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THE WHITE HOUSE 

WASHINGTON 

March 23, 1976 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

JAMES T. LYNN 

JAMES E. CONNORJ-€.1: 
Panama Canal Tolls Rules 

Changes 

The President reviewed your memorandum of February 24 
and approved the following option: 

"Option #2 - Approve all but the on-deck cargo 
amendment. 11 

The signed signature documents (TAB D of your memorandum) 
are forwarded herewith to Robert Linder for transmittal. 

Please follow-up with other appropriate action. 

cc: Dick Cheney 
Brent Scowcroft 
Robert Linder 

• 
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THE WHITE HOUSE 

WASHINGTON 

March 23, 1976 

Mr. President: 

Panama Canal Tolls Rules Changes 

Now that the Panama Canal employees have 
gone back to work, there is no reason not to 
act on this package. 

The Army, the Panama Canal Company, and 
OMB all agree that it would be preferable to 
eliminate the proposed letter to the Secretary 
of the Army. I have therefore removed that 
letter from the package (it is at Tab F in the 
event you wish to refer to it), and modified 
the letters to Mrs. Sullivan and Senator 
Magnuson to delete reference to the letter to 
the Secretary of the Army. 

All Agency and individual positions on the 
various options remain the same. 



BE IT FURTHER RESOLVED, That the Secretary of the 

Panama Canal Company cause notice of the adoption of the 

amendments of the measurement rules to be published in 

the Federal Register in the form prescribed by applicable 

laws and regulations. 

BE IT FURTHER RESOLVED, That upon publication of the 

said notice of amendment of the measurement rules in the 

Federal Register, the Stockholder of the Panama Canal 

Company transmit the amendments of said rules to the 

President for his approval. 

Approved 

• 



THE WHITE HOUSE 

WASHINGTON 

Dear Mrs. Sullivan: 

This is in further reply to your December letter to me regarding 
the measurement rule amendments proposed by the Panama Canal 
Company and the Secretary of the Army. 

I have carefully reviewed the issues and decided to approve the 
proposed amendments with the exception of the so-called "on-deck 
cargo 11 amendment. 

Sincerely, 

Honorable Leonor K. Sullivan 
Chairman, Committee on 
Merchant Marine and Fisheries 
House of Representatives 
Washington, D. C. 20515 

Attachment 

cc: Honorable Ralph H. Metcalfe 

• 
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THE WHITE HOUSE 

WASHINGTON 

Dear Mr. Chairman: 

This is in further reply to your December letter to me regarding 
the measurement rule amendments proposed by the Panam Canal 
Company and the Secretary of the Army. 

I have carefully reviewed the issues and decided to approve the 
proposed amendments with the exception of the so-called "on-deck 
cargo" amendment. 

~-~sincerely, 

Honorable Warren G. Magnuson 
Chairman 
Committee on Commerce 
United States Senate 
Washington, D. C. 20510 

Attachment 

cc: Russell B. Long 

• 



BEFORE ANY DECISION IS PUT IN WRITING 

NSC SHOULD BE CONTACTED TO DISCUSS 

FURTHER WITH JIM CONNOR THE MANNER 

THE DECISION IS HANDLED -- NSC CONTACT 

-IS STEVE LOW. X5004 

GBF 
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March 19, 1976 

MR PRESIDENT: 

Panama Canal Tolle 

Brent Scowcrott aaked that I convey theae viewa on the Panama 
Canal Toll material to you: 

He baa no preference in aubatance between Option 1 and Z. U 
you wiah to eelect Option 1, he teele that you could make that 
decision now and that it would not have any harmful impact on the 
lftrike eituation and might have ap-4ll!he one. U however you wish 
to a elect Option Z, he would like to point out the followin&: 

"A letter such ae the OMB auageata the Preeident eend the Secretary 
of the Army would be interpreted by the workers ae a decision by the 
Preaident to require them to bear the burden of current Canal Company 
financial difficulties instead ot the shippers. In the current atmoaphere 
it would be highly incendiary and seriously complicate any reeolution 
of the present strike. I therefore requeet that no further action be taken 
on the memorandum whUe the etrike ie in progreee and that it be returned 
so that we can append a comment to it. 11 

Jim Connor 

• 



~ORANDUM 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

JAMES E. CONNOR ~ 

BRENT SCOWCROFT I ~ 
OMB Memorandum on Rules Changes 
for Panama Canal Tolls 

The memorandum from Jim Lynn to the President on Panama Canal 
measurement rules changes recommends that the President approve 
all changes but the most important relating to on-deck cargo. It 
contains a letter from the President to the Secretary of the Army 
asking the Secretary to restudy this latter category of suggested 
rules changes. The letter also suggests that the Canal Company 
make further cost reductions. 

A wildcat strike is now in progress in the Canal arising from the 
workers objections to economy measures already adopted by the 
Canal Company. A letter such as the OMB suggests the President 
send the Secretary of the Army would be interpreted by the workers 
as a decision by the President to require them to bear the burden 
of current Canal Company financial difficulties instead of the 
shippers. In the current atmosphere it would be highly incendiary 
and seriously complicate any resolution of the present strike. 
I therefore request that no further action be taken on the memo­
randum while the strike is in progress and that it be returned so 
that we can append a comment to it • 

• 



MEMORANDUM 1670 

THE WHITE HOUSE 

WASHINGTON 

March 19, 1976 

MEMORANDUM FOR THE PRESIDEN~ 

FROM: BRENT SCOWCROFT / C,L_/ 

SUBJECT: Panama Canal Labor Dispute 

Last night the striking workers rejected the Governor's offer to support 
a modification of the wage freeze and a study of the application of the 
collective bargaining Executive Order in the Canal Zone, if they 
returned to work. He is only one of three members of the Canal Zone 
Personnel Board which would decide the issue, and they do not believe 
he could carry the Board with him. The workers are demanding 
complete withdrawal of the Company's proposal and agreement on a 
labor contract before they return to their jobs. A contract is not 
possible unless the Executive Order is applied to the Zone. 

At the present time over 100 ships are waiting to transit the Canalo 

The Governor is requesting a temporary restraining order today 
against the striking workers. If granted by the court, the restraining 
orders would require them to return to work for a ten-day period. It 
is the Army's expectation that the order will probably be issued tonight 
and that the workers will honor it. 

In the meantime, the Army is putting into operation its "King Trump" 
contingency plan under which the Secretary of the Army establishes 
a task force with representatives from the Department of Transportation 
(Coast Guard), the Navy, and the Army to provide pilots and tugboat 
masters for use in the Canal. Twenty-five pilots and tug operators 
will probably leave for the Canal from Andrews tomorrow. The strikers 
are aware that the Governor has this option but have not been told that 
the pilots will soon be on their way • 

• 
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An alternative plan would be to ask you to call those pilots who are 
reservists to active duty. They would then be ordered back to work. 
However, the coercive aspect of this gives it a drastic appearance 
and the Army is not pursuing it. 

As you know, the Secretary of the Army is the sole stockholder in 
the Panama Canal Company and is responsible directly to you. To 
this point, the focus of publicity and concern has been directed at the 
economic factors involved, i.e., the financial state of the Company 
and wage and bargaining demands of the workers. The parties have 
been clearly identified as the Army, the Company, and the workers. 
Relatively little attention has been called to the Canal negotiations or 
broader commercial or defense considerations. Should these latter 
types of issues be raised, you may want to consider involving yourself 
more directly in it. This could occur if the shippers, who are losing 
substantial sums daily, become more vocal in their complaints. They 
have been pressing the Merchant Marine Committee very hard and it 
could call on you to take action. At such time you could consider: 

1. Asking the Secretary of the Army to come over to give you 
a briefing on the situation; 

2. Sending the Secretary of the Army a message that you desire 
all possible steps be taken to resolve the problem; 

3. Is suing a statement calling on workers to return to their jobs 
in the national interest. 

RECOMMENDATION: 

I believe that for the time being you may want to confine your involve­
ment to following the situation closely and only at a later time consider 
associating yourself with it more visibly • 

• 



March 19, 1976 

MR PRESIDENT: 

PaD&ma Caaal Toll• Rulea Cbaaae• 

staffiD& of the attached memorandum from Jim Lyma reaulted 
iD the followtaa: 

Meaara. Buchen, C&llllOD, Friederadorf, Hartnuum, 
Seidman and .MortOD recommeDd Option U. 

Jack Marah baa iDdicated u.at althoa&h he ~tially favored 
OpttOD f2 after blveatigation he favor• Optioa fl the poeition 
taken by the Secretary of the Army. 

U you select Option fl sign Reaolatioa at TAB E. 

U you select OptiOD •z aign Resolution and three letter• at 
TAB D. 

Jim Coaaor 

• 



ACTION 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

-·-:- ~-. ') A 1976 r ~ u .... i.z • 

MEMORANDUM FOR: THE P1IDENT 

Jame~" T. Lynn 

~· 
FR0~1: 

SUBJECT: Panama Canal Tolls Rules Changes 

Issue 

Should approval be given to the Panama Canal Company to 
modify cargo measurement rules which determine toll 
assessments for ships transiting the Panama Canal? 

Background 

You have been requested to approve seven substantJ.ve changes 
in tonnage measurement rules governing tolls for vessels 
transiting the Panama Canal. The proposed changes v1ere 
adopted by the Board of Directors of the Panama Canal Ccmpany 
and have been forwarded by the Secretary of the Army in his 
capacity as "stockholder" of the Company (Tab A) • Belov; is 
a brief discussion of the issues, along with recommendations. 
A more detailed discussion of the issue is attached (Tab B). 

The purpose of the changes, according to the Company, is to 
redistribute costs more equitably among Canal users. Cost 
redistribution would be accomplished by altering the 
definitions of space availability on board vessels for 
carrying freight and passengers. The last systematic review 
of tonnage measurement rules was conducted in 1937. In 
addition to redistributing costs, the changes would increase 
total revenue from tolls, as shown below: 

(dollars in millions) 
General 

Container Cargo All 
Shi;e Ship other Total 

All-Flags Tolls +4.6 +3.1 +4.6 +12.3 
% Increase +28% +10% +6% +9% 
U.S.-Flag 'I'olls +1.7 +0.4 +0.2 + 2.3 

"% Increase +37% +12% +4% +17% 

• 
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The disproportionately large tolls increase for containerships 
(modern vessels which carry pre-boxed cargo) is primarily a 
result of one rules change--the "on-deck cargo" amendment. 
This amendment would require the measurement, and toll 
assessment, of all on-deck cargo. Currenr.ly this cargo is 
exempt from measurement. Of the total annual $12.3 million 
tolls revenue increase, $6.0 million is attributable to the 
on-deck cargo amendment, mostly relating to containership 
operations. 

