

affecting the U.S balance of payments.

The ripple effect on ttie U S. economy would extend far beyond the waterfront. Shipyards, their suppliers, their
insurers, their employees, and Iho employees of their suppliers would suffer. Land transportation systems that
now efficiently connect and coordinate with water transpodation systems would encounter more complex
problems in maintaining the smooth How of domestic cargoes, which would, in turn, increase shipping costs
Terminating the Jones Act amounts to a shortsighted and "penny wise, pound foolish" decision if it comes to

pass

Foreign trade ministers oppose the Jones Act for very obvious economic reasons. They want to build ships in
their own subsidized shipyards that would be used to transport the domestic commerce ol the United States
Meanwhile, they do not "graciously" offer to terminate their own cabotage laws in exchan And even if they
did, the deal would not bo equitable since America's domestic trade is far greater In size Inan the domestic

markets of our foreign competitors.

Our Nation's Security Depends on the Jones Act

An undeniably vital aspect of the Jones Act is the range of national security benefits Haffords the United

Slates. First, the Jones Act fleet plays a vital role in maintaining the nation's economic security by ensuring

that the United States controls its essential transportation assets and lhe related infrastructure .n bolh
peacetime and wartime American-owned and American-manned ships ensure the safe transport of gram

down the Mississippi, ore across the Gre.it Lakes coal from America's heartland, and more, Without the Jones j
Act America's internal nelwork of waterways wou'd be vulnerable to foreign shippers w-ho don't play by the
same set of safety rules or adhere to important environmental standards. America’s economy relies on an
efficienl system of shipping, llius with foreign vessel operators ploying a role, our natural resources and goods,
and citizens are subject to the whims of ship operators who have a lot less at stake

Because of the Jones Act trade American shipyards and repair yards efficiently operate during times of
peace. As a result when war places demands on these resources, they can be mobilized to repau convert,
and construct vessels for military use - quickly arid efficiently At lhe same time, with (he Jones Act in place,
equipment rnanufa Jurors that supply (ho military are in business and ready lo servo the nation when they are
called upon to use their expertise to produce vital equipment for military needs

In addition, lhe actual Jones Act vessels and Jones Act crews form a ready team of professionals who play a
central role in meeting U.S defense needs when they emerge - sometimes at a moment's notice. Without this
ready fleet of ships and people, the U.S. taxpayer would bear the burden of building these ships and
maintaining these highly technical capabilities over many years It lias been estimated that the Department el
Defense would have lo spond StfOO million annually lo maintain these resources With the military budget
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under continued assault to streamline staffing and ship requirements, it is easy to see the importance of
Keeping the current cost-effective manning and shipping system intact through the Jones Act. The Jones Act
fleet serves as an important adjunct to government-owned defense resources, without any burden of cost to
the government and the American taxpayer. And real world demonstrations such as the Vietnam conflict and
the Gulf War confirm the importance of Jones Act vessels in the mobilization of U.S. allies and in meeting

| logistics requirements.

“The Gull War was a staggering logistical accomplishment.. WWe moved more than 95 percent
of all the equipment, supplies, and fuel by sea. And U S.-flagged ships carrier. 80 percent of the
ocean going cargo We did it in record time and with a near-perfect safety record We tapped
the U S maritime industry and thousands ol merchant mariners lo help augment the

government's strategic sealift forces "

VVADN Francis R Donovan
'‘JSN Commander Military Sealift Command, August 1992

[Critical To Our Environment And To Our Safety

| The regulations issued and enforce” oy ttie U.S. Coast Guard are the most effective in the world. Employing
U.S citizens and resident crews w' ile navigating the c\ nsls and rivers of America involves the reliance on
Ipeople whose orientation is to obr the law. worK hard, jnd have a personal stake in the environmental and
economic well-being of the United States Thus, communities from sea to shining sea are safer for having U.S
operators and U.S merchant mariners serve the nation's maritime transportation needs. Thus, the Jones Act is|

| vital to the environmental security of our nation

The U S Merchant Marine must meet the stringent requirements ol federal s ate, and local laws lhat protect
| America's precious waterways and tidal areas The U S Merchant Marine is required to meet stringent
oversight inspections that have the highest standards in the world Plus, because Jones Act carriers are liable
for failures in performance by law, through insurance premiums, and through the pressure of demanding
Icharterers, I3 S operators cannot cut Clrners or run a slipshod operation using unirained mariners The
lintroduction of foreign-! ) ship operators into the American system invites disaster Some foreign ships do not
have the burden of following national guidelines that gu irontue a well-maintained vessel that is construct'd foi
superior safety. Foreign crews are olten paid extremely low wages, receive few benefits and work inhumane
| schedules Many do not have the superior level of training or professionalism lhat characterizes the U S
Merchant Marine Thus, if the Jones Act is repealed, America's waterways will he heavily traveled by vessels
and crews that do not perform to American standards -- nor will they have the incentive to do so

If the Jones Act were to bo terminated, the number of foreign-flag vessels carrying hazardous cargoes along
our environmentally sensitive coastlines and within the harbors and waterways would increase beyond lhe
already unacceptable level. Our nation's precious environment would he even more vulnerable to those whose

| operating systems are not jp to our standards or within our control

Vitoi To America's Future

The Jones Ac! has been integral to the economic and national security of our nation since it began Today, the
Jones Act offers a clear way to preserve the millions of dollars of tax income gained from Jones Act trade and
fleets The Jones Ai.t employs thousands of Americans through shipping and shipping Support a< tivities a. rows |
Ithe* nation The Jones Act fleet is @ competitive and innovative industry that continues to provide America with
Ihigh quality and cost-effective services from coast to coast 1lhe Jones Act ensures a ship building and ship
I repair resource that can bo mobilized quickly in times ol war The Jones Act guarantees a professional and
ready lon e ol mop hunt mariners who .ire vital lo America'l ability to supply our military forces bringing lood, j
equipment, and ammunition needed lo sur,ain a Keftflicl in distant lands The Jones Aul ensures that our
[nation's waterway- are traveled by well-built ships that meet American safety and environmental standards

Ihe Jones A<t facilitates America's complex and streamlined system ol transportation of goods that is

linvaluable to a strong economy

America cannot aftord lo lose contiol of the movement of crude oil in coastal tankers from Alaska to

[California  grain via inland river barge from the midwest to the Gulf Coast mete'kc ores fiorn Minnesota
and Michigan on Great Lakes vessels to Ohio  coal by barge from Appalachia
1Alaska, Hawaii, and Puerto Rico. American citizens residing across the vast reaches of this nation expect and
deserve the broad-reaching benefits of our nation's ouironl high standard ol shipping and professionalism Ihal

is guaranteed by lhe Jones Act

and goods to and from
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The Jones Act is an American tradition founded on common sense; an American tradition that protects
economic superiority and national security throuyh quality shipping and unparalleled professionalism.
Cabotage laws have enabled America to become the economic force of the world while securing the safety of
our vast national network of inland waterways and coastwise trade. The Jones Act has served America well
during the better part of this century, fostering a superior and streamlined system of transportation that is so
critical to our nation's economic health and fostering the professionalism of a learn of merchant mariners
second to none. The Jones Act has had a dramatic impact on America's past It has brought us to a position of

strength today. It will continue lo serve America well in its future

For further information about the Jones Act. please visit the Maritime Cabotage Task Force

Domestic Shipping

This segment of the American merchant marine that operates on lhe Great Lakes, the inland waterways, and
in the coastwise, intercoastal. and domestic offshore trades carries a combined total of over one billion short
tons of cargo each year. The major products moving in the domestic trade are crude petroleum, raw mateuals,
coal, chemicals, and farm products. Traditional liner cargoes and manufactured products move between the
contiguous 48 states and Alaska. Hawaii and Puerto Rico. In order to maintain market share, the domestic
fleet must compete successfully with alternative modes of inland transportation, including railroads, trucking,
and occasionally airfreight Il is a vital component of the overall transportation network that serves our

country

In 2002. Ihe Jones Act fleet comprises more than 41 .000 vessels arid associated equipment, inoludir j
approximately ODD tugs and 'JO.000 barges, needed lo carry this cargo and 80 million passengers annually
These vessels range fiom the largest of containerships to small, dry cargo barges including tankers, dredging
vessels, and passengei ships. To move these commodities and passengers. Ihe fleet has doubled in size
since 19G5 based on the number ol large vessels in Ihe fleet During the same timeframe, productivity has
more that tripled, increasing al an annual rale 2-4 times greater than America business on the whole.

The U S domestic fleet plays a vital role m sustaining the national maritime infrastructure mat supports U S
maritime and naval power. For example, 87 percent of all U.S.-flagged shipboard employment
opportunities are found in the u.s. privately owned, domestic fleet; that fleet provides over 70 percent

of the new construction opportunity for u.s. shipbuilders; and 07 percent of all cargo moving on u.S.-
flag vessels moves on vessels operating under the coastwise laws

Domestic waterborne services offer the Nation a number of
benefits:

h  Rnl ilivuly low Ir.inspurtulion costs. s specially Ur low-value/ln commodities that are often in close

proximity to the domestic waters
m Historically determined location ol major industrial i eaters close to or along domestic waters

m |-Y'liol of tongosl.on it land and air-based facilities during national emergencies

Domestic Deep-Sea Trades (Coastwise and Non-Contiguous)

The major segments ol the domestic deep-sea trade are the contiguous and non contiguous trades The major
nun-contiguous trades are between the mainland and Alaska Hawaii, Puerto Rico, Guam and (ho islands el
Wake and Midway |lie contiguous routes i onsisl o( the coastwise traffic along Ihe Atlantic, Gulf ind Pacific

Coasts

Cargo m the domestic deep-sea trad*) is predominantly industrial principally petroleum and dry bulk products
In 2000, mom than 226 million metric, tons of cargo was transported via lhe domestic deep-sea trade
Petroleum products au.ounlod lor 00 percent, uude petroleum lor 21 port ent chemicals lor 6 percent and
coal for 6 percent Manufactured products that move primarily in non contiguous trades and food products
accounted for the remainder As of July 1 2002 Ihe self-projtelled and non self-propelled commercial deejt-

sea domestic fleet was comprised of

TYPE NUMBER CARGO CARRYING CAPACI TY

Tankers 139 5,364,000 metric tons
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Dry Bulk Carrier 2 71,000 metric tons
Containerships 24 302.000 metric lons
Tank Barges 669 4,398.000 metric lons
Dry Cargo Barges 353 2,075,000 metric tons
Other Freighters' 196 238,000 metric tons
3,285 3,472,000 metric tons

Other Barges
Tugs/Towboats 1.875 N/A

Includes general cargo ships, roll on/roll off ships, multi-purpose ships, and LASH vessels

Source: Maritime Administration

Inland Trade

America's inland network consists of 12.000 miles ol waterways in 2000, more than 6 9 1million metric tons of
freight was moved on the inland waterways, handling 60 percent of the Nation’s grain exports. 25 percent of
the I i.mic.dl and petroleum exports, and over 20 percent of lhe domestic coal shipments. Like the Great
Lakes, the northern-most inland waters are subject to prohibitive freezing conditions in lhe winter

As of July 2002, the industry serving this trade was composed of:

TYPE NUMBER CARGO CARRV'NG CAPACITY
luys/Towboats 3.429 N/A

lank Barges JTOl 6.050 000 metric tons

Dry Cargo Barges 22.430 J6.05d.000 metric tons

Other Freighters' 107 27.000 metric tom

Other Barges 3.839 -1.716.000 metric (tins

Tanker 2 N/A

' Includes general cargo ships, .oil an roll off ships multi-nurpose ships, and | ASH vessels
Source M intirne Administration

Groat lakos it ado

Great Lakes domestic cargoes primarily include iron ore coal, and limestone The Saint | awrenco seaway
provides Atlantic Ocean access to the Great t akes In 2000 120 million metric tons of cargo moved through
the Great Lakes Winter freezing conditions typically render the Great Lakes fleet inactive for months at a time.

