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Mr. Timothy J. Rhein
Presidem and CEO
American President Compares
1111 Broadway
Oakland, California 94607

Dear Tim:

In light of the enactment ofH.R. 1350, ] felx it appropriate to convey to you myCurrent thinking ~With retpect to your pending applications to obtain "Section 9" authority to remove your C-]0and J-9 vessels from theU.S.-flag registry. I appreciate the importznce ofthis issue to yourcompany and irs future viability, and at the same time know that your ultimate desire is 10maintain these vessels under the U.S. flag so that they are eligible for panicipation in theMarttisae Security Program (MSP).
Youwill recall that APL originally-applied for authority to re-flag these vessels onJuly 16, 1993, pursuant to Section § of the Shipping Act of 1916, but acquiesced in our decisionto hold these appiications in abeyance pending the outcome of consideration ofmaritimerevitalization legisiation by the U.S. Congress. APL has been extremely helpfal in moving thislegislation through the Congress. [ am confident thatMARAD will implement shis program inan expeditious fashion and hope that APL will oe a major participant in the program with all ofits eligible vessels.

I am also aware that you recently concluded 2 collective bargaining agrsement with the maritimeJabor orgamzarions that represent the unlicensed searnén that crew your U.S.-flag vessels andthat these organizations have now ratified this agreement. As you know, this agreement isformally linked to the enactment of theMSP and it ¢rases to have force 45 days after enactmentofmaritime security legislation on November 22, 1996, This will produce a potentially difficultsituation for all three parties, MARAD, APL and the affected labor organizations, at preciselythe same tne thatw will be accepting zpplications for participation in the MSP and designatingthose vessels that wil) comprise ourMaritime Security Fleet (MSF). Given the importance thatwe both attach to having APL participate in the MSP, and the need for APL vessels to help forma modem and efScientMSF, I feel it incumbent on alf parties to avoid disruptions in youroperations at this critical juncture.
I alse fally appreciate APL's need to compete efficiently and profitably in the worldmasketplace, To a large extent, APL's ability ta participate in theMSP is contingent on the
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economic Viability of the company and your success in reducing your operating costs to a levelthat permits you to continue operations as a U.S.-flag carer. I believe that maritime labororganizations share our vision that all parties must cooperate to create a modem, efficient andeconomically viable U.S.-flag merchant marine.

In recognition of these factors, I would like to clarify for you the conditions under which I willauthorize approval of your pending Section 9 applications. At theoutset, ]I expect APL and allaffected maritime labor organizations to begin good faith negotiations on a longer termcallective bargaining agreement regarding APL's C-11, C-10 and J-9 vessels. At the same time,MARAD will begin implementing the MSP.

If during the 45-day negotiating period your labor negotiations have reached a deadlock: itappears that the only course of action that will be pursued is a work stoppage or other action bythe affected maritime labor organizations; and MARAD determines that APL has conducted .itself in good faith during the course of the negotiations; MARAD will expedite considerationand authorize approval ofAPL's pending Section 9 applications to re-flag its C-10 and J-9vessels not later than the close of the negotiating period subject to such conditions as may beappropmiate at that time.

It is understood thatMARAD will entertain the views of all interested parties regarding theconduct of the negotiations prior to giving final approval to any ofAPL's Section 9 applications,
Thank you for your consideration and attention in this matter. I look forward to working withyou in the future and hope that you will contact me if you have any questions.

Sincerely,

(Siqnes} A. 3.

A. 1. Herberger
Maritime Administrator

TOTAL P.@3
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Administration

October 16, 1996

Mr. Timothy J. Rhein
President and CEO
APL Limited
1111 Broadway
Oakland, California 94607

Dear Tim:

I understand that my recent correspondence to you regarding the circumstances under which I
would consider approval ofAPL's request to reflag certain vessels has engendered comment and
reaction concerning the intent of that letter and my position in this matter. I am writing to make
certain that all affected parties clearly understand where this Agency stands with respect to the
ongoing labor negotiations and APL's reflagging contingency plans.

All parties should know and understand that I have no intent, desire nor interest in involving this
Agency in APL's labor negotiations, and that I will publicly disassociate myself from any effort
by either side to enlist theMaritime Administration to gain an advantage in these negotiations. I
hope and expect both parties to conduct these negotiations in an atmosphere ofgood faith,
respect and mutual desire to achieve an accord that maimtains APL's vessels in theU.S.-flag
fleet, with U.S. merchant mariner crews. That, simply and unequivocally, is the result I

yet :

anticipate and desire, but I recognize, as should all affected parties, that J have no role, direct or
indirect, in the conduct of the negotiations.

:

I trust that my previous correspondence conveyed to all parties my sensitivity to the potentially
difficult situation that will result if the labor negotiations do not result in an agreement.
However, it was not a grant of carte blanche authority to APL to reflag its vessels without
regard to the conduct of the labor negotiations. Rather, the decision to approve a reflagging
request rests solely with me and this Agency, and we have not made that decision, nor will we
until it is appropriate to do so. Furthermore, as I stated, if reflagging permission is granted, I
specifically reserve the option of imposing whatever conditions on a reflagging approval that
might be appropriate at that time.

Recycled& Recycledle
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Thope you appreciate and understand the magnitude of this decision. I urge all the affected
parties to consider fully the consequences ofyour actions and to dedicate yourselves to achievinga result that is fair and equitable to APL's labor force, enharices its competitive posture and
which maintains APL, with its U.S. crews, as part of our national fleet.

Thank you for your attention in this matter, and please do not hesitate to contact me ifyou have
questions or concerns.

Sincerely,

Maritime Administrator
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Mr. Gunnar Lundeberg
President, Secretary and Treasurer
Sailors' Unton of the Pacific
450 Harrison Street
San Francisco, CA 94105

Mr. Alex Shandrowsky
President
National Marine Engineers' Beneficial
Association (MEBA)

444 North Capitol St., NW Suite 800
Washington, DC 20001

CAPT Timothy Brown
International President
International Organization ofMasters,
Mates and Pilots
700 Maritime Blvd.
Linthicum Heights, MD 21090

Mr. Henry Disley
President
Marine Firemen s Union, AFL-C O:

240 Second Street
San Francisco, CA 94105

Mr. Witham R. Steinberg
President Emeritus
Aimerican Radio Association
17 Battery Place, Room 1443
New York, New York 10004
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Mr. William R. Steinberg
President Emeritus
American Radio Association
17 Battery Place, Room 1443
New York, New York 10004


