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A PROGRAM FOR MERCHANT MARINE RENEUAL

OBJECTIVES OF THE PROGRAM

The program proposed in this paper has the following objectives:

Shipyard

Relate the size of the program of marchant marine operating
subsidies to Defense and clearly urgent civilian emergency needs.

Separate the shipbuilding subsidy program from the ship operating
subsidy program, and relate it to the national need for private
shipyard capacity taking into account other government (e.g., Mavy)
programs providing shipyard activity.

Reform both the operating and shipyard subsidy programs to provide
incentives to competitive and productive activity, eliminate
indirect, duplicated and hidden subsidies, and simplify
administration.

Allga ship operators to purchase ships in world shipbuilding market
for U.5. flag operation with full privileges, subject to controls
consistent with programs restraining foreign expenditures and
investments.

Rationalize the cargo preference system to minimize costs while
retaining "routing preference."

Provide for closer dintegration of maritime transportation into a
unified national system of transportation by transferring the
functions of the Maritime Administration to the Department of
Transportation.

SWMARY OF PROGRAM FEATURES

Subsidy

Subsidy amount to be recommended by Secretaries of Defense and
Transportation after evaluation of national security need for
shipbuilding capacity and of degree of maritime support needed in
addition to other government programs; subsidy rate determined by
U.S.-Foreign construction cost differential; operators have option
to buy foreign; yards can sell to foreign purchasers.




Operating Subsidy

== Developmental contracts would be granted under the follewing
alternative systems:

= Revenue Incentive System providing subsidy related to cost-
parity but paid on basis of revenue earned, with or without
recapture; payment for commercial cargoes only; relatively free
entry by new operators; flexible trade routes.

= Class rate-need incentive system setting standards of revenue
and operating costs for ship classes and providing subsidy to
allow reasonable profit. System gives incentive to exceed
standard to increase profit. '

Present subsidy contractors would be required to shift to the new
system selected at end of present contracts.

Cargo Preference

== Retain present preference levels to U.S5. Flag ships. Reduce costs
by providing direct operating subsidies to new bulk carriers and
reducing "fair and reasonable" rate ceilings.

Passenger Ships

-- Encourage operators to request early retirement.

Reserye Funds

== Eliminate Title VI reserve funds at end of present contracts.

Title XI Ship Mortgage Insurance

-- Encourage Title XI use for specialized private building for DOD use
(as small tankers) of otherwise non-competitive ships.

Research & Development

== Increase R&D funds to $25m per year for five years. Goal is to
improve competitive performance. Encourage more private industry
participation and support. Emphasize cargo handling systems,
integration of sea and land systems and basic hydrodynamic research
related to modernized merchant hull forms.

Reserve Fleet

-- Reyitalize by some conversion and some new construction of austere
ships in U.S. Yards with an initial appropriation of $30m in FY
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1970. Allow for purchase of recently constructed but no longer
econcmically competitive conventional ships. Retain ships in fleet
for emergency use =- no trade outs.

Nuclear Ships

== Review need for nuclear program at present.
Transfer of MARAD to DOT

== Transfer is proposed in order tﬁ provide for a more efficient
national system of transportation.

BACKGROUND: Problems and Issues

The catalog of the chief problems relating to the merchant marine is
well-known, but there is little agreement on how they should be approached

or even defined: Here are listed the chief problems and issues as they are|

viewed by the government:

== The direct operating subsidy system badly nceds reform, to simplify

its administration, to provide incentives to competitive and

productive operation, to limit it to cargoes carried in competition
with foreign operations. This subsidy is available to only about
1/2 of the fleet that is engaged in carrying cargoes to foreign
destinations. The other half of the non-domestic flect receive
difficult-to-control indirect subsidies in the form of higher rates
for carrying government cargoes. The part of the fleet operating in
domestic service operates in a completely protected market at
excess costs to the consumer which have been estimated at $128m par
year.

== Most of the fleet is over-age, and the complex and costly system of
indirect promotional aids has failed to produce any renewal in the
"unsubsidized" (or indirectly subsidized) segment of it, except at
costs that make competitive commercial operations in foreign trade
impossible and domestic operations only marginally competitive with
on-land domestic modes.

-~ Replacement of ships in the directly subsidized segment of the

fleet is expensive and is dependent on government appropriations
availability rather than on the best business Jjudgment of the
operators themselves. The replacement program 1is ticd to the
government support of the 5h1pqarﬂ industry, whose needs and

roblems are only partially related to the merchant marine -- an
gndustrr that receives well in excess of $2 Billion per ycar in
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government support from Navy and other non-maritime governmznt
programs. To provide for merchant marine replacement, additional
federal subsidies, possibly in excess of the national sccurity nzed
for such support, must be funnelied to the shipyards.

The merchant marine is the only American transportation industry
required by law to buy its capital equipment -- its ships -- from
U. S. sources at completely uncompetitive prices rather than having
an oplion to purchase at prices that will enzble him to compete
with forezign merchant marines.

The complete dependence of much of the merchant marine on
%nvernment cargoes gives it a future limited by the objectives,

evels and uncertainties of the government programs that generate
the cargoes. In many instances government cargoes are reserved at
high cost in order to support shipping whose only function and
utility 1is to carry these cargoes. Some cargo preference program
appear to impose a Balance of Payments penalty.

The system of applying construction subsidies is administratively
cumbersome, and does not encourage operators and yards to work
together on productive designs to reduce costs or to standardize
me?hnds. There is Tlittle competitive pressure to lower ship
prices. .

Both Labor and Management groups in the dindustry are fragmented
and in disagreement on most 1issues and on solutions that would
increase productivity efficiency and industry stability.

The Defense justification for passenger ship subsidies has
disappeared and their economic future is dim. Subsidization of
Tuxury cruises by tax money is questionable.

The merchant marine, an important and integral part of the nation's
transportation system with a  higher degree of government
involvement im its support and promotion than any other transport
mode, has been excluded from 1inclusion in the Department of
Transportation, thereby making its coordination with other parts of
the nation's transportation system greatly more difficult.

Background: Philesophy

The merchant marine, like other pragramﬁ'requirin?fFedera1 support, should

be subsidized only for the purpose of meeting ident

iabie national needs.
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Further, the level of Federa) support must be keyed to meet these needs at a
Winimm but adequate level. These identifiable needs for a merchant marins
are national security needs for shipping -- our military needs, plus the
capability to meet the most wurgent civilian needs of the econcmy under
emergency conditions., It is to this 1level that our fleet should be
subsidized and within this framework renewed and revitalized. This level of
emergency need can be met by a mix of subsidized private-cuned active
shipping and government-caned reserve shipping calculated to provide the
requiraed capability at the minimem cost to the taxpayer, subject to the
availability of manpower to man reserve vessels.

The econcmic value of a highly-subsidized merchant marine must be vicwed in

the context of the alternative needs and opportunities for use of the |

resources. Other areas of the economy provide greater opportunities to
obtain greater results in terms of employment, profits or Balance of
Payments impact, and the Merchant Marine should not be subsidized solely for
the purpose of obtaining these results, but should be subsidized to maintain
it at the approximate level of identifiable national neads. We welcome such
desirable secondary economic benefits 2s it returns, but they are not| a
justification themselves for the subsidies. On the other hand, a mcirchant
marine operating competitively and productively with little or no subsidy
would be an effective contributor of economic benefits and we should have|as
large a merchant marine of this competitive, non-subsidized character as
private enterprise can develop.

iuch has been said of the urgency of a large, expensive merchant marinz
revitalization program. The fact is that we cannot disregard the costs and
we do not nced such a program at excessive cests. The fleet, although in
need of massive renewal, is capable of meeting our current and foreseeable
defense needs. Our commercial imports and exports are moving without

difficulty, carried by international shipping at competitive costs. The |

marginal changes in the level of U.5. merchant marine participation in
carrying our foreign trade that are feasible and achievable would not affect
our Bagance of Payments position to a degree sufficient to justify the
costs.

The real urgency is for policy reforms that will provide a sound basis to
enable e industry to meet 1ts problems with competitive and productive
solutions and without excessive government interference. The most needed of
these policy reforms is a loosening of the present restrictions that tie the
operating merchant marine to the shipyard 1industry. These are separate
industries each with its own important place in our economy, its oun
relationship to national needs, its own prcblems. They are subsidized at
completely different levels. The present obsolete state of the merchant
marine is directly attributable to this tie: Our merchant marine opecrators
would have long since proceaded with rensuwal of their fleets, if free to
purchase their ships in the world market at competitive prices like the



shipowners of other maritime nations. As things stand, in order for private
shipowners to replace privately-owned merchant vessels, additional
government subsidies’ (large by maritime program standards) must be given to
the shipyard industry, already the recipient of massive annual infusions --
about 20 times the merchant marine construction subsidy of recent years -of
Federal tax money for the construction and repair of vessels for government
ownership =-- Navy, Coast Guard and other.

Expected Results of Program

The program proposed does not guarantee that any given size fleet will
EE b?glt == no program short of nationalization of the merchant marine could
o this.,

The program would give the maritime {industry the opportunity and
flexibility to fully meet the revolution 1in technology now underway in
maritime transportation: Containerized general cargo systems and the large
specialized bulk ship systems which are being placed 1in operation require
that dnvestments in new ships be made at competitive prices. HNew ship
types, particularly the large specialized carriers, will inevitably drive
older and obsolete ships firom the ocean. The as-yet-uninown impact of these
new developments on the market for shipping services requires that
management be free and flexible in its ability to make judgments on ne
equipment finvestment and service opportunities. The proposed program would
provide this flexibility: It would 1ift the ceiling on government
restraints on fleet renewal and reduce the interference in day=tc-day
operations.

The opportunity provided by the revolution in technology s timely:
Competing foreign merchant marines have committed large invesiments in
conventional ships which although young, are obsolescent in the light of
technological possibilities. The U. $. Merchant Marine, by wvirtue of the
existing stagnation of investment caused by the rigid laws requiring U. S.
construction, are in a position to renew and expand under this progrem with
advanced-type vessels and systems, thus turning the problem of our obsolete
(but largely amortized) fleet to advantage.

DESCRIPTION OF PROGRAM FEATURES

Segarate Subsidy Programs for Ship Operators and Shipyards: Ship operators
and shipyards would have separate direct subsidy programs:

« Shipyards would receive subsidy to enable them to compete in
the construction and sale of merchant ships at world market
prices. The level of support would be determined by the
national security need for shipyard activity, taking Havy and




other government support to shipyards into account.

Ship operators could purchase their vessels at world market |

ship prices and would receive operatting subsidy to enable them
to operate flexibly and competitively in the world market for
commercial shipping services.

These programs are separately described bealod.

== Fleet Renewal:

-

Operators in Foreign Trades: Ship cperators in foreign trades
would be permitted to buy ships at world market prices either
by purchasing ships built in U.5. wards wunder the shipyard
subsidy program or in foreign yaids, subject to appropriate
restrictions on foreign expanditures and investments. Foreign-
built vessels would be registered unc'er U.5.-flag, manned with
U.5. crews and would have all privileges of U.5. registry
accorded to similar U.5.-built vessefs, Only new foreign-built
ships would be eligible., General design features and
specifications of vessels to be built would require approval by
the Maritime Administration to b2 eligible for subsidy.
Operating subsidy would be available to any ship in foreign
trade except proprietary carriers, up to the limits of the
program level,

Operators in Domestic Trades: Ship operators in domestic
trades would be able to purchase ships at world market prices
in U. S. or foreign shipyards but uncier @ licensing procedure
which would function te protect existing unamortized
investments in ships constructed or substantially converted at
U.S. prices. The procedure for placing the domestic trade of a
new ship to be built at a world market price would be as
follows:

1. The operator would make application to the Maritime
Administration with his proposal.

2., A hearing would be scheduled and opportunity to be heard
would be available to those vwho considered that their
existing ship investment equity would be jeopardized by the
proposal.

3., The application, together with hearing record would be
considered by the Maritime Subsicdy Board, who would decide
whether the ships could be enterad in the service (subject,
of course, to normal ICC certification).
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4. Appeal by either applicants or opponents would be made to
the Secretary of Transportation.

Entries would be considered on a trede-by-trade basis: There
are some domestic trades where there would be small li.elihood
of either opposition or jeopardy of existing investment. HNo
operating subsidies would be available in domestic operations.

The program would call for removing all restriction on foreign
construction of U.S.-flag, U.S.-manned vessels for domestic
trades in FY 1982, 12 years after the program starts.

Trade-in Vessels: Existing wvessels of operators in either

domestic or foreign trade could be purchased into the National
Defense Reserve Fleet, depending on the needs of the NDRF and
the vessel's potential utility to the NDRF in terms of
condition and type of configuration.

== Shipyard Subsidy Program: The Federal money to be available
annually for subsidizing merchant ship construction would be
recommended jointly to the President by the Secretaries of Defense
and Transportation, based on their determination of:

The HKational emergency need for private shipyard activity and
shipyard capacity.

The degree to which this need is being met by Navy and other
government programs,

The degree to which this need should be met by shipyard
subsidies for merchant ship construction, either to maintain
activity or capacity levels, or tc maintain specialized skills
or facilities that would not otherwise exist. The Secretaries
would consider material presented to them by the shipbuilding
industry and ship operators in addition to other information.

After determination of the level, the program would handle shipyard
subsidies as follows:

1.

Construction subsidy rates would be initially calculated in a
manner similar to the present system to indicate the best
estimate of percentage difference between U.S. costs and

reasonable foreign costs. These rates would be promulgated by

MarAd and fixed for an initial period of up to two years.

The U. 5. ship purchaser would have the full freedom to
purchase his ships either in the U. 5. yard or abroad based on
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11.

price and any other considerations he may wish to include, such
as case of repair and supply, etc. Thus, except for additional
safety requircments for U. S. registry or more exponsive crow
quarters needs, he faces the same ship prices as any world
market ship purchaser.

Added defense features would be financed as added cost to the
government, as at present.

The U.S. shipyard, with knowledge of his costs, the subsidy
rate and world ship prices, could design ships for sale to
operators, could bid on contracts offered by ship purchasers
and could work on a completely free basis with the operators,
U.S. or foreign.

Proposed contracts for construction would be brought to MarAd .

who would pass on the general specifications of ships for U. S.
operators. Subsidy money to the limit appropriatedfor the year
viould be allocated to yards with choice between contracts being
made on a productivity formula basis.

Subsidized operators under present contracts would continue to
receive "MER" as an item of subsidy end would be required to
repair in U.S. yards until termination of their contracts.

Shipowners purchasing ships abroad would be urged to take
maximum advantage of financing, interest rate and ship pricing
arrangements that are offered by forzign countries. (In scme
cases these will represent subsidization of ship prices by
foreign countries).

U.S. shipyards can build ships for foreign purchasers if not
enough U.S. ship purchase contracts develop in a given year.

Funds to be used for ship purchases in foreign yards would come
under controls on foreign investment and expenditure similar to
those faced by other U.5. transportation industries.

In the event that foreign ship purchasers specify parts or
equipment of foreign manufacture, the shipyard subsidy input to
the ship would be reduced appropriately,

-- Operating Subsidy Programs:

New Liner Contractors: Hew qualitTied applicants would be
placed under developmental contracts utilizing new operating
subsidy systems that would provide greater dincentives to
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efficient, productive and competitive operation

while allowing the government to reduce its surveillance and
stay out of the operator's management decisions.

Two alternate systeins have been developed:

Revenue Performance Incentive System:

Using the present cost parity system as a point of
departure, it takes gross nperatin¥ revenue as a measure of
performance and relates it to subsidy accrual, dividing the
subsidy accrual at a starting point of timz (base year) by
operating revenues for that year to establish an incentive
payment factor. This factor romains fixed for an incentive
period, for example, 3-5 yecars. The amount of subsidy
payable during each year in the period is the result of
multiplying the incentive factor times the revenue earncd
in that year, regardless of revenue or cost changes. At
the end of an incentive periocd, a new factor is calculated.
Subsidy will be paid only for revenue earned by carrying
commercial cargo.

Class Rate Need System:

This system divides the foreign trade merchant marine into

‘classes based on type and area of operations. The revenue-

producing potential of each of the classes is estimated and
average costs identified for each class based on reasonable
and prudent management practices and on domestic price
factors. By comparing costs with revenues 1t determincs
how much subsidy is required to produce an acdeptable rate
of return on the capital invesiment. The class subsidy
rates would be recalculated periodically as income
potential and costs change. This system is similar to that
now in existence for the class rate airlines administered
by CAB., It has the advantage of automatically phasing
itself out of existence if the need for subsidy disappears.
Also, there is no requirement to detemmine foreign
operating costs.

An additional system dealing with both capital and operating
subsidy is available for trial:

Build and Charter: The operator constructs a ship to
specifications acceptable to the Subsidy Board and charters
it to the government at a rate to cover his capital and
operating costs plus return on investment. The government

e i . e e
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recharters the ship to the operator at a lover rate, the
difference between the two rates being the operator's
subsidy need.

Present Subsidized Contractors: The present contractors would
be asked to participate in the subsidy system development and
evaluation to insure that the system would work effectively for
them. At the end of their present contracts, or earlier if
operators desire, renewal contracts would be based on the nzw
system. Operators whose contracts would terminate during the
development period, would be given extensions of their present
contracts until after this period in order that they and the
government could evaluate the results of the new proposed
system.

Bulk Operators: The operating subsidy for bulk carriers would

be a streamlined, administratively simplified class rate
system. The system would be slightly different for long-term
time charter operations and shorter-term arrangements.

== Long=-term Operations:

1. Entreprencurs planning to set-up or bid upon a long-
term charter (for example, a 10 or 15 year charter to
move coal or ore for & steel industry operation, here
or abroad), prior to making his bid would bring the
datails of his proposal and its cost, including
shipbuilding plans and costs (assuming the package to
include construction of new ships) to the Maritime
Subsidy Board.

2. The Board, using streamlined evaluation procedures to
reduce the time required for processing, would decide
on the size of annual subsidy payment that the
government would make to the operator and would set
times during the proposed charter period, for example,
at the end of each five years, when the subsidy
arrangement would be reopened for evaluation and
adjustment. Performance requirements would be included
in the government's agreement with the operator
consistent with the nature of the operations being
contemplated under the proposed charter. These matters
vould be on a confidential basis between the Board and
the operator to avoid jeopardizing the operator's
competitive bidding or negotiating position.
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3. The Doard's decision would form a commitment to the
operator, should he obtain the contract, and he can
then make his bid (or negotiate) for the charter
allowing his bid price to reflect the subsidy.

== Short-term Operations:

1. Operators contemplating shorter-term time charters (for
example 1 or 2 years) contracts of affreightment, etc.,
wnu1g bring the details to the Maritime Subsidy Board,
as above,

2. Depending on the length of arrangement contemplated,
the Board could comnit for a one-time subsidy payment
or annual payments, with performance requirements
consistent with the charter.

3. . This conmitment could then be used by the operator in
his bidding or negotiations.

-- Subsidized Bulk Operations to be Related to U.S. Foreign

Trade:

To receive subsidy, bulk operations would have to be
related to the U. S. Foreign Trade., However, these
subsidized operations could have one or more legs in
crosstrades between foreign countries as part of their
overall operation.

Cargo Preference:

Cargo preference would be retained but 1its costs would be reduced by
allowing new subsidized bulk ships to compete for the cargoes, in
conjunction with their commercial operations. Cargo preference would be
administered under "Fair and Reasonable” ceiling rates, and subsidized new
ships built at world market prices would have "Fair and Reasonable" rates
administered so as to reflect the subsidy and be at the competitive world
rate. The proposed program contemplates that the older tonnage would be
scrapped when it was no longer useful in carge preference and that the
operators would construct new tonnage at world market prices and possibly
even enter other trades.

The program recommends that the administrative Tlocation of the maritime
promotional functions of cargo preference administration be reviewed.

e e ¢
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Passenger Ships

The operation of 13 Jluxury passenger ships costs about $50 M annually in
operating subsidies -- roughly a quarter of the entire direct operating
subsidy accrual. These vesscls provide luxury cruises and some luxury-class
transportation. For transportation purposes, the trend is strongly touard
air travel and in all cases where service is provided by U.S. passenger
vessels,ample alternative air transportation is available.

The Defense utility of these vessels has diminished to the vanishing point.
They are extremely expensive to use as troop vessels.

The operators of these vessels would be encouraged to terminate the subsidy
contracts on the wvessels at the early date so that the funds can be
reprogrammed into other uses,

Nuclear Ship Program

There is serious doubt as to the attractiveness and wisdom of proceeding
with a broader nuclear ship program at the present time. It appears that
power reactors of the relatively small sizes required for merchant ship
propulsion will continue to be non-competitive with oil over the foreseeable
future. The necessity for active operation of the N.S5. SAVANIAH should also
be reviewed in the light of the probably dim future of nuclear merchant ship
reactor technology.

Research and Davelopment

The program calls for increasing the annual level of effort in MNaritime=
related research and development to roughly $25 M as part of the Department
of Transportation R&D program. The participation of private industry in
supporting and participating in maritime R&D will be encouraged.

Maritime R&D would include ship operations, cargo handling
systems on ships and ashore, integration of sea and land
transportation systems, basic hydrodynamic research related to
modern merchant ship hull forms.

Ship Availability for Defense and Emergency MNeeds

The program would include arrangements for the_avai]ahi11ty of
ships from the active fleet on an incremental basis without the
need for requisitioning.

A plan being discussed between the Department of Defense and a
group of private operators, calls for several levels or stages of
ship availability, keyed to particular 1=ve1shnf Defense activity.




14

The details of this system are being worked out between the
Department of Defense and the representatives of the private
operators.

Revitalization of the HDRF

The program 1includes a prognsa1 for the revitalization of the
NDRF in order to provide a "surge capability" to meet poak
emergency needs in future crises, and in the event of smaller
emergencies, to meet needs with less disruption of comercial
services. This revitalization would be accomplished over several
years through some conversion of existing NDRF vessels, some neu
construction of austerely-built ships and perhaps some purchases
fzgm operators of relatively new but tﬂmmErcia1gy uncompetitive
ships.,

1. Some of the roughly 100 Victory (AP-5) -- class troopships
in the MNDRF would be converted andfor jumboized into
encral cargo ships of about 13,700 measurement tons
?EEQHGDG cubic feet) capacity, with cargo handling gear
capable of up to 60 long ton 1ifts. Estimated cost is
about $2.8 million per ship.

2. Returning Victory cargo ships nocw under general agency
agreement operations could be selectively repair and
rezﬁrned to the fleet. Estimated average cost is $140,000
each.

3. Based on bid costs consideration would be given to
constructing new ships of austere design for placement in
the NDRF either in addition to (or as an alternative to)
conversion of war-age vessels.

4, Suitable ships ownad by existing operators could be
purchased as “"trade-ins" under the ship renewal portion of
the program and would provide additional usable NDRF
capability.

5. Unusable ships in the NDRF would be sold for scrap or other
non-ship uses as rapidly as possible.

6. Converted and returning ships would be placed under modern
preservation.

7. Some vessels in the NDRF may be kept at a higher state of
readiness in order to allow quicker availability.

s s
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8. New, converted.and upgraded ships in the HNDRF would be
excluded from ship exchange provisions in order to keep a
better quality "surge capacity" for emergency use.

Reserve Funds

The program contemplates that the setting eside of Title VI roserve
funds will be terminated at the expiration of the present contract
commitments., The future capital investments of the merchant marine
can then come under the depreciation guidelines and the investuent
credit rules of the Treasury Department similar to those governing
other industries,

The Secretary of the Treasury will undertake a review of our tax
law as it affects the shipping industry, including U.S.-ciwmned
shipping under foreign §lags, with a view to recommending other
legislation to remove unjustified tax advantages.
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The program calls for subsidizing the operation of sufficient shipping

capacity to meet the national security nceds (military needs plus the

most wrgent of civil emergency needs.} The program permits foreian and

[m 8

cmestic construction of new ships, cnd the caportunily for the government
to purchase new or existing vessels for the Hational DeTfense Reserve

Fleat as well as convert and/or jumbcize Victory class troopships.

The fleat size, mix of ships, split between active and reserve status,

and total costs to the govermnment, wes estimated for the program on this

basis and subject to the follcwing condition

-- The fleet, active and reserve, is %o be capable of meeting the

time-phased requirements for the 1370's.

== Hanning for the reserve fiect must be available in a reasonable

-

period of time.
-= Domestic shipping is restrictad to U, S. Fiag vessels.

== QOperators have the option of buying now ships either-foreign

or domestic.
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-- Total cost to the government, inciuding construction and gperating

Many alternative programs were examined--gne is shown below:

Level program of new construction in U. S. shipyards of $110 ¥
Foderal subsidy per year plus $80 M of operators share (1.e. 55%

COS)s plus up to $30 M per yesr of Federal monay into shipyards for

Reserve Fleet revitalization by conversion and new construction.

(A11 of active fleet under nperﬂtirr sibsidy or in domestic trade.)

{Ships/Tonnage) (Ships/Tonnage)
General Cargo Ships 264/3.6 M 45/0.57
Dey Bulk Carriers 74338 e
Tankars 210/7.1 H -0 =

Total 528/14.0 45/0,6
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the current active fleet; a capebility which hes gradually increased

evuid 13 M CHT dn 1950 %o the curront Jevel of 15.1T M

‘Compssition _n_f_ Fleet

nayr Construction 1n Domostic Yawrds:

automated dry bulk carriers

i -

€0 large tankers 74 large

hew Construction in Forcign Yards: 118 general cargo ships

[
L

ranging in size from 1

=
high spead containarships.
57 large tankers of dasign similar to ships

constructed in U, S, vards,

In addition to wigse now constructicns, the proposed
aporoximately 1771 general cargo ships and 93 {ankers

mid-1930%s,

arog broakbulk to LASH vessels = includes

currently being

active fleet includes

buiit since tha
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he Dragira n Tor the rescrve fleet consistis of 45 SHLIRS OF ?ﬁ-hu1hu1y

racaint constiruction such as Hardiners and froighters constructed in the
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early 1960%s, These ships arc to be pupchosed by the government |
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privato cperators. Ine older shins., curcrently retained in the rescerve

Tleat 2t a Tow cost to the govermment, will be phased-oui as thase newop

ships become available frop the active flcet

bk

cunaprison of Pronosed Fleet With Todavls Privato Fleet

Preposcd Private Fleet Today's Private Fleet
Actlive- =hctive=

{;1 ul rlu“ch #.13 E]

(Ships/DHT) (Ships/OuT)
Gene 1 Cargo 2441361 618/7.1 H
Dry Bulk Carriers 7473, g3/1.1

Tankers 210/7 .14 293/6,9 M
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Totzls : g2an4. 0 . 971/15,
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$a%p Szacd and the more productive cargo hondling features on Tutura

stimated Cost to Governmont

Required appropriations for the 10-year pericd FY 1970 4o 1980:
shipyard Support »1.10 B

Operating Aid $1.86 B8

KORF Ship Costs 3 .13 8

i

Total 93.09 B

i
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In addition to these costs, Maritime related rescarch and development

funds of about $25 M per year for Tive years is included in the program.
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THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

{l'”‘ ..1.'.“‘

Identical letter to: /
Honerable John W. McCormack

Speaker of the House

of Representatives

BRY 20 180

Honorable Hubert H. Humphrey
President of the Senate
Washington, D. C. 20510

Daar Mr. President:

There is transmitted herewith a proposed bill

"Talﬁmand the Marchant Marine Act, 1936, and other
statutes to provide a new maritime program",

together with a section-by-section analysis.

This bill would carry out the Administration's new maritime program.
The objectives of that program are:

Relate the size of the program of merchant marine operating
subsidies to defense and clearly urgent civilian emergency
needs.