As of July 1, 2002. the domestic Great Lakes Herd was made up of

type number cargo carrying capacity
Dry Bulk Carriers 51) 1.952.000 metric tons

Tinkers 0 21,000 metric tons

Other Freighters 11 54 000 metric tons

Includes general cargo ships roll on/roll olf ships, multi-purpose ships and IASI | vessels

Source. Maritime Administration

In addition, the Great Lakes arc home to a considerable tug/bargo and shipdockiny industry As of July I,
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2002. this inuustry was comprised of,

TYPE NUMBER CARGO CARRYING CAPACITY
Dry Carqo Barges 12 270.000 metric tons
Tank Barges 10 28.000 metric tons
Other Barges 176 218.000 metric ions
141 N/A

Tugs/Tows

Source Maritime Administration

Dredging Trade

The marine construction and dredging industry is a specialty construction trade characterized by equipment
that is housed on floating platforms. The demand for dredging stems from four primary factors:

To provide unimpeded navigation through an existing channel (maintenance dredging):
To improve navigation channels to provide access to larger vessels (new work U€0QING).
To provide shore protection through beach nourishment:

To provide environmental restoration of dredged waters or wetlands

- mE S

The largest purchaser of marine dredging services is the federal government through lhe U.S Army Corps of
Engineers he maintenance-dredging budget ranges from $220-260 million per year The new work-dredging
budget varies greatly from $50 million-180 million annually Since the 1990s, shore protection has grown
enormously from about $25 million to approximately $00 million annually Environmental cleanup and wetlands

restoration is a slow growing dredging trade

As O March 2006. the privately ai.d state-owned U.S.-flag dredging fle*>t totaled 499 dredges, and was
comprised of the following:

m 285 pipeline dredges in which the dredge navigates through a channel on stilt-like spuds The dredged
material is pumped via a slurry pipeline lo a designated placcmenl site near the channel

149 nv hamcal dredges in which material is lifted from the channel bottom via a hydraulic clamshell
and placed m a barge that is towed to the; ultimate disposal silo

29 hopper dredges, which are self-propelled. Coast Guard inspected oceangoing vessels that pump
spoils through a "dragarm" while Pie vessel is sailing When the hopper is full, Ihe dredge sails lo i

designated site for disposal

Source World Dredging & Mining Construction Annual Report

In addition to the aforementioned, the U.S Army Corps of Engineers maintains a 12 dredge fleet consisting of
7pipeline dredges md 5 hopper dredges

Passengot Vessol Trade

Oceangoing passenger vessels can easily lend then.selves to conversion as command and communication
facilities, troop carriers, hospital ships, and rest and recreation facilities during military engagements and can

provide qualified crews for military sealift As of July 2002

Nino vessels of the Alaska Marine Highway System provide passenger and auto ferry service between
Alaskan pods, the newest passenger/vehicle ferry was added to the fleet in 1998 Capable of carrying
550 overnight passengers, it is equipped with high-tech features which can provide emergency

response capability in the event of a natural disaster

Delta Queen Steamship Co operates three paddkwheol steamboats on the Mississippi and Ohio

Rivers
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m  Additional U.S.-flag overnight passenger vessel’ "de coastwise services on the Atlantic, Pacific
and Alaska Coasts; St. Lawrence Seaway; the G. .akes; the Caribbean; Erie Canal, and the
Hudson, Saguenay, and Columbia Rivers. Altogether they number some 30 vessels.

®  Twenty gaming/excursion vessels (riverboats) are operating in Indiana and lowa.

m Approximately 26 U.S -flag cruise-to-nowhore gaming vessels operate from U.S. ports, primarily in
Florida.

s In addition, there are an estimated 5,000 U.S.-flag day passenger vessels (non-cruising) of all types,
including excursion vessels, private commuter ferrie'- and publicly operated ferry systems.

back to top A
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2s Prince Rupert Container Terminal Development
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Will West Coast Ports
Miss the Boat?
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Blacktop/Pennecon
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Safety and Security
Measures - April 2-i
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Port Implements
Security Measures

Summer 2006

Fccurat Couits Dismiss
First Nations Court
Action

Gouvi West

Federal Announcement
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Rupert Port

MadeanVs
Magazine frying lo
unclog CanadaVs
gateway to riches

Prince Rupert Port
Updates Container
lerminal Project

Prince Ruperh’s | oirview
Terminal Conversion

http://www.rupcrtport.coru/container.php

Opening a New World of Opportunity

Changes in shipping preloronces created tho need lor Iranslormation at lhe Pod ol Pnncc Rupert
the Pnnce Rupert Port Authority is investing in the future ol Prince Rupert and the entire region

by developing new capacities lo meet tho changing needs ol shippers and producers trom across
Iho Asia Pacific region Duildrog upon lhe inherent advantages ol Ilhe Pert ol I'rince Rupert's deep
harbour, strategic location, and superior transportation connections. Pnnce Ruport is poised

to open a now trade comdor m the Asia Pacilic tboatre with this Host p‘taso ct container teiminai

development

the Pnnce Rupert Port Authority is building North America s newest container port on the West
Coast ot North America In partnership with M.mer terminals ol Canada Corporation. CN Rail,
tho Government ol Canada, and lhe Province ot Rntish Columbia The new $160 million terminal
will be located on shortest land sea link lo Asia providing direct and efficient links to Chicago,
loronto, and Memph.s the now tacllily will have an annual capacity ot 500.000 ttU s and bo
capable ol handling the largo post panamax container ships ot tomorrow | uluro plans Icaturc
the expansion ol the terminal to reach an anrtu.il capacity ol ? million ILit s
Ilho Pnrtco Rupert container terminal projoct is expected to significantly allot .e congestion

at existing Wes! Coast ports and crcato significant economic opportunities tor Canadian importers
and exporters with tho development ol improved transportation connections to the Asia Pacific
markets Ttie project is a key component to tho Government ot Canada's Pacific Galeway Strategy
The project will also be a catalyst tor economic development and oxpansron across tho northwest

transportation comdor Once complete in 2007. the containor terminal will create over 400 now

lull time |Obs tl.rough the two phases ot tho project.

environmental stewardship and responsibility Is aN Integral part ot the mission ol lhe Prince Rupert
I'on Authonty and the construction at Prince Rupert's Fairview Terminal will be subject to a stnct
environmental review and work to mmirtxzo impacts. Pretminary review ot the pr ct Indicates

the piolect may have a net positive Impact to tho marine environment.

this protect lias had tremendous support throughout the community It will create new |Obs lor
exisnng companies, new businesses in contalnenzation. and new opportunities tor entrepreneurs

in the cxfxxting sector. An outpouring ot enthusiasm trom community members ensures the! the

protect Win move ahead successfully.
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Takes Environmental
Responsibility Seriously

IProject Postings

Environmental
Documentation

Pra-qualified
Contractor List

Prince Rupert Container Terminal Development - Phase 1

The new Fairview Container Terminal will
move 500,000 TEUs (Twenty Foot
Equivalent Units) per year. It is uniquely
designed to efficiently handle the largest
concentration of intermodal rail business.
As such, the new container terminal will
be North America’s purest marine to rail
intermodal transfer facility. The 18 meter
(60 foot) extension of the wharf will allow
for a berth depth of 16.75 meters (55
feet), enabling the wharf to easily
accommodate the largest container ships
p? v on the drawing board. Those ships
hold up to 12,500 TEUs, making them up
to 22 containers across. The container
yard will hold more than 7,000 TEUs and
have space for almost 3,000 in temporary
storage. It will also have outlets for
refrigerated containers. Significant
support from CN will result in the upgrade
and expansion of the intermodal yard to
seven working tracks and six storage
tracks, enough to hold more than 17,000
feet of train. C. will provide full double-
stack clearance along the route and invest
in additional rolling stock. Maher
Terminals of Canada Corp. will provide
three Super Post Panainax cranes to
efficiently handle the world's largest
container vessels.

http://www.rupertport.com/container.php
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Project Partners

* _
Western Economic
kitni Diversification Canada
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Protect Timeline

Terminal bpecilications
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Prince Rupert Container Terminal Development - Phase 2

The vision for the future is the expansion
of the terminal to nearly triple the size of
the facility to accommodate an annual
capacity of 2 million TEU’s to meet the
demands of continued growth in Asia

http://vvwvvv.rupcrtp rt.com/eontuiner.php 1/27/2007
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Pacific traffic trade. The project would
feature an extension of the wharf to 800
meters maintaining a 17 meter minimum
water depth, increasing the dock area to
165 acres, and doubling the number of
super post-panamax cranes. The
expanded facility would have an on-site
storage capacity of 25,000 TEUs and
accommodate the continued growth in
regional export traffic anticipated to
develop over the next decade.

Planning and engineering for both Phase
1 and Phase 2 has been completed
through tue development planning
process to ensure the project planning
integrates this eventual expansion. It is
anticipated that work will commence on
Phase 2 shortly after the completion of
Phase 1, and construction of the
expanded terminal would be complete for
2010.

Pake 4 of5

i TiMinil SGicifa®o
*

oi'ft* s y

Caed% *triken * Lit

W*t»r Dvpti; *Lii

Cran*a.b-12"'Superl'tuna*

CY Capacity $ 4 Inflli. AQO TEU

| — amimm1il.1111 [N — H 1 n «»*w
mini/*

what's new about tho port development potential the faclktiei navigation A operations contact

http.V/www.rupcrtport.com/container.php

1/27/2007


http://http.V/www

Prince Rupert Port Authority Page 50f5

http://www.rupertport.com/container.php 1/27/2007
|


http://www.rupertport.com/container.php

PRINCE RUPERT ECONOMIC DEVELOPMENT CORPORATION
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Tiny British Columbia Port Aims To Be New Venue for China Trade

Tuesday, August 08, 2006

By Daniel Machalaba, The Wall Street Journal

PRINCE RUPERT, British Columbia -This mist-shrouded port boasts scenic beauty and an abundance of
wildlife but a human population of a mere 13,000.

Now, thanks to soaring U.S.-China trade, Prince Rupert may have a very different future: as an important
link in the transport chain that supplies DVD players, toys, clothes and other goods to the U.S. heartland.

Large container-ship ports in Los Angeles and Long Beach, Calif., have seen surging volumes as the Asian
trade has boomed. This has meant chronic congestion and pushed some cargo to smaller West Coast ports
such as Vancouver, British Columbia. Now tiny Prince Rupert 500 miles to the remote north of Vancouver is
making a play for a piece of that international trade. And the entry of a well-established U.S. port operator

has given the project credibility.

He is M. Brian Maher, whose family-owned company operates the largest container terminal in the port ~f
New York and New Jersey. By October of next year, Mr. Maher expects his giant cranes to be moving Asian
goods onto trains at an upgraded Prince Rupert terminal for a 2,600-mile rail ride to the Midwest. He is
gambling that big-box retailers and large global shipping companies, frustrated by backups at Southern

California ports, will flock to his alternative route.

The project faces plenty of obstacles. A tribal group has filed a lawsuit contending the container-terminal
plan violates aboriginal land rights. The city's small population means there will be almost no local demand
for the arriving goods, nor local products to put on the ships for their return voyage to Asia. Workers are
having to adapt their schedules to environmental concerns, such as holding off blasting when whales, sea
otters or porpoises are sighted. And there is no guarantee that either the shipping companies or the big

retailers will want goods sent via Prince Rupert.

