
. 
Su0s i J.:,· ili.iOWd: to (jC dctctr.1i ne....: by eva 1 ut1ticr1 of nati ona 1 
need for !;hi ;>buil di nD capJci ty; su0s id~.' rate dt?tcrr;1i nee! by 
U.S:"".\orc·ian . diffc:entfol . t:1ern hc1d fi;•wd for t:q ye{lr 
perioo; or,crators i'iJ'✓ C option to buy for~ian; yards can sell 
to forei~n ;>urchasei"'s. 

CmerCT ti 11'.'.L Subs i Ll.:' f:.1 tcrnu ti ves 

f!evenue Incentive System \·1it:·1 or uiti1out recaptive; puyr.1ent 
for crn;1r,1ercial cargoes only; relatively free entry; flexible 
trade routes. 

Class rate s.ystcr:1 

Elininate non-i~;ilitttry ~reference caraocs by nakinci f.Iu and 
PliWO cargoes available to reci:>icnt natfons on Ff.,S bas·is on 

.U.S. pott. 

Passenner Shir, . 

Don't discuss the itcr,, in rrogrun~, but allm! oper-ators to 
reriucst. early rpti rernent. 

-----· 

Title XI 

Elininate Title VI reserve funds at end of present contracts.· 

Use standard aos A-70 interest rate. guides do not 
subsidize the interest rates; encourage Ti tl c XI use for 
specialized private buildins for 800 use (as snall tankers) 
of other.1i se non-coctpeti ti ve sili ps. 



Researc;1 Z: Ll2veloiJ1.1cnt 

NORF. 

Govcrnn:ent provide matchi 110 funds under some form1l n such as 
.20 i ndus tr-_y, 30 ~-1ovcrn;11ent. 

tmi-·hn:dzc r!CdJ rtit;wr than otll0r sub!:i·idh~s in attc:11!)t to fin,:l 
meuns for- com;.:eti ti ve i mprovci:1cnt .. 

No ne\~ nuclear program;, discontinue Savannah. 

Revitalize by scrnc converstions an<l some austers new 
constructfon in forci~n yards. 

Transfer of MARAD to DOT ------- - --- - -
Transfer by reorganization plan 

Inderyendent Su'.;s i ci~, Seard -

Independent Goard appointed by Secretary 

· !· •• ShinLuildin0 Study 
·I ------.:.:..·· --·. 

- I 

i nter:er-a rtr;-;(!nta l oovern:-;1ent c.iroup to d(}teri:i.i ne 1 eve 1 cf need 
for subsidies on merchant ship construction in addition to 
,·Javy and other .. govern;Jent pr·ogrt4rns .. 

Pro1rarn :·ioney Love 1 s 

Construction and O;)eratinc; aids sufficient to ncet r;i1itary 
d .... ·1 ' t·· ,. • t .J" an-- urgen c c, v, emergency neaus, a,n ng rare, r:n cons -rue c, on 

and si1ipy~rd needs intoaccount (Task Force level) .. 
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A PROGRAM FOR MERCHANT. MARI NE RENEHAL 

OBJECTIVES OF THE PROGRAM 

The program proposed in this paper has the fo 11 owing objectives: 

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 to.the national need for private 
shipyard capacity taking into account other government (e.g.-, Navy) 
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. 

-- Allov, ship operators to purchase _ships in world shipbuilding market 
for U.S. flag operation with full privileges, subject to controls 
consistent • with programs res trai ni_ng fore_i gn expenditures and 
investments. 

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

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

SUMMARY OF PROGRAM FEATURES 

Shipyard Subsidy 

-- Subsidy amount to be recommended by Secretaries of Defense and 
Transportation after evaluation of national security need for 
shi pbui 1 ding capacity and of degree of maritime s.upport needed in 
addition to other government programs; subsidy rate determined by 
U.S.-Foreign construction cost dffferential; operators have option 
to buy foreign; yards can sell to foreign purchasers. 

- I 
I 
I 
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Operating Subsidy 

Developmental contracts would be granted under the fo 11 a.·li ng 
alternative systems: 

Revenue Incentive System providing subsidy related to cost­
parity but paid on basis of revenue earned, \'Ii th or without 
recapture; payment for corrmercial 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 ne\'1 
·system selected at end of present contracts. 

Cargo Preference 

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

Passenger Ships 

Encourage operators to request early retirement. 

·Reserve Funds 

Eliminate Title VI reserve funds at end of present contracts. 

Title n_ Ship Mortgage Insurance 

Encourage Title XI use for specialized private building for DOD u5e 
(as small tankers) of othen~ise non-competitive ships. 

Research! Development 

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

Reserve Fleet 

Revitalize by some conversion and some new construction of austere 
ships in U.S. Yards with an initial appropriation of $30m in FY 

I 
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1970. . Allow for purchase of recently constructed but no 1onger1 

economically compet.i-ti ve conventiona 1 ships. Retain ships in fleet! 
for eme_rgency use -- no trade outs. 

Nuclear Ships 

Review need for nuclear program at p~esent. 

Transfer of MARAD to DOT 

-- Transfer is proposed in order to 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 hm,, 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 needs reform, to simplify· 
its administration, to provide incentives to comp~titive and 1 

productive operation, to limit it to cargoes carried-in co@petition I 
with foreign operations. This subsidy is avai1ab1e to only about l 
1/2 of the fleet that is engaged in carrying cargoes to foreign 
destinations. The other half of the non-domestic fleet receive l 
difficult-to-control indirect subsidies in the form of higher rates 
for carrying government ca·rgoes. 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 per 
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 
cos ts that make competitive corrmerci a 1 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 judgment of the 
operators themselves. The replacement program is tied to the 
government support of the shipyard industry, whose needs and 

• problems are on1y partially related to the merchant marine -- an 
industry that receives we 11 in excess of $2 Bi 11 ion per year in 

. I 
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. government support from Navy u.nd other non-rnarit·ime governm2nt 
programs. To provi.dc for merchant marine rep 1 ~cement, acldi ti on(,{ 1 
federa 1 subsidies, possibly in excess of the nnti ona 1 secud ty need 
for such support, must be funnelled to the sJ1ipyards. 

The merchant marine is the only A111eri can transportation industry 
required by law to buy its capital equipment -- its ships -- from 
U.S. sources at completely uncompetitive prices rather than having 
an option to purchase at prices that will enable him to compete 
with foreign merchant marines. 

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

• levels 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 vihose only ·function and 
utility is to carry these cargoes. Some cargo preference progrom 
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 
methods. There is 1 i tt 1 e competitive pressure to 1 ower ship 

. prices. • 

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

The Defense justification for passenger ship subsidies has 
disappeared and their economic future is dim. Subsidization of 
luxury 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 _in its support and promotion than any other transport 
mode, has been excluded from inclusion in the Department of 
Transportation, thereby making its coordination with other parts of 
the nation's transportation system greatly more difficult. 

Background: Philosophy 

The merchant marine, like other programs·requiring Federal support, should 
be subsidized only for the purpose of meeting identifiab1e national needs. ·i 1· 

I 
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Further, the level of Federal support must be keyed to meet these needs at a 
minimL111 but adequate level. These iden~ifiable needs for a merchant mar·i11e 
are na ti ona 1 s ecuY'i ty needs for shipping - - our mi 1 i ta ry needs, p 1 us the 
capability to meet the most urgent civilian needs of the economy under 
emergency conditions. It is to this level that our fleet should be 

• subsidized and ~·lithin this frame\'JOrk renevJCd and revitalized. This level of 
emergency need can be met by a mix of s ubsi di zed pri vate-o·.-med active 
shipping and government-o·.'lned reserve shipping ca lcul v.ted to provide the 
required capability at the minimum cost to the taxpayer, subject to the 
availability of manpower to man reserve vessels. 