Separate the shipbuilding subsidy program from the ship
operating subsidy program, and relate it te the national
need for private shipyard capacity taking into account
other Government programs providing shipyard activity.

Reform both the operating and shipyard subsidy programs
to provide incentives to competitive and productive
activity, eliminate indirect, duplicated and hidden
subsidies, and simplify administration.

L

Allow ship operators to purchase ships in world ship=-
building market for U.S. flag operation with full
privileges, subject to controls consistent with programs
restraining foreign expenditures and investments.

Rationalize the cargo preference system to minimize
costs while retaining "routing preference".

Provide for cleoser integration of maritime transportation
into a unified national system of .transportation by
transferring the functions of the Maritime Administration
to the Department of Transportation.
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A vaetatled Jdiscussion and justification of the proposed bill is
contained in the statement which I presented today to the Sub-
committee on Merchant Marine and Fisheries of the Senate Commerce
Committeec. A copy of that statement is enclosed.

The Burcau of the Dudget has advised that enactment of this
proposed legislation would be in accord with the FPresident's

Progranls :

Sincerely,

sUpipinal Signed by"
: Alan 5. Boyd

Enclosures
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A BILL

To amend the Merchant Marine Act, 1936, and other
statutes to provide a new maritime program.

Be it enacted by the Senate and House of Representatives af the

Unitcd States of America in Congress assembled, That section 209(b)

of the Merchant Marine Act, 1936 (46 U.S.C. 1119(b)), is amended by
inserting before the period at the end thercof a colon and the
following: "PROVIDED, HOWEVER, That there is authorized to be
appropriated (1) for construction-differential subsidy and the
cost of national defense features incident to construction, recon-
struction, or rec;nditianing of ships for operation in foreign
commerce, and for the acquisition of used ships, 5110,000,000, for
the fiscal year 1970, to remain available until expended; (2) for
research and development, $25,000,000, for each of the fiscal
years 1970 through 1974, to remain available until expended; and
(3) for modernization of the reserve fleet, $30,000,000, for
fiscal year 1970, to remain available until expended.”

Sec. 2. Section 211 of the Merchant Marine Act, 1936, 1is
amended as follows:

(1) Subsection (b) (&6 U.5.C. 1121{b)} is amended by
inserting at the end thereof, immediately before the semi-
colon, a comma and the words "or which should be employed
as contract carriers”.

£2) Subsection (d) (46 U.8.C. 1121(h}) is amended by

inserting after the words "services, routés, and lines" a
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comma and the words "or as contract carriers”™ and a comma,

and by inserting after ihﬂ words "service, route, or line"

a comma and the words "or contraet carrier.

Sec. 3. Scctions 501 through 503 of the Merchant Marine Act,
1936 (46 U.5.C. 1151-1153), are amended to read as follows:

"Sec. 301. (a) For fiscal year 1971 and each year thereafter,
the Secretary of Transportation and the Sccretary of Defense shall
recommend to the President the level and character of ship construc-
tion subsidy. The two Secretaries shall jointly determine and
publish a statement setting forth: (1) The national need for private
shipyard activity and capacity; (2) the degree to whicg this need
will be met by naval and other Government ship procurement programs;
and (3) the degree to which this need should be met by shipyard
subsidies for merchant ship counstruction. In making these deter-
minations, the two Secretarics shall give consideration to such
factors as the long-run plans for emergency production and the
necd to maintain specialized skills.

{b) Any privately-owned shipyard who is a citizen of the United
States may make applic;tinn to the Secretary of Transportation for a
construct ion-differential subsidy to aid in the construction, recon=-
struction, or reconditioning of vessels for United States or foreign
documentation. If the v#asel is documented or is to be documented
under the laws of the United States, the applicant shall submit the

general specifications of the wessel to the Secretary for his approval.




The Scerctary, after cnnsultﬁtiun with the Depactwent of Dafensc,
may require that eertain features be incorporated inm the vessel for
national defense purposes. A ship operater, who is a citizen of
the United Stales, who wishes to obtain competitive bids on a
vessel to be built to his specifications for documentation in the
United States, shall submit the specifications to the Secretary for
his approval prior to secking such bids,

"Sec. 502. The amount of construction-differential subsidy
shall be determined by the Secrctary. The amount of subsidy may
equal but not exceed an amount computed by taking the excess of tﬁe
fair and reasonable estimate, as determined by the Secrctary, of
the cost of constructing a type of vessel in United States ship-
yards (excluding the cost of any features incorporated in the wessel
for national defense uses, which shall be paid by the Secretary in
addition to the subsidy), over the fair and reasonable estimate of
cost, as determined by the Secretary, of the construction under
similar plans and specifications of that type vessel (excluding
national defensc features as above provided) im a foreign shipbuilding
center which is deemed by the Secretary to furnish a fair and repre-
sentative example for the determination of the estimated foreign cost
of construction of wessels of the type proposed to be constructed,
and expressing the result as a percentage of the fair and reascnable
estimate, as determined by the Sccretary, of the cost of construction

of that type wvesscl in the United States shipyards, and applying such
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percentage to the applicant shipyard's contract price. Subsidy rates
ghall be computced scparately for different types of wesscls and shall
be periodically recomputed but not more frequently than once each
year. In making his foreign cost estimate, the Secretary shall
review and consider any foreign cost estimates and substantiating
information submitted by operators, shipyards, or other sources. In
no case may the construction-differential subsidy rate exceed 55 per-
cent for any type vessel; PROVIDED, That, after June 30, 1970, the
rate may not exceed 50 percent.

"Sec. 303. (a) The contract price for the construction of
vessels for which construction-differential subsidy is requested may
be determined by competitive bidding or negotiation. No contract
ghall be approved for subsidy unless the Secrctary finds that the
price is fair and reasonable, and that the shipbuilder possesses the
ability, experience, financial resources, equipment, and other

qualificatiens necessary properly te perform the proposed contract.

Within the limits of available appropriations, construction-differential

subsidy shall be allocated among the applicants on the basis of a
standard which favors those contracts yielding the least subsidy per
productive ton, taking inte acecount the intended purpose and function
of the vessel. All contracts submitted to the Secretary shall be
accompanied by detailed cstimates of all costs on which they are
based. The Secrctary may require that the bids of any subcontractors,

or other pertinent data, accompany such contracts. All such bids and
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5
data relating thercto shall_be kept on file for such period as the
Secretary may determine.

"{b) All construction in respect of whick a construction-
differential subsidy is allowed shall be performed in a shipyard
within the continental limits of the United States, including the
States of Alaska and Hawaii. In all such construction, the ship-
builder, subcontractors, materialmen, or suppliers shall use, so
far as practicable, only articles, material, and supplies of the
growth, production, or manufacture of the United States as defined
in paragraph K of section 401 of the Tariff Act of 1930. When due
to the specifications of a foreign purchaser the use of artiéles,
materials, or supplies of foreign growth, production, or manufacture
is required, the construction-differential subsidy payable to the
shipbuilder shall be adjusted as appropriate to reflect the cost
differential. '

"(e) In order for a4 vessel constructed abroad to be eligible
for operating subsidy, the operator must first submit the specifica-
tions of the wvessel to the Secretary and obtain his approval. As
a condition to the Secretary's approval, the ship operator shall
1) comply with any regulations the Secretary may prescribe to
protect the United States balance of paywents; and (2) agree to
make all of the data and information relating to his contract with

the foreign shipyard available to the Secretary.
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"{d) No vesscl constructed with construction-differential
subsidy or in a forcign shipyard subsequent to January 1, 1969,
way be operated in the domestie trade unless the Seecretary deter-
mines, after notice and hearing, that the operators of vessels which
have been constructed or reconstructed in the United States after
January 1, 1946, without construction subsidy and whose costs hawve
not yet been fully depreciated for Federal income tax purposes, will
not be seriously adversely affccted by the operation of the wessel.

"{e) Any person may make written objection to the public dis-
elosure of any information required to be submitted pursuant to
this section, stating the grounds for the objection. Whenever an
objection is made, the Secretary may in his discretion order the
information withheld from public disclosure.”

Sec. 4. Sections 304, 505, and 506 of the Merchant Marine Act,
1936 (46 U.S5.C. 1154, 1155, and 1156), are repealed. Contractors
with the United States may be releascd from the provisions of their

contracts imserted pursuant to the provisions of section 506 when

the Secretary determines, after notice and hearing, that the opearators

of vegsels which have been constructed or reconstructed in the United

States after January 1, 1946, without construction subsidy and whose
costs have not yet been fully depreciated for Federal income tax
purposes, will not be seriously adversely affected by the operation

of the contractor's wvesscl in domestic trade.
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Sec. 5. Sections 507, ?03, 509, 5190, and 511 of the Merchant
Marine Aect, 1936 (46 U.S.C. 1157, 1158, 1f59, 1160, and 1161), are
redesignated as scctions 504, 505, 506, 507, S08, and 509.

Sec. 6. Subsections (1) and (2) of section 507(a) (formerly
section 510(a)) of the Merchant Marine Act, 1936 (46 U.5.C. 1160(a)),
are amended to read as follows:

"{1} The term 'obsclete vessel' means a vessel or
vessels each of which is of not less than one thousand three
hundred and fifty gross tons; which has been owned by a
citizen or citizens of the United States for at least 'three
years immediately prior to the date of acquisition hereunder;
and which in the judgment of the Secretary should be replaced
in the public interest.

{2} The term 'new vessel' means a vesscel wliose con-
struction in a foreign or United States shipyard is contracted
for concurrently with a contract for trade-in of an obsolete
vessel which it is to replace or whose construction is completed
within five days of the date of the contract for such trade-in."

Sec., 7. Subscction (a) of section 508 (forwerly section 511} of

the Merchant Marine Act, 1936 (46 U.S5.C. 1161), is amended by striking

out subdivision (2) thereof and redesignating subdivision (3) thereof
as subdivision (2).
Sec. 8. Subsection (a) of section 601 of the Merchant Marine

Act, 1936 (46 U.5.C. 1171), is amended by striking out of subdivision

e



£1) oF the second senlence thereof everything after the words
"authorized under section 613 of this title" except the semi-colon.

Sec. 9. OSubsection (e) of section 605 of the Merchant Marine
Act, 1936 (46 U,.8.C, 1175(c)), is amended by striking out of the
first scntence thereof the words "after proper hearing of all parties”
and the words "following public hearing, duc notice of which shall
be given to each line serving the route" and by adding the following
sentence at the end thereof: "In making a determination or finding
under this subsection as te the adequacy of service, the Secretary
must prowvide notice to all American flag operators furnishing the
existing service or services, afford all such operators an opportunity
to present written data, views, or arguments, with or without oppor-
tunity te present the same orally in any manner, and consider all
relevant matter presented.”

Sec. 10. Section 610 of the Hnrchnht Marine Aet, 1936 (46
U.S.C. 1180), is amended by striking out of subdivision (1) thereof
everything after the words "shall be as fireproof as practicable,"
except the semi-colon and inserting in lieu thereof the words "and
yshall be documented under the laws of the United States".

Sec. 1l. Section 801 of the Merchant Marine Act, 1936 (46 U.S.C.
1211), is amended by striking ocut "titles VI or VII" and inserting in
lieu thercof "titles VI, VII, or XIII".

Sec. 12, Section 802 of the Merchant Marine Act, 1936 (46 U.5.C.

1212), shall not apply to contracts entered into after the effective




date of this ActL for construction of wvesscls with construction=-
differential subsidy. - ;

Sec. 13. BSecction BO4 of the Merchant Marine Act, 1936 (46
U.5.C. 1214), is amended by striking out the words "operating-
differential subsidy under title VI" and inserting in lieu thereof
the words "operating subsidy under titles VI or XIII".

Sec, 14. Section 805 of the Merchant Marine Act, 1936 (46
U.S.C. 1215), is amended as follows:

(1) Subsection (a) is amended by inserting after the
words "title VI" the words "or title XIII".

(2) Subsection (¢) is amended by striking "$25,000"
and inserting in lieu thereof "$§50,000".

(3) Subsection (d) is amended by inserting "under
tit1;3 VI or XIII of this Act" following the word "con-
tractor" in the last sentence. -

Sec., 15. Section BOB of the Merchant Marine Act, 1936 (46
U.5.C. 12?&1 is amended by inserting the words "or title XIII"
immediately following the words "title VI".

Scc,. 16. Sectinnlﬂlﬂ of the Merchant Marine Act, 1936 (L6
U.8.C. 1227), is amended by striking out the word "operating-
differential” and inserting in lieu thereof the word "operating',

and by striking the words "title VI" and inserting in lieu thercof

the words "titles VI or XIII".
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Sec. 17. Subscetion (b) of section 901 of the Merchant Marine
Act, 1936 (46 U.5.C. 1241(b)), is amended by inserting before the
period at the end thercof the following: ™, or (3) the vessel was
built or rebuilt cutside the United States subscquent to Januarcy 1,
196%. MNo wvessel receiving operating subsidy and carrying cargo
under this section shall receive a rate For such carge in excess of
that which it would receive for non-preference cargo moving on the
sam: route®.

Sec. 18. Subsection {c) of section 905 of the Merchant Marine
Act, 1936 (46 U.3.C., 1244(c)), is amended by striking the words
"under title VI of this Act" and imserting in lieu thereof the
words "under titles VI or XIII of this Act™.

Sce. 19, The Merchant Marine Act, 1936, is amended by inserting
L]

a new title XIII to read as follows:
YTITLE XIIT = NEW OPERATING SUBSIDY PROGIAM

"Sec. 1301. The Secretary of Transportation is autherized te
enter into contracts with liner operators for the payment of operating
subsidy for the operation of liner vessels in the foreign commerce of
the United States and with owners of tankers and dry bulk wesscls
built after the enactment of this title for operation as contract
carriers in the foreign commerce of the United States, subject to
such terms and conditions as the Secretary may determine.

"Sec. 1302. A subsidy contract may be awarded on any service
which the Sccretary, in his discretion, without public hearing,

determines is not adequately served. Applicants for such contracts
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must mect the eligibilicy rcﬂuircmtnts of section 601 of this Act.
The Secretary, in his discretion, may apply the provisions of
section 605(a) arnd (b), 606(5) (6) (7), 608, 609, 610, and 611 of
this Act, or any of them, to contracts entered into under this title.
"Sec. 1303. The amount of subsidy shall be computed in such
manner as the Secretary In his discretion may determine. Any new
system for determining subsidy shall contain incentives which can
be reasonably expected to reduce unit costs of subsidy in the future.
Such incentives may include the use of an objective index or indexes
to govern the annual change in costs eligible for subsidy, the use
of a formula or formulae reasonably relating the amount of subsidy
payable te the performance or production of subsidized secvice, or
the use of such other reasonable approaches to the determination of
the amnunliﬂf subsidy as the Secretary may in his discretion establish.
"Sec, 1304, Subsidy contracts entered into under this title shall
provide that if, upon the expiration of the initial term of the con-
tract, the Secretary does not approve the operator's application for
a continuation of subsidy under this title, the operator shall have
the option of selling ships built for operation under this title to
the Government at a price not to exceed their depreciated book value."
Sec, 20, Section 27 of the Merchant Marine Act, 1920, is amended
by inscrting beforc the period at the end thereof a colon and a

proviso to read as follows: "PROVIDED FURTHER, That this section

ghall neot apply to merchandise transported by wessels constructed

abroad subsequent to January 1, 1969, if the Secretary of Commerce

I a——
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12
determines, after notice and hearing, that the operators of vesscls
constructed or reconstructed in the United States after January 1,
1946, and whose costs have not been fully depreciated for Federal
income tax purposcs, will not be scriously adversely affected by
the operation of such foreign built vessels in the domestic trade.”

Sec, 21. Section 4132 of the Revised Statutes (46 U,.5.C. 11)
iz aménded as follows:

(1) By inserting in the first sentence immediately
following the words "belonging wholly to citizens thereofl;"
the following: ‘"wvessels constructed abroad which are
eligible to engage in the coastwise trade under the pro-
visions of section 27 of the Merchant Marine Act, 1920;".

(2) By striking the colon and the proviso in the

¢
second sentence thereof and adding after the word "trade"
the following: "except as provided in section 27 of the
Merchant Marine Act, 1920.,"
Sec., 22. The Department of Transportation Act (80 Stat. 931;
49 U.8.C. 1651 et seq.) is amended by inserting the following new
section after section 6 thereof:
"TRANSFER OF MERCHANT MARINE FUNCTLONS
"See, 6A. (a) There are hereby transferred to tha Secretary of
Transportation all functions, powers, and duties relating to the
merchant marine now vested in the Secretary of Commerce, the Maritima

Administration, the Maritime Administrator, and other offices and
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officers of the Department of Commerce, including those functions
contained in the following: -

{1) The Merchant Marine Act, 1920, as amended (41 Stat.
988; 46 U.S5.C. 86l et seq.).

{2) The Merchant Marine Act, 1928, as amended (45 Stat.
689; 46 U.S5.C. 891 et seq.).

{3) The Merchant Marine Act, 1936, as amended (49 Stat.
1985; 46 U.5.C. 1101 et seq.).

(4) The Shipping Act, 1916, as amendcd (39 Stat. 728;
L6 U.S.C. 801 et seq.).

(5) The Merchant Ship Sales Act of 1946, as amended
(60 Stat. 41; 50 U.S.C. App. 1735 et seq.).

(&) .Ehn Maritime Academy Act of 1958, as amended
(72 Stat., 622; 46 U.5.C. 1381 et seq.).

(7) The Act of June 12, 1940; a8 amended (54 Stat. 3463
46 U.5.C. 1331 et seq.).

(8) The United States Fishing Fleet Improvement Act, as
amended (74 Stat. 212; 46 U.S.C. 1401 et seq.). -

(9) The Act of September 14, 1961, as amended (75 Stat.
514: 46 U.S5.C. 1126b-1).

{10) The Act of June 13, 1957, as amended {71 Stat. 73;
46 U.S.C. 1177a), to the extent it relates to coperating-
differential subsidies.

£11) The Act of June 2, 1951, a; amended (65 Stat. 59;
Lé U.S.C., 1241a), to the extent it relates to the wvessel

operations revolving fund.

—
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(12) The Act of July 24, 1956, as amended (70 Stat. 605;
46 U.5.C. 249 et seq.};

{13) The Act of August 9, 1954, as amended (68 Stat. 675;
50 U.8.C. 196 et seq.).

{14) Section 500 of the Transportation Act, 1920, as amended
(4l Stat. 499; 49 U,8.C. 142).

{15) The Act of July 15, 1958 (72 Stat. 359; 46 U.S.C.
1152 note).

{16) Reorganization Plan Mo. 21 of 1950 (64 Stat. 1273;
4e U.8.C, 1111 note).

{17) BReorganization Plan No. 7 of 1961 (75 Stat. 840;
4é U.,5,C. 1111 note).

“"{b) The Secrctary of Transportation may delegate any of the
,

functions, powers, and duties transferrcd to him by this section to
such officers and employecs of the Department of Trénapartatinn as
he designates, and may authorize successive redelegations thercof.
"(e) (1) Therc is hereby established within the Department
of Transportation a Federal Maritime Adwinistration.
#(2) The Federal Maritime Administration shall be headed
by a Federal Maritime Administrator, who shall be appointed
by the President, by and with the advice and consent of the
Senate, and shall be compensated at the rate now or hereafter
provided for Level III of the Executive Schedule Pay Rates

(5 U.S5.C. 5314). The Administrator shall perform such duties

et
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as the Secretary of Transportation shall prescribe and shall
report dircctly to the éecrntarr.

"(3) There shall be in the Federal Maritime Administration

a Deputy Administrator who shall be compensated at the rate now

or hercafter provided for Level V of the Executive Schedule Pay

Rates (5 U.S.C. 5315). The Deputy Administrator ahall.pnrfnrm

such duties as the Secretary of Transportation may prescribe.”

Sec. 23. (a) Pending the initial appointment of the Federal
Maritime administratnr, but not for a period exceeding 180 days,
such officer or employece of the Executive Branch of the Government
as the President shall designate under the provisions of this section
shall serve as Acting Federal Maritime Administrator. The officer
or employee so designated shall be entitled to the compensation
attached to thé-afficn he regularly holds.

(b) So much of the personnel, property, records, and unexpended
balances of appropriations, allocations, and other funds employed,
used, held, available, or to be made available in connection with
the functions transferrcd to the Secrctary of Transportation by
section 22 of this Act as the Director of the Bureau of the Budget
determinegs shall be transferved from the Department of Commcrce Lo
the Department. of Transportabtion at such time or times as the
Director direcls. Such further measures and dispositions as the
Director of the Bureau of the Budget deems to be necessary in order

to effectuate the transfers provided for in this section shall be

4.
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carried out in such manner as he may direct and by such agencies
as he may designate. |

{e) The Maritime Adwinistration, established within the
Department of Commérce by Reorganization Plan Ne. 21 of 1950 (64
Stat. 1273), including the office of Deputy Maritime Administrator
s0 cstablished, and the office of Maritime Administrator established
by Reorganization Plan No. 7 of 1961 (75 Stat. 840), is hereby
abolished. The Secretary of Transportation shall provide for the
termination of any ocutstanding affairs of the said Maritime Admin-
istration not otherwise provided for in this section.

Sec. 24. (a) Subsection 4(b)(1) of the Department of Transpor-
tation Ant‘{BD Stat. 931; 49 U.S.C. 1653(b){(1)) is amended by inserting
the following bcfaéc the period at the end thereof:

“: the Merchant Marine Acit of 1920, as amended (41 Stat.
988; 46 U.S5.C. 861 et seq.); éhe Merchant Marine Act,
1928, as amended (45 Stat. 689; 46 U.S.C. 891 et seq.);
the Merchant Marine Aet, 1936, as amended (49 Stat. 1985,
title I; 46 U.S.C. 1101 et seq.); the Shipping Act, 1916,
as amended (60 Stat, 41; 46 U.S.C. 801 et seq.); the
Merchant Marine Ship Sales Act of 1946, as amcnded

(60 Stat. 41; 50 U.S.C. App. 1735 et scq.).”

(b) The Act of August 1, 1956, as amended (70 Stat. 897; 46 U.S.C.
1241ec), is amended by striking the words "Sccretary of Commerce' where
they appear therein and inserting in lieu thereof "Secretary of

Transportation”.
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Sec, 25. All functions of all agencies under séction S01(b)
of the Merchant Marine Act aé 1936, as amended (49 Stat. 2015;

46 U.85.C. 1241(b)}, are hercby transferred to the President of the
United States.

Sec. 26, This Act shall become effective upon enactment, except
that sm.:tinus 22, 23, 24, and 25 shall become effective ninety days
after cnactment or on such prier date after enactment as the President
shall prescribe and publish in the Federal Repgister.

Sec. 27. This Act may be cited as "The Merchant Marine Act of

1968",
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SECTION-BY-SECTION AMALYSIS OF A BILL

To amend the Merchant Marine Act, 1936,

and other statutes to provide a now
maritime program. !

Sec. l. Section 209(b) of the Merchant Marine Act, 1936, is
amended to guthorize appropriations in fiscal year 1970 in the
amount of $110,000,000 for construction-differential
subsidy, cost of national defense features and acquisition of used
ships; $25,000,000 for each of the fiscal years 1970
through 1974 for rescarch and development; and $30,000,000 for
fiscal year 1970 for modernization of the reserve fleet.

Sec. 2. Section 211, which authorizes the Secretary to make
certain determinations with respect to vessel requirements and
comparative operating cost, is amended to include contract carriers,
This term includes all non-liner operations by U.S. vessels except
proprietary operations wherein the owner of the vessel also owns
the cargo.

Sec. 3. Sections 501 through 503 are amended to completely

revise the concept of construction-differential subsidy_and the

procedures for handling it. The amended section 501 provides for

an annual recommendation by the Secretaries of Transportation and

Defense as to the level and character of ship construction subsidy
required, taking into consideration such factors as the long-run
plans for emergency production and the neced to maintain specialized

skills. The section authorizes U.S. shipyards to apply for subsidy

for construction of vessels either for U.S5. or Foreign dpcum;n;ﬁ;iQH.
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Section 502 is amended to create a new method for determining

construction-differential subsidy. Subsidy is now computed on an { |

individual ship basis, the amount paid being the excess of the lowest

£

responsible bid over the estimate of the foreign cost of building the
ship, with a ceiling of 55 percent. Under the amendment, sybsidy
rates would be developed for each type of vessel by estimating for
each type the domestic and foreign construction costs. The rate for
each type would be pericdically redetermined but not-more.frequently
than once each year. The ceiling of 55 percent, which is scheduled
to revert to 50 percent on July 1, 1968, would be continued for two
years.

Section 503 is amended to incorporate certain provisions of
section 505 relating to the qualifications of shipbuilders and requiring
the use of articles, materials, and.supplies of U.S5. manufacture in
vessels constructed with subsidy (but &llgwlng an exception when the
vessel is being built for a foreign purchaser); to allow shipyards to
submit contracts whose price is based on competitive bidding or nego-
tiation; to allocate subsidy by favoring those contracts yielding the
least subsidy per productive ton, taking into account the intended
purpose and function of the wessel; to allow U.S. ship operators to
receive operating subsidy on vessels constructed abroad if the Secretary
approves the vessels' specifications and subject to certain conditions
relating to the balance of payments and submission of contract data;
and to provide procedures for thé protection of undepreciated vessels
in domestic trade from seriously adverse competition from subsidized

e i Bty

or foreign bullt vessels.
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Scc. 4. Sections 504, 505, and 506 are repealed. Section 504
authorized ship operators to finance construction of ships rather
than purchase thom from the Secretary pursuant to the provisions of
the former section 502. This provision is no longer necessary. '

Section 505 prescribed certain conditions relative to ship
construction, established ceilings on shipbuilding profits and
provided ﬁraccdurﬁs for recovery of excess profits. Most of the
conditions have been incorporated in the amended section 503.
Excessive profits are now dealt ?ith by the Renegotiation Act.

Section 506 eontained restrictions on the use in domestie
-Efgdea of vessels constructed with subsidy. The continued protec-
tion of the domestic trades is provided for through a hearing process.

Sec. 5. Sections 507, 508, 509, 510, and 511 are redesignated
as sections 504, 505, 506, 507, 508, and 509.

Sec. 6. Section 507(a) is amended by altering the definition
of "obsolete vessel” to eliminate the requirement for a finding by the
Secretary, as a condition to accepting a vessel for trade-in, that
the vessel is obsolete or inadequate for successful operation in

foreign or domestic trade. Under the amendment; the Secretary must
find only that the wvessel should be replaced in the public interest.
This amendment brings the section into conformity with the finding
required in section 605(b) as a condition to permitting payment of
operating subsidy for operation of a wessel that is beyond its

statutory age. This amendment avoids the .inconsistency of finding

Bl bt
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under one section that a vessel of a given type and age is obsolete
or inadequate for successful.operatiun aéd*finding under another
that it is to the public interest to subsidize a vessel of that type
and age.

The definition of "new vessel" is amended to allow foreign
construction of vessels to replace vessels being traded in.

S8ec. 7. Subsection (a) of section 508 (formerly section 511(a))
is amended by deleting from the definition of "new vessel” the require-
went that the vessel be built in the United States. This permits
construction reserve funds to be used to purchase wvessels abroad.

Sec. 8. Subsection (a) of section 601 is amended by deleting
the requirement that vessels receiving operating subsidy be constructed
in the United States.

Sec. 9. Section 605(c) is amended to eliminate the hearing
required prior to authorizing additional subsidized service on a
route already served by a subsidized carrier. The hearing process
presently required has been used for dilatory purposes to defeat
additional needed service, In lieu of a formal hearing process, the
section is amended to réqyire notice te all parties and an opportunity
to present data and argument.