Situating a container-ship operation at such an out-of-the way spot turns conventional wisdom about port-
building on its head. The usual plan is to build ports next to major cities that generate great demand for
cargo, and then to compete for freight bound for elsewhere as well. But more than 98 percent of goods
imported through Prince Rupert will leave the area immediately on long train rides.

The Prince Rupert project is part of a wave of port development that attempts an end run around the most
historically important Asian gateways farther south. Los Angeles and Long Beach handled more than 60
percent of containers that passed through West Coast ports in the U.S. and Canada last year. They are a
magnet for cargo because they have a huge local market and abundant rail lines. Manufacturers and
retailers have fed the growth by building vast distribution centers about 40 miles east of Los Angeles.

But traffic has been seriously snarled three times in the past decade, including a 10-day shutdown in 2002
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resulting from a stalemate in labor negotiations. The Southern CJifomia ports recently expanded capacity
by keeping truck gates open at night and on weekends, and by adding more tracks, terminals and
dockworkers. But "shippers have already been burned, and they know they can't just rely on established
West Coast ports,” Mr. Maher maintains. "They have to find alternative gateways."

Prince Rupert has lots of competition in the bid to provide alternatives. Voters in Panama will decide this fall
whether to back a $5.5 billion widening of the Panama Canal to handle bigger ships carrying Asian goods to
the U.S. East Coast and Gulf of Mexico ports. Houston is building a container terminal to serve Wal-Mart
Stores Inc. and Home Depot Inc. distribution centers. The largest container-ship company in the world, A.P.
Moller-Maersk Group of Copenhagen, is building a new terminal in Norfolk, Va. New facilities are under way
or planned in smaller ports in Mobile, Ala., Wilmington, N.C., and Jacksonville, Fla.

Kansas City Southern is pushing a Mexican port as the answer. The railroad has spent 10 years assembling
a rail line linking the Pacific port of Lazaro Cardenas with Kansas City, and recently launched direct cargo
trains over part of the 2,200-mile route. Giant terminal operator Hutchison Whampoa Ltd. of Hong Kong
plans to build a new container terminal in Lazaro Cardenas by the end of next year.

Describing the Prince Rupert project, Kansas City Southern Chairman and Chief Executive Michael Haverty
says: "I mean no disrespect, but it's isolated, there's nothing there and you have to go a long way to get

there."

As for the shippers and retailers who will decide how much use to make of Prince Rupert, they express
interest but aren't ready for commitments. "We need options to the existing West Coast ports and Panama
Canal,"” says Peter Keller, an executive vice president of NYK Line (North America) Inc., a container-ship
company. He says Prince Rupert has the water and the rail capacity, but will have to show it can compete

on rates and service.

With a deep natural harbor, Prince Rupert has long been a port but not one that could handle container
ships. Local authorities such as Don Krusel, president of the Prince Rupert Port Authority, sought to add
container capacity and finally won provincial and Canadian national aid for the project. But skepticism
remained strong until the port signed up a major terminal operator, Maher Terminals Inc. A terminal operator
leases port facilities and provides the cranes that transfer containers from ships for transport over land by

truck and train.

The idea of exploiting this isolated natural harbor for major movement of cargo dates all the way back to
1906, when railroad builder Charles Melville Hays had a vision of making it part of a shortcut from Asia to
Europe. He proposed to load trains at Prince Rupert with silk arriving from China, speed the freight to
Montreal by rail and load it back on ships that would traverse the St. Lawrence River and the Atlantic. But six

years later Mr. Hays died on the Titanic.

Prince Rupert developed modestly as a small hub for exporting bulky goods that weren't being put in
standard metal containers. The Fairview Terminal at the mouth of the inner harbor loaded lumber into ships

bound for Asia, while other docks handled grain and coal. But coal volume suffered as some mines closed.
The port's cargo dwindled to under five million tons last year from about 14 million in 1994.
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Nestled among the coastal mountains and islands of northern British Columbia and drenched by about 10
feet of precipitation annually, Prince Rupert stays lush and green. Its harbor at the end of a narrow inlet
extends to an unusual depth of more than 100 feet. Lining the waterfront are old wooden piers, a rail yard,
ferry terminals, fish-processing plants, and a few seafood restaurants.

Mr. Maher got interested in the area a few years ago at the suggestion of one of his executives. Mr. Maher,
59 years old, is the son of a onetime longshoreman who got into terminal operation in New Jersey after
World War Il. The area boomed as trade grew and cargo began moving in containers instead of cartons and
other loose items. Maher Terminals, owned by Mr. Maher and his brother Basil, 54, now operates a 450-
acre terminal in Elizabeth, N.J., next to the New Jersey Turnpike and Newark airport. Home to 26 container-

ship lines, the huge facility handles 5,000 trucks a day.

Convinced the flood of Asian cargo would bring new cargo growth to the Pacific Coast, Mr. Maher looked for
ways to expand but missed out on a chance to operate a container terminal in Tacoma, Wash. When one of
his executives brought up the idea of developing Prince Rupert, Mr. Maher liked the idea, partly because the

deep harbor could accommodate the biggest ships without dredging.

The British Columbia por* ai*o appeared to offer the shortest, fastest route from China to the U.S. Midwest,
and it had an upgraded rail line with capacity to spare. To move a 40-foot container from Shanghai to
Chicago via the Los Angeles or Long Beach docks takes about 22 days and costs about $3,500. Prince
Rupert is 1,100 miles closer to Shanghai than Southern California, equal to about two days of travel time.

In addition, in contrast to rail freight from Southern California, once a container is loaded on ? train in Prince
RupeT, there are few local stops to slow it during its 2,600-mile trek over moun' 3ins and prai.ies to Chicago.
While that route is longer than the land route from Los Angeles to Chicago, the rail-transit time might be
about the same. "The only thing trains have to worry about is hitting a moose," says Mr. Krusel of the local
port authority. He calculates that Asian freight passing through Prince Rupert should arrive in Chicago nearly
two days sooner than if it had gone throug.i the Southern California ports.

When Prince Rupert authorities who were pushing the container-ship project solicited proposals from
terminal operators, Mr. Maher jumped in. Mahei Terminals won a 30-year lease with an option to develop a

larger operation later.

While the losing bidders meant to use Prince Rupert just for overflow, Mr. L'*her believed the port could
become a major cargo gateway for North America despite its remoteness. He agreed to spend $60 million
initially on new cranes and equipment as part of transforming the old docks into a container terminal. Port
officials now are drawing up plans for a massive second phase that would expand the terminal far more.

That project could cost hundreds of millions of dollars, meaning that Maher Terminals' investment could
ultimately run as high as $500 million. Mr. Maher argues that continuing rapid growth in cargo from the Far
Fast to the U.S. rising about 10 percent a year means that ship lines will flock to Prince Rupert and other

new terminals elsewhere.

While most port terminals have sprawling lanes for thousands of trucks, Prince Rupert because so little
cargo will be used locally will have only one truck gate. The vast majority of containers will be loaded onto
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rail cars waiting in a big rail yard, Prince Rupert's deep, funnel-shaped harbor has tides that rise and fall 25
feet every 12 hours, so it will need cranes especially designed to adjust to the huge tidal swings.

To help fill containers for the return trip to Asia, Canadian National Railway Co., which runs the rail lines
leaving Prince Rupert, plans to build new depots along a route from Memphis, Tenn., that will collect

soybeans, cotton, paper and other exports.

Workers now are demolishing the old Fairview Terminal in the shadow of towering Mount Hays to make way
for the first phase of the new port. Steel pilings 120 feet long will extend the pier into deeper water. Workers
are laying the foundation for the huge cranes, scheduled to arrive next spring. They, too, are coming from

China.

Mr. Maher still must overcome opposition from the Coast Tsimshian First Nations tribal group, whose
members have longstanding land-title issues in the region and say they weren't sufficiently consulted about
the project. "They are determined that tnis p~rt won't operate until their issues are resolved,"” says Greg
McDade, lawyer for the tribe. Port officials are confident the project won't be slowed or derailed.

Although the dock will have union labor, some officials of the International Longshore and Warehouse Union
express skepticism about port projects such as Prince Rupert, concerned that they may lessen the union's
leverage when the current contracts expire in 2008. Current dockworkers in Prince Rupert, who belong to
the Canadian chapter of the ILWU, continued to work during the 2002 labor battle.

As far as competition is concerned, the Prince Rupert project has a big jump on the Panama Canal
expansion plan, which some say could take 10 years if approved. The Lazaro Cardenas project in Mexico
has suffered from labor strife, such as the fatal shooting by police in April of two strikers at a nearby steel
mill. Parts of the raiiroad connecting the Mexican port to the U.S. are circuitous and slow, using mostly a
single set of tracks that forces trains tG pull into sidings and wait for other trains to pass on heavily trafficked
portions of the route. Meanwhile, the giant established ports in Southern California face the possibility of

work stoppages when dockworkers' contracts expire.

Among the obstacles to be faced in Prince Rupert are the reluctance of some shipping lines to add new
ports because of extra costs such as for piloting the ships. But after years in the New Jersey docks,
wrestling with the complexities of opeiating a terminal amid congestion, union wrangling and local politics,

Mr, Maher figures he is ready for just about anything at Prince Rupert.
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Rupert container port may need to be even bigger

By Lcannc Ritchie
The Daily News
Friday June 2, 2006

The province’s minister of economic development says B.C. has not even begun to contemplate enough
port developments to meet the rising tide of container traffic expected from Asia.

Colin Hansen, Minister of Economic Development, has been in Asia for the past two weeks visiting the cities
of Beijing, Guangzhou, Hong Kong, Tokyo, and Dhanghai, where they’re building a container port with seven

times the capacity of what’s being planned for the Pacific Coast.

"I've spent a lot of time at port developments. The message | have to bring back to Canada is that Asia is
building tremendous capacity for container traffic in China and Hong Kong. We are not even starting to meet

the demand that will be there."

Hansen is in Asia to promote B.C.’s natural location, investment and business opportunities.

He said there is a great desire to do business with Canada.
"They feels there are much better opportunities than expanding in the U.S.,” he said.

"People are very interested in the development in Prince Rupert but they are wondering if we are thinking
big enough with the development there."

Currently, plans for the Fairview Terminal Conversion Project include phase 1, which will be able to handle
500,000 containers annually, Funding of $170 million is in place for Phase 1

Phase 2 is expected to expand the port’s capacity to handle up to two million containers per year.

Although only in its pre-feasibility phase, the port is also looking at land for a potential third phase, which
would double the capacity to four million containers per year.

Yet even with all that, Prince Rupert’s plans have been called ‘wimpy” by GeorgeStalk, a senior executive
with the Boston Consulting Group, who fears Canada'’s not thinking big enough when it comes to developing
Prince Rupert’s port.

Premier Gordon Campbell echoed those worries last week during interviews in Vancouver — that the rest of

the country is not fully behind the Pacific Gateway project.
“Our biggest problem on the Pacific Coast right now, in Canaoa, is that we don't think big enough,” said the

premier.
"Is there going to be an embracing of a nationalism agenda to open that Pacific door?

That's the real question."
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The new Conservative national government matched its
Liberal predecessor’'s commitment of $590 million to the
Gateway project to expand B.C. ports and capture
incoming trade.

However, they chose to roll the money out over eight years, as opposed to the previous five-year roll-out.
With files from Canwest News Services
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Texas Property Tax Code
2004 Edition

Title 1. Property Tax Code
Subtitle C. Taxable Property and Exemptions

Chapter 11. Taxable Property and Exemptions

Subchapter A. Taxable Property

Sec. 11.01. Real and Tangible Personal Property.
Sec. 11.02. Intangible Personal Property.