The economic value of a highly-subsidized merchant marine must be viewed !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 needs. We welcome such 
des i rab 1 e secondary economic benefits as it returns, but they are • not a 
justification themselves for the subsidies. On the other hand, a merchant 
marine operating competitively and productively with little or no subsidy 
would be an effective contributor of economic benefits and we should havelas 
large a merchant marine of this competitive, non-subsidized characterjas 
private enterprise can develop. I· 

I 

i 

Much has been said of the urgency of a 1 arge, expensive merchant marine , 
revitalization program. The fact is that we cannot disregard the costs ~nd 
we do not need such a program at excessive costs. 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 withbut 
difficulty, carr·ied by international shipping at competitive costs. 1he 
marginal changes in the level of U.S. merchant marfoe participation I in 
carrying our foreign trade that are feasib1e and achievable would not affect 
our Balance of Payments position to a degree sufficient to justify ;tile, 
cos ts. i 

The real urgen~y is for po1ic)' r~forms that \·r-t!l provide.a. sound basis :.to 
enab 1ethe i rwus try to meet 1 ts prob 1 ems \·11th compet, t, ve and product, vc 
solutions and without excessive government interference. The most needed of 
these po 1 icy reforms is a 1 oos eni ng of the present ·res tri cti ons that tie the 
operating merchant marine to the shipyard industry. These are separate 
i ndus tries each with • its own important p 1 ace in our economy, its O\'/n 
relationship to national needs, its own prcb1cms. They arc subsidized at 
completely different levels. The present obsolete state of the merchant 
marine is directly attributable to this _tie: Our merchant marine operators 
would have long since proceeded with renewal of their fleets, if free to 
purchase their ships in the v,orld market at. competitive prices like the 

1 'l 
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shipouners of other maritime nations. As things stand, in order for private 
shipowners to replace privateiy-owned merchant vessels, udditional 
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 
Federa 1 tax money for the construction and repair of vessels for government 
ownership -- Navy, Coast Guard and other. 

Exeected Results of Program 

The program proposed does not guarantee that any given size fleet will 
be built -- no program short of nationalization of the merchant marine could 
do this._ 

The program would give the marit·ime industr-y the opportunity and 
fl exi bil i ty to fully meet the revo 1 ution in technology nm·1 underv1ay in 
maritime transportation: Containerized gene·ral cargo systems and the large 
specialized bulk ship systems which are being placed in operation require 
that investments in ne~•, ships be made at competitive prices. New ship 
types, particularly the large specialized carriers, will inevitably drive 
older and obsolete ships from the ocean. The as-yet-unkno\'m impact of these 
nm'/ developments on the market for shipping services requires that 
management be free and flexible in its ability to make judgments on nrn·1 
equipment investment and service opportunities. The proposed program would 
provide this flexibility: It \'1ould lift the ceil"ing on government 
restraints on fleet renewal and reduce the interference in day-to-day 
operations. 

·The opportunity prov·i ded by the revo 1 uti on in tech no 1 ogy is _ timely: 
Competing foreign merchant marines have comndtted large investments in 
conventional ships v~ich although young, are obsolescent in the light of 
technologic~l possibilities. The U.S. Merchant Marine, by virtue of the 
existing stagnation of investment caused by the rig-id laws requiring U. S. 
construction, are in a position to renew and expand under this program with 
advanced-type vessels and· systems, thus turning th2 problem of our obsolete 
(but largely a~ortized) fleet to advantage. 

DESCRIPTION OF PROGRAM FEATURES 

Separate Subsidx_ Programs for Slrip Operators ~nd liJ1Jpyards: Ship operators 
and shipyards \·1ouidhave 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 wou1d be detenni ned by the 
nationa 1 security need for shipyard activity, taking Navy and , 
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other government support to shi pyard:-s into c1ccount. 

Ship operators could purchase their vessels at world m~rket 
ship prices and woul cl receive opera it fog subsidy to enab 1 e them 
to operate f1 exi b ly and competitive t11 in the \·1orl d market for 
comnercial shipping services. • 

These· programs are separately described lb2lrn·1. 

-- Fleet Renewal: 

• 

Operators in Foreign Trades: Ship o;~rnrators in foreign tr0.d8s 
would be pennitted to buy ships at Horld market prices either 
by purchasing ships built in U.S. 11~.rcls under the shipyard 
subsidy prog,~am or in foreign y a,'tds, subject to approprict te 
res tri cti ons on foreign expendi turcs· and investments. Foreign­
built vessels would be registered unt~~r U.S.-flag, manned with 
U.S. cre\·Js and v10uld have all Jprivileges of U.S. registry 
accorded to similar U.S.-built vesse]s. Only new foreign-built 
ships would be eligible. Genera] design features and 
specifications of vessels to be built would require approval by 1 

the Maritime Administration to ~e eligible for subsidy. 
Operating subsidy would be available· to any ship in foreign 
trade except proprietary carri ers.1l up to the 1 imi ts of the 
program level. 

Operators in Domestic Trades: Shiiip operators in domestic 
trades \•JouTd • be a61e to purchase s-.!Lrips at \'!orld market prices 
in U. S. or foreign shipyards but under a 1 i cens i ng procedure 
which would function to prot~ct existing unamortized 
investments in ships constructed or substantially converted at 
U.S. prices. The procedure for pladng the domestic trade of a 
new ship to be built at a worTid market price would be as 
follO\'lS: 

1. The operator would make application to the Maritime 
Administration v1ith his proposalL . 

2. A hearing would be scheduled ,and opportunity to be heard 
would be available to those \t;;Jho considered that their 
existing ship investment equity ~·muld be jeopardized by the 
proposal. 

_3. The application, together with heDring record would be 
considered by the Maritime Subsi~y Board, who would decide 
whether the ships could be entet~d in the service {subject, 

· of course, to norma 1 I CC certi fiir.cati on). 

I 
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4. Appeal by either c1pplicants or- opponents would be made to 
the Secretat~ of Transportation. 

Entries v10uld be considered on a trade-by-trade basis: There 
ar~ some domestic trades where there would be small li~elihood 
of either opposition or jeopardy of existing investment. No 
operating subsidies would be availilb1e in domestic operations. 

The program would ca 11 for rcmovi ng; a 11 res tri cti on on foreign 
construction of U.S.-flag, U.S.-nww'1ed vessels for domGstic 
trades in FY 1982, 12 years after the progr~m starts. 

·Trade-in Vessels: Existing vessels of operators in either 
domes tfc or foreign trade could be. purchased into the Nat-i ona 1 
Defense Reserve Fleet, depending on the needs of the NDRF and 
the vessel's potentfol utility to the NDRF in terms of 
condition and type of configuration. 

-- Ship,v_~fi Subsidy tr~~: The Federal money to be available 
annually for subs1diz1ng merchant sh1p construction would be 
recommended jointly to the President by the Secretaries of Defense 
and Transportation, bnsed on their detcr~ination of: 

I 

The Nati ona 1 emergency need for prti vate shipyard activity and / 
shipyard capacity. 

1 

-- The degree to which this need is be·rr1g met by Navy and other 
government program~. 

-- The degree to which this neecl should be met by shipyard 
subsidies for merchant ship construction, either to maintain 
activity or capacity levels, or to 1maintain specialized skills 
or facilities that would not otherwise exist. The Secretaries 
would consider material presented to them by the shi pbuil ding 
industry and ship operators in addition to other information. ! 

After determination of the level, the pr_og·rium would handle shipyard 
subsidies as follm·rs: 

1. Construction subsidy rates would be ·initially c«lculated in a 
manner similar to the present system to indicate the best 
es ti mate of percentage difference. between U.S. cos ts and 
reasonc1ble foreign costs. These ra.tes would be promulgated by 
MarAd and fixed for an initial_perio:d of up to two years. 

2. The U.S. ship purchaser would ~ave the full freedom to 
purchase his ships either in the U.S. yard or abroad based on 

I 
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price and any other considerations he may \'dsh to include, such 
as case of repair und supply, etc. Thus, except for additionJl 
safety requ·ircments for U. S. registry or more expensive crcv1 
q uatters needs, he faces the same ship prices as any \'/Or 1 d 
market ship purchaser. 

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

4. The U.S. shipyard, \·rith knm·1leclge of his costs, the subsidy 
rate and world ship prices, could design ships for sale to 
operators, could bid on contracts offered by ship purchusers 
and could work on a completely free basis with the operators, 
U.S. or foreign. 

5. Proposed contracts for construction \-Jould be brought to MarAd 
who \'lould pass on the general specifications of ships for u. S. 
operators. Subsidy money to the limit appropriatedfor the year 
would be allocated to yards with choice between contracts being 

7. 

8. 

9. 

made ·on a productivity formula basis. • 

Subsidized operators under present contracts would continue to 
receive "M&R11 as an i tern of subsidy and \'JOul d be required to 
repair in U.S. yards until termination of their contracts. 

Shi pm·mers purchasing ships abroad would be urged to take 
rnaximwn advantage of financing, interest rate and ship pricing 
arrangements that are offered by for2ign countries. (In some 
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. 

10. Funds to be -used for ship purchases in foreign yards would come 
under controls on foreign investment and ex·penditure similar to 
those faced by other U.S. transportation industries. 

11. 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 Pro9rams: 

• ·New Liner Contractors: New _qualified applicants would be 
placed under deve 1 opmenta 1 contr,cts utilizing ne\'1 operating 
subsidy systems that would prov1de greater incentives to 
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efficient, productive and co~petitive operntion 
while a 11 mri ng the government to reduce its s urvei 11 ancc and 
stay out of ·the operator's management decisions. 