The financial heal-~ r:)f the Panama Canal Company has been weak 
in recent years lars;ely as a consequence of rising costs and 
declining traffic. If approved, the revenues gained by the 
measurement rule amendments would help alleviate, but would 
not eliminate, a projected 1976-1977 operating deficit. In 
fact, either with or without the proposed amendments, a 
general toll increase will be needed in the coming year. 
A large toll increase is certain to be strongly opposed by 
the maritime·industry--as are the proposed amendments. 
Without additional revenues, however, the Company will be 
forced to request U.S. Gove~nment assistance. 

Options 

#1. Approve all seven amendments in their entirety. 

# 2 ~- · Approve all but the on-deck cargo amendment. 

#3. --Disapprove all severi amendments. 

Discussion of the-Proposed_Arnendments 

The existing Panama Canal totl assessments are based on 
commonly-accepted, international principles of ship "earning 
capacity." Earning capacity_is measured by the volume of 
below-deck space (gross tonnage), with deductions for space, 
such as the engine room, _wl).ich is not available for 
revenue-producing carriage (net tonnage) . The actual 
utilization of ship space is not considered in determining 
tolls charged for a particular transit. A primary reason 
for this approach is to avoid the costly delays that would 
be involved in measuring the volume, weight or value of 
cargo actually carried on each transit. Under the existing 
measurement system, a particular ship only needs to be 
measqre~_once_instead of:each transit. 

Six of the seven proposed amendments seek to remove minor 
anomalies in the existing measurement system. Four of the 
changes would increase and two would decrease toll assessments . 

• 
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Generally, the amendments would abolish "double counting" 
of space and/or refine measurement standards in accord with 
modern ship design. They would change capacity measurement 
rules for the following spaces: fuel tanks, hatchways, 
water tanks, public rooms on passenger ships, and selected 
shop and store rooms. These six changes are all consistent 
with the established principle of basing tolls on the 
measurement of earning capacity. Few specific objections 
have been filed to these proposed amendments. 

The seventh amendment constitutes a major change in the 
approach to assessing tolls. In addition to the traditional 
method of establishing tolls for below-deck carrying capacity, 
it would charge tolls for cargo actually carried on the ship 
deck during each transit. This means that if a ship were 
only partially loaded below deck, and carried on-deck cargo, 
it would be charged for its full below-deck capacity as well 
as for its actual on-deck cargo. By comparison, a ship 
carrying the same tonnage, all below deck, would have to pay 
only for its below-deck capacity, even though it may have a 
capability of carrying on-deck cargo. 

This proposed chqnge would be a departure from the traditional 
principle of basing tolls only-on carrying capacity. It also 
would establish different standards for below-deck and on-deck 
cargo carriage. 

The effect of this change would be to penalize ships which 
carry on-deck cargo but which do not or can net fully utilize 
below-deck space. Containerships, in particular, would be 
impacted by the change. Containerships are designed to 
carry significant on-deck loads, but they are not able to 
fully utilize below-deck space because the rectangular 
containers cannot use curved hull space on the sides, front 
and back, and because space between and around containers 
is needed for purposes of loading and unloading. Consequently, 
with the current method of establishing tolls, containerships 
on the average pay more per cargo ton actually carried than 
do other ships. Recent data show that containerships pay 
tolls averaging $2.12 per cargo ton, compared with about $1.15 
per ton for general cargo ships. 

Few would disagree with the Canal Company's position that, in 
theory, on-deck cargo carriage should be subject to toll 
assessment. The Company's proposal, however, does not seem 
to be an equitable means of assessing such tolls, particularly 
when applied to containerships. It may be necessary to 
establish an entirely new method of assessing tolls for 
containerships, rather than simply modifying a measurement 
system which did not anticipate containership technology . 

• 
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Recommendation 

oetion #2 is recommended. We believe that the six relatively 
m1nor amendments are sensible and would not be inequitable. 
The on-deck cargo amendment, however, represents a major 
departure from traditional measurement practices, and it 
appears that it would create greater inequities than it 
would remove. It is recommended that the issue of how to 
assess tolls for on-deck cargo be studied further. 

Positions of Interested Parties 

Maritime interests have expressed across-the-board objections 
-to the proposed amendments. Their concern, however, is 
primarily focused on the on-deck cargo amendment. ~To major 
u.s. shipping company associations--the American Institute 
~of Merchant Shipping and the American Maritime Association-­
have privately indicated that if the on~deck cargo amendment 
were dropped (option #2), their opposition to the remaining 
amendments would be minimal. 

~lthough the Congress has rio statutory role relative to the 
establishment of Panama Canal tolls, the maritime interests 
have generated strong support in both the House and Senate. 
In the House, Mrs. Sullivan (Chairman of the Merchant Marine 

·and Fisheries Committee) and Mr. Metcalfe (Chairman of the 
Panama Canal Subcommittee), as well as 29 other members, 
have cosigned a letter to you asking that Presidential action 

"be delayed until the House has had the -opportunity ~to review 
:.the measurement :rules. Senators Magnuson {Chairman of· -the 
:commerce Committee) and Long (Chairman of the Merchant Marine 
:Subcommittee) have likewise requested that y-O:u: ::del:ay 'a·ction 
~(letters at Tab C). Insofar as congressional ·opposition to 
fthe amendments is generated by the maritime interests, we 
::expect that rejection of the on-deck cargo amendment would 
.also minimize congressional.concerns. 

"'-'!!he following. :agencies have expressed no objection: ·to -the :.. -
cproposed amendments: Justice, Treasury~,: ·Federal :Maritime :. 
ccommission,. National· ·secur1ty Counc1l, and Council of -
1Tnternat1onal Economic Pol1cy. Althot'lgh both Comme~e-arid. ~- ~ 
'-Transportation have .recommended that the amendments be 
delayed or disapproved pending further analysis, both report 
that option #2 largely mitigates •their concerns •. : State -_, '~ 
.advises that the amendments have no effect o~ the---sensitive 
<'treaty-negotiations over' -the ·.status of-··the ~Panama' Canalc:.·::.:--­
"'A-1 though State ·indicates that Greece·, Norway,-- ·spain; ·Japa"n·;- -
Italy and Sweiien have macle oral representations to-·th~ 
Department critical of the changes, State does not oppose 
their approval. 

• 
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The Panama Canal Company and the Secretary of Army stand by 
their recommendation, option #1. However, they report that 
option #2 is preferable to option '#3. 

Decision 

Action 

Option #1: Approve all seven amendments 

Option #2 (Recommended): Approve all but the 
on-deck cargo amendment 

Option #3: Disapprove all amendments 

See me 

To carry out option #2, it is necessary for you to sign the 
attached resolution approving all but the on-deck cargo 
amendment. Additionally, we recommend that you sign the 
attached letters to the chairmen of the House and Senate 
authorizing committees explaininq your decision, and to 
the Secretary of the Army requesting additional review of 
the tonnage measurement system and indicating the necessity 
for the Panama Canal Company to take action to restrain 
costs. These signature documents are at Tab D. 

Attachments 

• 
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The President 

SECRETARY OF THE ARMY 

WASHINGTON 

The White House 
~ashington, D. c. 20500 

Dear Mr. President: 

December 12, 197 5 

In my capacity as "stockholder" of the Panama Canal 
Company under authority delegated to me by Executive Order 
11305 of September 12, 1966, I am forwarding for your 
approval a Resolution adopted by the Board of Directors of 
the Panama Canal Company on November 17, 1975, amending the 
rules of measurement of vessels for the Panama Canal. 

The action by the Board of Directors is based on Sections 
411 and 412 of Title 2 of the Canal Zone Code under which the 
Panama Canal Company is authorized to prescribe rules of 
measurement for determining the earning capacity of vessels 
using the Canal. Section 412 provides that changes in the 
measurement rules shall be subject to and take effect upon 
the approval of the President of the United States. Section 
411 requires six months' notice of the changes in the measure­
ment rules. This notice was published in the FEDERAL REGISTER 
on July 31, 1975, so that the earliest date on which the new 
rules could become effective is January 30, 1976. 

Following publication of the notice in the FEDERAL 
REGISTER, the Panama Canal Company invited written comments 
from the public and held a public hearing in accordance with 
applicable regulations. After consideration of all relevant 
matter presented in the written comments received and presented 
at the hearing, the Board of Directors adopted the proposed 
amendments of the measurement rules, subject to your approval. 

The inclosures to this·letter set out in detail the 
background of the proposed changes in the rules and the pro­
ceedings by the Board of Directors leading up to the adoption 
of the amendments. 

Your approval of the proposed changes in the measurement 
rules is recommended, effective January 30, 1976. 

Inclosures 
as 

• 
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ATTACin1ENT 

DISCUSSION OF PANAHA CANAL TOLLS RULES CHANGES 

Background 

The attached letter from the Secretary of the Army requests 
Presidential approval of proposed changes in rules governing 
tolls for ships transiting the Panama Canal. The proposal 
was adopted by the Board of Directors of the Panama Canal 
Company on November 17 and was forwarded to the President 
by the Secretary of the Army, in his capacity as "stockholder" 
of the Company, on December 12. The rules changes require 
Presidential approval and can be put into effect on or after 
January 30, 1976, a minimum statutory 6 months after notice 
of the proposal was published in the Federal Register. 

Since the beginning of Panama Canal operations in 1914, tolls 
have been based on ship "earning capacity." The measure of 
ship earning capacity has been the space available {net 
tonnage} for carrying freight and passengers. The Panama 
Canal Company argues that the measurement rules "\'7hich 
determine ship earning ca:oaci ty should no\" be altered because: 
(a) the last systematic revie"' \vas conducted in 1937; {b) ship 
configuration and technology have dramaticallv chanqed in the 
past 38 years; and (c) the operating costs of- the Canal are no 
longer equitably distributed to reflect the earning capacity 
of vessels using the Canal. Consequently, the Company has 
proposed seven substantive changes to the measurement rules, 
requiring thirty amendments to the Code of Federal Regulations. 
The Company has. found that the proposed rules "better reflect 
the earning capacity of vessels than the present rules, are 
nondiscriminatory, just and equitable." 