[Sections 11.03 to 11.10 reserved lor expansion]

Sec. 11.01. Real and Tangible Personal Property.

(a) All real anu tangible personal property that this state has
jurisdiction to tax is taxable unless exempt by law.

(b) This state hasjurisdiction to tax real property if located in this
state.

(c) This state hasjurisdiction to tax tangible personal property if the
property is:

(1) located in this state for longer than a temporary period;

(2) temporarily located outside this state and the owner resides in
this state; or

(3) used continually, whether regularly or irregularly, in this state.

(d) Tangible personal property that is operated or located exclusively
outside this state during the year preceding the tax yearandon January
lofthe tax year is not taxable in this state.

Amended by 1983 Tex. Laws, p. 1908, ch. 353, Sec. I; amended by 1989 Tex.
Lawp. 1751, ch. 534, Sec. 2.
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Cross References:

Situs of property, see Secs. 21.01,21.02, 21.03, 21.04, 21.06, 21.07 & 21 08.
Constitutional requirement to tax property, see art. VIII, Secs. 1& 11 Tex.

Const.

Notes:

Foreign trade zones constitute foreign and, hence, interstate commerce, so they
are in the purview of U. S. Congress. Imposing local property taxes on the
property in foreign trade zones would affect interstate and foreign commerce,
and forbidding such taxes would provide uniform treatment of foreign trade
zones throughout .he country. The exemption from local property taxes does not
violate the Tenth Amendment nor the Guarantee Clause of the U. S. Constitution.
Deer Park Independent School District et al. v. Harris County Appraisal District
etal, 132 F.3d 1095 (U.S. 5th Cir. 1998, petition denied).

An exporter that detains goods in a warehouse while awaiting overseas export is
entitled to a property tax exemption under the Commerce Clause and the Equal
Protection Clause of the United States Constitution. Taxation would prevent the
federal government from speaking with one voice in its regulation of commercial
relations with foreign governments. Vinmar. Inc. v. iarris County Appraisal
District. 947 S.W.2d 554 (Tex. 1997).

The import-export clause of the U. S. Constitution and its related legal test of
stream of export exempts goods from taxation once exportation has commenced
as a pail of transportation in a continuous route or journey. Seaboard states are
prohibited from taxing goods merely flowing through their ports from other
states. Goods are placed into the stream of export when they were shipped from
the vendors to the export shipper for a pre-detenuined foreign destination. The
inspection of the goods, approval for import, and packing the goods were
necessary for the safe and efficient movement of these goods and merely
facilitated their export. Taxing the goods violated the United States import-
export clause. Virginia Indonesia Company v. Harris County Appraisal District,

910 S.W.2d 905 (Tex. 1995).

Property is taxable in Texas if and to the extent the federal constitution permits
Texas to tax it. Greyhound Lines v. Board of Equalization. 419 S.W.2d 345 (Tex.

1967).

I he ad valorem tax did not violate the subsidiary's substantive due process rights
because taxing property with no direct benefits to the property does not amount
to a palpable and arbitrary abuse of power unless its initial inclusion in the
district was itselfa palpable and arbitrary abuse of power. The constitutional
requirement of equality and uniformity is met when taxation is uniformly
assessed on an ad valorem basis on all taxable property without regard to benefits
received. Southwest Property Trust, Inc. v. Dallas County Flood Control District
No. 1, No. 05-97-00399-CV (Tex. App.-Dallas 15th Dist.] 2002, rehearing
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overruled).

Computer application software consisting of imperceivable binary pulses that

need not be packaged in a tangible form met the definition of intangible personal
property. Such computer software is intangible personal property and not taxable
for property tax purposes. The Legislature in Tax Code Section 11.01 allowed for
only certain classes of intangible property to be taxed and defined intangible

personal property in Tax Code Section 1.04(6). Dallas Central Appraisal District
v. Tech Data Corporation, 930 S.W.2d 119 vTex. App.-Dallas 1996, writ denied).

Taxation of leased shipping containers owned by United States-domicilcd
taxpayers and located within appraisal districts January 1did not provide a
commercial advantage to local business and did n*t violate the United States
Constitution. No multiple taxation was shown and taxpayer was required to pay
for governmental services. Harris County Appraisal District v. Transamerica
Container Leasing, Inc., 920 S.W.2d 678 (Tex. App.-Houston [1st District] 1995,

writ sought).

Property mistakenly granted an exemption from taxation undrr Sec. 11.01(d)
could be back-assessed as omitted property under provisions of Sec. 25.25.
Friedrich Air Conditioning and Refrigeration Company v. 3exar Appraisal
District, 762 S.W.2d 763 (Tex. App.-San Antonio 1988, no writ).

Goods are located in the state for more than a temporary period only if, under
federal law, they arc in interstate transit. If the owner of the goods interrupts the
continuity of transit for any business purposes or profit and not to accommodate
to the means of transportation, the goods are no longer in interstate transit and
are taxable in the state. Dallas County Appraisal District v. L. D. Brinkman and
Company, 701 S.W.2d 20 (Tex. App.-Dallas 1985, writ refd n.r.e.).

Article 7150f [repealed, now see Sec. 11.01(d)], prohibits taxation of goods
owned by a Texas taxpayer, that are physically present in the state for sufficient
time to acquire tax situs at common law. and not exempted by federal law as
being in interstate commerce. Under these circumstances. Texas courts would
Hold that the statute goes beyond reasonable legislative action and uses tax situs
as a vehicle for granting a property tax exemption. Op. Tex. Att'y Gen. No. H-

1308(1978).
11.02. Intangible Personal Property.

(a) Except as provided by Subsection (b) of this section, intangible
personal property is not taxable.

(b) Intangible property governed by Article 4.01, Insurance Code, or
by Section 89.003, Finance Code, taxable as provided by law, unless
exempt by law, if this state hasjurisdiction to tax those intangibles.

1/24/2007
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(c) This state hasjurisdiction to tax intangible personal property if the
property is:

(1) owned by aresident of this state; or

(2) located in this state for business purposes.

(d) Repealed in 1984.

Amended by 1984 Tex. Laws (2nd C.S.), p. 212, ch. 31, art. 3, part A, Sec. I;
mended by 1999 Tex. Laws, p. 303, ch. 62, Sec. 7.88.

Cross References:

Intangible personal property defined, sec Sec. 1.04,

Transportation intangibles, see ch. 24.

Situs of intangible property, see Sec. 21.06.

Situs of transportation intangibles, see Sec. 21.07.

Situs of savings and loan, insurance company intangibles, see Sec. 21.08.

Note:

Computer application software consisting of imperceivable binary pulses that

need not be packaged in a tangible form met the definition of intangible personal
property. Such computer software is intangible personal property and not taxable
for property tax purposes. The Legislature in Tax Code Section 11.01 allowed for
only certain classes of intangible property to be taxed and defined intangible

personal property in Tax Code Section 1.04(6). Dallas Central Appraisal District
v. Tech Data Corporation, °30 S\V.2d 119 (Tex. App.-Dallas 1996. writ denied).

[Sections 11.03 to 11.10 reserved for expansion]

Window on State Government
Contact Us

Privacy and Security Policy

Susan Combs
Texas Comptroller of Public Accounts

http://www.window.state.tx.us/taxinfo/proptax/tc04/ch 11a.htni 112412007
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Schwarzenegger Vetoes Container Tax, Following NCA Effort - National Coffee Associa...

Home . e M ®m "7

Schwat!.megger Vetoes Container Tax. Following NCA Effort

California Governor Arnold Schwarzenegger vetoed legislation
calling for a new tax on shipping containers. The bill carried a
price tag for shippers of more than $500 million a year, and the
NCA appealed to the governor to nix the bill. NCA also
spearheadecUHjrassroots campaign for California companies to
make sipnttirappeals to demonstrate broad industry opposition,
The bitffsB 927, would have imposed a $60 tax on all containers
moving t.irough'fne ports of Los Angeles and Long Beach. Its aim
was to ratSefunds for undefined puiposes related to port security,
clean air and transportation projects throughout the state.

Unconstitutional Tax

In itS letter to Gov. Schwarzenegger, NCA made a strong legal
and economic case against the legislation. Citing precedent, NCA
emphasized that container taxes constitute an unconstitutional
tax on foreign and interstate commerce and have previously been
struck down. NCA also spelled out the potential harm to the
California economv. On top of other infrastructure fees, the
increased costs would make the pons non-competitive, forcing
shippers to look to other states. Moreover, legislative goals are
already served by privately financed programs. Terminal
operators pay rent and fees to the state's ports that include
infrastructure support costs. Also, terminal operators invest
money in infrastructure and pass their costs to shippers as part of
existing freight contracts with ocean catrriers.

Government Affairs

NCA's government affairs capabilities allow quick response to
legislative developments on the federal, state and local levels.
When news arrived that the California bill was on the governor's
rt«sk, the NCA sprung into action. It submitted its letter within

jrs and tapped its existing database of about 500 California
companies to deliver information and model correspondence to
facilitate a broad Industry response.

Return
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The History ot Coffee
«Ten Steps lo Coffee
=How lo Sldid Cofleu
*How lo Biew Colfee
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DRINK TO YOUR
HEALTH: Study Proves
Coffee's Anti-bacterial
Effects

Two recent studies
confirm coffee fights
bacteria m the body
(more)

US Normalizes Trade
with Vietnam

New US tiade status
coincides with Vietnam's
WTO membership (more)

More News Available:

Members receive full,
monthly “Coffee
Reporter"” via e-mail,
and can access all
stones and statistics
al link on homepage
(left menu bar) The
newsletter is published
quarterly in hard copy
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Multiple Agency Fiscal Note Summary

Bill Number: 5207 SB Title: Freight congestion relief

Estimated Cash Receipts

Agency Name 200'109
GF- State Total
Office of State Treasurer Non-zero but indeterminate cost.
Department o f Revenue 478.000 287.280.000
Total S 478.000 287,280,000|

Local Gov. Courts *
Local Gov. Other **

Local Gov. Total

Estimated Expenditures

Agency Name 2007-09

FTEs GF-State Total FTEs
Office of State Treasurer 0 0 0 0
Department of Revenue 3 46.600 46.600 1
Departmentof 0 0 0 0

Transportation

Total 0.3| $46 600 $46,600 01

Local Gov. Courts *
| ocal Gov. Other "
Local Gov. Total

Prepared by: Doug Jenkins, OFM

*  See Office of the Administrator for the Courts judicial fiscal note

**  See local government fiscal note
KNI'II) 14732

2009-11

GF- State

| Total

Please see discussion."

720 000| 433,199,000

720,000 433,199.000

2009-11
GF-State

13.400

513.400

Total FTEs

13.400

$13,400

Phone:

360-902-0563

[EEN

0.11

201 M 3
GF- State | Total
779.000 467.865.000
779.000 467,865,000
2011-13
GF-State Total
0 0
13.400 13.400
0 0
$13,400 $13,400

Date Published:

Final 1/20/2007



Individual State Agency Fiscal Note

Bill Number: 5207 SB Title: Freight congestion relief Agency: 090-Qffice of State
Treasurer

Part | Estimates

No Fiscal impact

Estimated Cash Receipts to:

Non-zero but indeterminate cost. Please sec discussion.

Estimated Expenditures from:
FY 2008 FY 2009 "007-09 2009-11 | 2011-13
Fund

Total S

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact Factors impacting theprct isiotl of these estimates,
antialternate ranges (ifappropriate), are explained in Fart Il

Check applicable boxes and follow corresponding instructions:

If fiscal impact is greater than S50.000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
rm Parts |-V.