Two alternate systems have been developed: 

• 

Revenue Performunce Incentive System: 

Using the present cost padty system as a pofot of 
de~arture, it takes gross operating revenue as a measure of 
performance and· re 1 a tcs it to subsidy accrua 1, di vi ding the 
subsidy accrual at a starting point of tim2 {base year) by 
operating revenues for that year to establish an incentive: 
payment factor. This foe tor rcrnu ins fixed f Ol' an in cen ti vc • 
period, for example, 3-5 years. The amount of subsidy 
puyable during each year in tile period is the. result ofj 
multiplying the incentive factor times the revenue carned

1 in that year, regardless of revenue or cost changes. At: 
the end of an incentive period, a new factor is calculated.I 
Subsidy will be pa·id only for revenue earned by carrying' 
commercial cargo. 

Class Rate Need System: 

This system divides the foreign trade merchant marine into· 
• cl asses 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 reasonabl~ 
and prudent management practices and on domestic price1 
factors. By comparing cos ts with revenues it determi ncs! 
how much subsidy is required to produce an acdeptab 1 e rate. 
of return on the capita 1 investment. The c 1 ass subs i d,Yi 
rates \·rould be recalculatsd periodically as incom~ 
potential and costs change. This system is similar to tha~ 
now in existence for the class rate airlines administered 
by CAB. It has the advantage of automatically phasing 
itself out of existence if the rieed for subsidy disappear-s.i 
Also, there is no requirement to detennine foreig~ 
operating cos ts. 1 

! 
• I An additional system dealing with both capital and operating 

subsidy is available for trial: 

• Build and Charter: The operator constructs a ship to 
spec, f1cati ons acceptable -to tf.e Subsidy Board and charters 
it to the government at a rate to cover his capital and 
operating costs plus return on investment. The govern~ent 

I 
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recharters the ship to the operator at a lo·der rate, the 
difference between the two rates being the operator's 
subsidy need. 

Present Subs i d·i zed Contractors: .The present contractors \'iottl d 
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 contrDcts would be based on the new 
system. Operators whose contracts would tel~inate during the 
development perfod, \'/Ould be givei1 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. 

Btilk Operators: The operating subsidy for bulk carr"iers would 
be a streamlined, administratively simplified class rate 
system. The system would be slightly different for long-tenn 
time charter operations and shorter-term arrangements. 

Long-term Operations: 

.1. Entrepreneurs p 1 anni ng to set-up or b·i d upon a 1 ong­
term charter (for example, a 10 or 15 year charter to 
move coal or ore for a steel industry operation, here 
or abroad), prior to making his bid would bring the 
details 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 
~rrangement 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 mutters 
\'IOU 1 d be on a confi den ti u 1 basis bet\'1een the Board and 
the operator to avoid jeopardizing the operator's 
competi~ive bidding or negotiating position. 
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3. The Board's decision \'IOuld form a coT:mitment to the 
operator, should he obtain the contract, and he can 
then make his bid (or negotiate) for the charter 
a 11 owing his bid price to rcfl ect the subsidy. 

Short-term Operations: 

1. Operators con temp 1 ati ng shorter-term time charters ( for 
example 1 or 2 years) contracts of affreightment, etc., 
would bring the details to the Mc1r·itime Subsidy Boarti, 
as above. 

2. Depending on the length of arrangement contemplated, 
the Board could corrimit for a one-time subsidy payment 
or annua 1 payments, w-i th performance requirements 
consistent with the charter. 

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

-- ~ubsidized Bulk Operations to be Related to U.S. Foreign 
l rade: .. 

Cargo Preference: 

To receive subsidy, bulk operations \•tould have to be 
related to the U. S. Foreign Trtlde. However, these 
subsidized operations could· have one or more legs in 
cross trades between foreign countries as part of their 
overall operation. 

Cargo preference would be retained but its costs would be reduced by 
alla11ing ne\'/ subsidized bulk ships to compete for the cargoes, in 
conjunction with their commerci a 1 operations. Cargo preference \·tould be 
administered under "Fair and Reasonable11 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 cargo 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 location of the maritime 
promotional functions of cargo preference administration be reviewed. 

I 
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Passenger Sh·ips 

The op2ration of 13 1 uxury passenger ships cos ts about $50 M annua 11y in 
operating subsidies -- roughly a qu~rtcr of the entire direct operating 
subsidy accrual~ These vessels provide luxury cruises and some luxury.,.class 
transportation. For transportation purposes, the trend is strongly tm·:ard 
air trave 1 and in a 11 cases wher-e scrvi ce is prov·i ded by U.S. pc:issenger 
vessels,arnple alternative air transportation is available.· 

The Defense utility of these vessels has dirnin·ished to the vanishing point. 
They are extremely expensive to use as troop v2ssels. 

The operators of these vessels would be encouraged to terminate the subsidy 
contracts on the vessels at the early dute so that the funds cun be 
reprogrammed into other uses. 

Nuc 1 car Shi~ Progrum 

There is serious doubt as to the attruct·ivcness und \1Jisdom of proceed"ing 
with a brondcr nucl eur ship program at the present t·ime. It appears that 
power reactors of the relat·ively small sizes reqLrired for rner·chant ship 
propulsion will continue to be non-competitive with oil over the foreseeable 
future. The necessity for active operation of the N.S. SAVANMAH should-also 
be reviewed in the light of the probably dim future of nuclear merchant ship 
reactor technology. 

Research and Development 

The program calls for increasing the annual level of effort in Maritime­
related research and development to roughly· $25 Mas part of the Department 
of Transportation R&D program. The participation of pr·Ivate industry in 
supporting and participating in maritime R&D will be encouraged. 

Maritime R&D would include ship operations, cargo handling 
sys terns on ships and a~hore, i ntegi"~ti on of sea and 1 a~d 
transportation systems, basic hydrodynamic research related to 
modern merchant ship hull forms. 

Ship Avai 1 ability for Defense and Emergency Needs 

The program would include arra~gements for the. avai!ability of 
ships from the active fleet on an incremental basis without the 
need for req~isitioning. 

A plan being discussed bet\•Jeen the Department of Defense and a 
group of private operators, calls for several levels or stages of 
ship availability, keyed to particular levels.of Defense activity. 

I 
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The details of tlri s 
Department of Defense and 
oper«tors. 

Revitalization of the NDRF 
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system are being worked out between the 
the representatives of the private 

The program includes a proposal for the r2vitalizc1tion of the 
NDRF in order to provide a 11s urge capc1.b·j 1 ity 11 to meet p::ak 
emergency needs in future crises, and in the event of smQl lcr 
emergencies, to meet needs \·1ith less disruption of co;r.mercial 
services. This revita1ization would be accomplished over several 
years through some conversion of existing NDRF vessels, some ne\,, 
construction of austere1y-built ships and perhaps some purchases 
from opera tors of re 1 ati ve ly ne\·t but coir:merci ally uncompeti t·i ve 
ships. 

1. Some of the roughly 100 Victory (/\P-5) -- class troopships 
in the NDRF would be converted and/or jumboized into 
.general cargo ships of about 13~700 measurement tons 
( 550.,000 cubic feet) capac-i ty, with cargo handling gear 
capable of up to 60 long ton lifts. Estimated cost is 
about $2.8 million per ship. 

2. Rcturni ng Victory cargo ships nrnt under genera 1 agency 
agreement operations could be selectively repair and 
returned to the fleet. Estimated average cost is $140,000 
each. 

/ 

3. s·ased on bid costs con·sideration 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 mmed by existing operators could be 
purchnsed 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 oth~r 
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 a llm'I quicker avail ~bil i ty. 

I 
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8. Ne\'l, converted -and upgruded ships in the NDRr- would be 
excluded from ship exchange provisions in order to keep a 
better quality 11s~rge cc1pacity11 for emergency use. 

The program contemplates that the setting aside of Title VI reserve 
funds \'lil 1 be terminated at the expiration of the present contract 
commitments. The futL1rc capita 1 i rives tments of the merchant mclri ne 
can then come under the depreciation guidelines and the investn1ent 
credit rules of the Treasury Department similar to those governing 
other industries. 

The Secretary of the Treasury wi 11 underta.ke a review of our tax 
lav, as it affects the shipping industry, including U.S.-ovmed 
shipping under foreign gl ags, \'Ii th a view to recommending other 
legislation to remove unjustified tax advantages. 