OMB is the coordinating agency ·for Panama Canal Company toll 
proposals. \'Je have solicited the vie'v";rs of the following 
agenciEs on the proposal: State, Conunerce, Transportation, 
Justice, Treasury, Agriculture, Federal Maritime Commission, 
National Security Council, and Council of International 
Economic Policy. l·Je also huve received unsolicited comments 
from members of Cor)gress and the maritime industry (shipping 
companies, unions and port uuthori,ties). These views will be 
discussed below, as well as other issues pertaining to the 
proposal. 

Punama Canal·cornnL~ny Financirl Conditi.on and Ca.nal Toll Issues 

'l'he Pan.-:~m<l C.:'ma 1 Ccmpuny is 2 ''-'boll y-ovmcd Govcrruncnt corporu tion 
\•!hose pr.i.l:t.·r~· purpo~;L' .is 11\llintu.inir:.q ;lfld ope1~<d:.in9 the inter­
oceanic C<liKtl. FroPt the Cnrwl 1 s tolJ s nnd other charges, the 
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Company is expected to be self-sustaining. Additionally, the 
Company is expected to reimburse the u.s. Treasury for: 
(a) uncovered costs accrued by the Canal Zone Government; 
(b) interest payments relating to original Canal construction 
costs borne by the U.S. Governr:1ent; and (c) annuity payments 
made by the u.s. to the Republic of Panama pursuant to the 
Treaty of 1903, as amended in 1936. 

For the past five years, the Panama Carial Company has 
experienced rapidly rising costs and declining traffic. For 
example, betvreen 197 0-197 5, the number of transits declined 
from 15,500 to 14,700, while operating costs climbed from 
$172 million to $261 million. As a result, the first toll 
increase since the Canal's 1914 opening was instituted in 
July 1974 (+20% in toll rates) . Despite the toll increase, 
the Company's financial condition has continued to deteriorate 
as a result of: (a) continuing cost-of-doing-business increases; 
and {b) traffic downturns in the wake of \vorldwide economic 
recession, the diversionary impact of the opening of the Suez 
Canal, and the dampening effect of the 1974 toll increase. 
Hhereas the Company had planned to handle 40 ships daily in 
FY 1976, an average of only 36 daily have been transiting the 
Canal to date. The net effect of the financial downturn is 
that the Company has sustained losses in the past two years 
and is expected to continue to run losses in 1976 and 1977, 
as shown below (millions of dollars) : 

1974 deficit 1975 deficit 

$-11.8 $-6.4 

est. 
1976 deficit 

"$-18. 0* 

est. 
1977 deficit 

$-38.0* 

*assumes no toll changes, measurement rules amendments, 
or other remedial actions. 

If approved, the measurement rules amendments \·!Ould help 
alleviate, but ,.,·ould not eliminate, projected Corr.p.:my deficits 
in 1976 and 1977. The amendments \'JOuld increase the measurements 
of vessel net tonnage, leading to higher annual toll assessments 
on the order of $12-13 million (further discussed below) . The 
Company ·argues, hm·iever, that it is incorrect to equate the 
proposed amendments with a toll increase -- rather, the purpose 
of the amendments is to redistribute the operating costs of the 
Panama Canal more equitably. In the Company • s frnme\·:ork of 
thinking, the processes of establishing tolls and changing 
measurement rules, although relateCi, are separate. Any positive 
revenue effects resulting from the proposed amendments would be 
accounted for in computing the need for future toll rate changes 
(i.e., future toll increases would be reduced by the amount of 
additional revenues gained by the proposed amendments). 
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In fact, either with or without the proposed rules changes, 
the Panama Canal Company is now indicating that a substantial 
general toll increase will be required in the next 12 months 
to meet the anticipated deficits. This would be the second 
general toll increase in three years. Required toll rate in­
creases are shown below. The figures presume the imposition 
of moderate cost-cutting measures and the continued operation 
of the Company on a self-sustaining basis. 

Additional revenue required 
to meet FY 1977 deficit .••.•. 

Future required toll increase •• 

Additional revenue required 
to meet FY 1977 deficit as 
well as recoup FY 1976 
deficit over five years .•.•.• 

Future required toll increase .• 

($ in millions) 
Measurement Measurement 

Rules Rules Not 
Approved Approved 

$26 
+17% 

$28 
+19% 

$38 
+28% 

$42 
30% 

The Company has pointed out.that its statutory authorities 
provide several alternative means for handling long term 
deficits. It can: (a) defer payment to the u.s. Treasury 
of interest and/or the net cost of the Canal Zone Goverr~ent 
to the extent the required amounts are not earned; (b) request 
Congressional au thor i ty to \·laive entirely payment of the net 
cost of the Canal Zone Government; (c) request a se?arate 
appropriation for the Company to meet losses; or (d) use 
available borrov;ing authority up to a maximum of $40 million. 
Company officials are increasingly talking a:Cout the necessity 
of employing these fallbac}~ authorities. For example, in a 
January meeting, the Company's Board of Directors authorized 
Company staff to explore-the desirability of using one or 
more of the authorities in the context of the future 1978 
budget request. Utilization of the above authorities vlOuld 
be highly undesirable from a budgetary point of vie\'l in that 
they would entail U.S. Government subsidization of potentially 
sizable Company deficits. 

Of course, the future required toll increase can be reduced 
by the extent to which the Company undertakes reductions in 
services, employee benefits, and planned capital construction 
projects. The President of the Company cum Governor of the 
Canal ?.:one Government bas <:lreadv taken measures to cut 
spending, but has shied a\·:ay from major reductions which would 
lead to s tror:cr oppo;; it icr: frc:-n P:1 n::::~:1 C: !~:11 cnplo~:cc group~;, 
(e.g., cUI:1in.::tion of a 15?. tropical p:iy differential) • 

• 



4 

Impact of the Proposed Measurement Rules Amendments 

Of the seven substantive amendments, five 'llill increase total 
measurement tons, leading to higher toll assessments, and two 
will lmver total assessments. The net effects of the amend-
ments on tolls are shown below: 

Estimates of Annual Tolls Impact of Rules Amendments!/ 
~n thousands 

Measurement Rule 
Amendments 

General 
Cargo 

Ship Type 
Container 

Ship Passenger 
All 

Other2/Total 

Amendments which Increase 
Measurement tons: 

Deck Cargo 
Fuel 
Hatch Exemption 
Public Rooms 
l\'a ter tanks 

Amendr.ients \'Ihich Decrease 
Measurement tons: 

Boatst,.;ain' s Stores 
= c Engr • Shops 

+578 +4,332 
+2,290 +356 

+209 +1.01 

+198 +1 

-118 --213 
-11 -8 

+9 +1,038 +5,957 
+117 +2,965 +5, 7 22 

+5 +477 +792 
+423 +423 

+3 +290 +492 

--

-7 . -641 -979 
-1~- -45 -65 

All Flags Tolls Incr~ase-­
% Iiicrease 

+3,146 ~-+4,569 
+10% ... +28% 

+410 +1,708 

+550 
+28% 
+59 

+4,083 +12,3/;:C 
+4% +S ~-

u.s. Flag Tolls Increase 
% Increase· +12% +37% C' ,.+16% 

+156 +2,333 
+3% +17; 

1/~~shipping companies generally believe that the Company's 
- ~~-estimates of tolls impact are understated _ ,_. -. 

- .. · .. - ~ ........... 
. . . 

2/: ::Includes dry bulk carriers,. tankers,_ spec.ialized:·product 
-.carriers •. : ______ -- .:.. · 

Haritime Industry Views 

Shipping companies, unions, port authorities and selected 
industries (e.g., lumber companies)~have.filed objections with 
the Panama Canal Company rcgarding.the.proposed amendments .. The 
most~commonly-cited objections to the amendments havebeen the; 
follo-yring: . · 

-·-..,the amendments constitute a 11 de facto" toll increase, the· 
-imp.:1ct of ·.·:hich hus not been satif:factorily evaluated •. 
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--the amendments particularly impact containerships and 
hence are "discrim.t,natory." Furthermore, because the 
U.S.-flag fleet has more containerships than do 
foreign-flag fleets, U.S. shipping companies sustain 
a proportionally greater financial injury. 

--the amendments do not improve the accuracy of the 
measurement of ship cargo capacity< and hence are not 
more equitable. 

5 

--the amendments' impact on tolls will have negative side 
effects; it will: 

••• further reduce Canal traffic and therefore dampen 
positive revenue effects of the amendments • 

••• increase ocean freight rates and contribute to 
inflation . 

••• lead to the abandonment of some shipping services 
and divert cargo passing through North Atlantic 
u.s: ports to cross~continental rail or truck 
transportation (leading to possible environmental 
degradation) • 

--the amendments, and tte perceived toll increases they 
cause, beg the issue of the Company's ability to cut 
costs and thereby obviate the need for additional 
revenue. 

The Company published the amendments in the Federal Register 
in July 1975, received twlritten replies, opened the issue to 
hearings, and in November the Company's Board of Directors 
approved the orig.inal recor:unendations. The maritime industry 
is highly irritated over the fact that the Board approved the 
amendments without change, seemingly having ignored the 
industrr's many objections. 

Despite the wide range of objections filed with the Company, the 
maritime industry is principally concerned with only one amend­
ment -- the "on-deck cargo" amendment. This amendment would 
ha~e the effect of measuring all on-deck cargo transiting the 
c·anal, and assessing tolls accordingly. Currently on-deck 
cargo is excluded frcm measure.ment and toll assessment. 

Heasurcment by the Company of deck loads of 102 containerships 
transitinq the Canal showed that the net tonnu.ge (and therefore 

::::: :t"olls) ·for ·these ships as a result of the appl.l.ca tion of the 
~< deck carqo ru lc v.'ould inc rca se bv 28% in the aqqreqa tc, a 1 thouqh . ·- . - - . 

the net tonnage of U.S.-flag vessels in the group would increase 
hy·3~%. !l.s shm-m in the tu.hlc in the previous section, the 
on-deck cL~rqo rule accounts l.'or ~:bout h~1lf of the u.nnu~tl 

estimu.tcd rules toll incrcct~jc of ~;12 million • 
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Two major U.S. shipping company associations-- the American 
Institute of Merchant Shipping (AU!S) and the American 
l1aritime Association (JI .. HA)--have privately indicated to us 
that if the on-deck cargo rule vlere dropped from the package 
of amendments, the opposition of their member companies to 
the remainder of the amendments would be minimal. 