; f fiscal impact is less than S50.000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

] Capital budget impact, complete Part 1V.

1] Requires new rule making, complete Part V.

Legislative Contact: Davu. Ward Phone: 3607X67341 Date: 01/15/2007

Agency Preparation:  Dan Mason Phone: 360-902-9090 Date: 01/16/2007

Agency Approval: Dan Mason Phone: 360-902-9090 Date: 01/16/2007

OFM Review: Deborah Feinstein Phone: 360-902-0614 Date: 01/16/2007
Request U 021-1

Form FN (Rev 1/00) | Bill// 5207 SB



Contact Us - National Coffee Association Pa”e 10f 1

National Coffee Association of US.A, Inc.
15 Maiden Lane, Suite 1405

New York, NY 10038
Telephone; 212 766-4007 Fax: 212 766-5815

For General Information or lo Contact a Staff Member- info@ ncausa org

Robert F. Nelson - President & CEO
Donna Pacheco - Director of Administration & Assistant to the President

Steven M. Wolfe - Director, Membership Development and Marketing
Gerri Buchanan - Manager, Marketing & Member Services

Joseph F DeRupo - Director. Communicai.ons & Public Relations

Jeff Kendrick - Administrative Assistant

http://wvvw.neausa.org/ida/pagcs/index.cfrn?pageid=32 1/26/2007
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Part I1: Narrative Explanation

1. A - ~rlef Description O f What The Measure Does | hat lias Fiscal Impact

Briefly describe, by section number, the significant provisions ofthe hill, and any related workload or policy assumptions, that have revenue or
expenditure impact on the responding agency

SB 5207 creates the freight congestion relief account and allows the account to retain its earnings from investments.

Earnings from investments:
The amount of earnings by an account is a function of the average daily balance of the account and the earnings rate of

the investment portfolio. The average daily balance is a function of the beginning balance in the account and the timing
& amount of receipts, disbursements, & transfers during the time period in question. Accordingly, even with a beginning
balance of zero, two accounts with the same overall level of receipts, disbursements, and transfers can have uiffcrent

average balances, and hence different earnings.

There will be an impact to the earnings; howeve*, the actual earnings will be determined more by the impact lo the
average daily balance than the amount of increases or decreases in receipts, disbursements, and transfers. Currently,
estimated earnings are indeterminable. Without projected monthly estimates of receipts, disbursements, and transfers,
OST is unable lo estimate he changes lo the average balance of the account and the impact lo earnings

Based (11 the November 7006 Revenue Forecast, the net rale for estimating earnings for FY 08 is 4.18% and FY 00 is
4.21%. Approximately $41,800 in FY 08 and $42,100 in FY 09 in net earnings and $5,000 in OST management Ices
would be gained or lost annually for every SI million increase or decrease in average daily balance.

Il. B - Cash receipts Impact

Briefly describe and i/uantifv the cash receipts impact of the legislation on the responding agency, identitymg the cash receipts provisions by section
number and when appropriate the detail of the revenue sources Briefly describe the tactual basis of the assumptions and the method by which the
cash receipts impact is derived lexplain how workload assumptions translate into estimates Distinguish between one tune and ongoingJunctions

SB 5207 creates the freight congestion relief account and allows the account to retain its earnings from investments,

1. C * Expenditures

Briefly describe the agency expenditures necessary to implement this legislation (or savings resultingfrom this legislation), identifying hv section
number the provisions o fthe legislation Ihat result in me expenditures tor savings), Briefly describe the factual basis of the assumptions and the
method by which the expenditure impait is derived Explain how workload assumptions translate into cost estimates Distinguish between one tune

and ongoing functions

Part IIl: Expenditure Detail

111 A - Expenditures by Object Or Purpose
FV 2008 FY 20C9 2007-09 2009-11 2011-13

FTF. Staff Years

Total:

Part 1V: Capital Budget Impact

Part V: New Rule Making Required

Identify provisions of the measure Ihat ret/inre the agency to adopt new administrative rules or repeal revise existing rules

Request!/ 021-1

Form FN (Rev 1/00) 2 Bill /# 07 B



Department of Revenue Fiscal Note

Bill Number: 5207 SB Title:

Part I: Estimates

No Fiscal Impact

Estimated Cash Receipts to:

FUND
GF-STATE-Stalc

01 - faxes 05 - Bus and Occup Tax
NEW-State

oo- 00 -
Total $
Estimated Expenditures from:
FTE Staff Years
Fund
GF-STATE-Slate 00! -I
Total $

Freight congestion relief

FY 2008
139,000

83,150,000
87 789,000

FY ?°08
0.5

39,900
39,900

FY 2009
339,000

203,652,000
203,991,000

FY 2009

6,700
6,700

Agency: 140-Department of
Revenue
2007-09 2009-11 2011-13
478,000 720,000 779,000
286.802,000 432,479,000 467,086,000
287,280,000 433199 non 467 865.000
2007-09 2009-11 2011-13
0.3 0.1 0.1
46,600 13,400 13,400
46,600 13,400] 13,400

The cash receipts anil expenditure estimates an this page represent the most likely fiscal impact Factors impacting the pro. iston oj these estimates,
and alternate ranges (ifappropriate), are explained in Part Il

Check applicable boxes and follow corresponding instructions:

1 fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent bennia, complete entire fiscal note

rm Parts I-V.

| f fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I)

| | Capital budget impact, complete Pari IV.

i ] Requires new rule making, complete Part V.

Legislative Contact: David Ward
Agency Preparation:  Valerie Torres
Agency Approval: Kim Davis

OFM Review: Doug Jenkins

Form FN (Rev 1/00)

Phone
Phone
Phone

Phone

: 3607867341
1 360-5706084
: 360-570-6087

: 360-902-0563

Date:

Date:

Date:

Date:

Request ti

Hill#

01 15/2007
01/18/2007
01/18/2007

01/18/2007

5207-1-1
5207 SU



Part Il: Narrative Explanation

1. A - Brief Description Of What The Measure Does That Has Fiscal Impact

B riefly deSC”be, bysecnan number, the significantprovisions o fthe bill, and any related workload orpolicy assum ptions, thathave revenue or

expenditure impacton the responding agency.

This bill imposes a $50 fee per 20-loot equivalent unit of shipping container at marine ports. The marine terminal operator
keeps 10 percent of the fees collected for costs associated with 'he proper collection and reporting of the containers. The
rest of the money is remitted to the Department of Revenue (tfu Department) and deposited in a new account where the
money is to be used to provide congestion relief through improvements of freight rail systems and state highways |hat act

as freight corridors.

This bill also rccnacts the laws related to the earnings of investments of surplus balances being deposited in the treasury
income account and adds the new "freight congestion relief account” to the list of accounts that receive a share of the

earnings from the treasury income account.
Sections 1through 5 and 7 arc new sections.
Section | declares the intent of the container fee.

Section 2 contains definitions.

Section 3 imposes the $50 fee per 20-fool equivalent unit and allows the marine terminal operator to keep 10 percent. The
portion kept must be reported as gross income under the service and other activities tax classification on the excise tax
return. The Department must incorporate the fee into the regular audit cycles. The marine terminal operator must include
the information specified on the excise tax return forms. The fee is to take effect no sooner than 75 days after the
Department receives notice and is only to take effect on the first day of January, April luly, or October unless the

Department waives the notice requirement.

Section 4 creates the new account in the state treasury and specifies that the money can only be spent after appropriation
and mav only be used to provide congestion relief through improvements of freight rail systems and slate highways that

function as freight corridors.

Section 5 makes it agross misdemeanor if the marine terminal operator docs not remit the fee to the Department except
for the portion that they are allowed to keep. The marine terminal operator is also personally liable if they fail to collect

the fee or if they collect the fee and fail lo remit it.

Section 6 reenacts the laws related to the earnings of investments of surplus balances being deposited in the treasury
income account. The new "freight congestion relief account" is added to the list of accounts that receive their Iull shaie ol

the earnings from the treasury income account less any fees.

Section 7 makes sections | through 5 into a new chapter in Title 47 RCW.

I1. B - Cash receipts Impact

Briefly describe and quantify the cash receipts impactofthe legislation on the responding agenti, identifying lhe cash receipts provisions hv section

numberanilwhen appropriate the detailofthe revenue source' Briefly describe the factualbasis ofthe assumptions and the method b\ which the

cash receipts impactis derived lixplam how workload assum ptions translate into estimates D istinguish between one lime and ongoing functions

ASSUMPTIONS/DATA SOURCES

This bill does not specify an effective date, therefore, the effective dale of the bill is assumed to be 00 days aftei the
session ends. Adding to that the 75 days between when the Department is notified and the fee is imposed and then finding
the first of January, April. July, or October alter that, the fee is assumed lo be imposed effective January 1, 2()X.

Request// 5207-1-1

Form FN (Rev 1/00) 2 Bill// 52Qt SB



Growlh rates for 20-foot equivalent unit cargo containers (containers) were found in the Washington Port Association's
marine cargo forecast for 2004. The number of containers and growth rates forecasted was compared to the contamer

statistics found on the Port of Seattle and Port of Tacoma websites.

Il is assumed lhat both empty and full cargo containers would be taxed and lhat containers would be taxed being loaded on

and loaded o ff of vessels.

It is assumed that the 10 percent the marine terminal owners keep is subject to business and occupation tax at the services

and other rate of 1.5 percent.

REVENUE ESTIMATES

Il is estimated that in calendar year 2008 there will be approxi itely 4.2 million 20-I'ooi equivalent unit cargo containers
that would be charged the $50 fee. This would result in approximately $221 million in lees in calendar year 2008. The
marine terminal owners would keep 10 percent of this amount, and business and occupation lax would apply to what they

keep. The rest of the money would be deposited in the freight congestion relief account.

For calendar years 2008 through 2010 the growth rate of the number of processed containers would be 4.1 percent,
dropping to 3.9 percent for 2011 through 2013.

The calendar year totals were ihen broken apart into fiscal year totals.

TOTAL REVENUE IMPACT

State Government (cash basis, $000): Freight Congestion Relief Account
FY 2008 - $ 83,150
FY 2009 -  $ 203,652
FY 2010 - $212,002
FY 2011 -  $220,447
FY 2012- S$229,076
FY 2013 -  $238,010

State Government (cash basis, $000). Business & Occupation fax
FY 2008 - $ 139
FY 2009 - S339
l-f 2010 - $353
FYy 2011 - $367
FY 2012- $382
FY 2013 - $ 419

Il. C - Expenditures

line/ly ileserthe the agency expenditures netessary lo Implementthis legislation lorsavings remilimy from this legislation). identifying he setnon

ttrie fly describe the/actualbasis ofilie assum ption anilllte

numberilie provisions ofthe legislation iluil resultin ilie expenditures lorsavings)

mctnod hv which ilie expenditure imptu | is derived Explain how workloadassumptions translate into cost estimates D istinguish between one time

and ongoing functions

To implement this legislation, the Department of Revenue will incur costs of approximately $39,900 during Fiscal Year
2008. These are programming costs to set up, lest, and vcrilv the system to handle the collection of the fee andadditional

audit lime spent lo verify reported amounts, | ime and eflort would equate lo 0.5 FTE.

Fiscal Year 2009 costs arc approximately $6,700. These costs are ongoing and include 0.1 FTE to handle the extra audit

work required.

The Department of Revenue will incur estimated costs of $13,400 in the 2009-2011and the2011-2013 Biennia. These are
ongoing costs to handle the extra audit work required,
Request || 5207-1-1
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Without an appropriation to cover the expenditure impact, the Department of Revenue may not be fully able to implement

the legislation.