,,, 
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Th2 p~ogr~m calls for sub~idizi~g the operation of sufficient shippino 

c.:p2..c: ·~y to meet the nv.ti or.a 1 sccu,hy needs (riri1 i tary needs p 1 us tr:c 

com2s tic construction of new ships~ und t.w o;'.Jportuni ty fer the government 

to purc:1ase new Oi ... existing vessels for the UatioLa1 Defense Reserve 

F1cet as we11 as convert and/or jumboize V·ictory class troopships. 

The fk:Gt s i zc.~ mix of ships) s p 1 it beuveen act·i ve and reserve stat us~. 

and total costs to the government~ WJS estimated for the program on this 

basis and subject to the fo 11C\'Ji ng conditions: 

Tl1e fleet:> active ·and resetve, fa to be capable of meeting the 

time-phased requirements fo·r the 19701 s. 

Mannin9 for the reserve f1eG-~ must be available in a reasonable 

period of time. 

Domestic shipping is restricted to u. s. F1ag vessels. 

Operators have the option o·'-' buying new ships either·\ foreign 

or domestic. 
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the above conditions. 

RESULTS 

Many a 1 tern at iv~ programs were exarni ned--one is shovm bG 1 a11: 

Level program of new construction in u. s. shipyards of $110 M 

Fcde~"'a1 subsidy per year p1us ~go·M of operatm"'s share (i.e. 55% 

CDS); p1us up to $30 M per ye--," o·;: Federal money into shipyards for 

Re:serve Fleet revitalization by conversion and new construction. 

(A11 of active fleet under operatir.g sub~/idy or in domestic trade.) 

Reserve 

(Ships/Tonnage) (Ships/Tonnage) 

Generu1 Cargo Ships 244/3.6 M 45/0.57 M 

Dry Bulk Carriers 7 r:;-:> 3 ~1 ►; ...J • I' - 0 -

- 0 -

Total 528/ 4-.0 45/0.6 
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·com~cs1ti6n of Fleet ----------

New Construction in Domcst~c Yards: 60 large tankers 74 large 

automated dry bu1 k carrfors 

h"I gh spc~d ce:1tainev·shi p5 o • 

r:7 1 . I ... • • • • N "' I • , 1 . . 
~ arge tan~ers ot a~s1gn s1m11ar co snips current y oc1ng 

constructed in u. s. yurdso 

appto;dmcltc ,y 171 gcncrJ 1 cargo sir· ps and 93 tankerz bui1 t s ·i nee the 
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Propose~ PrivAtG Fleet 
., ... 

-Act·vc.-

( A ,.. "' ' ,... 1 ·: ("\ G ~-) $ o..-:"'mrcn ~ , . ~ ..., 

{ Sh·I ps/mff) 

619/7.1 M 

Dry Su1k Carriats 59/1.1 M 

Tunkcrs 210/7 .1N 293/6.9 M 

.. I ,, 

1 \ 

Totc11s 971/15. M 

i 
·.' 

·i 

l 

i 
l 

i 
. l 
I ,. 

,, 



5 

\ 

sb·ip s:~~..:d .:. •. d the n.ot~ productive c"tgo } ~~:-;c·-·;--:g f-22.turcs on future 

RequirGd approprfot·ions for th0 W-ye:ar pct·k,d FV 1970 to 1980: 

Shi py~rd Support' $1., 10 B 
... 

Operating A·Id 

NDRF Ship Cos tz 

Total $3.09 B 

' .-,,· 

; funds of about $25 M per year for f·l ve years ·is fac'I uded in the progtam. 
J 
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.;-,, . ' .>., 

! ' ._-s THE SECRETARY OF TRANSPORTATION 

~ ,.:-:'.~-~----·: ,,1 WASHINGTON, O.C. 20590 
•,..,_.., ............... ~ 

(J j,.. ...... i·t-;-~,\ ;-,.· 

Identical letter to: I 
Honorable John Wo McCormack 
Speaker of the House 

of Representatives 
MAY 2 0 'b68 

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

Dear Mr. President: 

There is transmitted herewith a proposed bill 
,·•' 

"To amend the Merchant 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 to 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. 

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 closer integration of maritime transportation 
into a unified national system of .transportation by 
transferring the functions of the Maritime Administration 
to the Depariment of Transportation • 

·:,11, f,I •• , I I . I I' 
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.• ~--·• i..'('.J di cus~ion and justification of the proposed bill is 

..:0ntain~d in the statement which I presented today to th'e Sub­
con.r.1i t tee on Merchant Marine and Fisheries of the Senate Commerce 
Committee. A copy of that statement is enclosed. 

The Bureau of the Budget has advised that enactment of this 
proposed legislation would be in accord with the President's 
program. 

Sincerely, 

Alan S._ Boyd 

Enclosures 
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A BILL 

To amend _the Merchant Marine Act, 1936, and other 
statutes to provide a new m~ritime program. 

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

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

of the Merchant Marine Act, 1936 (46 U.S.Co 1119(b)), is amended by 

inserting before the period at the. end thereof 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, re.con-

struction, or reconditioning of ships for operation in foreign 

commerce, and for the acquisition of used ships, $110,000,000, 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, is 

amended an follows: 

(1) Subsection (b) (46 U.S.C. 112l(b)) is amended by 

inserting at the end thereof, immediately before the semi­

colon, a comma and the ·words "or which should be emplo.yed 

as contract carriers". 

(2) Subsection (d) (46 U.S.C. ~12l(h)) is amended by 

inserting after the words "services, routes, and lines" a 

I 
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comma and the words "or as contract carriers" and a comma, 

and by inserting a f tc. r the words "se. rv ice, route, or line" 

a comma and the words "or contract carrier". 

Sec. 3. Sections 501 through 503 of_ the Merchant Marine Act, 

1936 (46 U.S.C. 1151-1153), are amended to read as follows: 

"Sec. 501. (a) For fiscal year 1971 and each year thereafter, 

the Secretary of Transportation and the Secretary of Defense shall 

recommend to the President the level and character of ship construc­

tion subsidy. The two Secre.taries shall jointly determine and 

publish a statement setting· f.orth: (1) The national· need for private 

shipyard activity and capacity; (2) the degree to which 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 construction. In making these deter­

minations, the two Secretaries shall give· consideration to such 

factors as the long-run plans for emergency production and the 

need to maintain specialized skills. 

(b) Any privately-owned shipyard who is a citizen of the United 

States may make application to the Secretary of Transportation for a 

construction-differential subsidy to aid in the construction, recon­

struction, or reconditioning of vessels for United States or foreign 

documentation. If the vessel is documented or is to be documented 

under the laws of the United States, the applicant shall submit the 

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

• } 
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The Secretary, after consultation with the Dep::trlrnent of Defense, 

may require that certain features be incorporated in the. vessel for 

national defense purposes. A ship operator, who is a citizen of 

the United States, 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 seeking such bids. · 

"Sec. 502. The amount of construction-differential subsidy 

shall be determined by the Secretary. The amount of subsidy may 

equal but not exceed an amount computed by taking the excess of the 

fair and reasonable estimate, as determined by the Secretary, of 

the cost of constructing a type of vessel in United States ship-

yards (excluding the cost of any features incorporated 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 

cost, as determined by the Secretary, of the construction under 

similar plans and specifications of that type vessel (excluding 

national defense features as above provided) in 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 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 cost of construction 

of that type vessel in the United States shipyards, and applying such 
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percentage to the applicant shipyard's contract price. Subsidy rates 

shall be computed separately for different types of vessels and shall 

be periodically recomputed but not more frequently than once each 

yearo 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 percento 

"Sec. 5030 (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 

shall be approved for subsidy unless the Secretary finds that the 

price is fair and reasonable, and that the shipbuilder possesses the 

ability, experience, financial resources, equipment, and other 

qualifications necessary properly to 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 into account the intended purpose and function 

of the vessel. All contracts submitted to the Secretary shall be 

accompanied by detailed estimates of all costs on which they are 

based. The Secretary may require that the bids of any subcontractors, 

or other pertinent data, accompany such contracts. All such bids and 
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data relating thereto shall be kept on file for such period as the 

Secretary may determine. 

''(b) All construction in respect of which 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 conscruction, 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 articl~s, 

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. 

"(c) In order for a vessel constructed abroad to be eligible 

for operating subsidy, the operator must first submit the specifica­

tions of the vessel 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 payments; 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 vessel constructed with construction-differential 

subsidy or in a forciGn shipyard subse.qucnt tu Januc1ry 1, 1969, 
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may be. operated i.n the. domestic trac.l-. unless the. Sccret.:1ry deter­

mines, after notice and hearing, that the operators of vessels which 

have been constructed or reconstructed in the United States after 

January l, 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 vessel. 