Sec. 10, Section 610 is amended to allow paywent of operating
subsidy on vessels built abroad.

Sec. 11. Section 801 is amended to permit the Secretary to
prescribe the method of keeping books and records by an operator

receiving subsidy under the proposed new title XIII.
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Sec. 12. Section 802 is amended so that its provisions shall
not apply te econtracts for :Eneruction subsidy vessels entered
into after the cffective date of the Act. This section requires
the deduction of construction subsidy from the price paid for a
vessel when requisitioned by the United States. This is incon-
sistent with the ceoncept that it is the shipyard, rather than the
ship, which is being subsidized and that the operatoer should be
permitted to purchase and sell ships in the United States or abroad
at world wmarkct prices.

Sec. 13. Section BO4 is amended to prohibit operators who
receive operating subsidy under title XIII and their affiliates,
from owning, chartering, acting as broker or agent for, or operating
any forelgn flag ship which competes with an &mari:qn flag ship on
an-essantial trade route, without the permission of the Secretary.

Sec. lk. Section 805 is amended to prohibit payment of operating
subsidy to any contractor under title XIII if such contractor or an
affiliate owns or operates any vessel engaged in the coastwise or
intercoastal trade without the consent of the Secretary; to increase
from $25,000 to $50,000 the limit on the amount of salary which can
be taken into account for subsidy accounting purposes; and to extend
to title XIII the prohibition against payment of subsidy for the
operation of chartered vessels.

Sec, 15. Section 808 is amended to apply that section's pro-
hibition against unjust discrimination tu'apernynts receiving subsidy

under title XIII.
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Sec. 16. Section 810 is amended to prohibit any operator
receiving operating subsidy under title XIII from being a party to
any agreement with other carriers which unjustly discriminates against
any American flag carrier on an essential trade route.

Sec. 17. Section 901(b) is amended to allow wessels built

abroad after January 1, 1969, to carry preference cargo, and to assure

that vESSﬁIB receiving operating subsidy carry preference cargo at
world market r;tes.

Sec. 18. Section 905 is amended to extend to title XIII the
definition of "citizen of the United States".

Sec. 19. A new title XIIIL is created in the Merchant Marine Act
authorizing a new operating subsidy program. The purpose of the new
program is to permit the development of new subsidy concepts which
contain incentives sufficient to reduce unit costs of subsidy in the
future. The Secretary is authorized to enter into subsidy contracts
with operators of liner wvessels and with owners of tanker and dry
bulk vessels built after enactment of the title.

Scc. 20. Section 27 of the Merchant Marine Act of 1920 is
amended to authorize transportation of gnnaﬂ in the domestic trade
on foreign built vessels, subject to hearings to determine that
there would be no seriously adverse effect on other vessels in the
trade.

Sec. 21. Section 4132 of the Revised Statutes is amended to

authorize registry in the United States of. foreign built vessecls
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and their use in coastwise trade, subjeet to the proviso set forLh
in section 20 of this Act. An obsclete proviso referring to the Act
of March 3, 1891, is deleted. The Act referred to has been repcaled.

Sec. 22. This section transfers the merchant marine functions
from the Secretary of Commcree to the Secretary of Transportation
and creates within the Department of Transportation the Federal
Maritime Administration. The Administration would be headed by an
Administrator who would be the official primarily responsible for
administering the maritime policies and programs. There would élsn
be created the position of Deputy Administrater. The Administrator
would ba appointed by the President, by and with the advice and
conscnt of the Scpate.

Sec. 23. This section provides for a temporary appointment to
the position of Administrator; for the transfer of funds, positions,
property, records, etc., in connection with the transfer of functions
in scctinnigﬁ; and abolishes the Maritime Administration, and the
positions of Maritime Administrator and Deputy Maritime Administrator.

Bec. 24, This section makes certain technical and conforming
amendments necessitated by the transfer of functions in section 22.

Sec. 25, This section transfers to the President the responsi-
bilities now vested in the hecads of variocus agencies for the adminis-
tration of the Cargo Preference Act.

Sac. 26. This section provides that sections 22, 23, 24, and
25 shall become effective ninety days following enactment unless an
earlier effective date is prescribed by the Preéidunt.

Sec., 27, This section provides that the Act shall be cited as

“The Merchant Marine Act of 1968".
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The Need Today

During this Nation's first century, a strong merchant
fleet carried American commerce -- under the American flag --
to and from the seaports of the world.

From that early development of commercial water routes;
our Nation grew to its present position as the world's largest
trading power. In 1967 alone, more than 400 million tons of
goods -- valued at over $36 billion =-- moved in our oceanborne
foreign trade. This was about one-sixth of the world's
foreign trade, far more than any other counftry's share.

OQur national growth and prosperity have depended in part
on this foreign commerce. Our future growth and prosperity
demand that our trade in the markets of the world continue to
‘expand. In little more than a decade -- by 1980 -- our
waterborne foreign trade should nearly double in size, reaching

700 million tons.
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In the course of our trade expansion, the U. 5. Merchant
Marine has lost much of its vitality. Because of outmoded
and uneconomical practices, capital and operating costs have
skyrocketed. Lower construction costs in foreign shipyards,
and lower operating costs of foreign vessels, have made it
difficult for the Merchant Marine to compete with ships of
other nations to carry our foreign trade.

Both the Merchant Marine and the shipbuilding industry
have become increasingly dependent on Government subsidies.
In fact, direct and indirect subsidies, together with prefer-
ential movement of Government cargo on U. S. flag ships, are
largely responsible for keeping our Merchant Marine alive.

This dependence on Government support has led to detailed
Government involvement in matters of management.

Over the past several years, programs to strengthen the i
industries have been subjected to exhaustive study and inten- '
sive debate =-- within the Government and in public forums as
well. There have been a large number of proposals aired
recently on what to do about the Merchant Marine. All of
them agree that changes and reforms are essential and long
overdue. At the same time there is little agreement regarding
the direction or details of reform.

The problem is not an easy one. For the last three years !
we have analyzed and discussed the many arguments and the i
suggested solutions. We have talked at length to all repre-
sentatives of the merchant marine and shipvard industries =--
both on the management and labor sides. The Administration
has thoroughly considered the possible alternatives. llow more .
than ever we are convinced that the future of our Merchant
Marine demands a shift from past policies: To provide the
streamlining and flexibility that is needed to enable it to
cope with the competitive world of today and the future.
These conclusions emerge:

== Subsidy support should be provided only to meet this
Nation's security needs. Ship operating support
should be clearly distinguished from ship construction
support.

O e e B

== Although Federal support must continue 1f the Merchant
Marine is to survive, Federal dollars alone will not
solve the problems of the maritime industries.

== The genius of the free enterprise system -- of skilled
labor and profit-motivated businessmen, stimulated by
competition -- must be called into full play if the
industries again are to prosper.
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—= QOur present subsidy systems do not provide incentives
to use fully the resources and talents of American
industry.

A New Maritime Program

I am here this morning to present the Administraticn's
Merchant Marine program.

We are convinced that the program being proposed is based
on the kinds of public interest considerations which should
guide the formulation of any Federal program.

Certainly, the public interest requires of the maritime
program that we examine:

-- How much and what kind of a Merchant Marine we need
to subsidize and for what purposes.

-= How much shipbuilding capacity we need to support and
to what extent this should be supported by subsidized

merchant marine programs -- rather than Navy or other
programs for building and repairing government-owned
vessels.

== What specific policies and programs would best
implement our determinations of the public interest in
these areas.

We believe that America's maritime industries can
reestablish their position of importance in the commercial life
of this Nation, if they are

-- revitalized through the application of advanced
industrial technology and sound business practices.

== incorporated into an integrated transportation system.

The Administration proposes five major steps to accomplish

these purposes to modernize our maritime industries:

1. Expand the scope and improve the system of ship
operating subsidies, and establish the amount of
subsidies according to the size of the fleet necessary
for national security.

2. Reform the construction subsidy svstem and relate this
subsidy to the MNation's need for an adequate shipyard
capacity for national security.

— = cEr= e s




- 4 -

3. Remove restraints on the freedom of shipowners to
purchase ships in the world market =-- treating ship-
owners like other American purchasers of transportation
equipment and subject to the same restrictions on foreign
investments and expenditures.

4. Expand maritime transportation research.
5. Transfer the Maritime Administration to the Department

of Transportation.

Ship Operating Subsidies

Enduring through the years as a tradition, the Merchant
lMarine has declined as an industry. 1Its decline parallels its
increasing dependence on Government support through subsidies
of one kind or another. Subsidies -- direct and indirect =--
have been a compromise answer to a difficult situation. They
have prevented both the death and the nationalization of the
Merchant Marine. At various times in our history, the Congress
and the Executive Branch have shaped the principle of subsidy
to meet the demands of the day.

The Merchant Marine Act of 1936, which established the
pasic policy under which we operate today, was a remarkable
accomplishment for its time. Three decades ago -- and for a
considerable period after -- it helped to promote our foreign
trade and our national security. MNow it is time to take another
thorough and searching look at the Merchant Marine and the
subsidy system that sustains it. In this time of budget
stringency, Government spending must meet the most rigorous
tests of necessity.

The Merchant Marine -- like any other program requiring
Government support -- should be subsidized only to the extent

necessary to meet a compelling national need. That need can be
clearly identified: We must have adequate shipping to meet our
military requirements and those urgent non-military demands
that would prevail in time of emergency. It is only to this
extent that our maritime fleet should be subsidized. Beyond
this level, the fleet should meet the tests of the free market.

Subsidy Reform

The subsidy system itself is in clear need of reform.
Instead of encouraging innovation and productivity, the system
focuses attention on the subsidy dollar as a source of income.
A new system must be found that will induce the industry to
take full advantage of advancing technology, management ingenuity,
and the resources of a skilled labor force.

—— —————— - e e T
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The Government now subsidizes the ship operator to make
up the differences between certain elements of his operating
costs and those of his foreign competitors. This process has
proven inadequate and unsound. For example:

== It requires a network of Government auditors in the
steamship company's offices, as well as an overseas
staff of Government employees to provide estimates
of foreign operating costs.

-=- It imposes cumbersome administrative procedures upon the
operator, who is forced to make a detailed justification
for each of his subsidy-related costs.

== It reguires strict adherence to trade routes and
restricts the operator from taking advantage of shifting
market conditions.

-=- It gives the operator little incentive to hold down
costs, since increases are borne by the Government.

-= This direct subsidy has only been available to a part
of the fleet.

To correct these deficiencies -- and at the same time to
assure operators a reasonable rate of return on their invest-
ments == the present system must be restructured to promote
pusiness judgment and operational flexibility, and minimize
Federal involvement and intervention. The restructured system
should be made available to other categories of ship operators
to replace indirect subsidies they now receive.

The Administration recommends legislation to authorize
the Secretary of Transportation to enter into contracts with
qualified applicants to test more productive and competitive
operating subsidy systems.

Over the past few vears; a number of alternative subsidy
systems have been studied and developed. These systems will be
examined thoroughly. The Government and cperators together
will examine these systems and experiment with the most promising.
Different systems can very likely be tried simultanecusly;
in different trading areas. Whichever are found the most
productive through actual experience will then be put into effect.
All operators will be reguired to use the systems selected to
be eligible for subsidy support -- new operators upon entry and
the present subsidized operators upon expiration of their
current contracts.

Bulk Cargoes

Dry bulk cargoes total about 35 percent of our foreign
trade. More than 140 million long tons are carried each year.
By 1980, that trade is expected to rise to over 380 million tons.
Very little of this goes on U. 5. flag ships, however =-- because

-
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-d1e American ships in this bulk trade are old and inefficient
and unable to compete for commercial shipments. The answer is
to promote the development of an efficient and up-to-date

U. §, flag bulk carrier fleet. At the present, this cannot
be done because operating subsidies are not extended to bulk
carriers.

The Administration recommends legislation to authorize
a system of innovative operating subsidies, such as those
described above, for new bulk carriers to be built under a
new construction subsidy program -- which is detailed later

in this testimony.

Passenger Ships

Passenger ship operations under the American flag are
costly in subsidies, and return only minor benefits. The
sharply accelerating trend to air travel raises serious
guestions about the economic future of this mode of trans-
portation.

At present, about $50 million goes annually to the
support of 13 ships == which are turning more and more to
luxury cruises. This is equivalent to $275 for every

issenger carried.

Onge important as emergency troop transports, the
defense value ¢f these vessels is now minimal. Their subsidization
can no longer be justified on this basis.

Operators of passenger ships will be encouraged to
terminate their subsidy contracts voluntarily so that the
funds can be allocated to more productive purposes.

Nuclear Ship Program

There is serious doubt as to the attractiveness and wisdom
of proceeding with a broader nuclear ship program at the present
time. It appears that power reactors of the relatively small
sizes required for merchant ship propulsion will continue to be
non-competitive with oil over the foreseeable future.

Caonstruction Subsidies

At this time, the ARdministration does not seek increased
subsidies for the construction of ships. For the present, I
believe the construction subsidy program should be held at a
level of about $110 million, roughly its present level. For
the future, however, we need to know how much will be required

» meet national emergency demands for shipbuilding capability.
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The proposed legislation would authorize the Secretaries
of Defense and Transportation to recommend jointly to the
President the level and character of ship construction subsidies.

Each year the two Secretaries will:

== Determine the national emergency need for private
shipyard activity and capacity.

—== Ascertain how much and what kind of Federal support is
necessary -- beyond that provided through Navy and other
programs which build Government vessels -- to maintain
an adequate emergency capability for ship constructicn
and repair.

== Determine to what extent this additional support should

be provided by subsidies for merchant marine construction.

In making their determinations the Secretaries will consider
such factors as long-range plans for emergency construction or
repair, and the need to maintain specialized skills.

For Greater Flexibility

The present construction subsidy system is too inflexible.
It does not encourage shipyards to propose a standardized design
which several operators can use. It fosters, instead, costly
individual designs. Under existing practice, an operator submits
to the Maritime Administration a design tailored to his
individual needs -- for one ship or a few. This individual
design is then put out for bids among the shipyards. The bids
are generally high -- reflecting the cost of constructing just
a few custom=built ships. The small market for commercial
ships in the U. 8., and limited competition, add further to the
cost of ships built in American yards. In large measure, these
costs are borne by the taxpayer -- since the Federal subsidy to
the ship buyer is the difference between the shipyard's high
price and the estimated cost the operator would pay in a foreign

shipyard.

The construction subsidy program should be made more
flexible and better able to produce ships less expensively.

The Administration recommends legislation to encourage
the shipyard to design and develop ships which can be built
with the modern production technigues that have made our air-
craft industry predominant in the world today.

Under this system, this suhsidy-would be paid directly
to the shipyards. Shipbuilders would be told precisely what
proportion of construction costs the Government would pay.

S a——
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-he yards would then compete with each other for sales to
domestic or foreign ship purchasers on the basis of what they
could construct with available subsidy funds. The proposals
calling for the least subsidy dollar per productive unit would
receive the subsidy.

With preference thus going to shipyards producing at
the lowest cost per ship, yards will be encouraged to design
and sell their ships on an efficient multiple-production
basis -- just as aircraft companies aggressively market their
designs to the airlines.

Foreign Ship Purchase

In the Nation's infancy, American shipowners were
required by law to buy only American built ships. This was
necessary then for the development of a shipbuilding industry.
Today, America's ship construction industry is the largest in
the world by nearly any measure. It can draw upon the country's
great technological resources. 1Its sigze and health are ensured
by a naval construction and repair program which infuses more
than $2 billion of Government funds into the industry every
year. Yet our merchant shipowners are under almost the same
constraints as those of two centuries ago. To engage in domestic
:rade, or to be eligible for a subsidy, they must buy only in
I. 5. shipyards.

Since merchant ship work under Government subsidy amounts
to less than 10 percent of the shipbuilding industry's
business, this restriction cannot be justified as essential to
the industry's health. An American operator should not have
to base his plans for purchases of new ships on the amount of
construction subsidies available.

After the necessary level of ship construction in U. S§.
shipyards has been reasonably assured, American ship operators
Wwill be permitted to purchase their wvessels in the world
shipbuilding market and these ships would be accorded the same
treatment a4s ships built in American yards.

To protect our balance of payments position, controls will
be exercised in accord with our programs restraining foreign
expenditures and investments. By requiring the cost of the
vessels to be financed through foreign loans, we can avoid a
drain on American dollars. Ships built in foreign shipyards
for documentation under the U. 5. flag would be reguired to
meet all U. S. standards of safety and construction. They would
be eligible for all privileges available.to U. S. flag operators
in the U. 8. foreign trade. American flag coperators in domestic
trade would also be permitted to employ a limited number of
‘oreign-built ships =-- with procedures to assure established
jperators will not be harmed.

e L
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Reserve Funds

The maritime industry -- as do many other industries --
requires large amounts of capital for the construction of
modern, efficient egquipment. At present, certain ship operators
are not taxed currently on funds put in reserve and used for
this purpose. These operators therefore pay taxes on different
terms from other ship operators and other businesses. This
system is complex and ineguitable.

The Administration program contemplates that the setting
aside of these funds will be terminated at the expiration of the
present contract commitments. The future capital investments
of the Merchant Marine can then come under the depreciation
guidelines and the investment credit rules of the Treasury
Department similar to those governing other industries. We

also contemplate orderly liquidation =-- consistent with existing
contracts -- of present reserve funds over a reasonable period
of time.

In addition, the Secretary of the Treasury will undertake
a review of our tax law as it affects the shipping industry
including U. 5. owned ships under foreign flags, with a view
toward recommending other legislation to remove unjustified
tax advantages.

National Defense Shipping Needs

National Defense Reserve Fleet

The Naticnal Defense Reserve Fleet was established at the
end of World War II. It has served this llation well in twWo
major emergencies. During periods of crisis, the breaking=-out
of this inactive fleet has been an important factor in preserving
our national security and in maintaining stable rates in the
world shipping market. This method of meeting peak emergency
needs is less expensive in limited emergencies and causes less
disruption of commercial service than cother alternatives.

To improve this capability, we ask authorization for an
initial appropriation of $30 million for Fiscal 1970, to
revitalize the Naticnal Defense Reserve Fleet.

These funds will be used to build a limited number of new
vessels of austere type, and to convert some relatively unused
reserve troop ships into general cargo ships. These ships will
be retained in the reserve fleet for emergency use.
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st Deployment Logistic Ship Program

HNo expansion of the Merchant Marine will fill the military
need for rapid-response sealift. This wital need can best be
met through the Fast Deployment Logistic Ship program.

Fast Deployment Logistic Ships (FDL's) will not compete
with the Merchant Marine. The ships are designed for guick
and flexible military response. They can operate without ports,
if necessary. They are an essential part of our strategic
planning. They must be available at all times to enhance our
national security. Last year the Congress did not act on the
Administration's recommendation that an FDL program be started.

his wyear, the budget includes a reguest for $184 million

to fund this important program. The Administration urges the
Congress to approve it promptly.

Expanded Research

The Administration recommends a S5-year program of §25
million annually commencing in Fiscal 1570, to increase both
basic and applied maritime research activity -- conducted in

soperation with private industry.

The goal of this research will be to improve the competitive

position of the U. S. maritime industries by acqguiring new
knowledge of:

-- ship operations and design,
-- cargo handling systems on ships and ashore,
== port facilities,

~=- basic hydrodynamics related to modern merchant ship
hull forms,

-- ship construction methods,

-=- integration of sea and land systems.

Management-Labor Responsibility

The program of reforms that I have ocutlined will aid in
bringing the U. S. Merchant Marinz into today's competitive
world and make it an active and productive part of our
commercial life and our future growth.
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The Government can go only a part of the way toward this
goal, however. Essential steps must be taken by the elements
of the maritime industries themselves -- managenmnent and labor
in the operating Merchant Marine, in the shipbuilding industry,
and in allied industries. Federal subsidv dollars must not be
dissipated through price inflation or excessive wage increases.
Otherwise, their potential benefits would never be realized.
America's maritime capabilities would remain weak and ineffective.
An important part of the program being recommended today is to
insure that wages will be stabilized and that bid prices will be
reasonable and competitive.

Wage Structure Stabilization and Work Stoppages

If the U. S. Merchant Marine is to respond to the needs of
the American shipper, both management and labor must work
closely to

-- @liminate the recurring interruptions in service
caused by work stoppages. Such interruption destroys
confidence in U. §. flag carriers. Shippers conse-
quently turn to foreign flag vessels for their needs.

-- stabilize the maritime industry's wage costs.

A series of labor-management agreements, negotiated in 1965

to help assure wage stability, have in practice accomplished

the opposite. Under these agreements, if the members of one
union receive a wage increase or other benefit, other maritime
unions can reopen their contracts through a "me too" clause

and demand arbitration to obtain a matching increase. By the
time several unions have received such increases, the first
union is in a position to assert that it is once again behind
the others -- and the cycle starts over again.

Cecause of this practice, employment costs in the industry

have risen more than 30 percent since 1965. These costs ilncrease
Federal expenditures through the operating subsidy program and '
shipping custs on Government cargoes. They diminish the ability
of the U. S. Merchant Marine to compete with foreign fleets.
Not only do spiraling employment costs threaten the industry
with economic ruin, they imperil the American public as well,
for they have a shattering impact on our Nation's wage-price
stabilization objectives.

We call upon management and labor =-- working with the
Secretaries of Labor and Transportation -- to begin discussions
promptly to solve this problem. '
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An_Integrated Transportation System

llo improvements we can make in our maritime fleet will
permit it adequately to meet America's need today unless it
is fully integrated into a unified national system of trans-
portation. When the President signed the Department of
Transportation Act in October 1966, he expressed regret that
the new Department did not include the Maritime Administration.
lie expressed hope that the Congress would reexamine its decision.
This reassessment is now vital to our maritime future.

The Administration recommends legislation to transfer the
functions of the Maritime Administration to the Department of
Transportation.

This step will bring increased recognition to ocean
shipping in the transportation policy councils of the Executive
Branch.

The Department of Transportation was created to promote a
more efficient national transportation system. This cannot be
fully accomplished so long as the maritime component of the
transportation system remains outside the Department's

urisdiction.

The Maritime Administration itself suffers in its isolation
from the new technology and promotional support which the
Department now provides to other elements of our national trans-
portation system. Potential developments which hold great

promise for maritime commerce affect other modes of transportation

as well. Ports, for example, must provide facilities which can
rapidly handle cargoes arriving and leaving by rail and highway.
Container systems must be developed which can be economically
used on all modes of transportation, so cargoes can move without
interruption from origin to destination.

Transfer of the Federal Government's maritime programs to
the Department of Transportation will permit fuller coordination
of all our research rescurces for the improvement of our entire
transportation system. Each mode will benefit greatly. But
most important, the Nation's intricate and extensive transporta-
tion network will be strengthened, and better able to serve the
complex needs of our society. This organizational change is
the key to a truly effective maritime program. Legislation to
accomplish this and other elements of the program I have
outlined is attached as an appendix to this statement.




Conclusion

A strong and healthy Merchant Marine has been a proud
element of our national strength. It can be so again.

It is deeply in the national interest that we revitalize
our Merchant Marine and make it both effective and competitive --
a maritime service which is not just barely kept alive by
Government subsidies and Government cargoes, but one able to
attract a significant share of our commercial trade as well.

I believe the program I have outlined will accomplish this.
With its passage, and with the cooperation of maritime manage-
ment and labor, we can realize the goals we have set. This
program provides the cornerstone on which we can build anew
the maritime tradition of the American past.
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IN THE NOUSE OF REPRESENTATIVES

Novesmner 9, 1967

CGamsare (for himself, Mre. Svooivax, Mr, Crans, Mr. Asneey, M
Iixoenn., Mr. Dowxrsa, Mre. Byexe of |"1'Iu1.-}'|1.'=tt|'|=|._, Me, Rocens of
Florida, Mr. Sresscerieee, Mr, Morrny of New Yok, Mr. Dow, Mr.
Famrim, Mr. Harmawax, Mr, Joxes of North Caroling, Mre. Hestosss,
My, Favvos, and Me. Froeoen) inteoduced the following bill: which was
referred to the Committee on Merchant Marine and Fishories

A BILL

To amend the Merchant Marine Act, 1936, and other statutes

to provide a new maritime program.

Be it enacted by the Senale and House of Bepresenta-
lives of the United States of America in Congress assembled,
That section 209 (b) of the Merchant Marine Aet, 1936 (46
ULs.CL 1119 (h) ), is amended by inserting hefore the period
at the end thereof a colon and the following: “Provided,
however, That for each of the fiseal years 1969 through 1973,
there is anthorized to he appropriated (1) for construeiion-
differential subsidy and the cost of national defense features

incident to construction, reconstruction, or reconditioning of
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ships for operation in foreign or noncontignons domestie
commerce, and for the acquisition of nsed ships pursuant to
section 510 of this Act, $300,000,000, to remain available
until expended; and (2) for research and development,
£25.000,000, to remain available until expended. For fiscal
vear 1964, there is also anthorized to be appropriated for
reconstrietion of the reserve fleet, §30,000,000, to remain
available until expended.”

Sie. 2. Seetion 211 of the Merchant Marine Aet, 1936
(46 U.8.C. 1121) . is amended as follows:

(1) Snbsection (h) is amended by inserting at the end
thereof, immediately hefore the semieolon, o comma and the
words “or which should he emploved as contract carriers”.

(2) Subseetion (d) is amended by inserting after the
words “services, rontes, and lines” a comma and the words
“or as contract carriers” and a comma, and by inserting
after the words “service. route, or line” a comma and the
words “or contract earrier’.

Sie. 3. Seetion 501 of the Merchant Marine Act, 1956
(46 U.S.C. 1151), is amended as follows:

(1) By striking the first sentence of subsection (a)
and inserting in lien thereof the following: “Any privately
owned shipyard or proposed shipowner who is a eitizen of
the United States may make application to the Secretary

of Commeree for a construction-differential sabsidy to aid
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in the construction of a new vessel to be documented nnder
the laws of the United States and to be used in the foreign
commerce of the United States.”

(2) By siriking ont of the sccond sentence of sub-
section (n) the words “the applicant”™ and inserting in lieu
thercof the words “the proposed owner of the vessel is a
citizen of the United States and™,

Sec, 4. Section 502 (n) of the Merchant Marine Aet,
1936 (46 U.S.C. 1152 (a) ). is amended by siriking the
word “applicant” wherever it appears and inserting in lien
thereof the words “proposed shipowner”,

SEC, 3. Bection 502 (b)) of the Merchant Marine Aet,
1936 (46 U.S.C. 1152 (b)), is amended as follows:

(1) By striking the first sentence and inserting in lien
thereof the following: “The amount of the reduction in sell-
ing price which is herein termed ‘construction-differential
subsidy” shall be computed by taking the excess of the fair
and reasonable estimate, as determined by the Seeretary,
of the cost of constructing a type of vessel in United States
shipvards (exeluding the eost of any features incorporated in
the vessel for national defense nses, which shall be paid by
the Secretary in addition to the subsidy) . over the fair and
reasonable estimate of cost, as determined hy the Secretary,
of the constrnction of that tvpe vessel (exelnding national

defense features as above provided) in a foreign shiphuilding
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center which is deemed by the Seeretary to furnish a fair and
representative example of the determination of the estimated
foreign cost of construction of vessels of the type proposed
to be constructed, and expressing the result as a percentage
of the fair and reasonable estimate, as determined hy the
Secretary, of the cost of construetion of that type vessel in
United States shipyards, and applying such percentage to
the lowest responsible bid, Subsidy rates shall be eompnted
separately for different types of vessels and shall be periodi-
cally recomputed but not more frequently than onee each
vear. In making his foreign cost estimate, the Secretary shall
review and consider any foreign cost estimates and substan-
tinting information sulunitted by operators, shipyards, or his
staff.”