Congressional Views 

Although the Congress has no statutory role relative to the 
establis~~ent of Panama Canal Company tolls, the maritime 
industry has generated strong support for its position in both 
t.he House and Senate. In the House, Mrs. Sullivan (Chairman 
of the Herchant Harine and Fisheries Committee) and !-1r. Metcalfe 
(Chairman of the Panama Canal Subcommittee), as well as 29 
other members of the House, have cosigned a letter to the 
President asking that no action be taken on the pending measure­
ment rules amendments until the House has had the opportunity 
to review the measurement formulas in detail at future hearings 
(letter attached). Likewise in the Senate, Senators Magnuson 
(Chairman of the Commerce Committee) and Long (Chairman of 
the Merchant Marine Subconuni ttee) have "join[ ed] ,.lith Hembers 
of the House of Representatives who have expressed their 
int~rests in this to you and request that no action be taken 
on these proposed changes until adequate Congressional revie\v 
of this important subject has been undertaken." 

1-1rs. Sullivan and 1-ir. Metcalfe have also requested a "full 
investigation" of the financial situation of the Panama Canal 
Company by the GAO, and have sent an extensive list of questions 
on the anticipated impact of the proposed measurement rules 
to the Company. Ho~t?ever, hearings have not yet been scheduled 
in either House or Senate. Company staff report that little 
congreRsional action c(')nld be expected if the President were 
to delay action on the amendments--that the primary purpose 
of congressional intervention is to obstruct Company action 
which v1ould he injurious to the U.S. merchant marine. 

Agency Viev-'s 

The following agencies have expressed no objection to the propose~ 
am:mdments: Just ice 1 '!'ree1sury, Federal ~ .. !Rri tine Comrni s s ion, 
Aqriculture, National S0curitv Council, and Council o~ Inter­
Natlonc? .. l !'conord c r-olicy. i'\.genc1es wnich have expressed concerns 
are as follm·Ts: 
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Commerce. The Commerce Department opposes the proposed 
amendments and recommends that Presidential approval 
"be delayed until a thorough assessment of the problems 
which are raised by these proposals can be completed~" 
Commerce reiterates most of the objections raised 
by the maritime industry, along with the following 
additional points: 

••• The amendments c~viate from the concepts established 
in 1937 by a Presidentially-appointed committee. The 
amendments should be evaluated ~y a body of the same 
level before approval • 

••• The amendments adversely impact U.S.-flag containerships, 
the most competitive element of the U.S.-flag fleet. 
In the long term, the amencments could result in an 
increased need for Federal assistance to the u.s. 
merchant fleet • 

••• The on-deck cargo amendment. is not precisely defined 
and administration may be difficult. 

--Transportation. DOT recommends that "additional analysis 
would be desirable before ..• issuance of the regulations" 
based on the following: 

••• If diversion of cargo from ocean carriage to cross­
continential land carriage were to result from the 
amendment, there could be benefits to the u.s. railroad 
industry but disbenefits to the u.s. shipping industry. 
This should be assessed . 

••• The Senate may ratify the 1969 International Convention 
on Tonnage Heasurement of Ships, '\vhich would establish 
new parameters for measuring shipping tonnages. 
Although the law would not enter into force until at 
least tv7o years later, and although the Company would 
not b~ legally required to alter its measurement 
system, "it might seem reasonable for the ..• Company 
to consider developing a system employing the same .•• 
parameters as those used in the 'ronnage Convention." 

State. The State Deoartment advises that the amendments 
have no effect on the sensitive u.s. treaty negotiations 
with the RcpubJ.ic of Panama over the status of the Panama 
Canal. "St2t c further reports that foreign shipping 
interests have objected to the amendments and the qovern­
ments of Crcece, Norway, Spain, Japan, Italy and Sweden 
have rr..:1dc rC'!Jrc~f.'C':-Jt-atior:s to the !"'0\)artP.'c:nt of Stute 
critic~l of the chunaes. State conclu~cs that the 
"cnr:.f11ajl1t<-: ;;11ou1r1 J·c· c~1r('fnlly cnn"~ic1c1·0d and trcutcd 
npproprL1tcly in .:my fjn0.l (1ccision." 

• 



8 

Discussion of the Merits and ·Demerits of the Proposed Amendments 

The rules of measurement currently employed by the Panama 
Canal Company are based on the principle that canal tolls are 
to be assessed on the "earning capacity" of vessels. Earning 
capacity of vessels is defined as space available for 
carriage of cargo and passengers. In the most general terms, 
this determination is made by measuring the volume of the 
space enclosed by the entire vessel {gross tonnage) and 
deducting from this total, that space, such as the engine 
room, which is not available for the carriage of cargo or 
passengers {net tonnage) . The assumption is that every net 
cubic foot of below-deck space can be potentially used. A 
ship's net capacity, therefore, is currently the sole basis 
for toll assessments. Net capacity does not consider such 
factors as volume, weight, or value of cargoes carried 
(utilization of capacity) • Because the system entails 

measuring the ship instead of the cargo, ships only need 
to be measured once, instead of transit-by-transit, and 
administration of the system is thereb~ facilitated. 

The Panama Canal vessel measurement·system, like almost all 
other vessel measurement systems, is derived from princiPles 
originally laid down in nineteenth century England by George 
Moorsom. ~~loorsom established the principle of measuring vessels 
net capacities as determined by all enclosed (below-deck) 
spaces as measured in cubic feet, divided by 100, so that one 
ton represents 100 cubic feet of space. Almost all vessel 
measurement systems start with the Hoorsom method for 
determining gross tonnage. However, differences often result 
from the application of differing exemotions and deductions 
in arriving at net tonnage figures. Panama Canal and Suez 
Canal systems are similar and produce similar net tonnages. 

Six Hiner l>.mendments 

Of the seven substantive measurement rule amendments proposed 
by the Panama Canal Company, six are relatively non-controver­
sial. These six \vould alter, in a minor way, existing 
exempticns and deductions for the follm..,ing spaces: fuel 
tanks, hatch\·lays, vrater tanks, public rooms on passenger 
vessels, boatswain's stores, and engineer's shops. The first 
four would have the effect of increasing to~nage measurements. 
The last two would have the effect of decreasing tonnage 
measurements. These are further described below: . . 

Amendments which increase measurement tons: 

.•. Fuel. The amendment would substitute actual 
iTi'CaSurement of fuel soaces for the existing 
rule by h'h.i.ch t~w c1c<1uction ror ftH:l i:: norm.-:tlly 
computC'd at 7:_,~. of the mczt~;urcd sDc:.cc of the 
engine room . 
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••• Hatch Exemption. The amendment \<Jould eliminate 
the current exclusion of the cubical contents of 
hatchways. In modern shin design, hatch covers 
fit over the top of hatchvTays and the space under 
the hatch cover is available for cargo • 

••• Water Tanks. The amendment would eliminate the 
current exclusion of the measurement of water 
tanks used for fresh water for ship use. This 
would achieve consistency with the treatment of 
other like spaces that are not allowed as 
measurement deductions • 

• • • Public Rooms. The amendment \<Jould eliminate the 
current exclusion of the measurements of public 
rooms (e.g., dining rooms, lounges, barber shops, 
swimming pools). This is based on the premise 
that public rooms are spaces available for the 
use of the passengers and hence a consistent 
application of the earning capacity concept 
precludes deduction of these spaces. 

Amendments which decrease measurement tons: 

••• Boatswain's Stores. The amendment would permit 
exclus1on of measure.'Tients for boatsv1ain' s stores 
on the premise that space used for this purpose 
is unavailable for stowage of cargo, passenger 
use, or other directly related purposes . 

• • • Engineers' Shops. This amendment vmuld allo\<l 
deductions of measurements for engineers' shop 
space over the current arbitrary deduction 
ceiling of 50 tons. Actual measurements of 
engineers' shops would determine the applicable 
deduction. 

The intent of these six amendments is to avoid "double counting" 
of selected shiP spaces and/or refine measurement standards in 
accord ·,·lith changed ship desicm. None of the above six 
proposed amendments have been strongly opposed by the maritime 
industry as a whole. Eowever, passenger vessel ooerators are 
unset over the "nublic rooms" amendment which v10uld increase 
their toll assessments bv about $550 thousand annually (+28%). 
U.S.-flag vesse~ operators account for only $59 thousand of 
the total. 

Currently, on-deck cargo (e.g., containerized cargo, stores, 
livo~;tc,cl:) is cxcJudcd from r.l(';tsurcr:c:nt anJ toll <:lSSco;:.nenl. 
'rhc scv0n th arnen~li:wn t pl:opo:;l~d by the P::.lnaJ:lz:t C;~nd 1 Compc1 ny 
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would require the measurement of all on-deck cargo for every 
vessel transit. The proposed amendment describes this as 
follO\'lS: 

"The deck space pccupied by the goods thus carried 
shall be determined at the time of the application 
of the vessel for passage through the canal and 
shall be deemed to be the space limited by the 
area occupied by the goods and by straight lines 
enclosing a rectangular space sufficient to 
include the goods." 

The on-deck cargo amendment has generated a great deal of heat 
on the part of the maritime industry (e.g., the amendment is 
alleged to be "arbitrary and capricious" and "discriminatory" 
against both containership operators and the U.S.-flag fleet). 

Containerships a~e the primary carriers of on-deck cargo. 
By this amendment, if a containership operator transited the 
Canal \·lith no .• on-deck containers on one occasion, 50 on 
another, and 100 on another, he Hould be charged differently 
on each occasion. The Panama Canal Company believes the 
amendment is desirable because there is "no doubt that the 
use of the deck for deckloads adds to the space of the vessel 
available for carrying cargo, and hence is a valuable component 
of earning capacity of th~ vessel required to be measured." 