''(e) Any person may make written objection to the public dis­

closure 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 disclosureo" 

Sec. 4. Sections 504, SOS, and 506 of the Merchant Marine Act, 

1936 (46 U.S.Co 1154, 1155, and 1156), are repealedo Contractors 

with the United States may be released from the provi~ions of their 

contracts inserted pursuant to the provisions of section 506 when 

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

of vessels which have been constructe.d 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 vessel in domestic trade. 
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Sec. 5. Sections 507,. 508, 509, 510, and 511 of the Merchant 

. 
Marine Act, 1936 (46 U.S.C. 1157, 11~8, 1159, 1160, and 1161), are 

redesignated as sections 504, ·.505, 506, 507, 508, and 509. I 

Sec. 6. Subsection~ (1) and (2) of section 507(a) (formerly 

section SlO(a)) of the t-lerchant Marine Act, 1936 (46 U.SoC. 1160(a)), 

are amended to read as. follows: 

"(l) The term 'obsolete 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 tcnn 'new vc•r;::<'l' rnc..:1I1fi ~l vcs~; l whose con-

struction in a foreign or United States shipyard is contr.actcd 

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 tradc--in." 

Sec. 7. Subsection· (a) of section 508 (formerly section 511) of 

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

out subdivision (2) thereof and redesignating subdivision (3) thereof 

as subdivision (2). 

Sec. 8. Subsection (a) of section ·501 of the Merchant Marine 

Act, 1936 (46 U.S.C. 1171), ·is amended :by striking out. of s.ubdivision 
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(l) of the second sentence there.of everything c:1ftcr tht! words 

"authori.7,cd under section 613 of this title" except the semi-colon. 

Sec. 9. Subsection (c) of section 605 of the Merchant Marine 

Act, 1936 (46 U.S.C. 1175(c)), is amended by striking out of the 

first sentence thereof the words "after proper h2aring of all parties" 

and the words "following public hearing, due 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 fin¢iing 

under this subsection as to the adequacy of service, the Secretary 

must provide 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 to present the same orally in any manner, .and consider all 

relevant matter presented." 

Sec. 10. Section 610 of the Merchant Marine Act, 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 

,shall be documented under the laws of the United States". 

Se.co· 11. Section 801 of the Merchant Marine Act, 1936 (46 U.S.C. 

1211), is amended by striking out "titles VI or VII" and inserting in 

lieu there.of "titles VI, VII, or XIII''. 

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

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

I 



date of this Act for construction of vessels with construction-

differential subsidy. 

Sec. 13. Section SOL~ of the Merchant Mar_inc Act, 1936 (46 

U.S.C. 1214), is amended by striking out· the words· "operating-

9 

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 (c) is amended by striking ''$25,000" 

and inserting in lieu thereof "$50,000". 

(3) Subsection (d) is amended by inserting "under 

' titles VI or XIII of this Act" following the word "con-

tractor" in the. last sentence. 

Sec. 15. Section 808 of the Merchant Marin'e Act·, 1936 (46 

U.S.C. 1226) is amended by inserting the words "or title XIII" 

immediately fol lowing the words "title 'VI". 

Sec. 16. Section 810 of the Merchant Marine Act, 1936 (46 

U.S.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 thereof 

the words "titles VI or XIII" •. 

I 
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Sec. 17. Subsection (b) of section 901 of the. M2rchant Marine 

Act, 1936 (L1-G U.S.C. 124l(b)), is amended by inserting before the 

period at the end there.of the. fol lowing: II or (3) the vessel was 

built or rebuilt outside. the Unite.d States s~bscqucnt to January 1, 

1969. No vessel receiving operating subsidy and carrying cargo 

under this section shall receive a rate for such cargo in excess of 

that which it would receive for non-preferenc~ cargo moving on the 

same route''. 

Sec. 18. Subsection (c) of section 905 of the Merchant Marine 

Act, 1936 (L1-6 U.SoC. 1244(c)), is amended by striking the words 

"un<le.r title VI of this Act" and inserting in lieu thereof the 

words "under titles VI or XIII of this Act". 

Sec. 19. The Merchant Marine Act, 1936, is amended by inserting 

' a new title XIII to read ns follow~: 

"TITLE XII I - NEW OPI~RATING SUBSIDY PROGRAM 

"Sec. 1301. The Secretary of Transportation is authorized to 

enter into contracts with liner operators for the payment of ope.ratinr; 

subsidy for the operation of liner vessels in the foreign commerce of 

the United States and with owners of tankers and dry bulk vessels 

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 mQy be awarded on any service 

which the Secretary, in his discretion, without public hearin~, 

determines is not adequately served. Applicants for such contracts 

I 
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must meet the eligibility requirements of section 601 of this Act. 

The Secretary, in his discretion, may apply the provisions of 

section 605(a) ar.d (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 th~ annual change in costs eligible for subsidy, ·the use 

of a formula or formulae reasonably relating the amount of subsidy 

payable to the performance or production of subsidized service, or 

the use of such other reasonable approaches to the determination of 
~ 

the amount of subsidy as the Secretary may .in his discretion establisho 

"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.t' 

Sec. 20. Section' 27 of the Merchant Marine Act, 1920, is amended 

by inserting before the period at the end thereof a colon and a 

proviso to re.ad as follows: "PROVIDED FURTHER, That this section 

shall not apply to merchandise transported by vessels constructed 

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

I 
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determines, after notice and hearing, that the operators of vessels 

constructed or reconstructed in the United States after January 1, 

1946, and whose costs have not been fully depreciated for Federal 

income tax purposes, will not be seriousli adversely affected by 

the operation of such foreign built vessels in the domestic trade." 

Seco 21. Section 4132 of the Revised Statutes (46 U.S.C. 11) 

is amended as follows: 

(1) By inserting in the first sentence immediately 

fol lowing the words "belonging wholly to citizens thereof;" 

the fol lowing: "vessels construe ted abroad which are 

eligible to engage in the coastwise trade under the pro­

visions of section 27 of the Merchant Marine Act, 1920;"0 

(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 I£partment of Transportation Act (80 Stat. 931; 

·49 U.S.C. 1651 et seq.) is amended by inserting the following new 

section after section 6 thereof: 

"TRANSFER OF MERClLt\NT MARINE FUNCTIONS 

"Sec. 6A. (a) There are hereby transferred to the Secretary of 

Transportation all functions, powers, and duties relating to the 

merchant marine now vested in the Secretary of Commerce., the Maritime 

Administration, the Maritime Administrator, and other offices and 

I 
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officers of the. Departme.nt of Commerce, including those. functions 

contained in the following: 

(1) The ~brchant Marine Act, 1920, as amended (41 Stat. 

988; 46 U.S.C. 861 et seq.). 

(2) The Merchant Marine Act, 1928, as amended (45 Stato. 

689; 46 u.s.c. 891 et seq.). 

(3) The Merchant Marine Act, 1936, as amended (49 Stat. 

1985; 46 u.s.c. 1101 et seq.). 

(4) The Shipping Act, 1916, as amended (39 Stat. 728; 

46 u.s.c. 80,1 et seq.). 

(5) The Merchant Ship Sales Act of 1946 ·' as amended 

(60 Stat. 41; 50 UoS.C. App. 1735 et seq.). 

(6) The Maritime Academy Act of 1958, as amended 
~ 

(72 Stato 622; 46 U.S.C. 1381 et seq.). 

(7) The Act of June 12, 1940, as amended (54 Stat. 346; 

46 u.s.c. 1331 et seqo). 

(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 UoS.C. 1126b-l). 

(10) The Act of June 13, 1957, as amended (71 Stat. 73; 

46 U.S.Co 1177a), to the extent it relates to operating­

differential subsidies. 

(11) The Act of June 2, 1951, as amended (65 Stat. 59; 

46 U.S.Co 1241a), to the extent it relates to the vessel 

operations revolving fund. 

I/ 
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(12) The Act of July 24, 1956, as amended (70 Stat. 605; 

46 U.S.C. 249 et seq.). 

(13) The Act of August 9, 1954, as amended (68 Stat. 675; 

50 U.S.C. 196 et seq.). 

(14) Section 500 of the Transportation Act, 1920, as amended 

(41 Stato 499; 49 U.S.C. 142). 

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

1152 note). 

(16) Reorganization Plan No. 21 of 1950 (64 Stat. 1273; 

46 u.s.c. 1111 note). 