(2) By striking the date “June 30, 1968" and insert-
ing in lien thereof the words “the expiration of three years
from the date of eunctment of this amendment™,

See. G, Beetion 504 of the Merchant Marine Aet, 19056
(46 U.S.L 1154) , is amended as follows:

(1) By inserting the designation * (a) ™ after the see-
tion nmber,

(2) By striking the word “applicant™ wherever it ap-
pears in the first sentence ad imserting in lien thereof the
words “proposed shipowner”.

(3) By striking in the second senfenee thereof the word

| -1
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“hid” wherever it appears and ingerting in lien thereof the
words “bid or negotiated price”.

(4) By inserting at the end of the third sentence thereof
hefore the period a comma and the words “or the negotiated
price”’,

(5) By inserting after the first sentence thereof the fol-
lowing new sentence: “Alternatively, the Secretary may,
in accordance with terms and conditions to be preseribed hy
him, permit the proposed shipowner to submit a negotiated
price together with backnp cost details and evidence that
the price is fair and reasonable,”

(6) By inserting a new subsection (b) to read as
follows:

“(h) Where a shipyard is the applicant, it may. in ae-
cordanee with terms and conditions preseribed by the Secre-
tary, request construction-differential subsidy  hased upon a
price. which las been negotinted with the proposed ship-
owner, 1 the Seeretary considers the negotiated price to be
fair and reasonable, e may become a party, to a ¢ontraet
hetween the shipyard and the shipowner and agree; to; pay:
the cost of national defense features and construction-differ-
ential subsidy compnted under seetion 502 (h) of this At
If the Seeretary determines that the negotiated price is not
fair and reasonable, he may request renegotiation in an effort
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to arrive at a fair and reasonable price. As an alternative to
accepting a negotiated price, the Secretary may, with the
consent of the shipyard applicant, request competitive hids
on the proposal, in which ease the applicant shipyvard may
be a bidder. In this event, the Secretary may becone 2 party
to-a contract hetween the lowest competitive bidder and the
proposed shipowner,”

SEC. 7. Subsection (1) of section 510 (a) of the Mer-
chant Marine Act, 1936 (46 U.S.CL 1160 (a) ), is amended
to read as follows:

(1) The term “obsolete vessel” means o vessel or ves-
sels each of which is of not less than one thonsand three
hundred and fifty gross tons; which has been owned by o
citizen or citizens of the United States for at least three
vears immediately prior to the date of acquisition here-
unders and which in the judgment of the Seerctary should
be replaced in the public interest,”

SEC, 8. Section 801 of the Merchant Marine Aet, 1936
(46 U.S.C. 1211), is amended by striking “fitles VI or
VII” and inserting in lieu thereof “titles VI, VII, or XTI,

SEc. 9. Section 804 of the Merchant Marine Aet, 1936
(46 U.8.C. 1222), is amended by striking the words “oper-
ating-differential subsidy wnder title VI™ and inserting in lien
thereof the words “operating subsidy under titles VI or

XIITY,
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SEC. 10, Seetion 805 of the Merchant Marine Aet, 1936
(46 U.S.C. 1223), is amended as follows:

(1) Bubsection (a) is amended by inserting after the
words “title VI the words “or title XIII",

(2) Subsection (¢) is repealed.

(3) Subsection (d) iz amended by inserting “under
titles VI or XIIT of this Act™ following the word “contrac-
tor” in the last sentence,

Sec. 11. Contractors with the United States are released
from the provisions of their contracts which were mserted
pursnant to the provisions of section 805 (¢) of the Merchant
Marine Act, 1936 (46 17.S.C. 1223 (¢) ).

Sec, 12, Beetion 810 of the Merchant Marine Act, 1936
(46 U.S.C. 1227), is amended by striking the words “oper-
ating-dilferential” and inserting in lien thereof the word
“operating”, and by striking the words “title VI and insert-
ing in lien thereof the words “titles VI or XTIT".

Sec, 13, Seetion 905 of the Merchant Marine Aet,
1956 (46 1U.S.C, 1244 (e) ), is amended as follows:
By striking in subseetion (¢) the words “nnder title VI"
and inserting in lien thereof the words “under titles VI or
XTI,

SEC, 14, The Merchant Marine Aet. 1936, 1s amended

by inserting a new tithe X to read as follows:
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“TITLE X—AID IN DEVELOPING, CONSTRUCT-

ING, AND OPERATING PRIVATELY OWNED

NUCLEAR-POWERED MERCHANT SHIPS

“8Sec. 1001, The purpose of this title is to further im-
plement the policy declared in section 101 of this Act, by
fostering at the least cost to the United States the develop-
ment, construction, and operation of privately owned nuclear-
powered merchant ships whose designz embody significant
departures from the designs of existing mmelear-powered mer-
chant, ships which may lead to reduction of the cost of con-
strocting and operating  future nuelear-powered merchant
ships.

“SBre, 1002, The SBecretary of Conumerce is anthorized
to invite from citizens of the United States proposals for
the development and construction of nuelear-powered mer-
chant ships for operation in the domestic or foreign com-
merce of the United States. ineluding trade on the Great
Lakes. Proposals shall be invited only for the development
and construetion of nuelear-powered merchant ships (1) of
tvpes and general speeifications  (whether dry eargo, Tiguid
hulk earrier, or other) determined by the Secretary of Com-
merce, and (2) with nnclear propulsion systems of general
types and conceptual designs which the Atomie Energy Com-
mission has determived could reasonably be expected to

accomplish muelear power base development program ol-
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jeetives more quickly, more effectively, or at lower cost
than other nuelear propulsion systems (these would include,
without limitation, objectives of dependability, reliability,
operability, and the acquisition of data that would be of value
to the future development of merchant marine nuelear pro-
pulsion systems) . Eaech proposal shall include a detailed de-
seription of the proposed ship or ships; their contemplated
use in conunerce: the proposed development, construetion,
and operating programs; the technieal justification and de-
tailed estimate of development, constrnetion. and operafing
costs: the amount of aid applied for itemized separately for
the development, construetion, and operating programs: and
such other information ag the SBecretary directs.

“Sec. 1003, The Seeretary, in cooperation with the
Atomiec Energy Commission, shall evalnate all proposals
determined to be responsive to the invitation and shall select
from them the proposal or propoesals which will most closely
carry ont the purposes of this title. If the Secretary deter-
mines that the person who submitted a selected proposal,
although such person may have had no experience in the
operation of nueclear-powered ships, possesses the ahility.
experience, financinl resonrees, and other qualifications neees-
sary to enable him to operate and maintain ships in that
area of the domestic or foreien commerce of the Tnited

H.R. 13940—2
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States  (eluding trade on the Great Lakes) in which he
proposes to operate the proposed ship or ships, the Seere-
tary may negotiate the award of a contract with such person
(hercafter called the applicant) for the development and
construction of the proposed ship or ships. The Seeretary
may require such modifieations in the proposed ship or ships
a8 he deems desirable, taking into acconnt the views of the
Atomic Energy Commission with respeet to modifications
of the nuelear propulsion svstem. and the views of the Seere-
tary of Defense with respect to national defense features,
The Secretary may agree to provide so much of the aid
authorized by section 1004 of this title as he determines is
necessary to carry out the purposes of this title, taking into
consideration the finanecial risk to the applicant, and the con-
tribution which the development, construction, and operation
of the proposed ship or ships may make toward carrying
ont the purposes of this title.

“Sec. 1004, (a) (1) In conneetion with the develop-
ment and construction of vessels proposed and selected pur-
suant to section 1003, the Secretary may offer the following
assistance :

“(A) With the scientific and engineering adviee
of the Atomic Energy Comimnission, he may assist in
negotiating the award of and become a party to con-

tracts between the applieant and the developer for the

10

23
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development of the proposed nuelear-powered merchant
ship or ships, including the first fuel cores. He may agree
in snch contracts to pay the developer all of, or part of,
the exeess of the cost of developing the proposed ship or
ships, inelnding national defense features and the first
fuel cores, over the estimated fair and reasonable cost
of developing a comparable conventional ship or <hips
without national defense features,

“(B) He may hecome a party to contracts between
the applicant and the builder for the construetion of the
proposed nuclear-powered merchant ship or ships, and
may agree in such contracts to pay the builder all of,
or part of, the excess of the cost of constructing in the
United States the proposed ship or ships, including na-
tional defense features and the first fuel cores, over the
estimated avernge weighted fair and reasonable foreign
cost of construeting a comparable conventional ship or
ships without national defense features: Provided, how-
ever, That if the ship or ships are to be operated in the
domestic  trade  (exeept the noncontignons  domestic
frade) aid under this paragraph is limited to the excess
of the cost of construciing in the United States the pro-
posed ship or ships, ineluding national defense features
and the first fuel eores, over the estimated fair and

reagonable cost of construeting a comparable eonven-
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12
fional ship without national defense features in the
United States.

“(2) The Seeretary may also assist in training crews
for the ships; plan and design or assist in planning and
designing appropriate shore facilities to service the ships;
make available to the applicant, with the consent of the
Atomic Energy Commission, appropriate classified mforma-
fion; provide research and development in Government
laboratories which have faeilities, personnel, or cquipment
not available in private laboratories, with the consent of the
department or ageney which operates the laboratory, and
with or without charge to the applicant; and provide, with-
out charge, design review services, ship construction inspec-
fion services, and ship operation advisory services,

“(3) If. under section 184 of the Atomic Energy Act
of 1954 (42 U.B.C. 2224), the Atomie Energy Commission
consents to the ereation of a mortgage or lien on the nuelear-
powered merchant ship, and if the loan and mortgage are
cligihle for imsurance mder fitle X1 of this Aet. the Seere-
tary may insure under that title the interest on and the
unpaid balanee of the principal amonnt of the loan and
maortgage., In defermining the applicant’s eligibility, the
Secretary is not required to make the finding required by
subsection (e) of seetion 1004 of this Aet, The Secretary

may make the findings required by subsection (a) (1) and
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(B) (1) of seetion 1104 even though the applieant has had
no experience in the operation of nuelear-powered merchant
ships. The applicability of section 184 of the Aomic Energy
Aet of 1954 to the ship shall not prevent a mortgage on the
ship from being a preferred mortgage mder the Ship
Mortgare Aet, 1920,

“(b) In providing the aid specified in subsection (n) of
this section, the Seeretary may, npon pavment of the costs,
and with the consent of the department or agency concerned.
avall himself of the unse of licenses, information, serviees,
facilities, offices, and employees of auy execntive department.
independent establishiment, or other agency of the Govern-
ment, including any field service thereof.

“(e) Seetion 505 (a) of this Aet shall apply to all ships
whose construction is aided under this title,

“Sec. 1005, Each applicant for aid under this title <hall
agree that if the ship. after its construetion is completed. ean-
not at any time be operated for a period of more than thirty
days becanse of an internnion dizpute in which the fact thai
the ship is nuclear powered iz an important element, the
owner will, if so directed by the Secretary of Commerce,
place the vessel up for sale at competitive bidding. with a
minimnm price in the amount that wonld he paid if the vessel
were requisitioned for title, and on such other terms and eon-

H.I. 13940——3
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ditions as the Secretary of Commerce determines will be eon-
ducive to the continued operation of the ship. This obligation
shall run with the title to the vessel,

“REce. 1006, Any ship developed and constroeted with
aid npder thns title shall be doenmmuented vnder the laws of
the United States and shall remain so doeumented for twenty-
five vears or so long as it is propelled by nuelear propulsion,
whichever is longer,

“See, 1007, Ships whose construction is aided under
this title are eligible to receive operating-differential subsidy
puder whatever system is in foree when the ships go into
operation if the applicant qualifies under the statute.

“SEc., 1008, Authority to contract for the development
or constrietion of ships nnder this title expires at midnight
on the last day of the sixtieth month following the month in
which this title is enaeted.”

SEC. 15, Beetion 152 of the Atomie Energy Act of
1954, as amended (42 U500 2182), iz amended as
follows:

(1) By inserting in the first sentence thereof innmmedi-
-.'I“'I:i' after the words “with or for the henefit of the Comn-
miission” o conpua and the following : “or with the Seeretary
of Commeree nuder the authority of title X of the Merchant
Marine Act, 1936, as amended”™.

(2) By striking the words “by the Conmmssion™ in
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the first sentence and inserting the words “by the Com-
wission or the Secretary™,

SEC. 16, Subsection (1) of seetion 170 of the Ntowic
l":n-.'l';_f_'q' Act of 1954, as amended (42 1T7.85.0, 2210(1)).
1= amended by serting o the first sentence thercol -
mediately before the period a comma and the following:
“or any ship whose development or construction is aided
under title X of the Merchant Marine Net, 1936 as
anended .

SEc. 17. The second sentence of the second paragraph
of section GOT () of the Merchant Marine Aet. 1936 (46
s 1177 () ), is amended by inserting after the words
“authorized under section 613 of this title” a conuma and
the words “or new nuclear fuel ecores for vessels” and a
COTRnin.,

SEC. I8, Seetion 1104 (a) (5) of the Merchant Marine
Aet, 1936 (46 UK., 1274 (o) (5) ). is amended to read
s follows:

*(5) shall seenre bonds, notes, or other obligations
hearing interest  (exelnsive of preminm: charges for in-
suranee, ad serviee 1'h:|l’gl*.-‘. if ml_'r',i il rates not fo ex-
ceed sueh per centum per annum of the prineipal
obligation ontstanding as the Secretary of Connneree
deterinines to he veasonable, taking into aceonnt the

range of interest rates prevailing in the private marker
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for similar loans and the risks assumed by the Depart-

ment of Commeree;”

See, 19, Seetion 1106 (2) of the Merchant Marine Aet,
1956 (46 U.8.0C, 1272(2) ), is amended by inserting after
the words “for reconditioning or reconstructing the mort-
gaged property” the words “or to provide a new nuelear
fuel vore for the mortgaged property™.

SEc. 20, The Merchant Marine Aet, 1936, i= amended
by inserting a new fitle XIIT to read as follows:

“TITLE NITI—EXPERIMENTAL OPERATING

SUBSIDY

“Sec. 1301, The Seeretary of Conunerce is authorized
to enter into five-vear experimental contracts with liner
operators for the payment of operating subsidy for the opern-
tion of liner vessels in the foreign eommerce of the nited
States and with owners of dry bulk vessels built after the en-
actment of this title for operation as contraet carriers in the
foreign commerce of the United States, subjeet to sneh terms
anl eonditions as the Secretary may determine.

“Bee. 1302, A subsidy eontract may be awarded on any
service wWhich the Secretary, in his diseretion, without pub-
lie hearing, determines is not adequately served. Applicants
for such contracts must meet the eligibility requirements of
seetion 601 of this Act. The Seeretary, in his discretion,

may apply the provisions of sections 605 (a) and (h). 606
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(), (6), and (7), 607 (a), (b), (e}, (d), (e), (F),

and (g), 608, 609, 610, and 611 of this Aect, or any of
them, to contracts entered into under this fitle, He may also,
in his discretion. apply the provisions of seetion 607 (h)
to contracts entered into under this title with liner operators.
“Sec. 1303, The amount payable during the first year

of the subsidy contract shall not exeeed the difference he-
tween the costs ineurred in operating the ship for insurance,
wages, maintenance and repair, and the eost of such items in-
curred in the operation of a comparable ship under the flag
of a foreign country whose ships are substantial competitors
of the subsidized ship, During the subsequent vears of the
coniract, the amonnt of subsidy shall be computed in such
manner as the Secretary in his diseretion may determine. In
developing any new system the Secretary shall be guided
by the overriding prineiple that the system must contain in-
centives which ecan be reasonably expected to rednee nnit
costs of subsidy in the fnture. Such incentives may include
the nge of an objective index or indices to govern the annual
change in costs eligible for subsidy, the nge of a formula or
formulae reasonably relating the amount of subsidy pavable
to the pi."I'f{H'llm-!‘u‘{' or |1l‘m]t'll'!inn of subsidized .f:{:r'l.'fl_-p, or the
nse of such other reasomable approaches to the determination
of the amount of subsidy as the Secretary may in his discre-

tion establish.
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“SEC. 1304, Buch contracts shall provide that upon their
termination the operator shall have the option of receiving a
contract for the operation of his vessels under whatever sub-
sidy system i in foree at that time, or of selling his ships to
the Government for a price not to exceed their depreciated
hook valune.”

SEC. 21, (1) There i= hereby established a Conmission
to be known as the Commission on American Shiphnilding
(hereinafter referred to as the “Commission™) . The Clom-
mission shall be composed of six members, appointed by the
President. At least one member shall be from the United
States shiphuilding industry. Members of the Commission
shall be appointed for the life of the Commission. The Presi-
dent shall designate one of the members of the Commission
a5 Chairman, Four members of the Commission shall con-
stitute a quorum.

(2) Members of the Commission shall each be entitled
to receive S100 per diem when engaged in the actual per-
formance of duties vested in the Commission, including
traveltime, and while away from their homes or regular
places of business may be allowed travel expenses, including
per diem in lien of subsistence, as authorized by title 5 of the
United States Code for persons in the Government service

employed intermittently,
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(3) The Commission shall meet at the call of the Chair-
man or at the eall of a majority of the members thereof,

(4) The Commission shall have the power to appoint
and fix the compensation of such personnel, as it decms
advisable, subject to the civil service laws and the Classifica-
tion Act of 1949, as amended,

(5) The Commission may procure, in accordance with
the provisions of title 5 of the United States Code, the tem-
porary or intermittent services of experts or consultants;
individuals so employed shall receive compensation at a rate
to be fixed by the Commission, but not in excess of $100 per
diem, including traveltime, and while away from their homes
or regular places of business may be allowed travel expenses,
including per diem in lien of subsistence, as anthorized hy
title 5 of the United States Code for persons in the Govern-
ment service employed intermittently,

(6) The Commission shall conduet a study of the extent
to which Federal assistance to the private shipbuilding indus-
try in the United States is necessary to preserve the com-
petitive position of such industry and to preserve a national
capability for the building and repair of United States mer-
chant and Tnited States naval ships,

(7) The Commission shall not later than three vears

after the date of enactment of this Act submit a comprehen-
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1 sive report of its findings and recommendations to the Presi- 1 to conduet the proposed operations of the fishing vessel fo
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2 dent and to the Congress, and thereafter shall cease to exist. meet competitive Eum_ﬁlimm audl promote the ntilization of

a SEc. 22, The Merchant Marine Aet, 1936, i amended 4 lishery resources.
4 by inserting a new title XIV to read as follows: 4 “BEC. 1402, Tiras axp CoxpiTioNs or CONTRACT —
5 The Secretary shall inelude injeach contract a provision—

5 “TITLE XIV—REPLACEMENT AND EXPANSION OF
UNITED STATES NONSUBSIDIZED MERCHANT b “(a) that any new vessel constructed under a con-

6

> AND FISHING FLEETS tt traet will be built in a shipyard in the United States un-
£ T el 8 der a contract with a shiphuilder entered into, after the
9 (a) For the purpose of promoting the construetion or aequi- ? effective date of this Act;

10 sition of new merchant vessels or the substantial reconstrue- 10 “(b) that any new vessel acquired under a contract
11 tion of existing merchant vessels and for other purposes L Dwill be one that was built in a shipyard in the United
12 authorized by this Act, the Secertary of Commerce may ( X ( 12 States for the United States Govermment under a con-
13 enter into contracts not to exceed twenty vears with any ia tract with a shipbuilder entered into after the effective

14 person who is a citizen of the United States if the Secretary L date of this Act;

15 determines the person possesses the ability, experience, 32 - {e) that any vessel substantially reconstructed un-
16 [linancial resources, and other qualifieations necessary to 16 der a contract will he one that was built in a shipyard in
7 enable him to conduct the proposed operations of the mer- 17, the United States and will be substantially reconstrueted
18 chant vessels as to meet competitive conditions and promote 18 in o shipyvard in the United States mider a contract with
19 United States domestic or foreign commerce, 19 a shiphuilder entered into alier the effective date of this
20 “(b) For the purpose of prometing the construction of e Act;

o1 mew fishing vessels, the Seeretary of the Interior may enter 4 “(d) that any vessel eonstructed, acqnived, or sub-
o9 into contracts not to exceed twenty years with any person & stantially reeonstructed under a contract will be of a
99 Wwho is a citizen of the United States if the Secretary deter- # type, size, and speed that the Secretary determines to he
94 mines the person possesses the ability, experience, financial C £ : suitable for use on the high seas or Great Lakes;

resources, and other gualifications necessary to enable him “'l:'-"] that any vessel constructed, aequired, or sub-
25 ’ I 3 .
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stantially reconstructed under a contract negotiated un-
der section 1 (a) will be of a type which the Seeretary of
the Navy certifies is suitable for economical and speedy
conversion into a naval auxiliary or otherwise suitable
for use by the United States in the event of war or na-
tional emergency ;

“(f) for the ereation and maintenance of a eapital
reserve fund;

“(g) for the approximate number and type of ves-
sels which the contractor will eonstruct, aegunire, or sub-
stantially reconstruet subjeet to modifieations and exten-
tions upon a showing to the satisfaction of the Secretary
of acceptable reasons for modifications or extensions;

“(h) for additional terms and conditions consistent
with this Act, that the Secretary determines to he neces-
sary to protect the interest of the United States;

“(i) for the early replacement of any war-built
vessel used in the movement of eargo nnder section
901 (b), Merchant Marine Act. 1936, as amended ;

“(j) that each contractor agrees not to mcur any
purchase money indebtedness with respect to any vessel
constracted, acquired, or substantially reconstructed
ander a contract without the prior consent of the Sec-
retary ;

“(k) that upon failure of the contractor to con-

i
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struet, nequire, or substantially reconstruet any vessel as
provided in the contract as modified or extended, all
deposits of the contractor will be withdrawn from the
fund with the same tax consequences as result from
withdrawals from the funds created by section 607,
Merchant Marine Aet, 1936, as amended, and no fur-
ther deposits may he made by the contractor nutil a new
contract is negotinted; and

(1) that the contractor agrees that any vessel con-
striucted or acquired ander a contract will remain doen-
mented under the laws of the United States for twenty-
five vears from the date of its delivery by the shipbuilder
and any vessel reconstructed under a contract will re-
main docimented under the laws of the United States
for the remainder of its economic life as determined hy
the Sceretary.
“REC. 1408, CREATION AND MAINTENANCE oF ('API-

TAL Reserve Fuxp— (a) Eaeh contractor shall ereate and

mwaintain for the daration of the contract, in depositories ap-
proved by the Secretary, a capital reserve fund under the
joint eontrol of the operator and the Secretary.

“(h) Each conteactor shall deposit in the capital reserve
fund as is required to be deposited by subsidized operators
nuder section GOT, Merchant Marine Act. 1936, as amended,

the procecds of sales of vessels, the proveeds of nsurance
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and indemnities, the depreciation charges ns earned, and
the carnings made on deposits in the capital reserve fund,
and shall ammally deposit any percentage of differential
payments received on the movement of cargo under section
901 (b), Merchant Marine Act. 1936, as amended, that
the Secretary determines ig from profits and is necessary fo
fulfill the contractor’s obligation mnder the contract.

“(¢) The contractor may deposit in the fond other earn-
ings from his vessel operations.

“Sre. 1404, Tax DepeErMENT Or DEPOSITS IN THE
Fuxp.— (a) Deposits of capital gains into the fund are taxed
in the smne manner as deposits of capital gains by subsidized
operators under section 607, Merchant Marine Aet, 1936, as
amended,

“(b) Deposits of earnings and differential payments into
the fund are taxed in the same manner as deposits of earnings
of subsidized operators under seetion 607, Merchant Marine
Act, 19346, as amended.

“Sgo. 1405, Wrraprawars Froy 1o Fuxp—Con-
tractors may withdraw deposits from the fund with the same
restriction and limitation, under the same conditions and with
the same tax consequences as deposits may be withdrawn
from the capital reserve fund by subsidized operators under
section 607, Merchant Marine Act, 1936, as amended.

“Qro. 1406, Investvest oF THE Fusp—Contractors

10
11
E

13

23

D
may invest deposits in the fund mider the conditions and with
the same restriction as deposits of subsidized operators under
section GOT7. Merchant Marine Act, 1936, as amended.

“Nec. 1407, DISCONTINUANCE OF DIFFERENTIAL PAY-
MENTS.—No operatar of a nonsubsidized vessel may receive
sy differential payments for eargo moved by such vessel
wnder section H0L (), Merchant Marine Net, 1936, as
amended, unless the operator has coneluded a contract with
the Seeretary nnder this Act before January 1, 1968,

“SEe. 1408, DEFINITIoNs.—In this Aet—

“(a) “Contract’ means a vessel construction, sequisition,
or recoustrietion contract authorized by this Aet,

“(h) ‘Differential payments” means the payments made
by the United Siates Government to operators of United
States-flag merchant vessels for the movement of eargo under
section D01 (h), Merchant Marine Act, 1936, as amended, at
rates in excess of world market rates,

“(e) *‘Docomented’ inclndes enrolled.

“(d) “Earnings from the operation of vessels’ inclndes
hire from bareboat charters,

"ll:l‘} “Harnings made on rIt'|nwi[ﬂ' TEI TS i'!inli"f-."-‘: 0l
funds deposited as well as earnings on acenmulated earnings
and gnins made on sale of securities,

“(F) “Fond® means the eapital reserve fund anthorized

hy this Aet.
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“(g) ‘Nonsubsidized vessel' means any vessel not in-
cluded in an operating differential subsidy contract nnder the
Merchant Marine Aet, 1936, as amended.

“(h) ‘Person’ ineludes eorporation,

“ (i) “Reconstruetion” means the substantial reconstrue-
tion and major modernization of a vessel if the Seeretary
determines that the objectives of this Aet will he promoted
by such reconstruction.

“(J) Secretary’ means the Seeretary of Commerce in
reference to powers and duties relating to contracts for the
construction, acqguisition, or substantial reconstruction of mer-
chant vessels and means the Seeretary of the Interior in
reference to powers and duoties relating to contracts for the
comstrnetion of lishing vessels,

“ (k) ‘Subsidized operators’ means persons who have an
operating differential subsidy contract nnder the Mereham
Marine Aet, 1936, as amended,

“(I) *Vessel' includes non-self-propelled vessels, eargo
containers, eargo vans, and other related equipment.

“(m) “War-Imilt vessel' means a vessel as defined in

section 5, Merchant Hhip Sales Aet, 1946
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A BILL

To amend the Merchant Marine Aoty 1956, and
other statutes to provide a new maritime
program.

By Mr. Gagaare, Mre Svrnnvax, Mr. Crank,
Mr. Asmey, Mr. Dixeenn, Mr. Dowsrsa,
Mr. Byrxe of Pennsylvanin, Mr. Rosens of
Frorma, Mr. Stooenermenn, Mr, Moreny of
New York, Mr. Dow, Mr. Kawra, Mr. Hata-
awar, Mr. Joxes of North Carolina, Mr.
Hrisroskr, Mr. Favuox, and Mr. Frienen
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Union Calendar No.