Fe\·7 would disagree \·lith the proposition that, in theory, 
on-deck cargo carriage should be subject to toll assessment. 
Hov1ever, the Comoany' s orooosal for assessing on-deck cargo 
poses serious problems, principally because it is inconsistent 
with other:company cargo measurement rules. The inconsistency 
results from the fact that the on-deck cargo amendment requires 
measurement-and toll assessment for all cargo actually carried 
on deck. Utilization of on-deck space, therefore, would be 
the basis for toll assessment. Hm·1ever, as previously 
explained, the exi.sting Panama CanaL ship measurement syst2IU 
.for"' pelm·_,.:...deck space is based on· the pri:nc iple. of net ship 
capacH:y ~ assuming- no- \vas ted. so-ace--resulting from the type ot. 
carg-o c3.rried or manner of carric>.ge. and~ irrespective_ of .. the .. 
~~ourit 6f:caigo a6tuall~ cariied on a given.transit • 

. - - ~- - . 
~he.result of the inconsistency is a toll asscs~ment system 
Which appears to be prejudicial to containershiP operators. 
Much of the below-deck space is lost in containerships 
because rectangular container cells cannot fully utilize 
-the curved soaces. against the hull of the vessel and because 
~paces must be left between containers. As partial compen­
sation for th.is lost space, containerships curry containers 
~n decJ~. In effect, the co~tnincr~hip oncrvtor has chosen 
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to offset the somevJhat reduced carrying capacity of the vessel 
with greater efficiency in cargo handling. In this light, 
the proposed amendment does not account for "lost space" on 
containerships and thereby constitutes a serious deviation 
from the concept of measurement vrhich requires tolls to be 
assessed against vessels' .actual cargo carrying capacities. 

Approval of the on-deck cargo amendment would penalize this 
form of cargo carriage. It would require continued toll 
assessment for all below-deck space, whether or not utilized, 
and would superimpose a tolls burden for on-deck cargo 
carriage. In fact, it a~pears that containership operators 
are already relatively "over assessed." FY 1975 data indicate 
that, \'lhen recomputed on a dollar-per-ton-carried basis, 
containership operators \vere assessed $2.12 per ton compared 
with $1.15 for general cargo ship operators. 

Based on the above, it may be appropriate for the Panama 
Canal Company to reevaluate the tonnage measur~rnent system 
to determine if it is prejudicial to certain classes of 
carriers, and, if so, to recommend r~medial actions. 

Options 

#1. Approve all seven amendments in their entirety. 

#2. Approve all but the on-deck cargo amendment. Request the 
Company to reevaluate on-deck cargo measur~rnent rules in 
the context of the overall equities/inequities of the 
existing measurement system. 

#3. Disapprove all seven amendments. Request the Company to 
·further study alleged prejudicial aspects of the existing 
measurement system. 

Discussicn of OPtions 

Pro 

The amendments, in the aggregate, improve the tonnage 
measurement standards Hhich• have been in force for 
the past 38 years in terms of accuracy and equity. 

The amendments add revenues to the Company (until a 
toll incre~sc is put into effect) in a period in 
which the Co~rmany • s financial situation is seriously 
deteriorated . 

• 
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Insofar as the Company is able to collect additional 
revenues now, the magnitude of the future general 
toll increase could be reduced. The smaller the 
general toll increase, the less strenuous will be 
the opposition to it. 

The appropriateness of the on-deck cargo amendment is 
not clear. It is inconsistent with the existing 
measurement system and appears prejudicial to 
containership operators who would suffer a heavy 
toll burden (+37%). 

Approval of the amendments may give the false 
impression of curing the Company's financial woes, 
whereas only a general toll increase can generate 
sufficient revenues to make the Company self-sustaining. 

Approval of the amendments runs counter to expressed 
maritime industry and congressional requests to the 
President. This could lead to congressional action 
to restrict Administration authority relative to 

Pro 

the Canal (e.g., make all toll proposals subject to 
congressional reviev1). This, in turn, could endanger 
the more important future general toll increase. 

It retains most of the amendments, thereby improving 
the overall cargo measur~~ent system. 

Insofar as there are justifiable grievances against 
the on-deck cargo amendment and/or the cargo measure­
ment system as a \·!hole, the issues could be further 
studied by the Company. 

Disapproval of the on-deck cargo amendment would 
almost entirely diffuse U.S. maritime industry 
dissatisfaction with the amendments package. 

-- It allows Congress to hold hearings on the on-deck 
__ cargo issue, ~er conqressional reauests to the 

President. Congressional action to circumscribe 
Administration au thor i ties "Y.rould be unlikely . 
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Insofar as approximately $6 million in revenues will 
be forfeited if the amendment is not approved, the 
deficit situation of the Cornpanv will worsen by a 
like amount and the amount of the general toll 
increase will have to be raised accordingly to 
accommodate the loss. The higher the toll increase, 
the more likely will be strenuous industry opposition 
to it. 

Pro 

It would completely negate maritime industry and 
congressional criticisms. 

Insofar as the industry and the Congress will have 
been mollifie:l on this issue, it ma.y lessen tensions 
relative to the announcement of a future toll increase 

Con 

(although the magnitude of the increase will certainly 
be an issue of contention). 

The measurement ruJ.e anomalies of the current system 
will be maintained indefinitely. 

It may make it more difficult to approve future Canal 
toll proposals by leading the industry and Congress 
to think that vigorous onoosition to such proposals 
will lead to their rejectlon by the Presid~nt: 

Insofar as approximately Sl2 million in revenues will 
be forfeited if the amendment is not approved, the 
deficit situation of the Company will worsen by a 

. like amount and the amount of the general toll increase 
will have to be raised accordingly to accommodate 
the loss. 
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The ·Honorable Gerald A. Ford 
President of the United States 
The White House 
Washington, D. C. 20500 

Dear Mr. President: 

COMMITTEE ON COMMERCE 

WASHINGTON, D.C. 20510 

· December 19, 1975 

Great concern has been expressed to us over the anticipated 
consequences on U. S.-flag ocean carriers, pftrticularly container­
ship operators and forest product shippers, resulting from the 

I proposed changes in the rules for measuring vessels transiting 
the Panama Canal. 

The Panama Canal Company's proposal will actually result in 
the third increase in Canal toll charges in less than 18 months. 
Despite a large number of written and oral statements presented 
to the company concerning the proposed changes which were published 
in the Federal Register on July 31, 1975, the measurement rules 
changes have been submitted for your action without modification. 

There appears to be a substantial number of very serious 
questions regarding statutory requirements and treaty provisions 
as well as significant economic and transportation issues involved 
in these proposals. 

We join \'lith Members of the House of Representatives who 
have expressed their interests in this to you and request that 

(no action be ta_ken on these proposed changes unti 1 adequate 
Congressional review of this important subject has been under­
taken. 

Sincerely yours, 

WARREN G. ·MAGNUSON, 'U.S.S. 
... -·) 

-~ 
··'/ 

... /·'/- •·. 
(, ~ :.,·_ ~" .-·~-·(.../'--_..~-·~, 

RUSSELL B. LONG. U.S.S . 
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The President 
The White House 
Washington, D. C. 

Dear Mr. President: 

( 

m.~. 1f)ou.5e of nrprcsrntnti\.Jcs 
~onuuitlcc on 

:fficrcunnt ;!H.uinc nnb jf i!$fJcricfi . 
ltoom 133-t, l£.onutuorlfJ J[)oul$t Orrirc )lluilttintJ . 

li!:ln~uin.uton. P.€. 20515 

December 8, 1975 

We have been advised that the Bo~rd of Directors 
and Stockholder of the Panama Canal Company have 
transmitted for your approval certain changes to their 
Rule? for Measurement of Vessels. Since historically 
it has been the responsibility of the President of the 
United States to gauge the effect of changes in Panama 
Canal rules on the national transportation policy of 
the United States, we t,Jish to communicate to you some 
of our concerns which we feel you should be.cognizant 
of in making your decision on this matter. The pur­
pose of this letter is to request that you sign the 
proposed rules only after a thorough review of th~ 
national economic consequences of these changes and 
upon the advice of those agencies in the Executive 
Branch who can best speak to the effect of the proposed 
rules on this Nation's commerce. 

We are increasingly concerned with the financial 
well-being of the Canal. In July of 1974, a 19.7 per­
cent toll rate increase was approved, the first since 
the opening of the Canal. We should note that no tbll 
increase was required during these many years since the 
constantly escalating number of vessel trarisits and 
increasing vessel size generated sufficient revenue to 
keep ahead of cons~antly rising Canal Company costs . 

• 

C:HttJ" CWP.i 1U:I. 

a"H«OT ,J. COit"AOO 

C)III:I'CU"K 

FMtfCo;e .TIU, 

hli.,.,QAirY COUHS[L 

"ICNAftD H. &MA,..OQO 



' · ··The Pre5idcnt 
Page T\'10 

December 8, 1975 

The need for the 1974 general increase in the toll 
rate was premised upqn dertain accounting changes made 
by the Company, decreasing vessel. transits, and. increasi!lg 
operating and overhead costs. We were assured it was · 
necessary if the Company were to continue in a "break-even" 
status, as is required by statute. The additional 
financial burden placed on America's con~erce was estimated 
to be many millions of dollars annually. It is noted · · 
that the current proposed rules change would result in an 
additional 37 percent assessment for deck cargo on con­
tainerships. Our carriers simply cannot afford· these 
added operating costs, and the current proposed rules 
could be much· more detrimental to U. s. commerce than the 
1974 increase. 

The proposed "rules in question represent another 
de facto toll rate increase, although the burden would 
be largely borne by certain types of" vessels, notably 
U.S.-flag containerships. \'lhile only eight percent of 
the ann~al transits of the Canal are mad~ by vessels of 
U.S.-flag registry, approximately 37 ~er6~~t of the con­
tainerships. which transit the Canal are U.S.-flag vessels. 
The average containership which transits the Canal today 
pays about $19,000 in tolls.· Under the proposed measure­
ment rules, it would pay approximately $26,000. Since 
the Company has not yet prepared and released its fiscal 
year 1975 report, except for traffic statistics, it is 
not now possible to assess either the increased revenue 
resulting from the 1974 toll increase or the necessity 
for these proposed rules. We do know that vessel transits 
and cargo tonnage are continuing to decline, and that 
Company costs are continuing to rise. We believe that 
steps can and must be taken to reverse these trends. 

At the time of the tolls increase last year, the 
Committee did not take any action since \ve felt the in­
crease \vas reasonable inasmuch as it \vas the first and 
only increase since the Canal has been in existence. 
The present proposal to change the Canal Company's Rules 
for Measurement of Vessels ~resents a different picture, 
hm-vever. Among other things, it \vill affect the competi­
tive balance between the continenbal railroads and the 
water carrier Canal users, and the burden will fall most 
heavily on several U.S.-flag container and passenger ship 
operators. I.n addition, if this cha!lge is approved, we 
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note the Canal Company's continuing emphasis on the 
·alleged need for increased revenues, which suggests that 

the Company may propose another tolls increase in the 
near future. 