Part I11: Expenditure Detalil

111 A - Expenditures by Object Or Purpose

FY 2008 FY 2009 2007-09 2009-11 2011-13
FTE StaffYears 0.5 0.1 0.3 01 01
A- 26 400 4,600 31.000 9,200 9,200
B- 6 600 MOO 7,700 2,200 2,200
E- 3400 700 4,100 1,400 1,400
G- 300 300 6") 600 600
J- 320 3,200
Total $ S39,900| $6,700 $46,600 $13,400 $13,400
IIl. B- Detail: ListFTEs by classification anticorresponding annualcompensation Totals need to agree with total FTEs in Part/
and Partlll.4
Job Classification Salary FY 2008 FY 2009 2007-09 2009-11 2011-13
IT SPEC 4 54 372 04 02
REVENUE AUDITOR 3 45.756 Ql 01 O 01 01
Total FTE's 05 0.1 0.3 o1 01
Part IV: Capital Budget Impact
NONE.
Part V: New Rule Making Required
Ideati/lvprovisions ofthe measure thatrequire the agency lo adoptnew adm inistrative rales orrepealrevise existing rales
No rule-making required.
Request If 5207-1-1
Fonn I'N (Rev 1'00) 4 Bill tt 5207 SB



Individual State Agency Fiscal N ote

Agency: 405-Department of
Transportation

Bill Number: 5207 SB Title: Freight congestion relief

Part I; Estimates

fxj No Fiscal Impact

The coslireceipts am iexpenditure estimates on this pay/' representthe mostlikely fiscalimpact. Tailors impacting the precision ofthese estimates,

and alternate ranges (ifappropriate), are explained in Part Il

Check applicable boxes and follow corresponding instructions:

If fiscal impact is greater than S50.000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note

TormT Cprts 1-V.

J If fiscg impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part ).

| | Capital budget impact, complete Part IV.

| | Requires new rule making, complete Part V.

Legislative Contact: David Ward Phone: 3607867341 Date: 01/15/2007
Agency Preparation:  Andrew Wood Phone: 360-705-7938 Date: 01/17/2007
Agency Approval: Paula llammond Phone: 360-705-7027 Date: 01 18/2007
OFM Review: Geri Beardsley Phone: 360-902-9822 Date: 01/19/2007
Request// 07-033-1
gill l 520/ SB

Form AN (Rev 1/00)



Part Il: Narrative Explanation

li. A - Brief Description O f What The Measure Does That Has Fiscal Impact

Briefly describe, by section number, the significant provisions ofthe bill, and any related workload or policy assumptions, that have revenue or
expenditure impact on the responding agency.

The legislative proposal imposes a fee on the processing of shipping containers through Washington state ports. Revenue
from the fee is deposited in the Freight Rail Congestion Relief Account established by the bill. Any expenditures to
provide congestion relief through improvement of freight rail systems and stale highways that function as freight
corridors would be authorized through an appropriation from the legislature

Il. B - Cash receipts Impact

Briefly describe and quantify the cash receipts impact o] the legislation on the responding agency, identifying the cash receipts provisions by section
number and when appropriate the detail ofthe revenue sources. Briefly describe thefactual basis ofthe assumptions and the method by which the
cash receipts impact is derived Explain how workload assumptions translate into estimates. Distinguish between one lime and ongoing functions

Il. C - Expenditures

Briefly describe the agency expenditures necessary lo implement this legislation (or savings resultingfrom this legislation), identifying by section
number the provisions ofthe legislation that result in the expenditures (or savings). Briefly describe thefactual basis of the assumptions and the
method bv which the expenditure impact is derived. Explain how workload assumptions translate into cost estimates Distinguish between one time

and ongoing func tions

Part I11: Expenditure Detalil
Part IV: Capital Budget Impact

Part V: New Rule Making Required

[dentify provisions o fthe measure iliai require the agency to adopt new administrative rules or repeat/revise existing rules

Request// 070331

Form AN (Rev 1/00) j gill 5007 SB



SENATE BILL REPORT
SB 5207

As ofJanuary 25, 2007

Title: An act relating to creating the freight congestion reliefaccount to improve freight corridors

with funding from the imposition of a fee on the processing of shipping containers.

Brief Description: Creating and funding the freight congestion reliefaccount for the purpose of

improving freight rail systems and state highways used as freight corridors through imposing a

fee on the processing of shipping containers.
SpOhSOI’SZ Senators Haugen, Murray and Spanel.

Brief History:
Committee Activity: Transportation: 1/24/07.

SENATE COMMITTEE ON TRANSPORTATION

Staff: David Ward (786-7341)

Background: The state has identified various and significant transportation projects that

support enhanced freight mobility and capacity. Although the state has provided some

funding for these projects, the level of funding is insufficient to provide the level of

investment necessary to alleviate congestion levels that impact freight mobility and capacity.

Summary of Bill: A fee is imposed on the processing of shipping containers in the ports of
The fee must be imposed at the rate of $50 per twenty-loot equivalent
Marine

Washington State.
unit (TEU) and is payable by the marine terminal operator processing the container.

terminal operators may retain 10 percent of the fee to offset costs associated with the proper

reporting of the number of TEUs processed. The remainder of the fee must be remitted lo the

Department of Revenue (DOR).

flic Freight Congestion Relief Account is created in the State Treasury. All receipts received

by DOR from the imposition of TEU processing fees must be deposited in the account. The
account is subject to appropriation, retains 100 percent of the interest income generated by the
relief through the

account, and may only be used to provide freight-related congestion

improvement of freight rail infrastructure and state highways that function as freight

corridors
Appropriation: None.
Fiscal Note: Available.

Committec/Commission/Task Force Created: No.

This analysis wasprepared by non-partisan legislative stafffor the use o flegislative members
in their deliberations. This analysis is notapart ofthe legislation nordoes it constitute a

statement oflegislative intent.

Serate Bill Report -1 - SB 5207



Effective Date: Ninety days after adjournment of session in which bili is passed.

Staff Summary of Public Testimony: PRO: There should be a user fee to fund these
critical investments and the return on investment should offset the costs. The system that
comprises our state's freight infrastructure needs additional investment and, if possible, should
include a component that would allow funding for projects adjacent to the slate system that
can demonstrably show significant ways to improve, link to, or offload pressure on state

freight corridors.

CON: Seventy percent of containerized freight moving through Washington's ports is
discretionary. Imposition of a fee on the processing of shipping containers will therefore
divert container freight movement away from the state's marine ports. Critical family wage
jobs will also be lost and a negative ripple effect will be felt throughout the state economy.

Such a fee would also impair state export trade and Washington is a highly trade-dependent
There are additional concerns that the fee is instead a tax and may well be

state.
in that it impedes interstate commerce, import/export activity and the

unconstitutional
movement of containerized cargo as governed by federal law and international treaty.

Persons Testifying: PRO: Larry Purslcy, Washington Trucking Association; Doug Levy,

Cities of Everett, Kent, Federal Way, Renton and Puyallup.

CON: Mark Johnson, Washington Retail Association; Rich Bcrkowitz, Transportation
Institute; Randy R.iy, Pacific Seafood Processors; Jim Wilcox, Wilcox Farms/Washington
Food Industry; Pal Jones, Washington Public Ports Association; Tim Farrell, Port of Tacoma;
Terry Finn, Port of Seattle; Gordon Baxter, Masters, Mates and Pilots and Inland Boatmen's

Union; Larry McKillip, United Transportation Union; Mike Elliot, Brotherhood ol

Locomotive Engineers; Karol Kingcry, Marine Engineers Beneficial Association; Bill
Stauffachcr, Burlington Northern Sante Fc Railroad; Tom Parker, Union Pacific Railroad;

Scott Hazelgrovc, Pacific Merchant Shipping Association; Rick Wickman, Columbia River

Steamship Operators.

Serate Bill Report



From: Bob Sivertsen

To: Karl Amylon
Date: 1/18/2007 12:06:24 PM
Subject: Garbage containers

Karl, the State of Washington has a Senate Bill 5207 that proposes a fee for cantainers. The proposed
fee is fifty dollars per twenty foot equivalent unit one way. That would mean that we could be charged two
hundred dollars round trip for one of our forty foot garbage containers. | am not sure how this works out in
our garbage contract but to us that could be a $70,000 expence per year. This would also increase the
cost of any containerized cargo shipped to Ketchikan. The City may want to contact the govenor and have

the state address this issue on higher level. FYI thanks bobs



SsitNews - Opinion/Letter: Proposed container fee legislation will increase cost of grocer! j...

Viewpoints

Proposed container fee legislation will increase cost of

groceries
By Bill Tatsuda

January 17, 2007
Wednesday PM

Dear Sitnews,

I received the message below from Super Valu, my grocery wholesaler in
Tacoma, WA. If this legislation passes the cost of groceries and most other
goods will increase significantly in Ketchikan and Alaska.

Yours truly,

Bill Tatsuda
Tatsuda's IGA
Ketchikan, AK

To all Alaska Retailers,

The State of Washington is considering a container fee for all
containers coming in and going out of the State of Washington.
The fee is $50 per 20 foot equivalent container. Most of the
containers our customers use are 40 footers so the fee would be
$100 per ¢ mtainer. The fee would be for both inbound and
outbound and therefore would be $200 per container for a round
trip. Your shipping companies would have to pass these fees on

to you.
I would urge you to contact your new governor, Sarah Palm.

Urge Governor Palin to contact Washington Governor, Christine
Gregoire, and let her know the impact it will have on your

http://www.sitnows.us/0I07Viewpoints/011707_bill_tatsuda.html
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SitNcws - Opinion/Letter: Proposed container fee legislation will increase cost of grocerie...

bottom Mr3S and cost of goods to your consumers. We will be
contacting our state representatives as well to try to defeat this

bill.
Greg Miller

Super Valu
Tacoma, WA

Received January 17, 2007 - Published January 17, 2007
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S-0378.4
SENATE BILL 5207

State of Washington 60th Legislature 2007 Regular Session

By Senators Haugen, Murray and Spanel
Read first _ime 01/12/2007. Referred to Committee on Transportation,

AN ACT Relating to creating the freight congestion relief account
to improve freight corridors with funding from the imposition of a fee
on the processing of shipping containers; reenacting and amending RCW
42 84.092; adding a new chapter to Title 47 RCW and prescribing

penalties.

BE IT ENACTED BY THE rLecisLaTure OF THE STATE OF WASHINGTON:

NEW SECTION. Sec. 1. The legislature finds and declares there is
a need to mitigate the -enormous burden imposed on the state
transportatic i system by the overland movement of cargo shipped to and
from Washington state ports. Accordingly, it is the intent of the
legislature to alleviate this burden by imposing a fee on the
processing of shipping containers nrough those ports and use the funds
derived therefrom to provide congestion relief through the improvement
of freight rail systems and state highways that function as freight

corridors.

NEW SECTION. Sec. 2. The definitions in this section apply
throughout this chapterunless the context clearly requiresotherwise.
(1) "Department” means the department of revenue.
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(2) "Marine terminal operator" means a person engaged in the state
of Washington in the business of furnishing wuse of a wharf, dock,
warehouse, or other terminal services and facilities including, but not
limited to, all activities of a labor, service, or transportation
nature where cargo is documented, handled, moved, or loaded/unloaded
from vessels involved in waterborne commerce.

(3) "Twenty-foot equivalent unit" means a measure of containerized
cargo capacity equal to one standard twenty foot (length) by eight foot
(width) by eight foot and six inches (height) container.

NEWSECTION. Sec. 3. (1) A fee is imposed on the processing of
shipping containers in the ports of Washington state.