2 1 R, 13940

[Report No. ]

IN THE HOUSE OF REPRESENTATIVES

Noveamen 0, 1967

Mr. Gaexatz (for himself, Mrs. Sviravax, Mr, Crarg, Mr. Asuvey, Mr.
Dixgerr, Mr. Dowxixe, Mr. Byrxe of Pennsylvania, Mr. Rockns of
Florida, Mr. Srusnierrern, Mr, Mureny of New York, Mr. Dow, Mr.
[Canrit, Mr. Harnaway, Mr. Joxes of North Carolina, Mr. Herstosk,
Mr. Farrox, and Mr. Frrever) introduced the following bill; which was
referred to the Committes on Merchant Marine and Fisheries

Juxe 1068

Reported with an amendment, committed to the Committee of the Whole House
on the State of the Union, and ordered to be printed

[Btrike out all after the ciacting clanse and losert the part printed in dtalic)

A BILIL
To amend the Merchant Marine Act, 1936, and other statutes
to provide a new maritime program.

[

Be it enacted by the Senate and House of Representa-

[ &=

tives of the United States of America in Congress assembled,
3 That seetion 200{h} of the Merchant Masine et 1036 446
4 TS.C. 11107b)) is amended by insexting before the period
5 @b the end theveof o eolon and the fellowings “Previded;
6 however; That for ench of the fiseal years 1060 thronch 1073;
J. 95-234—1
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there is anthorized to be nppropristed 11} for eonstrnetion-
diffeventinl subsidy and die eost of nationn! defense featnres
Seldent fo ponsirpetions peeopsiieboss oF reeonditionine of
mm&&wﬂmmﬂmmwn
seetiep b el phis e HELLORDLLG. th pelneih avaiinble
until expendeds md 2 for resenreh and  development;
wery HHEH there onde pntherized to be npproprinted for
reconstenetion of the reserve fleel; $30,000.000; to remain

She: 2: Seetion 24+ of the Merehant Marine -\et; 1036
therens ool Before the sernie borg o enmmmn snd the
words Zop whieh shonld he omploved ns eontrnet eneriers™

{2} Bubsection {d} is amended by inserting after the
weortls Sservivess rontess sid BoesS 0 eoninn and the mrﬁ!u
SoF ns conbmel enrrers— s & eonting gid b hserbing
efter the words Sserviee; rente; or lne” a connns mnd the

Spes i Reetion S0 of the Merchane Mvine el 056
A5 B LR i e as Sl

{1} By striking the first sentenes of subsection {a)

it Bsertine in Ben theseo! the followinegs Shme privatele
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Liowned shipynrd or ‘propesed. shipdwnes whe 38 o citizen of
20 the Enited Stwtes iy minke appliention o the Seeretaiy
311 6f Conmmerve for a condtmedon-diferentind snhsidy o wid
"4 ik the eonstitetion of g nes vessel o he doimented ander
|5 whe lnwi of the United Pratds nnd to be used in the forcien
116 commieree of the tritted States= i To ooy

T o423 By steilang ont -of the' sevond: sentence of sub-
8! section (&) the words “the appleani™ end haserting in lew
9! thereof the words “the proposed ewner of the vessed is
10  eitizen of the Enited States andl ¢ 00 o2 Lo b Ul
1y Bpe: 4 Section 502{a)-of the Merehimt Marine Aet;
121936 {46 T80 114524 )s is nmmended by steikine the
13 avord Sapphesnts ahereves B anpes wnd Beesdeg b e
Ik ! theveof the words “propesed shipownes2 -+ 1~ 1
13:6 1 Spee 5w Seetion 502-{b)- of the Merehnis Marine ‘et
16° 21036 {46 -850 1452b1); is mmended ns Tollowss 11 1
17 {3 B striking the fiest sentence and inserbive i lien
18.-thereot the folowinas “The maormt of the seduction in sell-
19: 1 jna: pries sehiek 3 herein temned “consinetiondilferentinl
20 cubsidy? shall he computed by tiling the diess of the faie
21 and reasonablé estimate; as deteimtined by the Seeretary;
22 of the eost of eonstruecting & bype of sessel in Lnited States
23~ chipyeards fexeluding the ‘eost of any fontures incorporated in
24 e vessel for nationnl defense wses; avhieh shall He paid by
25 the Secretiey it addition 1o the sbsidids over the faie and

e E =
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reasonnble esthnnte of vost a5 determrined by the Seeretarys
of the constraetion of thet fepe vessel fexelnding ptionnd
deferse fonbirres ws above providedd 1o foreben shiphadine
vetrter which is deenred by the Seeretary to furnish & fair and
represeptative exmmple of the determination of the estimnted
foreien eost of constrnetion of vessels of the tepe proposed
b b eonstraeteds and expressinge the result as o pereentage
of the fnir and reasonnble estimnte; as determined by the
Beeretarys of the eost of constrnetion of that type vessel in
Enited States shipyards; and applying such pereentage to
seprrrtele for different tepes of vessels and shall be pertodi-
eally reeomputed but nel mere frequently then onee each
Hetiee information subinitted b opeestops shiprerads; or his
e in len thereof the words “the expiration of three years
from the date of ennetrment of tis amendment’

SR G Seetion 504 of the Merehaut Marine Aet; 1936

1) By inserting the desionntion “fa}” after the see-
et s s

12} By striking the avord “applicant” sherever it ap-
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peass in the first sentence and inserting in lien thereof the
43) By striking in the second sentence theresf the word
“hid” wherever # appears and sertng in Hen thereof the
{4 By inserting ot the end of the third sentenee thereof
hefore the pertod & oot wnd the words Do the neaoiinged
priee:

{5) By inserting alter the first sentence thereof the fol-
in aeoordance with texms nnd conditions to be presesihed by
i perinit the proposed shipowner to subait g pegotinied
the prive s fuir nid ressormhle

{6} By inserting & new subseetion {h)} to read as
follews:

thy Where n shivenrd b the applennt; B ommys ione
b Fedest eobstrieion-diiorentind sibsidy bosed apon n
owner: If the Seevetary considers the negotinted price to be
i&hm&m&aﬂahﬁm&yhﬁaﬂﬁwﬁyi&nm
hetween the shipreed and the Sdpevies sad novee b s
the eost of nutiond deferse ferbires med eomtretondiies

entinl subsidy eompited mder seeton 0B of s el
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1 the Beeretary determines that the necotinted price is not

e onrrve st o ke men seese bl s S plieramtive ta
neeepting a neeotinted priee; the Seevetary may; with the

eonsent of the shipyard applieant; request competitive bids

on the proposal in o whiel ense the nppliennt shipyaed wne
‘be & bidder: In this event; the Seeretary may beeome o party

to # eoitenet Between the lowest eompetitive bidder and the
 SBes T Subseetion {1 of seetion HH0{n} of the Mer-
ehint Mavisie 2ot 1086 {46 18,6, 1160{a}J+ is amended
to read as followss . L ' :
Y e term ‘ohsolete vesdel means s vessel or ves-
sels ench of which is of net less than ene theusand three
eitizen or eitizens of the Tnited States for at least three
yenrs immedintely: prior to the date of aequisition here-
under: and svhieh in the judsment of the Seeretary shenld
be replaeed in the publie interec’

Se: & Seation 801 of the Merehant Maring Aet; 1036

{46 LS. 1211) s amended by stidkine “ides VI or

NI and inserting in liew thereof “fittes Y1, VI, o8 NHI
Spe. - Seetion 804 of the Merchant Marine Aet: 1026

L4 TS 1999) iy snended by striking the words “oper-

ntina-differentinl subsidy snder title VI2 and inserting in lie

*




b

a3

10

T

12
13
14

16
17
18
19

7
thereof the werds “operating subsidy wnder titles VI o

Bt 10 Beehon 2005 of the Mepchont Mavine et 4056
by S 22ahs b onmended s followss

) Suhseetion n) s mnended by hiserting witer the

2 Hubsection e s repenteds

13 Stiheetion tdp s mmended by serting Sander Gdes

A o N of dhis e fedlbee the svord Seontraeters b

the st sertenes

from the provisiens of their econtmets which were inserted

pusseant to the provisions of seetion 805-e) of the Merehant
S56: 12 Section 810 of the Merchant Masine Aet; 1036

mtinz-differentinl” and hiserting i Hew thereol the word
Sopernting and by steilive the werds SHde A wnd

- isertthe b Hen thereol the words SHdes AL or NS
20

S6: 13- Beetion P05 of the Merehant Muarine et; 1056

~in lien thereof the words “under titles T ox XIS

< 2D, by inserting a new Hitke X to read as folows:
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SPPLE X—AID IN DEVELOPING, CONSTRUCT-

b AD oPERAHR G PRPASYEERY oW D

“Spe. 1601 The purpose of this title is to further im-
plement the poliey deelnred in seetion 104 of this Aet; by
fosterine at the lenst eost to the Fnited States the develop-
ment; eonstrtetions and opertion of privately owired rrelear
powered merchant ships whese designs cmbedy signiSeant
deprrtares feom the desiens of existing preles-powered er
ehant ships wehich may load to reduetion of the eest of eon-

SR Hnt The Seeretary of Cotneres is anthorized
to invite from ecitizens of the United States propesals for
ehnpt ships foe epesstion in the demestie or fopelen eom
meree of the United States; ineluding trade on the Gurens
pih eonstrieting of pelopepewered perchint ships {31 of
bulk enrrier; or other). detenmined by the Searetary of Com-
merees sted L20 awith mnelene propilsion systems of eenersl
mission hins determined eould rensonsbly be expected to
seeotttplish piedent power base development progeam ob-
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jeetves more qruicklys mere effcetively; or at lower eost
thnn other naclens propulsion systenis {these would inelnde;

operahilitg and the sequisition of datn thet wonld be of value
to the fntuee development of tevelingt thasine snekear pro-
pilston systermst Bach propesal shall inelnde a detniled de-
seription of the propesed ship er ships: their contemplated
s eperitne procermee the fechaiond Justifiention md Je-
tared esthnate of developent; vonstrietion; and operating
costs: the amount of aid applied for itemized separately for
the development; econstrnetion; and eperating programs; and

- sieh other informmtion as the Seeretiry divects

 rtomie Bnergy. Commission; shall evaluate ol proposals

determined to be responsive to the invitation snd shadl selees
{rom them the propesal or proposnls which will most elosely
enriy onb the purposes of this tithes W the Reeretary detes
mites that the person who submitted & selected proposal;
whthotteh sael person ey have Jid no experionee in the

apeention of wuelenposwered ships; possesses the ahilib

 experienee; finnneind resanrees; and other qunlifientions neces-

sary to ennble him to operate snd mnintein ships i thet
nren of the demestie or forcksn eommneree of the Hubted
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Stntes {including trade on the Great Tmkes} in which he
propeses to operate the propesed ship er ships; the Seere-
by iy newotinte the avard of o eontraet with such person
{herenfter enlled the applieant) for the development and
eonstrnetion of the propesed ship or ships: The Beeretary
b peepive sk todifiontions tthe proposed <hip e <hipe
s he deems desinble: taking brte neconnt the views of the
Artomnie Jinerey Connission with respect to modiieations
of the nrelews proprdston cestor and the slews of the Beere-
tary of Defense with respeet to netionsl defense featnres
The Seeretary may agree to provide so mueh of the aid
anthorized by seetion 004 of this tithe as he determines is
Preppsenpts o enbey ont dhe preposes of Hise e tekine dnte
corsidertion the Araneind sk to the apphesnt; md the con-
of the proposed ship or ships may make toward cormving
et the prrposes of this Hitde:
ment and constrretion of vessels propesed and seleeted pr-
st b seetion 005 the Reeretary may offer the followine
prsbalatiess
A With the seientifie and ensineering advies
of the Momie Bnersy Commission; he iy nssist in
nosotintine the mward of and hecome n prirly to eon-

traets hetween the applieant and the developer for the
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develapirent of the Deeposed elorepiovered merelnng
shipr o shipss ehuing the Sest fel voress Hhe iy spee
i sieh eondrnets to pry the developer all of; or part of;

 the exeess of the cost of developing the proposed ship or
sk brehiding patiom defense featities ad the diese

fuel eores; over the estimnted faie and reasennble eost
of developing n comprrnble conventionsl ship or ships

B He sy beeotde v paebe te eotterels bebween
the apphicant and the builder for the eonstenetion of the
prropesed tebenstoncered tnerehnnt ship o Shipss ned
mey paree iosieh eontinets to proe the builder wib of

¢ or part of; the exeess of the cost of constrieting i the

ﬁm&i&e&mek&%&w&&&d%ﬁﬁhﬁemew;%

© east of constrneting n compninble conventionnl ship or
ewers That H the ship o ships nee to be opernted in the

trade} nid under this paragraph is limited to the exeess

' of the eost of eonstrieting i the Tiited States the pro-

and the first fnel eores; over the estimnbed fnie and

pensennhle eost of constructing w compumble eonven-

- ———— e ———— LA A
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tional ship awitheut nationsl defense features in the O

Frited States:

Sy Phe Reerefare by nlye pssist i tenining erews
for the ships: plan and design or assist in planning and
desianing approprinte shore fneilities to servive the ships:
make avatable to the appleant; with the eonsent of the
tionns provide resenreh md deselopment iy Government
Ihersbories whicl bave frellies; persinnel oF eqhipriest

o wentbide beoprbeete Inbeentories with the somsent of the

with oF witheut eheroe to the appliennts and provide; with-
Hew servives nhd ship opemtion sdvisory sepvioes

o I under seetion 124 of the Atonie Jinerer Aot
of 1054 42 T-S.C. 2234} the Atomie Enerey Commission
eonsents to the ereation of & morteage or lien on the nuelear-
powered merchant ships and H the loan and mortense ave
eligthle for dnsmennee wnder titde XT of this el the Seere
wipeid babinee of the prineipal mmonnt of the loan and
mertense: In determining the applieant’s eligibiling the
Seeretnry ionob sequived to mnke the finding vequired hy
subseetion 4} of seetion 4004 of this Aet The Seeretns

iy il the fndines required by subsection 4
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it of seetion HHB4 even thongh the spplicant has had
Her exprerietee He Hie opeentiog of sielem=peoaered tesehn
ships: The applieability of seetion 184 of the Atomie Bneray
et of $H05E to the ship sl not prevent o omortsnse va the
ship from being a preferred morizase ander the Ship
Mortgage Aet; 1020
stk with Hie eotsent of the depmsiinent oF ngeiey conereneds
avail himself of the wse of lLieenses; mfommabion; sepvices:
fneilities; ofhices; and employees of nny exeentive department;
independent establishment; or other ageney of the Govern-

et Beetion pbodbeb of s et sl npply b al} ships
whose eonstretion is wided wider this Hides
waree that H the ship; plter Hy constitietion is eompleted; et
not 6t any time be opersted for o pertod of more Hinn Hivky
duys beennse of an internion dispite in which the faet that
the ship i pwelens powered i nn dnporinnt element; the
ewner with i se direeted by the Seeretnry of Connneree;
it prive e tie ationnt tiet Wordd be peid H the vossel

e eI —

e il
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- ditions ps the Secrerry of Somtneree determines will be eon-
.&&ﬁwmﬂww&kmeéﬁﬁm&eﬂﬂithﬂﬁ‘?:%ﬂ@ﬁm

shall s with the title to the vessel; e
“Ries H006: Any ship developed and eonstrneted with
aid weder this tite shall be doeumented pnder the lawy of the
Fuited States nind shall remnin so doemnented for Brentye
five years or so long as it is propelled by nuclear propulsion;
whiehever is lonwer; '
“Rpes H007F Rhips whose eonstrietion is mided wider

der whatever system 18 i foree when the ships 2o inte

eperation # the applicant quedifes under Hie stetnbe:

“REer 4008 dnthority to eontrnet for the development

ot eonsteretion of ships under this Gtle expives wh sridnieht

o the hest duv of the sitieth montl follovine the month i

which this tithe is enneted S
BEe: 15 Peetion 1052 of the Atomie Lnersy et of

o ws amended 42 IS0 24820 g pmended as fol-

lows:

- B nserting in the fast septenee thereol inmmedi-
mtele after the awverds Zudth er for the benefit of the Com-
mission o eonet mind the followhne: Sor avith the Seeretnes
of Commeree mnder the mithorite of title X of the Merdmnt
Murine et $056; a8 mnended

{2} By striking the avords “hy the Commission? in
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Tonersy et of H0h as wmended (42 s 224040 s

rended by iserting in the fist sentenee thereof medi

- wbely hefore the pertod & contimn and the followines Zor wny

ship whese development oF constpietion s wided wnder title
2 of the Merehant Marine Aot HI36; a5 amended’

S86. 17 The seeond sentence of the second puragraph
of seetion GHEE of the Merchune Marine oty H56 {46
Cantheriged winder seetion 613 of this tHel & eonnnn and the
B L L L T e e S T

BEe: H: Seetion HH04{n){H) of the Merchant Marine
felows:

S skl seenee hends wotess o ather oblentions
bearing interest fexelusive of premimm eharses for
ittstrnties; and serviee ehnrges; i abv) at rrtes not to
exeeed sueh per centim per anmin of the prineipal
oblisation owtstanding as the Seeretary of Commnerce
#&mﬁmﬁmmmmﬁmﬂﬂm
Frrttee of Prberest enbes peevnting b i pedente prhet
for similar Joans and the Fisks asswned by the Depart-
et of Comeree—

e
e - E
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Sien Hh SBeetion H052E of the Merehant Musine Aok
snved properbe? the werds Zor to provide s new nneleny
fured v for the pnetmeed propests’s
Reer 20 Phe Merehnnt Marine vely FD56; 15 nmended

b beesperbires e opese e S b pened e fublawes

to enter inte five-year experimental eontraets with liner
operrtors for the prvinent of epermting subsidy for the opera-
Spatbes wreed sithe awners of die bl vessels buile after the ene
petment of this title for operation s contret enrridys in the
forefer eommmerer of the Fadbed Shrbess sibjeet bosiels terns

SREe 1302 2 sbsidhe pontraet e be nenreded on s
Fe henving: determines is not adequatebe sepveds pphiennis
seetion 604 of this hebr The Seeretmas i his diseretion;
iy wpply the provisions of seetions 600 {a) snd this 606
19) {6 and {5 607 H{afs th)s e} ) o) 4
aied feds GO8: G00; 6310: and 644 of this ‘el or any of

- <BFR LTS e,
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thent; to eontraets entered fito under this Htle: He iy wlse;
in his diseretion; npply the provisions of section GOT(h)
to eontraets entered o under this title with liner opertors:

“Spe: 1303: The amount payable during the fst yens
of the subsidy eontenct shall not exeeed the difference he-
tween the eosts inensred b opernbine the ship for fnstrmnee;
e i tetmhee mhd repais sid the eost of stel frens bie
enrred i the eperntion of n eomprinble ship wnder the fne
of & foreben eonnber schose ships e sibstantinl competiers
of the subsidized ship: During the subsequent years of the
contraet; the amount of subsidy shell be computed in such
minther as the Seeretury i his diseretion iy deterine: I
developing any new system the Seeretary shall be guided
eentives which ean be reasonably expeeted to reduee unit
costs of sabsidy in the futtre: Sueh incentives mny invclide
the nse of an objeetive idex o indives to govern the anmnl
ehanse i eosty ehethle for sibsidys the wse of n formde or
fornnne rensonnbly relating the mmonnt of subsidy payable
o Hhie perlormanee or produeton of sihsidized seivdee; or the
wse of sueh other reasonalle approaches to the determination
of the mnennt of subeidy ne the Seeretary may i is divere
ton estabhbish:

J. 95-234—3

mammana
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termination the operator shall have the eption of reetiving a
eontenet for the operntion of his vessels nnder whatever sab-
sidy systess is in foree at that time; or of selling his ships to
Hhio Groverpinent for n priee aob to exeeed thelr depreeeinted
hook value:

Sze: 23 {1} There is hereby established & Commission

to he knewn ns the Conpission en Sonerienn Shiphaildine
Hhereinnlter refopped toons the “Fomissionr—s The otn-

mission shall be composed of six members; appointed by the

President: %t least one member shall be from the United

States shiphuilding industey. Members of the Conmmission

shall be appointed for the life of the Commission: The Presi-
dent shall desionate one of the members of the Commission
us Chaiman: Four members of the Connnission shall eon-
sEirRe g e

{2} Members of the Commission shall ench be entitled
o peeetre SO0 per dien when ensased othe et per
formance of duties vested in the Conpmission; ineluding
teaveltitne; and while wwaye from thelr homes or resulay
places of business may be allowed travel expenses; including
per dhiem i Hen of sithsistenee; as anthortred by e 5 of the
Enited Stirtes Code for persons in the Government sepviee

{3} The Commission shall meet at the eall of the Chair-

man or b the enll of & majority of the members thereof =

o

LS e
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{H Fhe Compission shalt hnve the power to appoint
aied B the compensation of sueh pemsonnel as b deems
nelvisible; subjeet to the eivil serviee hows nnd the Elnssifion-
Hon et of 1949; o5 amended:
th) Fhe Commission mmy proewre; in aeeordanee with
the previsions of tithe & of the Bnited States Code; the tem-
porerye o Hterrittent seeviees of experts or eonsnlinnis
indivcidnnls so cmployed il pecolve compensntion at # ete
o he fixed by the Conmmission; bt not i exeess of SHIO per
etz felnding teaveltbmes sad swhile s from their homes
welnding per diem i len of subsistenee; as anthorived by
title & of the United States Code for persons in the Geover-
f64 Fhe onnnission shall eonduet a stnde of the extent
o whieh Federnd pesbsbines to the prbente shiphabding bl
tev i the Tnited Btates §s necessaey to preseeve the eom-

petitive position of shel mdustry aid to preserve a national

eapability: for the building and repair of United States mer

{7 The Commission shelt not later than three years
after the date of enaetment of this Aet submit a eomprehen-
sive report of its findings and reeommendations to the Presi-
dhetet med b Hie Conoress and drerenfter shidl eense o exdsts

e ——e e
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Biaes 220 Phe Merehant MAaeine Aoty 56, 18 mnended
bre bpsertine o new tie XA to rend ns follewas
{e For the pirpose of promoting the eonstruetion or acqui-
sitien of new merehant vessels or the sibstantin] reconstrne
tion of existing merehant vessels and for other purposes
attherized by Hhis el the Beeretary of Connneree may
enter ito eontraets not to exceed bwenty vemrs with any
person whe is & eitizen of the United States if the Seeretary
ennhle him to eondiet the proposed operntions of the mer
ehant vessels py to teet eompetitive conditions and promote

Shh Afer tie prepese of prosobing the esnstenetion of
sewe fsliine vesselss the Beeretnry of the Ihterior mme enter
it contracts not to exteod Bwventy yends with any person
weho bson eitizen of the Faited Sintes H the Seeretary deter-
to eonditet Hhe proposed operntions of the fskine vessel to
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1 weet competitive vonditions and promote the wilizntion of

2 dishery pesonrees:

4 The Seeretney shall neltide in ench continet a provision—

5 Sy thnt ane mew sessed econstereted dnder noeon-
6 tenet will be builh i & shipyard in the United States
T under o contract with o shipbuilder entered into after the
8 eretive daie of His ez |

9 bt e b vossel peanived snder noeonbenes
10 will be one that was built i & shipyard i the Pnited
1 States for the United States Government ander a con-
12 traet with e shipbailder entered o after the effeedve
13 date of this Aeks ; |
14 Do that niy vessel sabstantiale peeotstrieted
15 wnder a contraet will be one that was buidt inon shipvard
16 in the United States and will be substantislly reeon-
IT ' .. siraeted in o shipyard in the United States under a oon
18 teret aith p shiphbiilder entered into after the effective
19 tite of His el

20 L) thnt any vessel eonstrveted; neqiiveds or sib-
21 stantially reeonstrneted under a eontract will be of @
22 iype sige; and speed that the Seeretary determines to bo
23 ./ euitable for use on tie high sess or Grout Lakess

24

e} that any vessel eonstpneted; peqiireds oF sib-
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- stantinlly reeonstructed under a eeniraet negotinted wi-

der section Hat will he of & brpe which the Seeretrey of
the Ny eertiffes by snitable for eennomien) and speedy

 eonversion o a neval wedbiery or otherwise suitnble
for use by the United States in the event of war or na-

tional emergeney

S for the erention and mrtentnee of noenpiial

et for the wpproximnte miher sid tepe of ves
stantinlly reconstrmet subjeet to modifientions and exten-
sions Hpon 1 showing to the satisfuction of the Recretaee
o srepeprerbebi pess o ped i ientiogs o estension
witht this Shets that the Seercbne determrbies o be perees
sary to protect the mterest of the Enited Statess

i} for the esrly replucement of any wne-huil
vessel nsed i the movement of enreo nnder seetion
904-{h)s Merehant Marine Aet; 1056; as amendeds

i} thet ench eontractor asrees not to ihewr any
eotsteneteds  mequiveds or substantinile pesorstrieted
whdir # eontrnet withont the prioe consent of the See
retory

k) that upon failure of the contretor to eon-

O
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stitel; aequive; o sibstantindly reconstrnet any vessel ns
provided in the eonteaet as modilied or extendeds all
. depesits of the eontraetor will be withdrwwn from the
fund with the same tex consequences ns result fromh
o avithdeawels from the funds erested by seetion 60%
%Lmhmﬂ%ﬁ&#heﬁeh%u&&mn&eﬂ;mﬂﬂﬂiw—
ther deposits pny be snde by the contractor until & new
eontract i negotinted: and
Cstrtteted oF nedquired wider o contenet il renin doei-
et sider e fewn of the Bodied Mides Bk faeere
five years from the date of Hs delivery by the shiphuider
el any yessel reeonstrieted nider o contrnet will ve-
mnit docamented nnder the laws of the Hhited Shrbes
for the remninder of Hs eeonemie life as determined by
Tk FEstvs FEnb—{u} Jneh eontractor shall evente and

proved by the Seeretnivg w enpind veserve fand ander the
jotnt comtrol of the operntor i Hie Soerebmas

S0 ok donkractor shall doponth in: the canitl Foeievo
frnd as i requived to he deposited by sihsidized operrtors
wirder seetion 05 Merehmst Ahine ek F90600 w5 mrerdeds

the proeeeds of sales of vessels; the preceeds of suranee
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s indemmities; the deprevistion ehnrzes s ensneds wnd
Pt seeeived e Hie noremient of errse nider seetion
S Merehmit Murine ety 1936, a8 amendeds that
the Seeretney determines s from profits and s necessiry to
Sbed P eemtrretor s depett b the foned other e
SRpen 404 Thee DeERRmst oF Deposses 55 e
Fixne—fn) Beposits of enpital snins into the fand are tnxed
H the sene manner as deposits of eapital gains by sabsidized
apepitors tider seotion BO07 Merehnnt Morine ek 19346, as
frnendeds
of stthsbbised aperntors mder seetions 607 Merehane Marhe
Aot H36 s mmended:
teneters miee withdewmn depostbs from the find with the some




=2 I L I -

0o e =]

25

iy tvest deposits i the fund wider the eonditions and awith
Hhe sme vestriction as deposits of subisidized cpeentors wrder
NN apetrter of nteistthsidized vessel pmy peesive
miy differentind pryment for envgo moved by sweh vessel
wnder section 90 Merchant Masine Aet; 1036; as
amended; niless the eperator has eoncluded & eontraet with
the Seeretary nnder this et helore Junvary 45 1068

b et bt o eesed cotebEe e peetebb

o eenbstEReHon conienet mtherbed b s e

bt Differential pryments ineans the payirents made
by the Enited States Governtent to operators of Enited

C Bhtestine serebat vessels For tie movetent of enrzo sider
- seetion B0Hb; Merehant Marine Aet; 1036; as amended; at

ribes b exeess of world prhet rates

Hep Povummerted nelides enrolleds

ekl Himenings frone the operntion of vessels inelides
bive from bnrehont eharters

Heb Earnines mnde on deposite mients enrpings on
frinebs depesited s wel iy eneniies on neeiithiiod enrnies
ertaek Snbt priede e st 6f seeHER e

by this et

e

— s
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eluded in an operating differentinl snbsidy eontract under the
Mhevedinnt 2 e et FH0 s nmendeds
tion mid mnjor medernization of n vessel f the Seeretary
determines that the abjectives of this Aot will be promeoted
e st pessensbenel ions
S Seeretarys menns the Seeretory of Commeree in

reference to powers and duties relating to continets for the
eonstRiEHON; nequisition; o suthstantind reconstruetion of mer-
chitnt vessels and means the Beeretary of the Tuterior in
reference to powers mid duties pelnting to contimets {or the
eotstrnetion of fishing yosels

ke Subsidized apernbors e persons ache hnve an
opersting differentinl subsidy eonteaet under the Mepehnnt
Marine Aot 1856, ns nrrendeds

S Newsel nehides norselpropelled vesselss paren
cetbriners enren vt nid other pelnted equipments

b War-huile vessel menns n vessel as defined in
That (a) subsection (a) of section 501 of the Merchant
Mavine det, 1936 (46 U.S.C. 1151), is amended by striking
out “construction of a new vessel” in the first sentence and

insevting in liew thereof “constroction, veconstruction, or ve-
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condilioning of a vessel ', by stviking on! "FJH.fr‘lu.*r anel :\‘pr’r:fﬁ—
cations call” in cluuse (1) of the second sentence and insert-
ing in liew thereof “preliminary design calls”, and by inserl-
ing immediately before the last sentence the [ollowing new
sentence: “In the case of an application for a construction
differential subsidy to aid in reconstructing or recondifioning

a vessel, such aid shall be extended only in exceplional cases

‘and after a thorough study and a formal determination by

the Seeretary that the proposed reconstruction or recondition-
ing is consistent with the purposes and policies of this Act.”
(b) Subsection (b) of such section is amended by strik-

ing out “Commission” in the first sentence and inserting in

. lieu thereof “applicant”. -

(c) Subsection (c) of such section is amended to read

‘as follows:

" “fe) The function of the Secretary in connection with
the preliminary design of any vessel for which application
for construction differential subsidy is made shall be limited
to the delermination that the vessel is generally suitable
fo meel the objectives staled in subsection (a)(1), and to
the approval of the general characteristics of the vessel.”