\'le anticipate that the Committee: and its Panama 
Canal Subcommittee \-Till be reviewing the toll and tonnage 
measurement ·formulas in some detail at future hearings. 
we will be particularly interested in evaluating the 
adverse impact of the proposed rules on the \-Tell-being of 
the U.S. merchant marine and-American commercial inter­
ests. We will keep you advised of our progress and plans, 
and again ask that no action be taken at this time on 
the pending measurement rules change. 

• 

Sincerely, i '"- .. ~··") 
~ . 

I 
/ . 

- ·j)- ~~-· 

:··---~~(Nrs .· John B.) Sullivan 
Chairman 

<:;Z.;d/ /IM~70v.t 
Ralph~H. Metcalfe 
Chairman 
Subcowmittee on Panama Canal 
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John M. Murphy, NY· .... 

·Walter B~ Jones, NC 
Mario Biaggi, NY •· .~, 
Gleim M. And~rson, CA 

·. E (Kika) de la Garza, TX 
Ralph H. Metcalfe, IL . 

·.John B. Breaux, LA ... 
Fred B. Rooney,· PA ·'· 
.PaulS. Sarbanes, MD 

· Bo Ginn, ·GA · · 
David R. Bowen, MS 
Joshua Eilberg, P A 
Ron de Lugo, . 
Carroll Hubbard, Jr., KY 
Don Benker, WA 
Les AuCoin, OR : · 
Norman E. D'Amours; NH 
Leo C •. Zefeietti, NY .. 

.• . James L. Oberstar, MN 
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Signed 

Paul N. McCloskey, Jr., CA 
Edwin-B. Forsythe, NJ 
David C • ';I'reen, LA 

· Joel Pritchard; WA _____ _ 
Don Young, AI. 

: .. Norman F. Lent, NY · .. "- / 

:<·~ Matthew J. Rinaldo, NJ ·- · 
David F. Emery, ME .. 

____ .. __ _ 
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Thomas L. Ashley, OH 
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Jerry M. Patterson, CA 
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--. -.Pierre S. duPont IV, DE-
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RESOLUTION 

WHEREAS 1 pursuant to the authority of sections 411 and 412 of 

Title 2 of the Canal Zone Code 1 (76A Stat. 27) 1 at a special meeting 

on July 28 1 197 5 1 the Board of Directors of the Panama Canal Company 

proposed certain amendments to the rules for measurement of vessels 

for the Panama Canal for the purpose of more accurately reflecting 

the earning capacity of vessels using the Canal; and 

WHEREAS 1 at the special meeting of the Board of Directors on 

July 28 1 197 5 1 pursuant to the provisions of the applicable regulations 

of the Panama Canal Company 1 five members of the Board of Directors 

were designated as a panel to conduct a public hearing on the proposed 

changes in the measurement rules; ·and 

WHEREAS 1 notice of the proposed amendments was published in the 

Federal Register on July 31 1 197 5 1 (40 FR 32140) and a correction was 

published in the Federal Register on August 11 1 1975 1 (40 FR 34619); and 

WHEREAS 1 the notice of the proposed amendments of the measure­

ment rules invited interested parties to participate in the rulemaking pro­

cess through submission of written data 1 views or arguments 1 and sub­

mission of supplementary data 1 views or arguments at a public hearing 

to be held in Washington 1 D. C. 1 on October 6 1 197 5; and 

WHEREAS 1 in accordance with the notice and the provisions of the 

Company's regulations governing procedures for rulemaking 1 interested 
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parties did submit written data 1 views and arguments and 1 at the public 

hearing on October 6 1 197 5 1 submitted supplementary data, views and 

arguments in reference to the proposed amendments of the measurement 

rules; and 

WHEREAS 1 the panel designated by the Board of Directors to con­

duct the hearing has submitted its report 1 including the written data 

·submitted by interested parties and a full transcript of the hearing 1 with 

copies of documents submitted at the hearing and thereafter within the 

time fixed by the panel 1 and the recommendations of the panel with 

respect to the proposed amendments of the measurement rules; and 

WHEREAS, all relevant matters presented have been considered by 

the Board of DireC"tors; and 

WHEREAS 1 the Board of Directors 1 having given careful consideration 

to the assessment of the environmental impact of the proposed amendments 

of the measurement rules 1 has determined that such amendments would not 

significantly affect the quality of the human environment; 

NOW, THEREFORE BE IT RESOLVED, That, in accordance with sections 

411 and 412 of Title 2 of the Canal Zone Code, (76A Stat. 27) the rules 

of measurement of vessels for the Panama Canal prescribed by the President 

by Proclamation 2248 of August 25 1 1937 1 be amended upon approval by the 

President, but not earlier than six months from July 31, 1975, the date of 

2 
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publication of notice of the proposed change in the Federal Register, 

by amendment of Part 135 of Title 35 of the Code of Federal Regulations 

as follows: 

PART 135 -- RULES FOR MEASUREMENT 
OF VESSELS 

§ 135.82 · [Amend~d} 

- 1~ In § 135.82 the references to ~ 135.86 
are amended to rea.d § 135.85. 

§ 135.83 [Amended] · . · · 

2. ln the last line of § 135.83 the ref~ 
erence to § 135.86 is amended to ~.d 
§ 135.85. . . 

3 •. Section 135.85 is revised. to read. as. 
!ollows: .. 

§ 135.85 Certain !'paee-5 l)etw~n inner 
1 · and outer plating o{ douhle bottom. 

Space or spaees between the mner and 
outer plating of the double bottom of a. 
vessel shall be exempted from measure­
ment, except when used, designated or 
intended for canying cargo or fuel; but 
,the tonnage of such spaces within. the 
double bottom as are or may be"used !or 
:carrying cargo or fuel- shall be deter-
, mined and included in the gross tonnage. 
The tonnage of double bottom · tanks 
available for cargo·· or fuel may-- be 
obtained by multiplYing the liquid-ca-. 
pacity weight by the proper conversion 
factor to get tons of .100 cubic feet ... - -

j ... . -·. -·.·. 

!§ 135.86 (Revoked]· ··. '· · - .: --~--
:. - 4. section 135~86 iS l:evoked. · -- ·· 
· · 5; Following § 135.112 a new § 135.113, 
preceded -by- the undesignated center 
heading "DECK CARGO," is added, ·reading 
as follows: · · · · 

. : -., . ''·- ·DE(:x CARGO . - · .' • ·• .. : . 

§ 135.113: Deck eargo •. 
If any ship carries swres, . Umber, 

livestock, containers, or other cargo in 
. any space upon an open deck not penna-. 
lnently covered or in spaces exempt.ed 
'under paragraphs (a) and (b) of § 135.-
82, all tolls ·and other charges payable 
on the vessel's net toruuge sha.ll be pay­
able upon the vessel's net t<~nnage <as 
defined below in §!1135.271-287 and 
§§ 135.321-327). increased by the ton­
nage of the space occupied at U1e time 
at which the tolls or other charges be­
come payable by the goods carried upon 
deck and not permanently covered or 
closed-in .. The deck space- occupied by 
the goods thus carried shall be deter­
mined at the time of the application of 
the vessel for p~:~..ssage through the canal 
and shall be deemed to be tl!e space lim­
ited by the nren. occupied by tile gooes 
and by s'.rai:;ht lines enclosi::JiJ r. r~ctan­
gular snnce sufllclent to include the 
roods. The tonna:.>.e of the spl:l.t'e occu­
pied by the goods shall be a."~rtaint>d 
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by multiplying together the length, 
breadth and depth or said rectangular 
spe.ce or spaces and dividing the prod­
uct by 100 or 2.83, according as the meas­
urements are taken in feet or meters. 
Nothing in this section shall - in a.r.y 
manner atfect the provisions of §§ 135.­
!41-42; 135.61-63; or.135.81-:-88. . 
1
§ 135.142 [An~e.l] 
, 6. In§ 135.142 the reference to~§ 135.-
1'71-135.182 is amended to read §§ 135.-
171-135.183. 
§ 135.175 .· [.Antended] · 

7. In § 135.175 the last sentence ·is 
amended by adding the words "or fuel'' 
between the- words "cargo" and "the 
tonnage." · · · · 

8. Following § 135.182 a new § 135.183 
1s added, reading as follows: 
§ 135.183 Hatchways. . . . 

The cubic;.} contents- of hatchways 
s..llall be obtained by multiplying the 
length and breadth· together and the 
product by the mean depth taken from 
the top of beam to the underside oC the 
hatch cover. 
~.135.211 [Amended] 

9~ In § 135.211 the reference in Cls 
fourth line to } 135.1:32 1s amended to 
r2:1d § 135.183. 

§ 135.271 (AmenJe.l] 

10. In § 135.271 the reference In the 
second line to § 135.286 is amended to 
read § 135.285. 

§ 135.273 [A.nt~mleJJ 
11. In § 135.273 the reference L., the 

last line t<> § 135.286 1s amended to read 
§ 135.285. 

12. In § 135.274, paragraph (c) · 111 
amended to read as follows: 
§ 1S5.27·1 SpaceJ for ~:~lo-..·.age o£ 6tOC'H 

or c3t'{;O, not da:ducted. . • .. • • • • 
(c) On supply ships, stores, supplle.., 

of all kinds, distilling machinery and 
distilled water, machines, tools and ma~ 
terlal for repair work, mines 1\nd minin:t 
materials, wrpedoes, nrm.;, and ammUiii_­
t!on. 

13. S~ct!on 135.281 fs rcvist"d to re-ad 
ns follows: 



§ 13$.21!1 Spaces ut~ed for ~t!J¥iaiu's 
6tores, d~uctetl. 

Spaces used excl:.!slvely for boatswain's 
stores, 1nclurling paint and lump rooll"...s, 
shaH be deducted. 'rne deductlon of 
space:; tmder this sect!on shall be rea-
: sontt!Jle in extent. · 

14. Section 135.232 b rev'~.:;.ed to read 
as follows: · · 

,§ 135.232 Spae~ \15eU for en;ineer's 
: &J•op~, ded11cted. · . 

Sp::tces used exclusively for engineer's 
shops sha!l be deducted. The deduction 
of spaces under this section shall be rea­
sonable in extent. 
i 15. In § 135.285 the heacli!1g of the se-c­
tion and paragraph (a) are rcv!.sed to 
read as follows: . 