(2) The fee must be imposed at the rate of fifty dollars per
twenty-foot equivalent -nit and is payable by the marine terminal
operatorprocessing the container. Every marine terminal operator
engaged in processing twenty-foot equivalent units may retain ten
percent of the fifty-dollar fee collected. The moneys retained may be
used for costs associated with the proper collection and reporting of
twenty-foot equivalent units processed. The retained amount must be
reported ~s gross income under the service and other activities tax
classification on the excise tax return.

(3) The twenty-foot -equivalent wunit fee collected by marine
terminal operators, less the ten percent amount retained by the marine
terminai operator as provided in subsection (2) of this section, must
be paid to the department in accordance with RCW 82.32.045.

(4) The department must incorporate into the agency's regular audit
cycle a reconciliation of the number of twenty-foot equivalent units
processed and the anounL of revenue collected by the marine terminal
operators processing twenty-foot equivalent units. The department must
collect from marine terminal operators processing twenty-foot
equivalent units the following information, which shall be required to
be reported on the appropriate business excise tax return form, as

determined by the department:
(a) All fees required to be collected under this section during the

previous month;
(b) A list of all freight containers processed by the marine

terminal operator during the previous month; and
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(c) Satisfactory proof, as determined by the department, that the

fee was imposed on each twenty-foot equivalent unit processed.
(5) AIll other applicable provisions of chapter 82.32 RCW apply with

respect to the fee imposed under this section. The department shall
administer this section.

(6) A fee imposed under this section is totake effect no sooner
than seventy-five days after the departmentreceives notice, and is to
take effect only on the first day of January, April, July, or October.
Unless waived by the department, notice includes providing the
appropriate department with digital mapping andlegal descriptions of
areas in which the fee will be collected.

NEW SECTION. Sec. 4. The freight congestion relief account is
created in the state treasury. All receipts from twenty-foot
equivalent wunit fees imposed under section 3 of this act must be
deposited in the account. Moneys in the account may be spent only
after appropriation. Expenditures from the account may only be used to
provide congestion relief through the improvement of freight rail
systems and state highways that function as freight corridors.

NEW SECTION. Sec. 5. (1) The fee required by this chapter, to be
collected by the marine terminal operator, must be deemed to be held in
trust by the marine terminal operator until paid to the department, and
any marine terminal <perator who appropriates or converts the fee
collected to his or her own use or to any use other than the payment of
the fee to the extent that the money required to be collected is not
available for payment on the due date as prescribed in this chapter is
guilty of a gross misdemeanor, as provided in RCW 9A.20.021,

(2) If a marine terminal operator fails to collect the fee imposed

in this chapter or, having collected the fee, fails to pay it to the
department in the manner prescribed by this chapter, whether such
failure is the result of his or her own acts or the result of acts or
conditions beyond his or her control, he or she shall, nevertheless, be
personally liable to the state for the amount of the fee.

Sec. 6. RCW 43.84.092 and 2006 c¢ 337 s 11, 2006 c¢ 311 s 23, 2006
¢ 171 s 10, 2006 c¢ 56 s 10, and 2006 ¢ 6 s 8 are each reenacted and

amended to read as follows:



(1) AIl earnings of investments of surplus balances in the state

1

2 treasury shall be deposited to the treasury income account, which
3 account is hereby established in the state treasury.

4 (2) The treasury income account shall be utilized to pay or receive

5 funds associated with federal programs as required by the federal cash

6 management improvement act of 1990.  The treasury income account is
7 subject in all respects to chapter 43.88 RCW, but no appropriation is
8required for refunds or allocations of interest earnings required by

9 the cash management improvement act. Refunds of interest to the
10 federal treasury required under the cash management improvement act
11 fall under RCW 43.88.180 and shall not require appropriation. The
12 office of financial management shall determine the amounts due to or
13 from the federal government pursuant to the cash management improvement
14 act. The office of financial management may direct transfers of funds
15 Dbetween accounts as deemed necessary to implement the provisions of the
16 cash management improvement act, and this subsection. Refunds or
17 allocations shall occur prior to the distributions of garnings set
18  forth in subsection (4) of this section.

19 (3)Except for the provisions of RCW 43.84.160, the treasury income
20 accountmay be utilized for the payment of purchased banking services
21 on behalf of treasury funds including, but not limited to, depository,
22 safekeeping, and disbursement functions for the state treasury and
23 affected state agencies. The treasury income account is subject in all
24 respects to chapter 43.88 RCW, but no appropriation is required for
25 payments to financial institutions. Payments shall occur prior to
26 distribution of .arnings set t>>rth in subsection (4) of this section.
27 (4)Monthly, the state treasurer shall distribute the earnings
28 credited to the treasury income account. The state treasurer shall
29 credit the general fund with all the earnings credited to the treasury
30 income account except:
31 (a) The following accounts and funds shall receive their
32 proportionate share of earnings based upon each account's and fund's
33 average daily balance for the period: The capital building
34 construction account, the Cedar River channel construction and
35 operation account, the Central Washington University capital projects
36 account, the charitable, educational, penal and reformatory
31 institutions account, the Columbia river basin water supply development-
's account, the common school construction fund, the county criminal

SB 5207 p. 4



© 0 N oo ol h W N -

W W W W W W WWawN NN NN
DE I NG O NG
Voo EoodMPRPSOoNooc RN RS SRR SR o eEs

justice assistance account, the county sales and use tax equalization
account, the data processing building ~construction account, the
deferred compensation administrative account, the deferred compensation
principal account, the department of retirement systems expense
account, the developmental disabilities community trust account, the
drinkin'i water assistance account, the drinking water assistance
administrative account, the drinking water assistance repayment
account, the Eastern Washington University capital projects account,
the edi cation construction fund, the education legacy trust account,
the election account, the emergency reserve fund, the energy freedom
accou:The Evergreen State College capital projects account, the
feder 1 forest revolving account, the freight congestion relief
account, the freight mobility investment account, the freight mobility
multimodal account, the health services account, the public health
services account the health system capacity account, the personal
health services account, the state higher education construction
acr iunt, the higher -education construction account, the highway
in.rastructure account, the high-occupancy toll lanes operations
acjount, the industrial insurance premium refund account, the judges’
r‘arement account, the judicial retirement administrative account, the
idicial retirement principal account, the local leasehold excise tax
a.’count the local real estate excise tax account, the local sales and
ise tax account,the medical aid account, the mobile home park
alocation fund, the multimodal transportation account, the municipal
riminal justice assistance account, the municipal sales and use tax
;qualization account, the natural resources deposit account, the oyster
reserve land account, the pension funding stabilization account, the
perpetual surveillance and maintenance account, the public employees'
retirement system plan Zlaccount, the public employees' retirement
system combined plan 2 and plan 3 account, the public facilities
construction loan revolving account beginning JMly 1, 2004, the public
health supplemental account, the public works assistance account, the
Puyallup tribal settlement account, the real estate appraiser
commission account, the regional mobility grant program account, the
resource management cost account, the rural Washington loar. fund, the
site closure account, the small city pavement and sidewalk account, the
special wildlife account, the state employees' insurance account, the
state employees' insurance reserve account, the state investment board
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expense account, the state investment board commingled trust fund
accounts, the supplemental pension account, the Tacoma Narrows toll
bridge account, the teachers' retirement system plan 1 account, the
teachers' retirement system combined plan 2 and plan 3 account, the
tobacco prevention and control account, the tobacco settlement account,
the  transportation infrastructure account, the  transportation
partnership account, the tuition recovery trust fund, the University of
Washington bond retirement fund, the University of Washington building
account, the volunteer fire fignters' and reserve officers' relief and
pension principal fund, the volunteer fire fighters' and reserve
officers' administrative fund, the Washington fruit express acccunt
the Washington judicial retirement system account, the Washington law
enforcement officers' and fire fighters' system plan 1 retirement
account, the Washington law enforcement officers' and fire fighters’
system plan 2 retirement account, the Washington public safety
employees' plan 2 retirement account,the Washington school employees'
retirement system combined pian 2 and 3 account, the Washington state
health insurance pool account, the Washington state patrol retirement
account, the Washington State University building account, the
Washington State University bond retirement fund, the water pollution
control revolving fund, and the Western Washington University capital
projects account. Larnings derived from investing balances of the
agricultural permanent fund, the normal school permanent fund, the
permanent common school fund, the scientific permanent fund, and the
state university permanent fund shall be allocated to their respective
beneficiary accounts. All earnings tobe distributed wunder this
subsection (4) (a) shall fust be reduced by the allocation to the state
treasurer's service fund pursuant to RCW 43.08.190.

(b) The following accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily balance for the period:  The aeronautics account,
the aircraft search and rescue account, the county arterial
preservation a count, the department of licensing services account, the
essential rail assistance account, che ferry bond retirement fund, the
grade crossing protective fund, the high capacity transportation
account, the highway bond retirement fund, the highway safety account,
the motor vehicle fund, the motorcycle safety education account, the
pilotage account, the public transportation systems account, the Puget
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Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol highway account, the transportation 2003
account (nickel account), the transportation -equipment fund, the
transportation fund, the transportation improvement account, the
transportation improvement board bond retirement account, and the urban
arterial trust account.

(5) In conformance with Article [II, section 37 of the state
Constitution, no treasury accounts or funds shall be allocated earnings
without the specific affirmative directive of this section.

NEW SECTION. Sec. 7. Sections 1 through 5 of this act constitute
a new chapter in Title 41 RCW.
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Department of Revenue Fiscal Note

Agency: 140-Department of

Rill Number: 5207 SB Title: Freight congestion relief
Revenue
Part I: Estimates
| | No Fiscal Impact
Estimated Cash Receipts to:
FUND FY 2008 FY 2003 2007-09 2009-11 2011-13
GF-STATE-State 139.000 339,000 478,000 720,000 779,000
01 - Taxes 05 - Bus and Occup Tax
NEW-State 83,150,000 203,652,000 286,802,000 432,479,000 467,086,000
00- 00-
Total S 83,289,000 203,991,000 287.280,000 art igg non 467 865.000
Estimated Expenditures from:
FY 2008 FY 2009 2007-09 2009-11 2011-13
FTE Staff Years 0.5 0 0.3 0.1 01
Fund
GF-STATE-State 00lI-I 39,900 6,700 46,600 13.400 13,400
Total S 39,000 6,700 46,600 13,400 13,400

The iW /i receipts and expenditure estimates an this page representthe d.jsl likely fiscalimpact Factors impacting the precision ofthese estimates,

andalternate ranges (ifappropriate/, are explained in Fart Il

Cheek applicable boxes and follow corresponding instructions.
If fiscal impact is greater than 550,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
rm Parts |-V.

! fiscal impact is less than S50.000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

| [ Capital budget impact, complete Part IV

] Requires new rule making, complete Part V.

Legislative Contact: David Ward Phone: 3607867341 Date. 01/15/2007

Agency Preparation  Valerie Torres Phone. 360-5706084 Date: 01/18/2007

Agency Approval. Kim Davis Phone: 360-570-6087 Date: 01/18/2007

OFM Review Doug Jenkins Phone: 360-902-0563 Date: 01/18/2007
Request// 5207-1-1
gill | 5207 SB

Form PN (Rev 1/00)



Part II: Narrative Explanation

II. A - Brief Description Of What The Measure Does That lias Fiscal Impact

Briefly describe, by section number, the significantprovisions o fthe bill, and any related workload orpolicy assum ptions, thathave revenue or

expenditure impacton the responding agency.

This bill imposes a $50 fee per 20-foot equivalent unit of shipping container at marine ports. The marine terminal operator
keeps 10 percent of the fees collected for costs associated with the proper collection and reporting of the containers. The
rest of the money is remitted to the Department of Revenue (the Department) and deposited in a new account where the
money is to be used lo provide congestion relief through improvements of freight rail systems and stale highways that act

as freight corridors.