(17) Reorganization Plan No. 7 of 1961 (75 Stat. 840; 

46 U.S.C. 1111 note). 

''(b) The Secretary of Transportation may delegate any of the 
I 

functions, pm-.•e.rs, and duties transferred to him by this section to 

such officers and employ~cs of the I£partment of Transportation as 

he designates, and may authorize successive redelegations thereof. 

"(c) (1) There is hereby established within the l)epartmcnt 

of Transportation.a Federal Maritime Administration. 

"(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.S.C~ 5314). The Administrator shall_pcrform such duties 
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as the Secretary of Transportation shall prescribe and shall 

report directly to the Secretary. 

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

a Deputy Administrator who shall be compensated at the rate now 

or hereafter provided for Level V of the Executive Schedule Pay 

Rates (5 U.S.C .. 5315). rhe Deputy Administra;or shall perform 

such duties as the. Secretary of Transportation may prescribe." 

Sec. 23. (a) Pending the initial appointment of the Federal 

Maritime Administrator, but not for a period exceeding 180 days, 

such officer or employee 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 the office 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 transferred to the Secretary of Transportation by 

section 22 of this Act as the Director of the BurEau of the Budget 

cktcrminc.s shall be transferred from the n2prtr-t.mc.nt of Commerce. to 

the f}._-:p~lrtm nt or. Tr.:rnsportation nt such time or Limes as the 

Dir-ector directs. Such further m0.nsures and dispositions .1s 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 

,; 
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carr i.cd out in such mmrncr as he may dircc t and by such agencies 

as he may designate. 

(c) The Maritime Administration, established within the 

Department of Commerce by Reorganization .Plan No. 21 of 1950 (64 

Stat. 1273), including the office of Deputy Maritime. Administrator 

so established, and the office of Maritime Administrator established 

by Reorganization Plan No. 7 of 1961 (75 Stat. 840), is hereby 

abolished. The Se.ere tary of Transportation shall provide for the 

termination of any outstanding affairs of the said Maritime Admin-

istration not otherwise provided for in this section. 

Sec. 24. (a) Subsection 4(b)(l) of the I:cpartmcnt of Transpor­

tation Act (80 Stat. 931; 49 U.S.C. 1653(b)(l)) is amended by inserting 

' 
the following before the period at the end thereof: 

"; the Merchant Marine Act of 1920, as amended (Ln Stat. 

988; 46 U.S.C. 861 et seqo); the Merchant Marine Act, 

1928, as amended (45 Stat. 689; 46 U.S.C. 891 et seq.); 

the Merchant Marine Act, 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 amended 

(60 Stat. 41; 50 U.S.C. App. 1735 et seq.)." 

(b) The Act of August 1, 1956, as amended (70 Stat. 897; 46 U.S.C. 

12Lnc), is amended by striki.ug the words "Secretary of Commerce" where 

they appear therein and inserting in lieu thereof "Secretary of 

Transportation". 

I 
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Sec. 25. All functions of all c1ge.ncies under section 90l(b) 

of the Merch;rnt Marine Act of 1936, as amended (49 Stat. 2015; 

46 U.S.C. 124l(b)), arc hereby transferred to the President of the 

United States. 

Sec. 26. This Act shall become effective upon enactment, except 

that sections 22, 23, 24, and 25 shall become effective ninety days 

after enactment or on such prior d.1te after ennctmcnt as the President 

shall prescribe and publish in the Federal Register. 

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

1968". 

-

I 



SECTION-BY-SECTION ANALYSIS OF A BILL 

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

Sec. 1. Section 209(b) of the Merchant Marine Act, 1936, is 

amended to e.Qthor_izg._c;ippi:opr:iations 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 research and development; and $30,000,000 for 

fiscal year 1970 for modernization of the reserve fleeto 

Sec. 2o Section 211, which authorizes the Secretary to make 

certain determinations with respect to vessel requirements and 

comparative ·operating cost, is amended to include contr:ac..t_c_ar.tler_s_" 

This term includes all non-liner op8rations by U.So vessels except 

proprietary operations wherein the owner of the vessel also owns 

the. cargo. 

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

·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 charact.£_;:_9.f ship construction subsid}:'_ 

required, taking into consideration such factors as the long-run 

plans for emergency production and the nce.d to maintain specialized 

skills. The section authorizes U.S. shipyards to apply for ~..P..§_ldy 

for construct~9n 9J_,.Y..~;;;.s_e1~ _eithqr .. for .. U.S .. or foreign documentation. 

' I 
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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, subsidy 

r_ate.s would be developed for each tyPfl of_ye_sscl by estimating for 

.each type the domestic and foreign consiruction costs. The rate for 

each type. would be p~riodically_redetermined but not-more frequently 

.t..h3!L~_I1C.e .... eaGh .. year. The ceiling of 55 percent, which is scheduled 
,C..·· 

J (.•~,; to revert to 50 percent on July 1, 1968, would be continued for two 
; "" 1 

years. 

Section 503 is amended to incorporate certain provisions of 

section 505 relating to the qualifications ·of shipbuilders and requiring 

the use of article~ material~_.ancL.supplies ... of .U. S ... , .. maz:iufacture in 

vessels constructed with subsidy (but allowing an exception when the 

vessel is being built for a foreign purchaser); to allow shipyards to 

submit contracts whose price. is. based .. on .compe-titive·• bidding .. or neg9"'.' .... 

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 vessel;· to al low _U .S ..... ship operators to .. 

~-~c_eive _gp~r-~_tJn_g __ sub~_id_y _on vessel~. 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; 

in domestic trade from seriously adverse. competition from subsidized 
,------••r1o.,_.....,....~ ...... _ ..... ,-,.- .... 

or foreign built vessels. 

I 
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Sec. 4. Sections 504, 505, and 506 are repealed. Section 504 

authorized ship operators to finance construction of ships rather 

than purchase them from the Secretary pursuant to the provisions of ( 

the former section 502. This provision is no longer necessary. 

Section 505 prescribed certain conditions relative tb ship 

construction, established ceilings on shipbuilding profits and 

provided procedures for recovery of axcess profits. Most of the 

£2~igns have been _i!.!_~9r2o~ated ~n the am~P.:_ped section 503. 

Excessive profits are now dealt with by the Renegotiation Act. 

Section 506 eontained ~g_$_trictions on the use in_...domes.tic 

trades of vessels constructed with subsidy. The continued protec-

tion of the domestic trades is provided for through a hearing processo 

Sec. 5. Sections 507, 508, 509, 510, and 511 are redesignated 

as sections 504, SOS, 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 .trad~~in, that 

J,the vessel is obsolete or inadequate for successful operation in 

foreign or domestic tradeo Under the amendment, the Secretary must 

find only that the v~~-~-~~-----~-~~u~_c!-~~ re~laced in the public interest. 

This amendment brings the section into conformity with the finding 

required in section 60S(b) as a condition to permitting payment of 

operating subsidy for operation of a vessel that is beyond its 

statutory age. This amendment avoids the.incon~istency of finding 

I I 
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undc r one. se.c t ion that a vesse 1 of a given type. and age is obsolete 

or inadequate for successful operation and' 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. 

Sec. 7o Subsection (a) of section 508 (formerly section Sll(a)) 

is amended by deleting from the definition of "new vessel" the require-

ment that the vessel be built in the United States. This ~~_r'mits 

_£Q_n_§_Jruct.~on __ reserve. funds. to be used to purchase vessels abroad. 

Sec. 8. Subsection (a) of section 601 is amended by cl~l~~ing 

the r_g_q~irement that __ y~s-~-~~s rec_eiving operating subsidy be constructed 

in the United States. --- ·--··· - -· 

Sec. 9o Section 60S(c) is amended to eliminate the he_ar~_ng 

required p.r._i_os_ to authoriz_ing additiona~ subsidtzeq service on _a 

-~Qute __ al re.ady .. served by a. su_bs idized carrier o 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 amend~d to require notice to all parties and an opportunity 

to present data and argument. 

Sec. 10. Section 610 is amended to allow payment of operating 

sub~~dy on vessels built abroad. 

Sec. 11. Section 801 is amended to permit the Secretary to 

prescribe the method of keeping books and recor~s by an operator 

receiving subsidy under the proposed ne.w title XIII. 

I 
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Sec. 12. Section 802 is amended so that its provisions shall 

not apply to contracts for construction subsidy vessels entered 

into after the effective date of the Act.:· This section requires 

the deduction of construction subsidy from· the price paid for a 

vesse_l when requisitioned by· the Unite·d States. This is incon­

sistant with the concept that it is the shipyard,· rather than the 

ship, which is being subsidized and that the operator should be 

permitted to purchase rind sel.l ships in the United States or abroad 

at world market prices. 