See. 2. (a) Subsection (b) of section 502 of the Mer-

v chant Marine Act, 1936 (46 U.S.C. 1152(b)) is amended

by inserting “(1)" after “(b)", and by amending the first

senlence to reard as follows: “The amount of the reduction in

g e o e i g
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selling price which is hevein termed ‘construction-differential
subsidy’ shall be computed by laking the excess of the fair
and reasonable estimate, as determined by the Seeretary, of
the cost of constructing a type of vessel in United States
shipyards (excluding the cost of any features incorporaled in
the vessel for national defense uses, which shall be paid by
the Secretary in addition to the subsidy), over the fair and

reasonable estimate of the cost, as determined by the Secre-

Aary, of the construction of that type vessel (exvcluding na-

tional defense features as above provided) in a foreign ship-
building center which is deemed by the Secretary to furnish a
fair and vepresentative example of the determination of the
estunated foreign cost of construction of vessels of the type
proposed to be constructed, and expressing the resull as a
percentage of the fair and reasonable estimate, as' determined
by the Secretary, of the cost of construction of that type vessel

in United States shipyards, and applying such percentage to

the lowest responsible bid, Subsidy rates shall be computed

separately for different types of vessels and shall be periodi-
cally vecomputed but not more frequently than once each
year,”
(b) Subsection (b) of such section is further amended
by adding at the end thereof the following new paragraph:
“(2) All determinations of subsidy rates wnder para-

graph (1) shall be made on the vecord after opportunity for
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hearing in accordance with the rulemalking procedures pro-
vided in chapter 5 of title 5, United States Clode. The Secre-
tary shall publish notice in the Federal Register of his inten-
tion to determine such rates and shipbuilders and shipowners,
and associations thereof, may become pariies to the proceed-
inys. Any subsidy rate determined by the Secretary under this
paragraph shall be published in the Federal Register and
shall include, or be accompanied by, findings of fact.”.

SEc. 8. Section 504 of the Merchant Marine Act, 1936

(46 U.8.C. 1154 ) is amended to read as follows:

“Sec. 504. (a) After the approval of the plans and
specifications of a vessel under section 501(b) and the ap-
proval of the application for subsidy by the Secretary, the

applicant may ' elect to contract directly with a shipyard for

the construction, veconsiruction, or reconditioning of the vessel
concerned. The applicant may enler into a contract (hereafler

referred to in this section as the ‘construction contract’) for

© such vessel with a shipyard after obtaining competitive bids;
‘except that regardless of which bid the contractor accepts, the

Seeretary shall pay eonstraction-differential subsidy wnder
section 502(b) on the basis of the lowest responsible bid which
the contractor receives. The construction coniract shall be exe-
culed by the shipyard and the applicant. The Secretary shall

- obligate the United States by a separate contract with the ship-

yard to pay directly to the shipyard the cost of lhe national

L
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1., defense featurés and. the construction-differential sibsidy for
2 nihaBasel.? ) »att7 bkt Y L5 ol Yo Gt At b
8000 5(b) \The Seeretary) may not.enter!iiilo any conlract wi-
4

.wdler subsection '(a) which obligates the Uniled Stales.fo pay

=

~construction-differential . subsidy . unléss. such econiract  con-
76 tains such provisions'as are provided in this fitle to profect
WT the-interests of the United States. A vessel consiructed, recon-
8 structed, or: reconiditioned wunder this. section shall ‘be! docu-
W9 umented ainder the laws of the United States as. provided ‘in
10 section 503. No coniract or. other arrangement made pursuant
UL, to. this section shall restrict the. lawful ‘or proper use or
12, operation of the vessel, except to the extent expressly required
A8 fplaw’™ 0 0 pliede el ol o b
14\ Skc. 4. Paragraph 1.of section 510(a) of the Merchant
15 Marine Aet, 1936 (46 U.S.C.1160(a) ). is.emended to read
16\nas-follows: v v ohal it g vl ol ey
17 (1) The term ‘obsolete vessel' meéans a vessel or vessels

18 each of which ' (A) is.of not less ‘than one thousand three

19 hundred and fifty  gross ‘tons; (B) has been ‘owned by a

20. . citizen or citizens of the United States. for at least, threé-years
21 | -immediately prior to the date of acquisition, hereunder; and
22 (C) should, in the judgment of the Secretary, be replaced
23.. in, the .public interesty. evcept that wntil June 30, 1974, ihe
24 term ‘obsolele vessel means a'vessel oy vessels ench of which

25 . meels, the requirements in elavses (A4); (B)yand (C) and

£)
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L «isval:least twelve years old tmmedialely priorto the date of
2ot acquisition hereunder.”\ o o oy

<30V SEeWS. (a) Subseetion (a) of section H1T.of the Mer-
4 chant Marine det, 1936 (46 \U.S.C. 1161 ). is .amended 'to
<Bireall 'as followss «oivvie M (o LAY Laibomdur (Y
# 6 v “fa) i TWhen' used i this section,. the derih ‘new, vessel
i R S SRR TRV (LW S St S

8 b W ST angovessel otlier than a fishing vessel which is
il (4) documented or ‘agreed with the Secrelaiy o be
10 documented under the laws ofothe United Statesy (B
A14 Ao constructed in'the United | States. after - December 31,
12: 0w, 1939, or the construction \of\ whicl has. 'been ' financed
13, .\ under title V. or VII of this Act, as'amended, or the con-

1400 o struction: of fivhich has been aidéd by a mortgdge insured

15,3\ v cunder-ditle X T-of this Aet as'tmended;. and: (C) either

A6 1y vii\vids (i) of such type, size, and speed ‘as. the' Secretaryy shall
17 determine to be suitable for use on the high seds or Great
A8\ \wivi Lakes in carrying out the purposes of this-Aet, but not of
19 vy less than two-thousand gross ‘tons or of less speed. than
20 dwitwelve denots, wnless  the WSecretary wshall . determine and
25 eertifyy in each case that'a vessel of ‘a specified lesser toni-
22 o mage orspeod is desirable for. use by the United Stales in
23, o\ aleaso of apar or ‘national  emergency, or. (it)-eonstructed
=k L\ to\replace a vessel or vessels requisitioned on purchased by
2 the United States; and BRTTTIVIRA NN (U5 P PIRVRRON &

e
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“(2) any vessel which is a ‘fishing vessel' within the
meaning of such term as defined in the United States
+ Fishing Fleet Improvement Act and the regulations
promulgated thereunder.”

(b) Subsection (b) of such section is amended by strik-
ing oul “receipts,” and inserting in liew thereof “‘receipls
(hereafter referved to in this section as ‘receipts’),”.

(¢) Subsection (d) of sueh section is amended by in-

serting tmmediately after “which represents” the following:

“earnings, receipts, or”.

(d) Subsection (e)(1) of such section is amended fto
read as follows: t (1) if earnings, receipis, the net proceeds
of a sale, or the net indemnity in respect of a loss are
deposited in more than one deposit, the amount consisting
of profits from operations of the vessel and services incidental
thereto, other net receipts, or the gain shall be considered as
first deposited;”.

(e) Subsection (e)(3) of such section is amended to
read as follows: “(3) if any deposit consists in part of
earnings, receipls, or gain not recognized under subsection
(c), any expenditure, obligation, or withdrawal applied
against such deposit shall be considered to consist of earnings,
receipls, or gain in the proportion that the part of the deposit
consisting of earnings, receipis, or gain bears to the total

amount of the deposit.”

2
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(f) Subsection (g) of such section is amended by striking
out the period at the end of paragraph (2) and inserting
in liew thereof **; and”, and by adding at the end thereof the
following new paragraph:

“(3) with respect to deposits made from earnings from
the operation of the new vessel afler its delivery, for the
orderly replacement of such vessel wilhin such period and
under such terms and conditions as the Seeretary shall pre-
scribe.”

(g) Subsection (i) of such section is amended by siriking
out “Any such” in the first sentence and inserting in lieu
thereof “Except for earnings and receipts, any other”, and
by adding at the end thereof the following new sentence:
“FEarnings and receipts shall be taxable as if earned during
the year of withdrawal from such fund.”

(h) Subsection (j) of such section is amended by striking
out “deposited gain’" in the proviso and inserting in liew
thereof “‘deposit”.

(i) The amendments made by subsections (b) through
(h) of this section shall apply only with respect to earnings

and receipls deposited in construction reserve funds under
‘section 511 of the Merchant Marine Act, 1936, during

taxable years beginning after the date of the enactment of this
Aet.
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Whitiie el 6. (a) The second pardgraph bf séetion 607 (b) of
20\ the. Merchant) Marine-Act, 1936, (46 'U.S.C. 1177(b)) is
3 amended. by striling out “or(3)" and inserting in: licu
4 thereof “(3) for the purchase. of barges\or for: the payment
2o of the principal of any indebtedness ineurved for such barges,
Gy or (4)7,and- by inserting \“‘or. barges\': after. {‘containers"
VT tbherever. it -appears in. the last sentence thereof. = s\

Bi V(b) The second paragraph. of such section s further
9 amended by adding at the end thereof the following -new
10 ‘zentence:\“The term' ‘barges™. as used: herein includes only
1L\ those barges designed and constriicted for ecarriage ‘aboard
12,., oceangoing wvessels as' an -inlegrated 'ship -cdrgo hasidling
1 R S :
4. . \Sec: 7y The ' Secrétary ‘of -Commerce is- authorized’ and
15 directed to undertake ‘a \full and eomplete investigation’ and
16 \stirdy ' of \(1 ). the effectiveness of | the opevatthg-differential
173\ subsidy preovisions of title VI of the Mevehant Marine Adl,
18 1936, i light of the curront needs dvid:objebtives. of thé
19,.. United Statés mérchant marine, and.(2) wiys \and means
20 | of revitalizing passenger traffic ‘'on’ Uniled. States-fldg ships
21\ ineluding investigations: of . passenget service’ promotion, de-
22 velopment of the freight-passengér ship concepl, modernized
23, terminal -facilities, changes in subsidy requirements neces-
24 sary lo encourage such passenger traffic, and any other

25 matters relevant thereto. The Seeretary may seeure direetly
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35
from any department or agency of the United Slales such
information and technical assistance as may be necessary
to enable him to carry oul this section, The Seerclary shall
report the resulls of such investigations and studies to Con-
gress not later than one year after the dale of the enactment
of this Act and shall include in such report his recommenda-
tions for improvements which should be made in the oper-

ating-differential_subsidy and passenger services programs.
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from any department or agency of the Uniled Stales such
information and technical assistance as may be necessary
to enable him to carry out this section, The Scerctary shall
report the resulls of such investigations and studies to Con-
gress not later than one year after the dale of the enactment
of this Act and shall include in such veport his recommenda-
tions for improvements which should be made in lhe oper-

ating—difemnﬁﬂlmmbsidy _and passenger services programs.
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[COMMITTEE PRINT]
Juzg 25, 1665

Union Calendar No.

ez HR. 13940

[Report No. ]

A BILL .

To amend the Merchant Marine Act, 1936, and
other statutes to provide a new maritime

program.

By Mr. Gansats, Mrs. Bvrtavas, Mr. Cranx, Mr., Asn-

LEY, Mr, Dixoerr, Mr. Dowsixg, Mr, Braxe of

Penmsyivania, Mr. Rocers of Florlda, Mr. Stoeeie-

¥iELn, Mr. Muerny of New York, Mr. Dow, Mr.

- Kawrn, Mr. Haveaway, Me. Joxes of North Cars-
o g lina, Mr. Hersrosks, Mr, Farrox, and Mr, FriEnen

NovEmees 8, 1087

- : - Referred to the Committee on Merchant Marine and
- = Fisherles

o ] 3 Juxe 1968

Reported with an amendment, commlitted to the Com-
mittee of the Whole House on the State of the
Union, and ordered to be printed



s) June 26, 1968
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AS PRCIPOSED 0 BE AMBLURED

Puxpose of the Bill

The purpose of this bill is to amend certain provisions of
the Merchant #arine Act, 1936, as amended, with the view to
modernizing such provisions and thereby providing inzentives Zor
upgrading the American Herchant Marine. The bill would zlso
avthorize and direct the Secretary of Commerce to make studies of
{%) the effectiveness of the operating-differential subsidy
rrovisions of the X936 Act, and (2) ways and means of revitalizing
nassenger traffic on United States-flag ships.

kh,> H. R. 13940 as hereby revised is based upon the 17 days of
comprehensive hearings held by your Committee during April and
May, during which extensive testimony was received from and
sugqaestions made by all segments of the maritime indust:ry, both
labor and management. A number of important provisions in the
original bill and suggestions mads by witnesses were considered.
However, ip view of the current fiscal strains affecting the
operations of all Government programs and the national eccnomy
generally, it was felt that recommendations for legislation in

the remainder of this session should be limited to those items

which would have the least financial-impact on the Government

under current conditions and yet would result in constructive

(ﬂﬁ) steps toward correcting existing deficiencies in the merchant
- marine. Accordingly, it was felt that while there are a number
of areas in which action is desirable it would be best to defer

their consideration at this time.
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WHAT THE BILL DOES

SECTIONS 1, 2 AND 3: CONSTRUCTION-DIFFERENTIAL SUBSIDY.

Sections 1, 2 and 3 of the proposed bill azmend certain
provisions of Title V of the Merchant Ha¥ine Act, 1936 pertaining
to the determination of the construction-differential subsidy
system to aid in the construction, reconstruction and recondition-
ing of vessels in order to enable American operators to procure
ships built in American shipyards at prices which would place
them on a parity with their foreign competitors.

Among other things, existing law requires an applicant for
a construction-differential subsidy to aid in the construction
of a new vessel, or the reconstruction or reconditioning of a
vessel, to be used in the foreign commerce of the United States
to submit full plans and sp&cificaﬁicns to the Secretary cf
Commerce for review and approval. It also provides that the
Secretary shall submit the plans and specifications for a
proposed vessel to the Navy Cepartment for examination and
suggestions for such changes as may be deemed necessary or
péuper in order that such vessel shall be suitable for economi-
cal and speedy conversion into a naval or military auxiliary
and otherwise suitable for the use of the United States Govern-
ment in time-of war or national emergency.

The proposed bill would amend existing law so as to limit
the applicant's obligation to the submission to the Secretary

for approval of a preliminary design calling for a new vessel

which will meet the requirements of the foreign commerce of the

S
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United States, will aid in the promotion and development of
such commerce, and be suitable for use by the United States for
national defense or military purposes in time of war or natienal |
emergency. Thus, as stated in subsection 501(c) as herecby i
amended, the function of the Secretary in connection with the
preliminary design of any vessel forwhich application for
construction-differential subsidy is made shall be limited to
the determination that the vessel is generally suitable to meat
the objectives above stated and to the approval of the general
characteristics of the wvessel.

The bill as hereby amended would nevertheless reguire
that the applicant should submit his plans and specifications
to the Navy Department for examination and suggestions.

It is believed that these changes will simplify present
precedures, save time and money for both the vessel operator
and the Government through reducing the Government's involve-
ment in the details of the plans and specifications, and yet
effectively accomplish the purposes of existing law with regaxd
to both the commercial and naval or military utility of the
vassel.

EECTION 2.

Existing law (section 502(b)) provides for the determina-
tion of the construction-differential subsidy by the Secretary
on a single ship basis by comparing the cost of building the
preposed vessel (excluding the cost of national defense featuves)
cvar the fair and reasonable estimate of cost of building such
vessel under similar plans and specifications in a representative

faraign shipbuilding center.
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the differential is stated in terms of a percentage of
e Amarican construction cost of the vessel. The proposed
Liil would amend existing law by providing for the determination
cf the construction-differential subsidy on the basis of tvpes
of vessels rather than individual vessels. It further providas
that subsidy rates shall be computed separately for differeat
types of vessels and shall be periodically re-computed but not
more frequently than once each year. When the subsidy rates
are thus established the percentage differential would be
applied in the case of all contracts for vessels of each
different type contracted for in the applicable time period.

Provision is also made in the new bill for requiring that

all determinations of subsidy rates shall be made on the reccr

 —
e
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after opportunity for hearing in accordance with the rule-making
procadures provided in the Administrative Procedures Act, with
published notice in the Federal Register and authorization for
shipbuilders, shipowners and associations thereof to bacome
parties to the procedure provisions submitted for publication
in the Federal Register of any subsidy rate determined by the
Sccretary with accompanying findings of fact

SECTICN 3.

Under existing law the construction-diflerential subsidy
is handled by way of a three-way contract procedure between the
Secretary of Commerce, the operator and the shipyard, with the
Secretary being responsible for advertising for and receiving

bids from shipyards for construction of a proposed vessal.

R
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The proposed bill retains this provision of law but also
provides an alternative procedure by which after the appropriata
ciproval - of the applicant by the Secretary, the applicant
may elect to contract directly with the shipyard for the
construction, reconstruction or reconditioning of a wvessel
after cbtaining competitive bids. The construction-differentizl
subsidy would be paid on the basis of the lowest responsible
bid which the contractor receives. The ship construction contrect
would be between the shipyard and the applicant. By separate
contract with the shipyard, the Secretary would cbligate the
United States to pay directly to the shipyard the national
defense features and construction-differential subsidy.

SECTION 4: TRADE-IN OF OBSOLETE VESSELS.

Under existing law a merchant wvessel vhich is, among other
things, not less than 17 years old, may be traded in to the
Covernment in exchange for an allowance of credit toward the
ceastruction of a new vessel, if in the judgment of the Secre-~
tary the old vessel is considered to be obsclete or inadegquate
for successful cperation in the domestic or foreign trade of
the United States. The proposed bill would amend the existing |
law so that a vessel EE?-_F}EﬁQHP,rEQﬂri to ite age, be

traded in, if in the judgement of the Secretary it should be

— e ———

replaced in the public interest, except that until June 30, 1974

no vessel may be deemed cbsolete and eligible for trade in unlesgs

it is at least 12 years old.
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SECTION 5: TAX-DEFERRED COHSTRUCTION RESERVE FUNDS FOR
NONSUBSIDIZED OPSRATORS.

This section would amend section 511 of the 1936 Act so
&s to authorize the deposit of earnings from the operation by
nonsubsidized operators of vessels documented under the laws
of the United States and from services incident thereto, and
recaipts in the form of interest or otherwise with respect to
amounts previously deposited.

Section 511 was enacted in 1939 for the purpose cof promoting
the construction, reconstruction, reconditioning or acguisiticn
of vessels by American operators operating vessels in the
foreign or domestic commerce of the United States, or in the
fisheries. It is limited, however, at present te the equivaleat
of gains from sales of vessels and indemnities from loss of
vessals. Earnings may be deposited in such funds but do not
receive the benefit of tax deferment.

The amendments proposed in this section would create
comparable authority to nonsubsidized operators to that prezently
available to subsidized operators under Title VI of tho Merchant
Marine Act, 193&.

There is wholehearted endorsement by all segments of the
maritime industry, including the fisheries and coperators of
vesc2ls on the Great Lakes, to the amendments proposed by this
section. One leading operator of nonsubsidized vessels
testified that if the concept embodied in this saction becomes
law, he will immediately enter into contracts with 2merican
shipyvards for the construction of 20 new vessels, for a total

of zpproximately $300 million.
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All witnesses testifying on this concept recommended that
the nensubsidized operators hawve available to them the same
privileges with regard to tax-deferred constructisn reserve
funds as subsidized operators have. The tax-deferred status
of moneys deposited in such reserve funds would be available cnly
t~ e extent that they are used for the construction ox
acgquisition of new vessels, or reconstruction or reconditioning
of vessels.

The basic change in existing law is to grant tax-deferred
gtatus to earnings as well as the existing provisions relating
to czpital gains on sales of vessels and indemnities in
connection with lost vessels.

SECTION 6. PURCHASE OF BARGES FROM RESERVE FUNDS BY SUBSIDIZFD
OPERATORS.

Existing law authorizes the payment from the Capital
Reserve Fund of a subsidized operator, subject to consent and
approval of the Secretary, amounts required for the purchase
of cargo containers,

In view of the recent design development of the LASH and
SEAEEE vessel concepts involving the use of barges in a mauner
similar to the use of containers in containership vesseis, this
amendment would simply provide similar authority for tha use
of moneys from the Reserve Fund for the purchase of barges.

The new section limits the term "barges" to include only
those barges designed and constructeﬁ for carriage aboaxrd

aceoancoing vessels as an integrated ship carge handling system.
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SECTION 7: AUTHORIZATION OF STUDIES

This section would authorize and direct the Secretary of
Commerce to undertake full and complete investigations and
studies of (l) the effectiveness of the coperating-differential
subsidy provisions of Title VI of the “erchant Marine Act, 1936,
in light of the current needs and objectives of the United
States Merchant Harine, and (2) ways and means of revitalizing
passenger traffic on United States-flag ships including
investigations of passenger service promotion, develooment of
the freight-passenger ship concept, modernized terminal
facilities, changes in subsidy requirements necessary to eacourage

such passenger traffic, and any other matters relevant thereto.
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IN THE HOUSE OF REPRESENTATIVES

Noveseee 0, 1067

Mr. Lexxox introduced the following bill; which was referred to the Com-
mittee on Merchant Marine and Fisheries

A BILL

i To amend the Merchant Marine Aet, 1936, and other statuies to

provide a new maritime program.

1 Be it enacted by the Senale and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That section 209 (b} of the Merchant Marine Act, 1936 (46
4 U.8.C. 1119(b) ), is amended by inserting before the period
5 at the end thereof a colon and the following: “Provided,
6  funever, That, for the fiscal year 1969, there is authorized to
T be appropriated (1) for construction-differential subsidy and
8 the cost of national defense features incident to construction,
Y reconstruction, or reconditioning of ships for operation in for-
10 gign or noncontiguons domestic commerce, and for the
— 11 gequisition of nsed ships pursnant to section 510 of this Act,

1
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$300,000,000, to remain available until expended; and (2)
for research and development, $25,000,000, to remain avail-
able until expended. For fiscal vear 1969, there is also
authorized to be appropriated for yeconstruction of the reserve
fleet, $30,000,000, to remain available until expended.”

See. 2, Section 211 of the Merchant Marine Act, 1936
(46 U.8.C. 1121}, is amended as follows:

(1) Subsection (b) is amended by inserting at the end
thereof, immediately before the semicolon, a comma and the
words “or which should be employed as contract carriers”,

(2) Subsection (d) is amended by inserting after the
words “services, routes, and lines”™ a comma and the words
“or as contract carriers” and a comma, and by inserting after
the words “service, route, or line” a comma and the words
“or contract carrier”,

Sec. 3. Section 501 of the Merchant Marine Act, 1956
(46 U.B.C. 1151), is amended as follows:

(1) By striking the first sentence of subseetion (a) and
inserting in lien thereof the following: “Any privately owned
shipyard or proposed shipowner who is a citizen of the
United States may make application to the Secretary of
Clommerce for a construction-differential snbsidy to aid in the
constriction of a new vessel to be documented nnder the laws
of the Tnited States and to be used in the foreign commerce

of the United States.”
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(2) By striking out of the second sentence of subsection
(a) the words “the applicant” and inserting in lien thereol
the words “the proposed owner of the vessel is a citizen of
the United States and™.

BEC. 4. Section 502 (a) of the Merchant Marine Aet,
1956 (46 U.S.C. 1152 (a)), is amended by striking the
word “applicant”™ wherever it appears and inserting in lien
thereof the words “propoged shipowner™.

Sec. 5. Section 502 (b) of the Merchant Marine Act,
1936 (46 US.Co 1152 (b)), is amended as follows:

(1) By striking the first sentence and mserting in lien
thereof the following: “The amonnt of the reduction in sell-
ing price which is herein termed ‘construction-differential
subsidy’ ghall be computed by taking the excess of the fair
and reasonable estimate, as determined by the Seeretary, of
the cost of constructing a type of vessel in United States ship-
yards (excluding the cost of any features imeorporated in the
vessel for national defense nses, which shall be paid by the
Secretary in addition to the subsidy), over the fair and rea-
sonable estimate of cost, as determined hy the Secretary, of
the construction of that type vessel (excluding national de-
fense features as above provided) in a foreign shiplmilding
center which is deemed by the Seeretary to furnish a fair and
representative example of the determination of the estimated

foreign cost of construetion of vessels of the type proposed to
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be constructed, and expressing the result as a percentage of
the fair and reasonable estimate, as determined by the Secre-
tary, of the cost of construction of that type vessel in United
States shipyards, and applying such percentage to the lowest
responsible bid. Subsidy rates shall be computed separately
for diferent types of vessels and shall be periodically recom-
puted but not more frequently than once each year. In
making his foreign cost estimate, the Secretary shall review
and consider any foreign cost estimates and snbstantiating
information submitted by operators, shipyards, or his staff.”

(2) By siriking the date “June 30, 1968" and inserting
in lieu thereof the words “the expiration of three years from
the date of enactment of this amendment™.

SE0. 6. Section 504 of the Merchant Marine Act, 1936
(46 U.8.C. 1154), is amended as follows:

(1) By inserting the designation “(a)” after the see-
tion number.

(2) By striking the word “applicant” wherever it
appears in the first sentence and inserting in lien thereof the
words “proposed shipowner”,

(3) By striking in the second sentence thereof the
word “bid” wherever it appears and inserting in lien thereof
the words “bid or negotinted price™.

(4) By inserting at the end of the third sentence

2]
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thereof hefore the period a comma and the words “or the
negotinted price”.