§ 135.285 Water b:tltast spaces, de­
ducted. 

(a) Water ballast spaces, other than 
spaces in the vessel's double bottom, shall 
be deducted.i! they are adapted and used 
only for water ballast. have for entrance 
only ordinary circular or oval manholes 
whose greatest diameter does not exceed 
30 inches, and are not available for the 
carriage o! cargo, stores, or fuel. Spaces 
that would otherwise qualify as water 
balla.st except that they are also used 
for fuel for the vessel's own use shall be 
regarded as part of the vessel's fuel space 
as defined in § 1Z5.390. 

• • • • • 
§ 135.286 · [Hevoketl] 

15. Section 135.286 ls re-:o:Ced. 
17. Section 135.287 is reVised to read 

as follows: 

§ 135.!W7 M:~rk!ng and use of dC(:ucted 
~!lnc'*-

Each of the spaces enut!lerated. in 
H 135.275-135.235, unless otherwise spe­
cifically stated, shall be subject to such 
conditions and requirements as to m:tr-k­
ing or ceslgnat!on and use or purpo.se 
as are contained in the navigation or reg­
istry laws of the several countries~ but 
no space shall be deducted unless the use 
to which it 1s to be e;<clusivdy devoted 
has been appropriately designated by of­
ficial marking. In no case, however. shall 
an arbltra.ry maximum limit be fixed to 
the aggregate deduction made . under 
§§ 135.271-135.235. 

§ 135.5.2~ [Am~nded] 

18. In ~ 135.322 the reference to § 135.-
286 i.u the heacmg and in the second line 
o! the sect!on is amended to read § 135.-
235. . 

§ 135.324 [Amemled] 

19. In § 135.324 the reference · to 
§§ 135.381-135.333 1s amended to read 
§§ 135.252-135.354, 135.382. 

20. Section 135.327 1s revised to read 
ns follows: 
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§ 135.327 Proi>elling p~wer deduetio115o 
laow ruaJe. . . , · · . · · · 

· The deductions made for propelling 
power provided !or 1n §~ 135.323-135.325 

':shall be roa.de by adding to the space 
,occupied b:;r. the engine room as defined 
iln U 135.352-1-35.354 2-nd 135.332, the 
spaces available for fuel as defined i.u 
· §§ 135.390 and 135.391. 
· 21. The unc!es!gnated center heading 
i:~;~~: § 135.351 is am~nded to rea.d 

SPAC:<: 0CCUP.U:ll BY EUCINE Roo¥· 

§ 135.351 [Rt;voked] 

I 22. Section 135.351 is revoked. 
23. In § 135.252 the last four sentences 

are rey!sed to read a:; .follows: 
§ 135.352 ·What understood · Ly ~<pttee. 

oec:upied Ly engine room_,. 
. • • . • 'When a portion or the spaee 
within the boundary or tbe engine or 
boiler room is occupied by a t.ank or 
tanks for the storage of fresh water, 
lubricatln~ oil, or fuel, including settling 
tanks, t:he space considered to be within 
the engjne room shall be reduced by the 
space taken up by such tanks .. Installa­
tions ~ot strictly required for the work­
ing o! the engines or boilers are not to 
be includ<:d in the engine room measure­
ment no matter where situated but give."l 
Si~Parate deductions when they qualify 
under §§ 135.271-135.285 and· are listed 
under the appropriate item on page 2 o! 
the Panam::. Canal Certificate. 

24. In § 135.353 the last sentence ls 
re\ised to read as !o'!lows: · 

§ 135.353 M:nmer of aseerl:lininJ!!: cuoi• 
cnl content. of !'pace!! o.x:upieil br en­
gine roonto . 

• • •. Add such contents, as well as 
those o! the space occupied by the shaft 
tl"l.l!'lk and by a.ny donkey engine and 
boiler located-within the boundary of the 
engine room or o! the light and air cas­
ing above the engine room and \!sed 1n 
connection with the main machinery for 
propelling the ship, to the cubical con:.. 
tents of the space below the crown of the 
engine room; divide the sum by 100 or 
by. 2.33, acc~rding as the measurements 
are t.aken 1n reet or meters, and the re­
sult shall be rlee:ned to be the s~e 
occupied by the cn~e room for pur­
pOses o! calculating the deduc~lon !or 
propelling power. 

25. Section 135.354 is revised tO read 
as follows: 
§ 135.354 · l\Iannrr of n~rtsining cuhi­

enl conlo!'nl or ........ ~ ~upi.-.1 by <"n• 
~ne room.; ... J..,recn!!ines and hoilc-.n 
at"e in &fOpoorale eomp .. rt.roenl.5. 

If ln any ship 1n which the space !or 
propelling pow:!r 1s to be measured the 
engL'les and boilers are !n. separate com­
partments, the coctents of each com­
partment sh:lll lle 111~asured separately 



in like manner, according to the above 
method; end the sum c! the tonnage c! 
the spaces included in the several com­
partments shall be deemed to be the 
space occupied by the e"ngme room for 
purposes c! ca!cula.ting the deduction 
tor propell.ing power; 

, § 135.381 [Revoked] 
26. Section 135.381 and the undes!g­

na.ted center heading precedi.'lg that sec~ 
tlon read.ing "PROPELLING PowEa D£orrc• 
noN FoR VESSE""..s Wrnr. FixED BuNKERS, 
OR HAV:ING Fv.:!.-QII. COM:PART?dENTS 
'!'HAl' CANNOT BE UsED TO STOW CARGO oa 
STORES" ll..""e revoked. 

§ 135.333 [Revoked] 

27. Section 135.383 is revoked. 
28. Two new sections numbered 

U 135.330 and 135.391, preceded by an 
undesignated ·center heading "S!'.~CES 
AVAILhni.E FOR CARRL\G:!: 0!" FuEL" are 
.added, reading as follows: 

SPACES AVAII.ABLE FOR. CA..<tRL\C:Z OF :F'm:L , 

§ 135.390 Spaces avai!able ·for the c~r· 
riage of fuel. 

· Tbe spaces avalla.ble for the carnage 
of iuel will include the actual volume o.! 
tanks or .fixed compartments for the 
storage of lubricating oil or fuel, includ­
ing settling t.a.nks, which c:~.nnot be used 
to stow cargo or stores and which have 

·been certified t,y official .. xnarl:lng to be . 
. spaces for the vessel's own fuel Dual 
purpose fuel tanks whose only other usa 
is for the carriage of water ballast ·will 
be i.'lcluded in the fuel deducticn pro­
vided they ha\·e been included in the 
gross tonnage and qwili.fy in all ot112r 
resp0ets for a. deduction. 

§ 135.391 1\Ianner of eseertaiuin;::- euhi­
cal ·contents of to~aces available for 
.the carrjage of fuel. . . 

The cubical contents of the abov~~ 
named spaces available for the ca..-riage 
of fuel shall be lk~erta.!ned i.'l aceorc!a:nce 
with the following provisions: i"or each 
fuel tank or compartment. measure the 
mean length. Ascertain the are-a of three 
transverse sections of the· sl-..!o <as set 
forth in §§ 135.141 or 135.142-135.241 for 
the calcula.tlon of the &TOSS tonna;:e> to 
the deck ll"hich covers the tank or com­
partment. One of t...'fu~se three sections 
must pass through the middle of the 
·afo;:-esa.!d length, nnd the t.wo .others 
through the two extre:neties. Add to the 
sum or the two extreme sections four 
times the middle one, and multi;>iy Ule 
iSUm t!lus obtaincl by the third of tbe 
distance betwe-en t.'le two section. T'l:-.13 
product. ~vide<! by 100 ll the measu.--e­
mc!lts nre t:l.ken in English f~t or by 
2.83 l1 they ere t..."\kc!1 In metR.r~. t;i"'es 
tha tonn.a.ge of tl:e spa.ce<! measured. 
\Vhen they cruutot. be readily mea.;;ured 
tht! touna;,re o! tanks may· ai...'-0 be oU.: 
t:dnt'-{1 by u...-ln:,t lic:uid capacity t.im<'s the 
c.onvers!on factor with one-sixth ot! for 
fr~unes 1.:1 ~ of I>t>ak wu.!;:s .md one­
t.weiitJl ol! tn ca..-.c of wings or c!t't'P t,mks. 
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§ 135.412 · [Anlen<lecl] 

2!>. In ·~ 135.412 ·the words and :figures 
in t..'le second. third, :l.::ld fourth lines 
."other than fuel spaces deducted under 
U 135.351-135.35-*" are revoked. 

30. Section 135.511 is revised to read 
'as follows: 
§ 135.511 .Ad.mini .. lralioa ohules. . ·· 

The rules o! measurement provided in 
this pa,rl shall be ::J.dmL'llstered by the 
President of the Par.ama Ca..."lal Com-
J>any. . 
· (FR Doc.75-31475 Filed 11-20-75;8:4a am] 



BE IT FURTHER RESOLVED I That the Secretary of the Panama Canal 

Company cause notice of the adoption of the amendments of the mea-

surement rules to be published in the Federal Register in the form pre-

scribed by applicable laws and regulations. 

BE IT FURTHER RESOLVED 1 That upon publication of the said notice 

of amendment of the measurement rules in the Federal Register, the 

Stockholder of the Panama Canal Company transmit the amendments of 

said rules to the President for his approval. 

Approved except·for Section 1.35.113 which would provide for 
the inclusion in net tonnage of the space occupied 
by deck cargo: 

Date=------------~---------
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THE WHITE HOUSE 

WASHINGTON 

Dear f.1r. Secretary: 

Pursuant to Section 411 of Title 2 of the Canal Zone Code, I have 
reviewed the request of yourself and the Panama Canal Company regarding 
rules of measurement of vessels transiting the Panama Canal. 

I have approved the proposed amendments with the exception of 35 CFR 
135.113, the provision for the inclusion in net tonnage of space 
occupied by on-deck cargo. In principle, I concur that on-deck 
cargo should be subject to toll assessment, like below-deck cargo. 
I am concerned, however, that this proposed amendment may tend to 
discriminate against containership operators. I note, for example, 
that 1975 data show that toll assessments per ton carried were $2.12 
for containerships compared with $1.15 for general cargo ships. The 
on-deck cargo amendment would dramatically increase containership 
toll assessments and therefore increase this disparity. I encourage 
you and the Company to further review the tonnage measurement 
system to determine.if it is prejudicial to certain classes of 
carriers and, if so, to recommend remedial measures. 