Sec. 13. Section 804 is amended to prohibit o·perators who 

receive operating subsidy under title XIII and their; affiliates, 

from owning, chartering, acting as br6ker or agent. fcir, or operating 

any foreign ~lag ship which co~petes with an American flag· ship on 

an essential trade route, without ·the permission of the Secretary. 

Sec. 14.- Section 805-is amended to prohibit payment of ope.rating 

subsidy to any contractor under title XIII if such contracto~ 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 discri~ination to operators 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 90l(b) is amended to allow vessels built 

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

that vessels receiving operating subsidy carry preference cargo at 

world market rates.· 

Sec. 18. Section 905 is amended to extend. to title XIII the 

definition of "citizen of the United States".-

Sec. 19. A new title XIII 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 

futureo The Secretary is authorized to enter into subsidy contracts 

with operators of liner vessels and with owners of tanker and dry 

bulk vessels built after enactment of the title. 

Sec. 20. Section 27 of the Merchant Marine Act of 1920 is 

amended to authorize transportation of goods in the domestic trade 

on foreign built vessels, subject to hearings to determine that 

there would be no serioufly 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.forc~gn built vessels 

1- , I , 
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and their use in coastwi.~,e trade, subject to the proviso set forth 

in section 20 of this Act. An obsolete p~oviso referring to the Act 

of March 3, 1891, is deleted. The Act referred to has been repealed. 

Sec. 22. This section transfers the merchant marine functions 

from the Secretary of Commerce to the Secretary of Transportation 

and creates within the llipartment 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 also 

be created the position of Deputy Administrator. The Administrator 

would b~ appointed by the President, by and with the advice and 

consent of the Senate. 

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 section 2-4; and abolishes the Maritime Administration, and the 

positions of Maritime Administrator and Deputy Maritime Administrator. 

Sec. 2L~. 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 heads of various agencies for the adminis­

tration of the Cargo Preference Act. 

Sec. 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 President. 

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 country's share. 

Our ndtional 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. 

I 
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In the course of·our trade expansion, the U.S. 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 p&st several years, programs to strengthen the 
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 
suggested solutions. We have talked at length to all repre­
sentatives of the merchant marine and shipyard industries -­
both on the management and labor sides. The Administration 
has thoroughly considered the possible alternatives. Now 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. 

Although Federal support must continue if 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. 

I 
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Our 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 Administration's 
Merchant Marine program. 

We are convinc d 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. 

in~orporated 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 system and relate this 
subsidy to the Nation's need for an adequate shipyard 
capacity for national security. 
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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 
Marine has declined as an industry. Its decline parallels its 
increasing depeildence 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 histocy, 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 
basic 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. Now 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 

rhe 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. 

i . / 

I 



- 5 -

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 requires 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 
business 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 years, a number of alternative subsidy 
systems have been studied and developed. These systems will be ' 
examined tl!oroughly. The Government and operators together 
will examine these systems and experiment with the most promising. 
Different systems can very likely be tried simultaneously, 
in different trading areas. Whichever are found the most 
productive through actual experience will then be put into effect. 
All operators will be required to use the systems selected to I 
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 tonsl 
Very little of this goes on U.S. flag ships, however-~ because! 

i 
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-~e 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.S. 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 
questions 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 

1ssenger carried. 

Once important as emergency troop transports, the 
defense value of 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 dppears 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. 

Construction Subsidies 

At this time, the Administration 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~ 

I. 
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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 construction 
and repair. 

Determine to what extent this additional support should 

I 

be provided by subsidies for merchant marine construction. 
I 

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. t 

It does not encourage shipyards to propose a standardized design 1 

which several operators can use. It fosters, instead, costly 1 

individual designs. Under existing practice, an operator submit 9 
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. s., and limited competition, add further to the 
cost of ships built in American yards. In large measure, these 1 

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 techniques that have made our air­
craft industry predominant in the world today. 

Under this system, this subsidy would be paid directly 
to the shipyards. Shipbuilders would be told precisely what 
proportion of construction costs the Government would pay. 
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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. Its size 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 
r. s. 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 
will be permitted to purchase their vessels in the world 
shipbuilding market and these ships would be accorded the same 
treatment as 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. S. flag would be required 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.S. foreign trade. American flag operators in 4omestic 
trade would also be permitted to employ a limited number of 
:oreign-built ships -- with procedures to assure established .. 
>perators will not be harmed. 
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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 equipment. 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 inequitable.· 

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 additiqn, the Secretary of the Treasury will undertake 
a review. of our tax law as it affects the shipping industry 
including U.S. 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 National Defense Reserve Fleet was established at the 
end of World War II. It has served this Nation·well in two 
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 other alternatives. 

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

i I 

. 
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LSt Deployment Logistic Ship Program 

No expansion of the Merchant Marine will fill the military 
need for rapid-response sealift. This vital 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 quick 
and flexible military response. They can operate without ports, 
if necessary. They are an essential part of our strategic 
~lanning. 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. 

This year, the·budget includes a request for $184 million 
to fund.this iraportant program. The Administration urges the 
Congress to approve it promptly. 

Expanded Research 

'l'he Administration recommends a 5-year program of $25 
million annually commencing in Fiscal 1970, to increase both 
basic and applied maritime research activity -- conducted in 

ooperation with private industry. 

The goal of this research will be to improve the competitive 
position of the U.S. maritime industries by acquiring new 
knowledge of: 

ship operations and design, 

cargo handling systems on ships and ashorej 

port facilities, 

basic hydrodynamics related to modern merchant ship 
hull forms, 

ship construction methods, 

integration of sea and land systems. 

Managenent-Labor Responsibility 

The program of reforms that I have outlined will aid in 
bringing the u. s. Merchant Marine into today's competitive 
world and make it an active and productive part of our 
commercial life and our future grmvth. 

I 

I 
~ \ 

I 
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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 -- management and labor 
in the operating Merchant Marine, in the shipbuilding industry, 
and in allied industries. Federal subsidy 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 

eliminate the recurring interruptions in service 
caused by work stoppages. Such interruption destroys 
confidence in U.S. 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. 

Lecause of this practice, employment costs in the industry 
nave risen more than 30 percent since 1965. These costs increase 
Federal expenditures through the operating subsidy program and 
shipping costs 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 irn.peril the American public as well, 
for they have a shattering irapact 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. 

I 
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An Integrated Transportation System 

Uo 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 r~gret that 
the new Department did not include the Maritime Administration. 
½e 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 
De?artment now provides to other elements of our national -trans­
por~ation 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 resources 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. 

- I 

I 



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. 

# # # 

. i 

, I 

) . 
'I 





90TH CONGRESS H R 13940 lsT SESSION 

• • 

IN TIIB IIOUSE OF Rl!JPRESEN'l"'ArrIVES 

NOVEMBER o, 1DG7 

Mr. GARi\IATZ (for himself, Mrs. SuLLlVAN, Mr. CLARK, Mr. AsuLRY, Mr. 
Drnam,L, Mr. DowNING, Mr. BYRNE of Pennsylvania, Mr. Romrns of 
Florjda, Mr. STUBBLEFrnLD, Mr. MuRPHY of New York, Mr. Dow, Mr. 
KARTH, Mr. HATHAWAY, ]\fr. ,JoNJ~8 of North Carolina, Mr. lIET.STOSKI, 

Mr. FALLON, and Mr. FnrnDEL) introduced the followillg bill; which w·as 
referred to the Committee on Merchant Marine and Fisheries 

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 [louse of Representa-

2 t'ives of the United States of America in Congress assembled, 

3 That section 2,09 (b) of t-hc l\frrelrnnt Mari11e Act, H);rn ( 4G 

4 U.H.U. 1119 (b) ) , is amended by irnmrting hef ore the period 

5 at the end thereof a colon and tho following: "Pl'ovided, 

G hou,evel', rrirnt for each of tho fiscal years H)G9 through 197:3, 

7 there is authorized to be appropriated ( 1) for constnwtion-

8 differential subsidy and the cost of national defense feature~ 

!J incident to construction, reconstruction, or reconditioning of 

I 
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1 hips for operation in foreign or noncontiguous domestic 

2 commerce, and for the acqui ition of used ships pur uant to 

3 section 510 of thi Act, $300,000,000, to remain available 

4 until expended; and ( 2) for research and development, 

5 $25,000,000, to remain available untll expended. For fiscal 

6 year 1969, there is also authorized to he appropriated for 

7 recon.truction of the reseryc -fleet, $30,000,000, to remain 

8 available until expended." 

9 SEC. 2. Section 211 of the :M:rrchant Marine Act, 193G 

10 ( 46 U.S.O. 1121), is amended as follow : 

11 ( 1) Sub ection (b) is amended by in erting at the end 

12 thereof, immediately before the semicolon, a comma and the 

13 word. "or which should he employed a contract carriers". 