(5) By inserting after the first sentence thereof the
following new sentence: “Alternatively, the Secretary may,
m accordance with terms and conditions to be preseribed by
him, permit the proposed shipowner to submit a negotinted
price, together with backup cost details and evidence that the
price is fair and reasonable.”

(6) By inserting a new subsection (b) to read as
follows:

“(b) Where a shipyard is the applicant, it may, in
accordance with terms and conditions preseribed hy the See-
retary, request construction-differential subsidy based upon
a priee which has been negotiated with the proposed ship-
owner. If the Secretary considers the negotfiated price to he
fair and reasonable, he may become a party to a contract
between the shipyard and the shipowner and agree to pay
the cost of national defense features and construetion-differ-
ential subsidy computed under seetion 502 (h) of this Aet.
If the Secretary determines that the negotiated price is not
fair and reasomable, he may request renegotiation in an effort
to arrive at a fair and reasonable price. As an alternative
to aceepting a negotiated price, the Seeretary may, with the

consent of the shipvard applicant, request competitive bids
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on the proposal, in which case, the applicant shipyard may
be a bidder. In this event, the Secretary may hecome a
party to a contract between the lowest competitive bidder
and the proposed shipowner,

8o, 7. Subseetion (1) of section 510 (a) of the Mer-
chant Marine Act, 1936 (46 17.58.C. 1160 (a) ), is amended
to read as follows:

“(1) The term ‘ohsolete vessel” means a vessel or ves-
sels each of which is of not less than one thonsand three
hundred and fifty gross tons: whieh has been owned by a
citizen or citizens of the United States for at least three yvears
immediately prior to the date of acquisition hereunder; and
which in the judgment of the Secretary shounld be replaced
in the public mterest.”

Src. 8. Section 801 of the Merchant Marine Aect, 1936
(46 U.8.C 1211), is amended hy striking “titles VI or
VIT” and imserting in lien thereof “titles VI, VII, or
bR 1 e

SEC, 9, Section 804 of the Merchant Marine Act, 1936
(46 1.8.0, 1222) , is amended by striking the words “oper-
ating-differential subsidy wnder title VI™ and inserting in
lien thereof the words “operating subsidy nnder titles VI or

XI1T17,
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SEC. 10, Bection 805 of the Merchant Marine Act, 1936
(46 17.8.C, 1223) , is amended as follows:

(1) Bubsection (a) is amended by inserting after the
words “title VI'" the words “or title X1I17,

(2) Subsection (c) is repealed.

(3) Bubsection (d) is amended by inserting “under
titles VI or XIII of this Act” following the word “contrac-
tor” in the last sentence.

Src. 11, Contractors with the United States are released
from the provisions of their contracts which were inserted
pursuant to the provisions of section 805 (¢) of the Merchant
Marine Aet, 1936 (46 1180 1225 (¢) ).

SEC. 12, Section 810 of the Merchant Marine Act, 1936
(46 U.S.C. 1227), is amended by striking the words “oper-
ating-differential” and inserting in lien thereof the word
“operating”, and by striking the words “title VI'' and in-
serting in lien thereof the words “titles VI or XIIT7.

SEC. 13, Section 905 of the Merchant Marine Act, 1936
(46 U.B.C, 1244 (¢) ), is amended as follows: By striking
i subsection (¢) the words “under title VI' and inserting
in lien thereof the words “under titles VI or XVIIT".

S, 14, The Merchant Marine Aet, 1956, is amended

by inserting a new title X to vead as follows:
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“TITLE X—AILD IN DEVELOPING, CONSTRUCTING,

AND OPERATING PRIVATELY OWNED NU-

CLEAR-POWERED MERCHANT SHIPS

“Skc. 1001, The purpose of this title is to further im-
plement the policy declared in seetion 101 of this Aet, by
fostering at the least cost to the Tnited States the develop-
ment, construction, and operation of privately owned nu-
clear-powered merchant ships whose designs embody sig-
nificant departures from the designs of existing nuelear-
powered merchant ships which may lead to reduetion of the
cost of constructing and operating future nuelear-powered
merchant ships.

“Brc. 1002, The Secretary of Commerce is authorized
to invite from citizens of the United States proposals for the
development and construction of nuclear-powered merchant
ships for operation in the domestic or foreign commerce of
the United States, including trade on the Great Lakes. Pro-
posals shall be invited only for the development and construe-
tion of nueclear-powered merchant ships (1) of types and
seneral speeifieations  (whether dry eargo, liguid bulk ear-
rier, or other) determined by the Secretary of Commerce,
and (2) with nuelear propulsion svstems of zeneral types
and conceptual designs which the Atomic Energy Commis-
sion has determined could reasonably be expected to accom-

plish nuclear power base development program objectives

«
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more quickly, more effectively, or at lower cost than other
nuclear propulsion systems (these would inclnde, without
limitation, objectives of dependability, reliability, operability,
and the acquisition of data that would be of value to the
future development of merchant marine nuelear propulsion
systems) . Lach proposal shall include a detailed description
of the proposed ship or ships; their contemplated use in com-
merce; the proposed development, construetion, and operating
programs; the technical justification and detailed estimate of
development, construction, and operating costs; the amount of
aid applied for itemized separately for the development, con-
struetion, and operating programs; and such other information
as the Secretary directs.

“S8ee. 1003, The Secretary, in cooperation with the
Atomic Energy Commission, shall evaluate all proposals
determined to be responsive to the invitation and shall
select from them the proposal or proposals which will most
closely carry out the purposes of this title. If the Secretary
determines that the person who submitted a selected pro-
posal, although sueh person may have had no experience in
the operation of nuclear-powered ships, possesses the ability,
experience, financial resources, and other qualifications nee-
essary to enable him to operate and maintain ships in that
area of the domestic or foreign commerce of the Tnited

H.R. 13941 —2
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States (including trade on the Great Lakes) in which he
proposes to operate the proposed ship or ships, the Seeretary
may negotiate the award of a contract with such person
(hereafter called the applicant) for the development and
construction of the proposed ship or ships. The Seeretary
may require such modifications in the proposed ship or ships
as he deems desirable, taking into acconnt the views of the
Atomic Energy Commission with respect to modifications
of the nuelear propulsion system, and the views of the See-
retary of Defense with respect to national defense features.
The SBecretary may agree to provide so much of the aid
authorized by section 1004 of this title as he determines is
necessary to carry out the purposes of this title, taking into
consideration the financial visk to the applicant, and the
contribution which the development, construction, and op-
eration of the proposed ship or ships may make toward
carrying out the purposes of this title,

“SEe, 1004, (a) (1) In conncetion with the develop-
ment and construction of vessels proposed and selected pur-
suant to section 1005, the Seerctary may offer the following
assistance :

“(A) With the scientific and engineering advice of
the Atomic Energy Commission, he may assist in nego-
tiating the award of and become a party to contracts

between the applicant and the developer for the develop-
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ment of the proposed nuclear-powered merchant ship or
ships, including the first fuel cores. Ile may agree in such
contracts to pay the developer all of, or part of, the
excess of the cost of developing the proposed ship or
ships, including national defense features and the first
fuel cores, over the estimated fair and reasonable cost of
developing a comparable conventional ship or ships with-
out national defense featnres.

“(B) He may become a party to contracts between
the applicant and the builder for the construction of the
proposed nuclear-powered merchant ship or ships, and
may agree in such contracts to pay the builder all of, or
part of, the excess of the cost of constructing in the
United States the proposed ship or ships, inelnding
national defense features and the first fuel cores, over the
estimated average weighted fair and reasonable foreign
cost of constructing a comparable conventional ship or
ships without national defense features: Provided, how-
ever, That if the ship or ships are to be operated in the
domestic trade (except the noncontignous domestic
trade) aid under this paragraph is limited to the excess
of the cost of constructing in the United States the pro-
posed ship or ships, including national defense features

and the first fuel cores, over the estimated fair and rea-

~ sonable cost of constructing a comparable conventional



L= - =] =

0w 00 =1 &

10
11
12

13
14

15
16
17
18
19

12

ship without national defense features in the United

States.

“(2) The Seeretary may also assist in training crews
for the ships; plan and design or assist in planning and
designing appropriate shore facilities to serviee the ships;
make available to the applicant, with the consent of the
Atomie Energy Commission, appropriate classified informa-
tion; provide research and development in Government
laboratories which have facilities. personnel, or equipment
not available in private laboratories, with the consent of the
department or agency which operates the laboratory, and
with or without charge to the applicant; and provide, with-
ouf charge, design review services, ship eonstruetion inspec-
tion services, and ship operation advisory serviees.

“(3) I, under section 184 of the Atomic Energy Act
of 1954 (42 U.8.C. 2234), the Atomic Energy Commis-
sion consents to the creation of a mortgage or lien on the
nuelear-powered merchant ship, and if the loan and morfgage
are eligible for insurance under title XT of this Aet, the
Secretary may insare under that fitle the interest on and
the unpaid balanee of the privcipal amount of the loan and
mortgage. In determining the applicant’s elivibility, the Sec-
vetary is not required to make the finding required by sub-
seetion (¢} of section 1004 of this Aet. The Secreta ry may

make the findings required by subsections (a) (1) and (b)
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(1) of section 1104 even though the applicant has had no
experience in the operation of nuclear-powered merchant
ghips. The applicability of section 184 of the Atomie Energy
Act of 1954 to the ship shall not prevent a mortgage on the
ship from being a preferred mortgage under the Ship Mort-
oage Act, 1920,

“(b) In providing the aid specified in subsection (a) of
this seetion, the Secretary may, upon payment of the eosts,
and with the consent of the department or agency concerned,
avail himself of the use of licenses, information, services, fa-
cilities, offices, and employees of any executive department,
independent establishiment, or other ageney of the Govern-
ment, mcluding any field service thereof.

“(e) Seetion 505 (a) of this Aet shall apply to all ships
whose construction is aided under this title.

“8rc. 1005, Each applicant for aid under this title shall
agree that if the ship, after its constrnetion is completed, can-
not at any time be operated for a period of more than thirty
days becanse of an interunion dispute in which the fact that
the ship is nuelear powered is an important element, the
owner will, if so directed by the Seeretary of Commeree, place
the vessel up for sale at competitive bidding, with a mininm
price in the amonnt that would be paid if the vessel were req-
nisitioned for title, and on snch other terms and conditions

H.I. 13941—3
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as the Secretary of Commerce determines will be eonducive
to the eontinned operation of the ship. This obligation shall
rmn with the title to the vessel.

“SEc. 1006, Any ship developed and construeted with
aid under this title shall be docnmented under the laws of the
United States and shall remain so docnmented for twenty-
five years or so long as it is propelled by nuelear propulsion,
whichever is longer.

“Src. 1007, Ships whose construetion is aided under this
title arve eligible to receive operating-differential subsidy
mnder whatever system is in force when the ships go into
operation if the applicant qualifies under the statute,

“Sec. 1008, There are authorized to be appropriated
each fiseal year only such snms as the Congress may here-
after speeifically authorize by law to carry ont the provisions
of this title.

“Bre. 1009, Authority to contraect for the development
or eonstruction of ships under this title expires at midnight
on the last day of the sixtieth month following the month in
which this title is enacted.”

SEC. 15, Seetion 152 of the Atomic Energy Act of 1954,
as amended (42 T7.8.0C0. 2182), is amended as follows:

(1) By inserting in the first sentence thereof im-
mediately after the words “with or for the benefit of the

Commission” a comma and the following: “or with the
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Seeretary of Commerce under the authority of title X of
the Merchant Marine Aet, 1936, az amended”.

(2) By striking the words “by the Commission™ in
the first sentence and inserting the words “by the Commis-
sion or the Secretary™,

SEC. 16. Subsection (1) of section 170 of the Atomie
Energy Act of 1954, as amended (42 U.8.C, 2210(1) ), is
amended by inserting in the first sentence thereof immedi-
ately before the period a comma and the following: “or any
ship whose development or construction is aided under title
X of the Merchant Marine Aet, 1936, as amended”.

Sc. 17, The second sentence of the seeond paragraph of
section 607 (h) of the Merchant Marine Act, 1936 (46
U.S8.C. 1177 (b) ), is amended by inserting after the words
“authorized under section 613 of this title” a eomma and the
words “or new nuclear fuel cores for vessels” and a comma.

BEC. 18, Section 1104 (a) (5) of the Merchant Marine
Act, 1936 (46 U.S.C, 1274 (a) (5)), is amended to read
as follows:

“(5) shall secure honds, notes, or other obligations
hearing interest (exclusive of preminm eharges for insar-
anee, and service charges, if any) at rates not to exceed
such per centum per annum on the prineipal obligation
ontstanding as the Secretary of Commerce determines

to be reasonable, taking into acconnt the range of interest
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rates prevailing in the private market for similar loans

and the risks assumed by the Department of Commerce ;™

See. 19, Section 1106 (2) of the Merchant Marine Act,
1936 (46 T1.8.0. 1276(2) ), is amended by inserting after
the words “for reconditioning or reconstructing the mort-
gaged property” the words “or to provide a new nuclear
fuel core for the mortgaged property™.

Sec, 20, The Merchant Marne Aet, 1936, 15 amended
by inserting a new title XIII to read as follows:

“TITLE XIIT—EXPERIMENTAL OPERATING
SUBSIDY

“SEec. 1301, The Secretary of Commerce is authorized to
enter into fivesyear experimental contracts with liner opera-
tors for the pavment of operating subsidy for the operation
of liner vessels in the foreign commeree of the United States
and with owners of dry bulk vessels built after the enaetment
of this fitle for operation as contract carriers in the foreign
commerce of the United States, subject to such terms and
conditions as the Secretary may determine.

“Bec. 1302, A subsidy contract may be awarded on
any service which the Seeretary, in his discretion, withont
public hearing, determines is not adequately served., Appli-
cants for such eontraets mmst meet the eligibility require-
ments of section 601 of this Act. The Secretary, in his dis-

cretion, may apply the provisions of seetions 605 (a) and
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(h), 606G (5), (6), and (7), 60T (a), (h), (¢). (d),
(e). (), and (), GOB. 609, G10, and 611 of this Act,
or any of them, to contracts entered into under this title. He
may also in his diseretion, apply the provisions of section
6OT (1) to contracts entered into under this title with liner
operators.

“Sre. 1303, The amount payable during the first year
of the subsidy contract shall not exeeed the difference hetween
the costs inenrred in operating the ship for instance, wages,
maintenance and repair, and the cost of such items incurred
in the operation of a comparable ship nnder the flag of a
foreign country whose ships are substantial eompetitors of
the subsidized ship. During the subsequent years of the con-
tract, the amount of subsidy shall be computed in such man-
ner as the Seeretary in his discretion may determine. In
developing any new system the Secretary shall be aided
by the overriding principle that the system must contain
incentives which ean be reasonably expected to reduce nit
costs of subsidy in the future, Such incentives may include the
use of an objective index or indices to govern the annual
change in costs eligible for subsidy, the nse of a formula or
formulas veasonably relating the amonnt of subsidy pavable
to the performance or production of subsidized service, or the

use of sneh other reasonable approaches to the defermination
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of the smount of subsidy as the Secretary may in his discre-
tion establish. !

“Spe. 1304, Such contracts shall provide that upon their
termination the operator shall have the option of receiving a
contract for the operation of his vessels under whatever sub-
sidy system is in foree at that time, or of selling his ships to
the Government for a price not to exceed their depreciated
book valne.”

Sge. 21. (1) There is hereby established a Commission
to he known as the Commission on American Shipbuilding
(hereinafter referred to as the “Commission”). The Com-
mission shall be composed of six members, appointed by the
President. At least one member shall be from the United
States shipbnilding industry. Members of the Commission
shall be appointed for the life of the Commission, The Presi-
dent shall designate one of the members of the Commission
as Chairman. Fonr members of the Commission shall consti-
tite a (uornm.

(2) Members of the Comuission shall each be entitled
to receive $100 per diem when engaged in the actual per-
formanee of dities vested in the Commission, ineluding
traveliime, and while away from their homes or regular
places of business may be allowed travel expenses, inelud-

ing per diem in lien of subsistence. as anthorized by fitle 5
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of the United States Code for persons in the Government
service employed intermittently,

(3) The Commission shall meet at the eall of the Chair-
man or at the eall of a majority of the members thereof,

(4) The Commission shall have the power to appoint
and fix the compensation of such personnel, as it decms ad-
visable, subject to the civil service laws and the Classification
Act of 1949, as amended.

(5) The Commission may proeure, in accordance with
the provisions of title 5 of the United States Code, the
temporary or intermittent services of experts or consultants;
individuals so employed shall receive compensation at a rate
to be fixed by the Commission, but not in excess of $100
per diem, including traveltime, and while away from their
homes or regular places of business may be allowed travel
expenses, including per diem in lien of subsistence, as anthor-
ized by title 5 of the United States Code for persons in the
Government service employed intermittently.

(6) The Commission shall conduct a study of the ex-
tent to which Federal assistance to the private shipbuilding
industry in the United States is necessary to preserve the
competitive position of such industry and fo preserve a
national capability for the building and repair of United

States merchant and United States naval ships,
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(7) The Commission shall not later than three years
after the date of ensctment of this Act submit a comprehen-
sive report of its findings and recommendations to the

President and to the Congress, and thereafter shall cease

to exist.

Sec. 22. The Merchant M arine Act, 1936, is amended
by inserting a new title XIV to read as follows:

“TITLE XIV—REPLACEMENT AND EXPANSION
OF UNITED STATES NONSUBSIDIZED MER-
CHANT AND FISHING FLEETS
“See. 1401, Avrmoriry To Necoriare CONTRACTS.—

(a) For the purpose of promoting the construction or

acquisition of new merchant vessels or the substantial recon-

struction of existing merchant vessels and for other purposes
authorized by this Aet, the Secretary of Commerce may enter
into contracts not to exceed twenty years with any person
who is a citizen of the United States if the Secretary deter-
mines the person possesses the ability, experience, financial
resources, and other qualifications necessary to enable him to
conduet the proposed operations of the merchant vessels as
to meet competitive conditions and promote United States
domestic or foreign commerce.

“(b) For the purpose of promoting the construction of
new fishing vessels, the Secretary of the Interior may enter

into contracts not to exeeed twenty years with any person
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who is a citizen of the United States if the Secretary deter-
mines the person possesses the ability, experience, financial
resonrces, and other qualifications necessary to enable him to
conduct the proposed operations of the fishing vessel to meet
competitive conditions and promote the utilization of fishery
TesOITees,

“SE0. 1402, TERMS AND CONDITIONS OF CONTRACT.—
The Secretary shall inelude in each contract a provision—

“{a) that any new vessel constructed under a con-
tract will be built in a shipyard in the United States
under a eontract with a shipbuilder entered into after
the effective date of this Act;

“(b) that any new vessel acquired under a con-
tract will be one that was built in a shipyvard in the
United States for the United States Governmment under
a contract with a shiphnilder entered into after the
effective date of this Aet;

“(e) that any vessel substantially reconstructed
under a contract will be one that was boilt in a ship-
vard in the United States and will be snbstantially
reconstroeted in a shipyard in the United States ander
a contract with o shipbmilder entered into after the
elfective date of this Aet:

“(d) that any vessel constructed, acquired, or sub-

stantially reeomstrueted under a contract will be of a
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type. size, and speed that the Seeretary determines to
be suitable for use on the high seas or Great Lakes:

“(e) that any vessel constrmeted, aequired, or sub-
stantially reconstructed nnder & contract negotiated -
der seetion 1 (a) will be of a type which the Secretary of
the Navy certifies is suitable for economical and speedy
eonversion into a naval auxiliary or otherwise snitable
for use by the United States in the event of war or
national emergency ;

“(f) for the ereation and maintenance of a capital
reserve fund;

“(g) for the approximate number and type of ves-
sels whieh the eontractor will construet, acquire, or sub-
stantially reconstruct subject to modifications and exten-
sions upon a showing to the satisfaction of the Secretary
of aceeptable reasons for modifications or extensions;

“(h) for additional terms and conditions consistent
with this Aet, that the Seeretary determines to be neces-
sary to protect the interest of the United States;

“{1) for the early replacement of any war-built ves-
sel nged in the movement of eargo under section 901 (b).
Merchant Marine Aet, 1936, as nmended ;

“(j) that each contractor agrees not to ineur any pur-

chase money indebtedness with respect to any vessel con-
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strueted, acquired, or substantially reconstructed under a
contract withont the prior consent of the Seeretary ;

“(k) that nupon failure of the eontractor to construct,
acquire, or substantially reconstruet any vessel as pro-
vided in the confract as modified or extended, all de-
posits of the contractor will be withdrawn from the fund
with the same tax consequences as result from with-
drawals from the funds ereated by section 607, Merchant
Marine Aet, 1936, as amended, and no further deposits
may be made by the eontractor until a new contract is
negotiated ; and

“(1) that the contractor agrees that any vessel con-
structed or acquired under a contract will remain doeu-
mented muder the laws of the United States for twenty-
five years from the date of its delivery by the ship-
boilder and any vessel reconstructed under a contract
will remain documented under the laws of the United
States for the remainder of its economic life as deter-
mined by the Seeretary.

“Qre. 1408, Oreatioxn ANp MaxTeyaxce or (Cavi-

7an Resupve Fuxp—(n) Each contractor shall create and
maintain for the duration of the eontraet, in depositories

approved Ly the Secretary, a capital reserve fund under the

24 joint control of the operator and the Secretary,
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;i “I:' Each eontractor shall |lq:'|'rm-=.it in the i_".u]lilnl Fie-
serve fund as is required to be deposited by subsidized opera-
tors under section 607, Merchant Marine Aet, 1936, as
amended, the proceeds of sales of vessels, the proceeds of
imsurance and indemnities, the depreciation charges, as
earned, and the earnings made on deposits in the capital re-
serve fund, and shall annually deposit any percentage of
differential payments received on the movement of cargo
under section 901 (b}, Merchant Marine Aet, 1936, as
amended, that the Secretary defermines is from profits and is
necessary to fulfill the contractor’s obligation under the
contract.

“(e) The contractor may deposit in the fund other
earnings from his vessel operations.

“Sec. 1404, Tax DeEFrrMENT OF DEPOSITS IN THE
Funp—(a) Deposits of capital gains into the fund are
taxed in the same manuer as deposits of capital gains hy
subsidized operators under section 607, Merchant Marine
Act, 1936, as amended,

“(b) Deposits of earnings smd differential payments into
the fund are taxed in the same manner as deposits of earn-
ings of subsidized operators under seetion 607, Merchant
Marine Aet, 1936, a8 amended.

“See, 1405, Wirnprawars Frosm mae Foxp.—Con-
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tractors may withdraw deposits from the fund with the same
restriction and limitation, under the same conditions and
with the same tax consequences as deposits may be with-
drawn from the capital reserve fund hy subsidized operators
under seetion 607, Merchant Marine Act, 1936, as amended.

“Sec. 1406, InvesTMENT OF TiE Funn.—Contractors
may invest deposits in the fund under the conditions and with
the same restriction as deposits of subsidized operators under
section 607, Merchant Marine Aet, 1936, as amended,

“SEec, 1407, DISCONTINUANCE  OF  DIFFERENTIAL
PaymuyTs,—No operator of a nonsubsidized vessel may re-
ceive any differential payments for cargo moved hy such
vessel under section 901 (b), Merchant Marine Act, 1936, as
amended, unless the operator has concluded a contract with
the Secretary under this Act before January 1, 1968.

“Sec. 1408, Dermxirions.—In this Act—

“(a) ‘Contract’ means a vessel construction, aequisition,
or reconstruction contract authorized by this Act.

“(b) ‘Differential payments’ means the payments made
by the United States Government to operators of United
States-flag merchant vessels for the movement of cargo under
section 901 (b), Merchant Marine Act, 1936, as amended,

at rates in exeess of world market rates.
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“{¢) ‘Documented” includes enrolled.

“(d) ‘Barnings from the operation of vessels” includes
hire from bareboat charters.

“(e) ‘Earnings made on deposits’ means earnings on
funds deposited as well as earnings on accumulated earnings
and gains made on sale of securities,

“(f) ‘Fund’ means the capital reserve fund authorized
by this Act.

“(g) ‘Nonsubsidized vessel’ means any vessel not in-
cluded in an operating differential subsidy contract under the
Merchant Marine Aet, 19356, as amended,

“(h) “Person’ includes corporation.

“(i) ‘Reconstruction’ means the substantial reconstrue-
tion and major modernization of a vessel if the Secretary de-
termines that the objeetives of this Aet will be promoted by
such reconstruction.

“(j) ‘Secretary’ means the Secretary of Commerce in
reference to powers and duties relating to contracts for the
construetion, acquisition, or substantial reconstruction of mer-
chant vessels and means the Secretary of the Interior in
reference to powers and duties relating to contracts for the
construetion of fishing vessels,

“(k) ‘Subsidized operators’ means persons who have an
operating differential subsidy contract nnder the Merchant

Marine Act, 1936, as amended.
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“(1) "Vessel” includes non-self-propelled vessels, eargo
containers, cargo vans, and other related equipment.
“(m) "‘War-bailt vessel” means a vessel as defined in

seetion 3, Merchant Ship Sales Act, 1946,
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IN THE SENATE OF THE UNITED STATES
Noveanen 9, 1967

Mr. Macxuson (for himself, Mr. Barmuerr, and Mr, Drewsrer) introduced
the following bill; which was read twice and referred to the Comnnities
on Commeres

A BILL

To amend the Merchant Marine Act, 1936, and other statutes

to provide a new maritime program.
1 Be it enacted by the Senate and House of Represenla-
9 tives of the United States of America in Congress assembled,
5 That section 209 (h) of the Merchant Marine Act, 1936
4 (46 US.C. 1119(h) ), is amended by inserting before the
5 period at the end thercof a colon and the following: “Pro-
G vided, however, That for each of the fiseal years 1969
7 through 1973, there is anthorized to be appropriated (1) for
8 construetion-differential subsidv and the cost of national de-
9 fense features incident to constrnetion, reconstrunction, or re-
10 conditioning of ships for operation in foreign or noncontignons

11 domestic commerce, and for the acquisition of nsed ships

IT
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pursuant to seetion 510 of this Aet, $300,000,000, to re-
main available until expended; and (2) for research and
development, $25,000,000, to remain available until ex-
pended. For fiscal year 1969, there is also authorized to e
appropriated for reconstruction of the reserve fleet, $30,-
000,000, to remain available until expended.”

SEC. 2, Bection 211 of the Merchant Marine Act, 1936
(46 11.5.0C, 1121), is amended as follows:

(1) Subsection (b) is amended by inserting at the end
thereof, immediately before the semicolon, a conma and the
words “or which should be employed as contract carriers”.

(2) Subsection (d) is amended by inserting after the
words “services, routes, and lines” a comma and the words
“or as contract carriers” and a comma, and by inserting
after the words “service, route, or line” a comma and the
words “or contract carrier”.

SEC. 3. Section 501 of the Merchant Marine Aet, 1936
(46 1U.8.C. 1151) , is amended as follows:

(1) By striking the first sentence of subsection (a) and
nserting in lien thereof the following: “Any privately owned
shipyard or proposed shipowner who is a citizen of the
United States may make application to the Seeretary of
Commerce for a construction-differential snbsidy to aid in

the construction of a new vessel to be documented under the
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3
laws of the United States and to be used in the foreign eom-
merce of the United States.”

(2) By striking out of the second sentence of subsec-
tion (a) the words “the applicant”™ and inserting in lien
the words “the proposed owner of the vessel is a citizen of
the United States and™.