I am also greatly concerned over the Panama Canal Company's financial 
condition, generated by rapidly rising costs and declining vessel 
transits. Recognizing that the Panama Canal Company and Canal Zone 
Government are actively seeking to restrain cost increases, I 
nevertheless request that your office and the Company determine 
where further reductions can be taken. These reductions are necessary 
to retain the Company's strict self-sustaining financial status and to 
minimize any general toll increase which may be needed. Your review 
should encompass both capital construction and operating expenses of 
the Panama Canal Company and the Canal Zone Government. 

Respectfully, 

Honorable Martin R. Hoffman 
Secretary of the Army 
Washington, D. C. 20310 
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THE WHITE HOUSE 

WASHINGTON 

Dear Mrs. Sullivan: 

This is in further reply to your December letter to me regarding the 
measurement rule amendments proposed by the Panama Canal Company 
and the Secretary of the Army. 

I have carefully reviewed the issues. For the reasons cited in my 
letter to the Secretary of the Army (copy attached), I have approved 
the proposed amendments with the exception of the so-ca 11 ed 11 0n-deck 
cargo .. amendment. As you know, this is the most important of the 
amendments proposed for my approval. 

' As you will note, I have encouraged the Secretary of the Army and 
the Panama Canal Company to review further the tonnage measurement 
system to determine if it is prejudicial to certain classes of 
carriers, and if so, to recommend remedial action. This action 
also will provide your committee the opportunity to review issues 
pertaining to the Company•s toll structure and financial status, 
as the committee finds appropriate. 

Respectfully, 

Honorable Leonor K. Sullivan 
Chairman 
Merchant Marine and Fisheries 
House of Representatives 
Washington, D. C. 20515 

Attachment 

cc: Honorable Ralph H. Metcalfe 
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THE WHITE HOUSE 

WASHINGTON 

Dear Mr. Chairman: 

This is in further reply to your December letter to me regarding the 
measurement rule amendments proposed by the Panama Canal Company and 
the Secretary of the Army. 

I have carefully~ reviewed the issues. For the reasons cited in my 
letter to the Secretary of the Army {copy attached), I have approved 
the proposed amendments with the exception of the so-called "on-deck 
cargo" amendment. As you know, this is the most important of the 
amendments proposed for my approval. · 

As you will note, I have encouraged the Secretary of the Army and the 
Panama Canal Company to revi e~tJ further the tonnage measurement system 
to determine if it is prejudicial to certain classes of carriers, 
and if ·so, to recommend remedial action. This action also will 
provide your committee the opportunity to review issues pertaining 
to the Company•s toll structure and financial status, as the 
committee finds appropriate. 

Respectfully, 

Honorable Harren G. Magnuson 
Chairman 
Committee on Commerce 
United States Senate 
Washington, D. C. 20510 

Attachment 

cc: Russell B. Long 

• 



Jim -

THE WHITE HOUSE 

WASHINGTON 

Spoke to Ken Schwartz of OMB who 
is handling case (X4506) 

To select Option #1 the Resolution would 
have to be signed - striking out 

everything that follows "Approved11
• 

lie said it was not mandatory but 
perhaps some letters should go to 
Congress - i.e. Sullivan & Magnuson 
who will be very disappointed if this 

de cis ion is made --

Trudy 
3/19/76 

• 



Trudy: 

Steve Low of NSC called KXKX and said that 
in view of the strike, they would like to take 
another look at the Panama Canal package -­
noticed that they hadn't seen it the first 
time as SK far as I could tell, but Jim said 
tmx o. k. to send, but for quick turn around. 

s. 
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THE WHITE HOUSE 

WASHINGTON 

PANAMA CANAL PACKAGE 

Marsh has great problems with 

it --- (sent memos to Pres. 
not thru us about it) 

All attachments have been typed 
up in final and Bob Linder has them 
ready - when package is ready 

GBF 
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THE WHITE HOUSE 

WASHINGTON 

Bob Linder 

With the exception of one person the 
staffing is finished on the Panama 
Canal Toll Rates and almost everyone 
goes with Option II. We will need 
the documents prepared for the 

President to sign. Comments 
received from Research are attached. 
Can you have the documents prepared? 

• 

Trudy Fry 
3/12/76 
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TO: 

MEMORANDUM 
OF CALL 

0 PL SE CALL--+ ~~g~~~·---------
0 WI L CALL AGAI,_. 0 IS \\1.\ITI.NG TO SEE YOU 

RECEIVED B TIME 

STANDARD FORM 63 GPO : 1808-Ha-1 
REVISED AUGUST 1967 

63-108 

GSA FPMR (41 CFR) 101-11.6 
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TO: 

MEMORANDUM 
OF CALL 

0 YOU WERE CALL 

OF (Or•anlzatlon) 

0 PLEASE CALL~ ~~g~~~·---------
0 WILL CA!.L AGAIN 

0 RETURNED YOUR CALL 

0 IS W.A.ITlNG TO SEE YOU 

0 WISHES .AN APPOINTMENT 

SfANDARD FORM 63 •Po : 18011-o48-
REVISED AUGUST 1967 
GSA FPMR (41 CFR) 101-11.6 
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THE WHITE' HO.USE 

ACTION ME:MORANDUM WASHINGTON LOG NO.: 

Date: March 19 Time: 

FOR ACTION: cc (for information): 

Brent Scowcroft (Steve Low) 

FROM THE STAFF SECRETARY 

DUE: Date: As soon as possible Time: 

SUBJECT: 

James T. Lynn memo (2/24/76) re: 
Panama Canal Tolls Rules Changes 

ACTION REQUESTED: 

-- For Necessary Action _x_ For Your Recommendations 

_ _ Prepare Agenda and Brief __ Draft Reply 

_x_ For Your Comments _ _ _ Draft Remarks 

REMARKS: 

WE'LL NEED A QUICK TURN AROUND ON THIS ONE. 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the :required material, please 
telephone the StaH Secretary immediately . 

• 

James E. Connor-­
F or the President 



THE WHITE HOUSE 

ACTION ME~JORANDUM WASHINGTON LOG NO.: 

Date: Time: 
March 6, 1976 

FOR ACTION: cc (for information): 
vPhil Buchen 

vJim Cannon Jack Marsh 
\/'Max Friedersdorf v Bill Seidman 

~ yi'Bob Hartmann \/Rogers Morton 
j11V t\..- FROM THE STAFF SECRETARY 

Cff''wt' a 
DUE: Date: 

SUBJECT: 

Wednesday, March 10 Time: 

James T. Lynn memo 2/24/76 re 
Panama Canal Tolls Rules Changes 

ACTION REQUESTED: 

10 A.M. 

__ For Necessary Action _x_ _ For Your Recommendations 

-- Prepare Agenda and Brief --· Draft Reply 

--x--.For Your Comments _ Draft Remarks 

REMARKS: 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

Ii you , have any questions or if you anticipate a 
delo.y in submitting the required material, please 
tel£.phone the Staff Secretary immediately. 

• 

James E. Connor 
For the President 



THE WHITE HOUSE 

WASHINGTON 

Bob Linder feels (after talking to 

Cavanaugh) that this is one that 

we should staff ---

Is there anything special 

about Panama Canal rates as 

far as timing? 

• 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

March 9, 1976 

JIM CONNOR 

MAX FRIEDERSDORF ~ ,. 6 • 
James T. Lynn memo 2/24/76 re 
Panama Canal Tolls Rules Changes 

The Office of Legislative Affairs concurs with Option 2 . 

• 



~---.... . ~ 
THE WHITE HO.USE 

WASHINGTON LOG NO.: 

Date: Time: 
March 6, 1976 

FOR ACTION: cc (for information): 
Phil Buchen 
Jim Cannon 
Max Friedersdorf 
Bob Hartmann 

FROM THE STAFF SECRETARY 

Jack Marsh 
Bill Seidman 

DUE: Date: Wednesday, March 10 

SUBJECT: 

Time: 

James T. Lynn memo 2/24/76 re 
Panama Canal Tolls Rules Changes 

ACTION REQUESTED: 

10 A.M. 

-- For Necessary Action ____X__ For Your Recommendations 

-- Prepare Agenda and Brief -- Draft Reply 

-X-- For Your Comments - -- Draft Remarks 

REMARKS: 

Counsel's Office supports Option #2 because (1) creating 
a new tbll for on-deck cargo is inconsistent with the 
principle that tolls are levied on ship capacity without 
regard to utilization; (2) this proposal has encountered 
the most serious political opposition; and (3) it has the 
greatest potential for diverting shipments either to foreign 
carriers or to alternative ship transportation systems. 

Ken Lazarus 3/10/76 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have any questions or if you anticipate a 
delay in submitting the required material, please 
talephone the Staff Secretary immediately. 

• 

James E c · onnor 
For the President 



THE WHITE HOUSE 

WASHINGTON 

March 10, 1976 

MEr-10RANDUM FOR: JIM CONNOR 

FROM: JIM 

SUBJECT: 

I would recommend approval of Option #2: 11 Approve all 
but the on-deck cargo amendment ... The on-deck cargo 
amendment issue needs more study . 

• 
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'THE \VHl'J'E HOUSE 

I..OG NO.: 

Da.t~: 
..,... 
J.une: -March 6, 1976 

FOR ACTION: cc (for infcrm.ation): 
Phil Buchen 
Jim Cannon 
Max Friedersdor£ 
Bob Hartmann 

FHONi THE STl\FF SECRETARY 

Jack Marsh 
Bill Seidman 

DUE: Date: Wednesday, March 10 

SUBJECT: 

Time: 

James To Lynn memo 2/24/76 re 
Panama Canal Tolls Rules Changes 

ACTION REQUESTED: 

10 A.M. 

-----For NeccssQry Action __ X __ For Your Recommendations 

---- Prepare Agenda and Brief ______ Dru.ft Hoply 

-X--- For Your Comments .. _ __ Dwft Hemarks 

REMARKS: 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

H you have c.ny quzstions or i£ you anticipate a 
de~ay :'.n subr:1ii:tiny· ihe rcqui:rcd makrial, please 
~~lophonc the :-3taH Secretary immediately. 

l*&Q;,.. ---- . 
James E c · onnor 

For the President 

• 