This bill also reenacts the laws related to the earnings of investments of surplus balances being deposited in the treasury
income account and adds the new "freight congestion relief account" to the list of accounts that receive a share of the

earnings from the treasury income account.
Sections | through 5 and 7 arc new sections.
Section | declares the intent of the container fee.

Section 2 contains definitions.

Section 3 imposes the $50 fee per 20-fool equivalent unit and allows the marine terminal operator to keep 10 percent. The
portion kept must be reported as gross income under the service and other activities tax classification on the excise tax
return. The Department must incorporate the fee into the regular audit cycles. The marine terminal operator must include
the information specified on ihf excise tax return forms. The fee is lo lake effect no sooner than 75 days after the
Department receives notice and is only to take effect on the lirst day of January, April, July, or October unless the

Department waives the notice requirement.

Section 4 creates the new account in the state i < ury and specifics that the money can only be spent alter appropriation
and may only be used to provide congestion relief through improvements of freight rail systems and state highways that

function as freight corridors.

Section 5 makes il a gross misdemeanor if the marine terminal operator docs not remit the fee to the Department, except
for the portion that they arc allowed to seep. The marine terminal operator is also personally liable if they fail to collect

the fee or if they collect the fc «and fail to remit it.

Section 6 reenacts the laws related to the earnings of investments of surplus balances being deposited in the treasury

income account. I'nc new "freight congestion relief account” is added to the list of accounts that receive their full share ol

the earnings from the treasury income account less any fees.

Section 7 makes sections | through 5 into a new chapter in Title 47 RCW

Il. B - C'asli receipts Impact

Briefly describe and quantify the cash receipt>impactofthe legislation on the responding agency, identifying the cash receipts provisions by section

numberand when appropriate the detailo fthe revenue sources Briefly describe the /actualbasis olthe assumptions and the method by winclithe

cash receipts impactis derived Explain how workload assum ptions translate into estimates D istinguish between one lime and ongoing Junctions

ASSUMPTIONS/DATA SOURCES

This bill docs not specify an effective dale, therefore, the effective date of the bill is assumed to be 90 days after the
session ends. Adding to that the 75 days between when the Department is notified and the fee is imposed and then finding
the first of January, April, July, or October after that, Ihe fee is assumed to be imposed effective January |, 2008.

Request |l 5207-1-1

form TN (Rev 1/00) 2 Bill tt 5207 SB



MEMO

Dated: January 23, 2007

To: Tamara Cook
Director, Legislative Legal and Research Services

From: Representative Kyle Johansen

Re: Proposed Washington State Shipping Container Tax

Dear Ms. Cook:

Enclosed

for your review is the most recent draft of a bill introduced

in the Washington State legislature that proposes a shipping container tax.
The fiscal note accompanying the bill is also enclosed.

lam concerned that this tax would result in increased costs to Alaskan
consumers and companies. | also have concerns about the legality of such a
tax. Please prepare an opinion that discusses:

1

Cc. Karl Amylon

Whether such atax is illegal under any provision of the
United States Constitution, federal statutes, orjudicial
construction of the United States Constitution such as the
‘dormant commerce clause doctrine”;

Whether such atax is preempted by federal law, including,
but not limited to, laws establishing tariffs, or laws imposing
homeland security requirements and fees on shipping
containers

Whether such a lax is preempted by federal laws related to
specific products, such as municipal solid waste or fish
products; and

Whether there are any other legal theories that would
invalidate such a tax



S-0378.4
SENATE BILL 5207

State of Washington 60th Legislature 2007 Regular Session

By Senators Haugen, Murray and Spanel
Read first time 01/12/2007. Referred to Committee on Transportation.

AN ACT Relating to creating the freight congestion relief account
to improve freight corridors with funding from the imposition of a fee
on the processing of shipping containers; reenacting and amending RCW
43.84.092; adding a new chapter to Title 47 RCW and prescribing

penalties.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

NEW SECTION. Sec. 1. The legislature finds and declares there is
a need tc mitigate the enormous burden imposed on the state
transportation system by the overland movement of cargo shipped to and
from Washington state ports.  Accordingly, it is the intent of the
legislature to alleviate this burden by imposing a fee on the
processing of shipping containers through those oorts and use the funds
derived therefrom to provide congestion relief through the improvement
of freight rail systems and state highways that function as freight

corridors.

NEW SECTION. Sec. 2. The definitions in this section apply
throughout this chapter unless the context clearly requires otherwise.
(1) "Department” means the department of revenue.

SB 5207
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(2) "Marine terminal operator" means a person engaged in the state
of Washington in the business of furnishing use of a wharf, dock,
warehouse, or other terminal services and facilities including, but not
limited to, all acivities of a labor, service, or transportation
nature where cargo is documented, handled, moved, or loaded/unloaded
from vessels involved in waterborne commerce.

(3) "Twenty-foot equivalent unit" means a measure of containerized
cargo capacity equal to one standard twenty foot (length) by eight foot
(width) by eight foot and six inches (height) contairer.

NEW SECTION. Sec. 3. (1) A fee is imposed on the processing of
shipping containers in the ports of Washington state.

(2) The fee must be imposed at the rate of fifty dollars per
twenty-foot equivalent unit and is payable by the marine terminal
operator processing the container. Every marine terminal operator
engaged in processing twenty-foot equivalent wunits may retain ten
percent of the fifty-dollar fne collected. The moneys retained may be
used for costs associated with the proper collection and reporting of
twenty-foot equivalent units processed. The retained amount must be
reported as gross income under the service and other activities tax
classification on the excise tax return.

(3) The twenty-foot equivalent wunit fee collected by marine
terminal operators, less the ten percent amount retained by the marine
terminal operator as provided in subsection (2) of this section, must
be paid to the department in accordance with RCW 82.32.045.

(4) The department must incorporate into the agency's reqular audit
cycle a reconciliation of the numbet of twenty-foot equivalent units
processed and the amount of revenue collected by the marine terminal
operators processing twenty-foot equivalent units. The department must
collect from marine terminal operators processing twenty-foot
equivalent units the following information, which shall be required to
be reported on the appropriate business excise tax return form, as

determined bv the department:
(a) All fees required to be collected under this section during the

previous month;
(b) A list of all freight containers processed by the marine

terminal operator during the previous month; and

SB 5207 0. 2
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(c)Satisfactory proof, as determined by the department, that the

fee was imposed on each twenty-foot equivalent unit processed.
(5) All other applicable provisions of chapter s2.32 RCW apply with

respect to the fee imposed wunder this section. The department shall
administer this section.

(6) A fee imposed under this section is to take effect no sooner
than seventy-five days after the department receives notice, and is to
take effect only on the first day of January, April, July, or Jctober.
Unless waived by the department, notice includes providing the
appropriate department with digital mapping and legal descriptions of
areas in which the fee will be collected.

NEW SECTION. Sec. 4.The freight congestion relief account is
created in the state treasury. All  receipts from twenty-foot
equivalent unit fees imposed under section 3 of this act must be
deposited in the account.  Moneys in the account may be spent only
after appropriation. Expenditures from the account may only be used to
provide congestion relief through the improvement of freight rail
systems and state highways that function as freight corridors.

NEWSECTION. Sec. 5. (1) The fee required by this chapter, to be
collected by the marine terminal operator, must be deemed to be held in
trust by the marine terminal operator until paid to the department, and
any marine terminal operator who appropriates or converts the fee
collected to his or her own use or to any use other than the payment of
the Lee to the extent thatthe money required to be collected is not
available for payment on the due date as prescribed m this chapter is
guilty of a gross misdemeanor, as provided in RCW 9A.20.021.

(2) If a marine terminal operator fails to collect the fee imposed
in this chapter or, having collected the fee, fails to pay it to the
department in the manner prescribed by this chapter, whether such
failure is the result of his or her own acts or the result of acts or
conditions beyond his or her control, he or she shall, nevertheless, be
personally liable to the state for the amount of the fee.

Sec. 6. RCW 43.84.092 and 2006 c¢ 337 s 11, 2006 c¢ 311 s 23, 2006
¢ 171 s 10, 2006 c¢ 56 s 10, and 2006 ¢ 6 s 8 are each reenacted and

amended to read as follows:

SB 5207
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(1) AIll earnings of investments of surplus balances in the state
treasury shall be deposited to the treasury income account, which
account is hereby established in the state treasury.

(2) The treasury income account shall be utilized to pay or receive
funds associated with federal programs as required by the federal cash
management improvement act of 1990.  The treasury income account is
subject in all respects to chapter 43.88 RCW, but no appropriation is
required for refunds or allocations of interest earnings required by
the cash management improvement act. Refunds of interest to the
federal treasury required under the cash management improvement act
fall under RCW 43.88.180 and shall not require appropriation. The
office of financial management shall determine the amounts due to or
from the federal government pursuant to the cash management improvement:
act. The office of financial management may direct transfers of funds
between accounts as deemed necessary to implement the provisions of the
cash management improvement act, and this subsection. Refunds  or
allocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3)Except for the provisions of RCW 43.84.i60, the treasury income
account may be utilized for the payment of purchased banking services
on behalf of treasury funds including, but not limited to, depository,
safekeeping, and disbursement functions for the state treasury and
affected state agencies. The treasury income account is subject in ail
respects tochapter 43.88 RCW but no appropriation is required for
payments to financial institutions. Payments shall occur prior to
distribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited tothe treasury income account. The state treasurer shall
credit the general fund with all the earnings credited to the treasury

income account except:

(a) The following accounts and funds shali receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The capitol building

construction account, the Cedar River channel construction and
operation account, the Central Washington University capital projects
account, the charitable,educational, penal and reformatory
institutions account, the Columbia river basin water supply development
account, the common school construction fund, the county criminal

SB 5207 p. 4
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justice assistance account, the county sales and use tax equalization
account, the data processing building construction account, the
deferred compensation administrative account, the deferred compensation
principal account, the department of retirement systems expense
account, the developmental disabilities community trust account, the
drinking water assistance account, the drinking water assistance
administrative account, the drinking water assistance repayment
account, theEastern Washington University capital projects account,
the education construction fund, the education legacy trust account,
the election account, the emergency reserve fund, the energy freedom
account, The Evergreen State College capital projects account, the
federal forest revolving account, the freight ~congestion relief
account. the freight mobility investment account, the freight mobility
multimodal account, the health services account, the public health
services account, the health system capacity account, th_ personal

health services account, thestate higher education construction
account, the higher education construction account, the highway
infrastructure account, the high-occupancy toll lanes operations

account, the industrial insurance premium refund account, the judges’
retirement account, the judicial retirement administrative account, the
judicial retirement principal account, the local leasehold excise tax
account, the local real estate excise tax account, the local sales and
use tax account, the medical aid account, the mobile home park
relocation fund, the multimodal transportation account, the municipal
criminal justice assistance account, the municipal sales and use tax
equalization account, the natural resources deposit account, the oyster
reserve land account, the pension funding stabilization account, the
perpetual surveillance and maintenance account, the public employees'
retirement system plan 1 account, the public employees' retirement
system combinedplan 2 and plan 3 account, the public facilities
construction loan revolving account beginning July 1, 2004, the public
health supplemental account, the public works assistance account, the
Puyallup tribal settlement account, the real estate appraiser
commission account, the regional mobility grant program account, the
resource management cost account, the rural Washington loan fund, the
site closure account, the small city pavement and sidewalk account, the
special wildlife account, the state employees' insurance account, the
state employees' insurance reserve account, the state investment board
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