SEC: 4. Section 502 (a) of the Merchant Marine Aet,
1986 (46 11.B.C. 1152 (a)), is amended by striking the
word “applicant” wherever it appears and inserting in lieu
thereof the words “proposed shipowner”,

Sre. 5. Section 502 (b) of the Merchant Marine Act,
1936 (46 U.B.C. 1152 (b)), is amended as follows:

(1) By striking the first sentence and nserting in lien
thereof the following: “The amount of the reduction in selling
price which is herein termed ‘construction-differential subsidy’
shall e computed by taking the excess of the fair and reason-
able estimate, as determined by the Seeretary, of the cost of
constrneting a type of vessel in United States shipyards
(excluding the cost of any features incorporated in the vessel
for national defense uses, which shall be paid by the Secre-
tary in addition to the subsidy), over the fair and reasonable
estimate of cost, as determined by the Secretary, of the con-
struction of that type vessel (excluding national defense fea-

tnres as above provided) in a foreign shipbuilding center
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which is deemed by the Seeretary to furnish a fair and repre-
senfative example of the determination of the estimated for-
eign cost of construction of vessels of the type proposed to be
constructed, and expressing the result as a percentage of the
fair and reasonable estimate, as determined by the Secretary,
of the eost of construction of that type vessel in United States
shipyards, and applying such percentage to the lowest respon-
sible bid, Subsidy rates shall be computed separately for
different types of vessels and shall be periodically recomputed
but not more frequently than once each year, In making his
foreign cost estimate, the Seeretary shall review and consider
any foreign cost estimates and substantiating information sub-
mitted by operators, shipyards, or his staff.”

(2) By striking the date “June 30, 1968" and inserting
in lien thereof the words “the expiration of three years from
the date of enactment of this amendment”,

SEe. 6. Section 504 of the Merchant Marine Aet, 1936
(46 17.85.C. 1154), is amended as follows:

(1) By inserting the designation © (a)” after the see-
tion number.

(2) By striking the word “applicant” wherever it ap-
pears in the first sentence and inserting in lien thereof the
words “proposed shipowner”.

(3) By striking in the second sentence thereof the word
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“bid” wherever it appears and inserting in lien thereof the
the words “*bid or negotinted price’.

(4) By inserting at the end of the thind sentence
thereof before the period a comma and the words “or the
negotiated price’’.

(5) By inserting after the first sentence thereof the
following new sentence: “Alternatively, the Secretary may,
in accordance with terms and conditions to he preseribed hy
him, permit the proposed shipowner to submit a negotiated
price together with backup cost details and evidence that
the price is fair and reasonable.”

(6) By inserting a new sobsection (b) to read as
follows:

“(b) Where a shipyard is the applicant, it may, m
accordance with terms and couditions preseribed by the
Secretary, request construetion-differential - subsidy  hased
npon a price which has heen negotiated with the proposed
shipowner. If the Secretary eonsiders the negotinted price
to he fair and reasonable, he may hecome a party to a con-
tract between the shipyard and the shipowner and agree to
pay the cost of national defense features and construetion-
differential subsidy computed under section 502 (b) of this
Act. If the Secretary determines that the negotiated price

is not fair and reasonable, he may request renegotiation in
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an effort to arrive at a fair and reasonable price. As an
alternative to accepting a negotiated price, the beeretary
may, with the consent of the shipyard applicant. requesi
competitive bids on the proposal, in which ease, the appli-
cant shipyard may be a bidder, In this event, the Seeretary
may become a party to a contract between the lowest com-
petitive hidder and the proposed shipowner,

SEC. 7. Subseetion (1) of seetion 510 (a) of the Mer-
chant Marine Aet, 1936 (46 T8 1160 (a) ) . is amended
to read as follows:

“(1) The term ‘obsolete vessel” means a vessel or vessels
each of whieh is of not less than one thousand three hundred
and fifty gross tons; which has heen owned by a citizen or
citizens of the nited States for at least three years inmme-
diately prior to the date of acquisition herennder: and which
in the judgment of the Seeretary should be replaced in the
public interest.”

SEc. 8. Section 801 of the Merchant Marine Act, 1936
(46 U.8.C. 1211), is amended by striking “titles VI or
VII” and inserting in lien thereof “fitles VI, VII, or
XTIT".

SEC, 9. Section 804 of the Merchant Marine Act, 1936
(46 11.8.0, 1222) | ix amended by striking the words “op-

erating-differential subsidy nnder title VI™ and inserting in
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T
lien thereof the words “operating subsidy under title V1
or XIITY,

Sec, 10, Section 805 of the Merchant Marine Act, 1936
(46 15000 1223) , is amended as follows:

(1) Subsection (a) is amended by inserting after the
words “title VI the words “or title X1IT".

(2) Subsection (¢) is repealed.

(3) Subsection (d) is amended by inserting “under
titles VI or XTIT of this Aet” following the word *“eon-
tractor” in the last sentence.

Sec. 11, Contractors with the United States are re-
leased from the provisions of their contraects which were
inserted pursuant to the provisions of section 805 (¢) of
the Merchant Marine Aet, 1936 (46 11.8.C. 1223 (¢) ).

Sec. 120 Section 810 of the Merehant Marine Aet, 1936
(46 1180, 1227) , is amended by striking the words “oper-
ating-differential” and mserting in lien thereof the word
“operating”, and by striking the words “title VI” and in-
serting in lien thereof the words “titles VI or XTIT7.

Seo, 13, Section 905 of the Merchant Marine Aet, 1956
(46 11.8.00. 1244 (¢) ). is amended as follows:

(1) By striking in subsection (¢) the words “nnder
title VI and inserting in lien thereof the words “under

titles VI or XTIT".
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Sec, 14, The Merchant Marine Act, 1936, is amended
hy inserting a new title X to read as follows:

“TITLE X—AID IN DEVELOPING, CONSTRUCTING,
AND OPERATING PRIVATELY OWNED NU-
CLEAR-POWERED MERCHANT SHIFPS
“BEc. 1001, The purpose of this title is to further 1mple-

ment the policy declared in section 101 of this Aet, by [oster-
ing at the least cost to the United States the development,
comstrnetion, and operation of privately owned nuclear-
powered merchant ships whose designs embody significant
departures from the designs of existing nuclear-powered
merchant ships which may lead to rednetion of the cost of
constructing and operating future nelear-powered merchant
ships,

“RiEe, 1002, The Secretary of Commerce is authorized
to invite from eitizens of the United States proposals for the
developient and construction of nuelear-powered merchant
ships for operation in the domestic or foreign commerce of
the United States, including trade on the Great Lakes, Pro-
posals ghall be invited only for the developmeni and con-
struetion of nuclear-powered merchant ships (1) of types
amd general specilications  (whether dryv-cargo, lguid bulk
carrier. or other) determined by the Seeretary of Commerce,
andd (2) with noelear propulsion systems of general types

and conceptual designs which the Atomic Energy Comumis-
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sion has determined could reasonably be expected to accon-
plish nuelear power base development program objectives
more (uickly, more effectively, or at lower eost than other
nuclear propulsion systems (these would include, without
limitation, ohjectives of dependability, reliability, operability,
and the acquisition of data that would be of value to the future
development of merchant marine nuclear propulsion svs-
tems) . Each proposal shall inelude a detailed deseription of
the proposed ship or ships: their eontemplated use in com-
meree; the proposed development. construetion, and oper-
ating programs; the technical justification and detailed esti-
mate of development, eonstruetion, and operating costs; the
amonnt of aid applied for itemized separately for the develop-
ment, construction, and operating programs; and such other
iformation as the Secretary directs.

“BEc. 1003, The Secretary. in eooperation with the
Atomic Energy Commission, shall evaluate all proposals
determined to be responsive to the invitation and shall select
from them the proposal or proposals which will most closely
earry out the purposes of this tiile. If the Seeretary deter-
mines that the person who sabmitted a selected proposal,
althongh sueh person may have had no experience in the
operation of nuelear-powered ships, possesses the ability,
experience, financial resonrces, and other qualifications neces-

B 2650——2
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sary to enable him to operate and maintain ships in that
area of the domestic or foreign commerce of the United
States  (including trade on the Great Lakes) in which
he proposes to operate the proposed ship or ships, the
Secretary may negotiate the award of a contract with such
person (hereafter ealled the applicant) for the development
and construction of the proposed ship or ships. The Secretary
may require such modifications in the proposed ship or ships
as he deems desirable, taking into account the views of the
Atomie Energy Commission with respect to modifications of
the nuelear propulsion system, and the views of the Secre-
tary of Defense with respeet to national defense features,
The Secretary may agree to provide so much of the ail
authorized by section 1004 of this title as he determines is
necessary to carry out the purposes of this title, taking into
consideration the financial risk to the applicant, and the
contribution whieh the development, construetion, and opera-
tion of the proposed ship or ships may make toward carrying
out the purposes of this title.

“BEC, 1004, (a) (1) In comnection with the develop-
ment and construction of vessels proposed and selected pur-
suant to section 10035, the Seeretary may offer the following
assistance :

(A) With the scientific and engineering advice of

the Atomic Energy Commission, he may assist in nego-
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tiating the award of and become a parly to contracts
between the applicant and the developer for the devel-
opment of the proposed nuelear-powered merchant ship
or ships, including the first fuel cores. He may agree
in such contracts to pay the developer all of, or part of,
the exeess of the cost of developing the proposed ship
or ships, ineluding national defense features and the first
fuel cores, over the estimated fair and reasonable cost
of developing a eomparable conventional ship or ships
without national defense features,

(B) He may become a party to contracts between
the applicant and the builder for the construction of the
proposed nuelear-powered merchant ship or ships, and
may agree in such contracts to pay the builder all of,
or part of. the excess of the cost of construeting in the
[Tnited States the proposed ship or ships, including
national defense features and the first fuel cores, over
the estimated average weighted fair and reasonable
foreign cost of construeting a comparable eonventional
ship or ships without national defense features: Pro-
vided, however, That if the ship or ships are to be
opersted in the domestic trade  (exeept the noncon-
tignous domestic trade) aid under this paragraph s
limited to the exeess of the eost of constructing in the

United States the proposed ship or ships, ineluding
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mational defense features and the first foel cores, over

the estimated fair and reasonable cost of construeting a

comparable conventional ship without national defense

features in the United States.

(2) The Seeretary may also assist in fraining erews
for the ships: plan and design or assist in planning and design-
ing appropriate shore facilitics to service the ships: make
available to the applicant, with the consent of the Atomie
Energy Commission, appropriate classified information; pro-
vide researell and development in Government laboratories
which have facilities. personnel, or equipment not available
in private laboratories, with the consent of the department
or ageney which operates the laboratory, and with or with-
out charge to the applicant; and provide, withont charge,
design review serviees, ship construetion inspection services
and ship operation advizory services,

(3) If, under seetion 184 of the Atomic Energy Aet
of 1954 (42 T.5.C. 2234) , the Atomie Energy Commis-
sion consents to the ereation of a mortgage or lien on the
mclear-powered merchant slip, and f the loan and mort-
wage are eligible for insarance under title XTI of this Aet,
the Secretary may insure under that title the interest on and
the nnpaid balauee of the prncipal amonnt of the loan and
mortgage, In determining the applicant’s eligibility. the See-

retary is not required to make the finding required hy sub-
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section (¢) of seetion 1004 of this Aet. The Secretary may
make the findings required by subsections (a) (1) and (h)
(1) of section 1104 even thongh the applicant has had no
experience in the operntion of melear-powered merchant
ships. The applieability of section 184 of the Momie Encrgy
Aet of 1954 to the ship shall not prevent a mortgage on the
ship from being o preferved mortgage nnder the Ship Mort-
rage Act, 1920,

“(b} In providing the aid specified in subsection (a) of
this section, the Secretary may, upon payment of the costs,
and with the consent of the department or ageney concerned,
avail himself of the use of licenses, information, services, fa-
cilities, offices, and employees of any exeentive departinent,
independent establishment, or other agency of the Govern-
ment, inclnding any field service thereof.

“(e) Section 505 (a) of this Act shall apply to all ships
whose construetion is aided under this title.

“8Sec. 1005. Each applicant for aid under this title shall
agree that if the ship, after its éonstruetion is completed, can-
not at any time be operated for a period of more than thirty
days beeanse of an interunion dispute in which the faet thaf
the ship is nuelear-powered is an important element, the
owner will, if so directed by the Seeretary of Commerce,
place the vessel np for sale at competitive bidding. with a

B, 2650——3
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minimum price in the amonnt that wonld he paid if the vessel
were requisitioned for title, and on such other ters and con-
ditions as the Secretary of Commerce determines will he con-
dueive to the continued operation of the ship, This obligation
shall run with the title to the vessel.

“Sec. 1006, Any ship developed and eonstrueted with
aid under this title shall be documented under the laws of
the United States and  shall remain <0 documented  for
twenty-five vears or so long as it i propelled by nuelear
propulsion, whichever is longer,

“mEc. 1007, Ships whose constrnetion is aided under
this title are eligible to receive operating-ditferential subsidy
nnder whatever svstem is in force when the ships go into
operation if the applicant qualifies under the statute.

“BEc, 1008, There are anthorized to be appropriated
to the Seeretary such sums as may be necessary, to remain
available until expended, to carry ont the provisions of this
title.

“SEe. 1009, Authority to contract for the development
or constriuetion of ships under this title expires at widnight
on the last day of the sixtieth month following the month
in which this title is enacted.”

REC, 1A, Section 152 of the Atomie Energy Aet of 1954,
as amended (42 US.C. 2182) , is amended as follows:

(1) By inserting in the first sentence thereof immedi-
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ately after the words “with or for the benelit of the Com-
mis=ion” a comma and the fn]luwin;_': “or with the Hn-l'l‘l*l:ll:“\
of Commerce under the anthority of title X of the Merchant
Marine Net, 1936, as amended”,

(2) By striking the words by the Commission™ in the
lirst sentence and inserting the words “by the Commission or
the Secreta l‘_‘h" P

SEc, 16, Subseetion (1) of section 170 of the Atowmie
dergy Aet of 1954, as amended (42 U.S.0. 2210(1) ).
s amended by inserting in the first sentenee thereof im-
J:IH*(H:l!{*l_t' hiefore the |H'I'Em| a comma amd the I'ulluwiu}_r:
“or any ship whoese development or construetion is aided
under title X of the Merchant Marine Aet, 1936, as
Illlll"lll!{"d‘.!.

See, 17, The second sentence of the second paragrapl
of =ection 60T (b) of the Merchant Marine Aet, 1936 (46
IS0 1177 (b)), i amended by inserting after the words
“authorized under seetion G135 of this title” a comma and
the words “or new nuclear fuel cores for vessels” and a
COmma.,

Sy 180 Bection T () (5) of the Merehant Marine
Aet, 1936 (46 US.C 1274 (a) (5) ), i amended 1o read
as follows:
“(5) shall secure honds. notes, or other obligntions

hearing interest (exelusive of preminm charges for jn-
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suranee, and service eharges, if any) at rates not to ex-
ceed such per centum per anmim on the principal obliga-
tion ontstanding as the Secretary of Commerce deter-
mines to be reasonable, taking into account the range
of interest rates prevailing in the private market for simi-
far loans and the risks assmmed by the Department of

Commerce:”

SEc, 19, Seetion 1106 (2) of the Merchant Marine \et,
1956 (46 17.8.0. 1276 (2) ). is amended by inserting after
the words “for reeonditioning or reconstrueting the mort-
gaged property” the words “or to provide a new melear fuel
core for the mortgaged property™.

Sie, 20. The Merchant Marine Act. 1936, is amended
by inserting a new title X111 to read as follows:

“TITLE XITT—EXPERIMENTAL OPERATING

SUBSIDY

“SEC. 18501 The Seeretary of Connnerce is anthorized to
enter into five=year experiniental eontracts with liner opera-
tors for the payment of operating subsidy for the operation of
liner vessels in the foreien commerce of the TTnited States
and with owners of dry bulk vessels built after the enactment
of this title for operation as contract earviers in the foreign
commerce of the United States, subject to such terms and

conditions as the Seeretary may determine.

“Sre. 1302, A subsidy contract may be awarded on any
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service which the Seeretary, in his diseretion, without pablic
hearing, determines is not adequately served. Applicants for
such eontracts must meet the eligibility requirements of sec-
tion 601 of this Act. The Secretary, in his discretion, may
apply the provisions of sections 605 (a) and (b), 606 (5),
(6),and (7), 607 (a), (b), (e), (d), (e), (i), and (g),
608, 609, 610, and 611 of this Aet, or any of them, to con-
tracts entered into under this fitle. He may also, in his dis-
eretion, apply the provisions of section 607 (h) to contracts
entered into nnder this title with liner operators,

“Src. 1303, The amount payable during the first year of
the subsidy contract shall not exceed the difference between
the costs inenrred in operating the ship for insurance, wages,
maintenance and repair, and the cost of such items incurred
in the operation of a comparable ship under the flag of a for-
eign country whose ships are substantial competitors of the
subsidized ship. During the subsequent years of the contraet,
the amonnt of subgidy shall be computed in such manner as
the Secretary in his diseretion may determine. In developing
any new sysiem the Seeretary shall be guided by the overrid-
g principle that the svstem nmst contain ineentives which
ean be reasonably expected (o reduce unit eosts of subsidy in
the future. Such ineentives may inclade the use of an objee-
tive index or indices to govern the annnal change in costs

eligible for subsidy, the nse of a formula or formulas reason-
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ably relating the monnt of subsidy payable to the perform-
ance or production of subsidized service, or the use of sueh
other reasonable approaches to the determination of the
amount of subsidy as the Secretary may in his discretion es-
tablish.

“Bre. 1304, Such contracts shall provide that upon their
termination the operator shall have the option of receiving a
contract for the operation of his vessels under whatever sub-
sidy system i in force at that time, or of selling his ships to
the Government for a price not to exceed their depreciated
book value.”

See. 21, (1) There is hereby established a Commission

to be known as the Commission on American Shipbuilding

(hereinafter referred to as the “Commission™ ) . The Commis-
sion shall be composed of six members, appointed hy the
President. At least one member shall be from the United
States shipbuilding industry. Members of the Commission
shall be appointed for the life of the Comunission, The Presi-
dent shall desienate one of the members of the Commission
ag Chairman, Four members of the Commission shall con-
ghitute a quorum.

(2) Members of the Commission shall each be entitled
to receive S100 per diem when engaged in the actual per-
formance of duties vested in the Commission, including

traveltime, and while away from their homes or regular
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places of business may Le allowed travel expenses, ineluding
per diem in lieu of subsistence. as anthorized by title 5 of the
United States Clode for persons in the Government service
employed intermittently.

(3) The Commission shall meet at the eall of the Chair-
man or at the call of & majority of the members thereof.

(4) The Commission shall have the power to appoint
and fix the compensation of such personnel, as it deems ad-
visable, subject to the civil serviee laws and the Classifica-
tion Act of 1949, as amended.

() The Commission may procure, in accordance with
the provisions of title 5 of the United States Code, the tem-
porary or intermittent services of experts or consaltanis; in-
dividuals =0 employed shall receive compensation at a rate
to be fixed by the Clommission, but not in exeess of $100
per diem, including traveltime, and while away from their
homes or regular places of business may be allowed travel
expenses, including per diem in lien of subsistence, ns anthor-
ized by title 5 of the Unied States Code for persons in the
Government service employed intermittently.

(6) The Commission shall condnet o study of the extent
to which Federal assistance to the private shipbnilding in-
dustry in the United States is necessary to preserve the com-

petitive position of such industry and to preserve a national
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capability for the Imilding and repair of UUnited States mer-

chant and United States naval ships.

(7) The Commission shall not later than three years
after the date of enactment of this Aet submit a compre-
hensive report of its findings and recommendations to the
President and to the Congress, and thereafter shall cease to
exist.

SeC. 22, The Merchant Marine Act, 1936, is amended
by inserting a new title X1V to read as follows:

“TITLE XIV—REPLACEMENT AND EXPANSION
OF UNITED STATES NONSUBSIDIZED MER-
CHANT AND FISHING FLEETS
“Sec. 1401, Avtnorrry To NEGormiate CoNTRACTS. —

(1) For the purpose of promoting the construetion or acqni-

sition of new merchant vessels or the substantial reconstroe-

tion of existing merchant vessels and for other purposes
aunthorized by this Act, the Seeretary of Commeree may
enter into contracts not to exceed twenty years with any
person who is a eitizen of the United States if the Secretary
determines the person possesses the ability, experience, finan-
cial resources, and other qualifications necessary to enable
him to conduct the proposed operations of the merchant
vessels ag to meet competitive conditions and promote United
States domestic or foreign cornmerce.

*(b) For the purpose of promoting the construction of
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new lishing vessels, the Seeretary of the Interior may enter
into contracts not to exceed twenty vears with any person
who is a citizen of the United States if the Seeretary deter-
mines the person possesses the ability, experience, financial
resources, and other gualifieations necessary to enable him
to conduet the proposed operations of the fishing vessel to
meet competitive conditions and promote the utilization of
fishery resources,

“Bre. 1402, TerMs axp CoxpiTioNs oF COXTRACT —
The Seeretary shall inclnde in each eontraet a provision—

“(a) that any new vessel construeted under a con-
traet will be built in a shipvard in the United States
nnder a contract with a shipbuilder enteved into after
the effective date of this Act;

“(b) that any new vessel acquired under a contraet
will be one that was built in a shipyard in the United
States for the United States Governmment nnder a con-
tract with a shipbuilder entered into after the effective
date of this Act;

“(e) that any vessel substantially reconstructed un-
der a contract will be one that was built in a shipyvard in
the United States and will be substantially reconstructed
in a shipyard in the United States under a contraet with
a shipbuilder entered into after the effective date of his

Act:
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“(d) that any vessel eonstrneted, aequived, or sub-
stantially reconstructed under a contract will be of a
type, size, and speed that the Secretary determines to hie
snitable for use on the high seas or Great Lakes;

“(e) that any vessel constructed, acquired, or sub-
stantially reconstructed under a contract negotiated wder
section 1 (a) will be of a type which the Secretary of the
Navy certifies is suitable for economieal and speedy con-
version into a naval auxilinry or otherwise suitable for
nse by the United States in the event of war or national
CIETEency ;

“(f) for the ereation and maintenance of a capital
reserve fund;

“(z) for the approxinmte number and type of ves-
sels which the contractor will eonstruct. acquire, or sub-
stantially reconstiunet snbject to modifications and exten-
sions upon a showing o the satisfaction of the Secretary
of acceptable reasons for modifications or extensions;

“(h) for additional terms and conditions consistent
with this Act, that the Seeretary determines to he neces-
sary to protect the intercst of the TTnited States;

“A(1) for the early replacement of any war-built ves-
el nsed in the movement of enreo under section 901 (b},
Merchant Marine Act, 1936, a8 smended ;

“(3) that each contractor agrees not to incur any
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purchnse money indebiedness with respect fo any vessel
constructed, aequired, or substantially reconstructed
under a contract  without the prior consent of the
Secretary

“(k) that upon failure of the contractor to construet,
acquire, or substantially reconstruct any vessel as pro-
vided in the contract as modified or extended, all deposits
of the contractor will he withdrawn from the fund with
the same tax consequences as result from withdrawals
from the funds ereated by section 607, Merchant Marine
Aet, 1936, as amended, and no further deposits may he
made by the contractor until a new contract is nego-
tinted ; and

“(1) that the contractor agrees that any vessel con-
structed or acquired under a contract will remain doen-
mented nnder the laws of the nited States for twenty-
five years from the date of ils delivery by the shipbuilder
and any vessel reconstructed nnder a contract will remain
docimmented under the laws of the United States for the
remainder of iis economic life as determined by the
Secretary.

“Bro. 1403, OCrpamion ANp MAINTENANCE oF CAP-

TAL Ruserve Fuxp—(a) Fach contractor shall ereate and

maintain for the duration of the contract, in depositories ap-
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proved by the Secretary, a capital reserve fund under the
joint control of the operator and the Secretary,

“ () Each contractor shall deposit in the eapital reserve
fund as is required to be deposited by subsidized operators
under section 607, Merchant Marine Act, 1936, as amended,
the proceeds of sales of vessels, the proceeds of insurance
and indemnities, the depreciation charges, as earned, and
the earnings made on deposits in the capital reserve fund,
and shall annually deposit any percentage of differential
paymenis received on the movement of cargo under seetion
901 (h), Merchant Marine Aet, 1956, as amended, that
the Seerctary determines is from profits and is necessary
to fulfill the contractor’s obligation nnder the contraet,

“(e) The contractor may deposit in the fnd other earn-
ings from his vessel operations.

“Spo. 1404, Tax DeregMmusT oF DEPOBITS IN THE
Fusn.— (a) Deposits of capital gains into the fund are taxed
in the snme manner as deposits of capital gains by subsidized
operators under section 607, Merchant Marine Act, 1936, as
amended.

“(b) Deposits of earnings and differential payments into
the fund are taxed in the same manner as deposits of earnings
of subsidized operators under section 607, Merchant Marine

Act, 1936, as amended.

“Qre. 14050, Wrrnpeawarns From TR Fusn—

L)
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Contractors may withdraw deposits from the fund with the
same restriction and limitation, under the same conditions
and with the same tax consequences as deposits may be with-
drawn from the capital reserve fund by subsidized operators
under section 607, Merchant Marine Act, 1936, as amended.

“SEC. 1406, INVESTMENT oF THE Fusp.—Contractors
may invest deposits in the fund under the conditions and
with the same restriction as deposits of subsidized operators
under section GOT, Merchant Marine Act, 1936, as amended.

“SEC. 1407. DISCONTINUANCE OF DIFFERENTIAL
Pa¥yMENTS,—No operator of a nonsubsidized vessel may re-
eceive any differential payments for eargo moved by such ves-
sel under section 901 (b), Merchant Marine Act, 1936, as
amended, nnless the operator has coneluded a contract with
the Secretary under this Act before Jannary 1, 1968.

“BEC. 1408, DerixitTioNs.—In this Aet—

“(a) *Contract” means a vessel construction, acquisition,
or reconstruction contract authorized by this Aet.

“(b) “Differential payments’ means the payments made
by the United States Government to operators of United
States-flagr merchant vessels for the movement of ea reeo
mder section 901 (b), Merchant Marine Aet, 1936, as
amended, at rates in excess of world market rates.

“(e) ‘Doenmented” includes enrolled,
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“(d) ‘Earnings from the operation of vessels’ includes
hire from bareboat charters.

“(e) ‘Barnings made on deposits’ means earnings on
funds deposited as well as earnings on accumulated earnings
and gains made on sale of seeurities.

“(f) ‘Fund’ means the capital reserve fund authorized
by this Aet.

“(g) ‘Nonsubsidized vessel’ means any vessel not in-
ehided in an operating differential subsidy contract under the
Merchant Marine Act, 1936, as amended.

“(h) ‘Person’ includes corporation.

“(i) ‘Reconstruetion’ means (e substantial reconstrue-
tion and major modernization of a vessel if the Secretary
determines that the objectives of this Aet will be promoted
by such reconstruction.

“(j) “Secretary’ means the Secretary of Commerce in
reference to powers and duties relating to contracts for the
eonstriction, acquisition, or substantial reconstruetion of mer-
chant vessels and means the Seeretary of the Interior in
reference to powers and duties relating to contracts for the
construetion of fishing vessels.

“(k) ‘Subsidized operators” means persons who have an
operating-differential subsidy contract under the Merchant

Marine Act, 1936, as amended.

i
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“(1) “Vessel” includes non-seli-propelled vessels, cargo
containers, cargo vans, and other related equipment.

“(m) ‘War-built vessel’ means a vessel as defined in

section 3, Merchant Ship Sales Act, 1946.”
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