14 ( 2) Sub. ection (cl) i. am encl eel by in. erting after the 

15 word "services, route. , and lines" a romma and the words 

16 "or as contract caniers" and a comma, and by inserting 

17 after the words "service, route, or line'' a comma and the 

18 d ,, . " wor , or contract earner . 

19 SEC. 3. Section 501 of the Merchant Marine \_ct, 1936 

20 (46 U.S.O. 1151), i amended a follow : 

21 ( 1) By striking the fir t sentence of uh ec6on (a) 

22 and inserting in lieu thereof the following: "Any privately 

23 owned shipyard or propo. ·eel shipmvner who is a citizen of 

24 the United States may make application to the Secretary 

25 of Commerce for a construction-differential , uh.1idy to aid 

3 

1 in the construction of a new ye ,_ el to be documented under 

2 the la.ws of the United States and to he used in the foreign 

3 commerce of the United States." 

4 ( 2) By striking out of the second sentence of sub-

5 section (a) the ,vords "the applicant" and inserting in lieu 

6 thereof the worcl. "the propmied owner of the Ye . .1el is a 

7 citizen of the United State8 and''. 

8 SEC. 4. Section 502 (a) of the Merchant Marine Act, 

9 1936 ( 46 U.S.O. 1152 (a) ) , i, amended by striking the 

10 word "applicant" wherever it appears and im;erting in lieu 

11 thereof the words "proposed shipow11er". 

12 SEC. 5. Section 502 (b) of the Merchant M~arine Act, 

13 1936 ( 46 U.S.O. 1152 (h) ) , i, amended as follows: 

14 ( 1) By triking the fir. t , entence and inserting in lieu 

15 thereof the following: "The amount of the reduction in sell-

16 ing price which is herein termed 'con truction-differential 

17 subsidy' shall be computed by taking the exce. s of the fair 

18 and reasonable estimate, as determined by the Secretary, 

19 of the co.t of con. tructing a type of vessel in United States 

20 shipyard ( excluding the cost of ,any feature. incorporated in 

21 the ve . el for national defen e u es, which shall be paid by 

22 the Secretary in addition to the subsidy) , over the fair and 

23 reasonable estimate of co. t, as determined hy the Secretary, 

24 of the con truction of that type vessel ( excluding national 

25 defense feature as above provided) in a foreign hip building 
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1 center which is deemed by the Secretary to furnish a fafr and 

2 representative example of the determination of the estimated 

3 foreign cost of const111ction of vessels of the type proposed 

4 to be constructed, and expressing the result as a percentage 

5 of the fair and reasonable estimate, as determined by the 

6 Secretary, of the cost of construction of that typo vessel in 

7 United States shipyards, and applying such percentage to 

8 the lowest responsible bid. Sub. idy rate8 shall Le computed 

9 separately for different type of Ye sels and slrnll lJe periodi-

10 cally recomputed but not more frequently than once each 

11 year. In making his foreign cost estimate, the Seer hi.ry 8hall 

12 review and consider any foreign cos estimates and sn b tan-

13 tiating information submitted by opernton~, :hipyan1s, or his 

14 staff." 

15 ( 2) By triking the date "June 30, 1968" and in:ert-

16 ing in lieu thereof the words ''tho e.,Tpiration of three years 

17 from the date of euactment of this amendment". 

18 

19 

20 

SEC. G. Section 50-:1: of the Merchant l\forine .Act, HrnG 

( 46 U. ◄ .0. 115-:1:), is mncnded as follows: 

( 1) By inserting the designation " (a) " af trr the •SN·-

21 tion number. 

22 ( 2) By . triking tho ,Yord "applicant" wherever it np-

23 pears in the first sentence and in:erting in lien thereof the 

24 d " d h. " wor s propose 1powner . 

25 ( 3) By striking in the . eronc1 entence thereof the word 

5 

1 "bid" vvherever it appears and inserting in lieu thereof the 

2 words "bid or negotiated price". 

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

4 before the period a comma and the ,vords "or the negotiated 

5 price". 

6 ( 5) By inserting after the fir t sentence thereof the fol-

7 lowing new sentence: "Alternatively, the Secretary may, 

8 in accordance ,Tith terms and conditions to be pre cribed by 

9 him, permit the proposed shipowner to ubmit a negotiated 

lO price together with backup cost details and evidence that 

ll the price is fair and rea onable." 

12 ( 6) By in erting a nmv sub cction ( b) to read a 

13 follows: 

14 "(b) ,Yhere a J1ipyard is the applicant, it may, in ac-

15 corclance with terms and conditions pre cribecl by the Secre-

16 t.ary, request con. trnction-differential nb..,idy based upon a 

17 price ,Yhich lrns been negotiated with the proposed ship-

18 mn1cr. If the 8ccrctary consider~ the negotiated price to be 

19 fair and rea '011ablc. he may become a, party to a contract 

20 hetween the ~hipyard and the shipowner and agree to pay 

21 the rnst of national defen e features and construction-differ-

22 entic 1 uusidy computed under section 502 (l?) of thi:s Act~. 

23 If the Secretary determines that the negotiated price is not 

24 fair and reasonable, he may reque. t renegotiation in an effort. 
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J to arrive at a fair and rea onable price. \.s .an alternative to 

2 accepting a negotiated price, the Secretary may, with tho 

3 consent of the hipyanl applicant, reqne-,t competitive bids 

4 on the proposal, in which case the a,pplicant hipynrd may 

5 be a bidder. In this event, the Secretary may become a party 

6 to a contract between the lowe. t compctitiYe bidder and the 

7 proposed shipowner." 

8 SEC. 7. Subsection ( 1) of ·ectiou 510 (a) of the l\Ier-

9 chant l\farine Act, 1936 (46 U.S.O. 1160 (a)), is amended 

10 to read as follows: 

11 " ( 1) The term 'obsolete ve. el' me.an • a vessel or ve. -

12 els each of which is of not le s than one tJhon and three 

13 hundred and fifty gro tons; which has been owned by a 

14 citizen or citizens of the United States for at lea t three 

15 years immediately prior to the date of acquisition here-

16 tmder; and which in the judgment of the Secretary should 

17 he replaced in the public interest." 

18 

19 

SEC. 8. Section 801 of the l\Ierchant l\Iarine Act, 193G 

(46 U.S.O. 1211), is amended by striking "titles VI or 

20 VII" and in erting in lieu thereof "title VI, VII, or XIII". 

21 

22 

SEC. 9. Section 804 of the Merchant l\farine Act, 1936 

( 46 U.S.O. 1222), is amended by striking the word "oper-

23 
ating-differential ·ub. idy nuder title YI'' and in ·erting in lieu 

24 thereof the words "operating ub idy under titles VI or 

25 XIII". 

,7 

l SEC. 10. Section 805 of the Merchant Marine Act, 1936 

2 ( 46 U.S.O. 1223), is amended as follows: 

3 ( 1 ) Subsection (a) is amended by inserting after the 

4 words "title VI" the words "or title XIII". 

5 

6 

( 2) Subsection ( c) is repealed. 

( 3 ) Subsection ( d) i amended by inserting ''under 

7 titles VI or XIII of this Act" following the word "contrac-

8 tor" in the last sentence. 

9 SEC. 11. Contractor with the United State are released 

10 from the provisions of their contracts which were inserted 

11 pursuant to the provisions of section 805 ( c) of the Merchant 

12 Marine Act, 1936 ( 46 U.S.O. 1223 ( c) ) . 

13 SEC. 12. Section 810 of the Merchant Marine Act, 1936 

14 (46 U.S.O. 1227), is amended by striking the words "oper-

15 ating-diff erential" and inserting in lien thereof the word 

16 "operating", and by striking the words "title VI" and insert-

17 ing in lieu thereof the words "titles VI or XIII". 

18 SEC. 13. Section 905 of the Merchant Marine Act, 

19 1936 ( 46 U.8.O. 124-! ( C) ) , i amended as follow : 

20 By ctriking in subsection ( c) the words "under title VI" 

21 and inserting in lieu thereof the ,vord "under title VI or 

22 XIII". 

23 SEC. 14. The Merchant l\farine Act, 193 6, is amended 

24 by in erting a ne-·N title X to read us follow : 
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1. ''TITLE X-AID IN DEVELOPING, CONSTRUCT-

2 ING AND OPERATING PRIVATELY ff\VNED ' - - - -

3 

4 

:NUCLEAR-POvVERED :M:ERCHANT SHIPS 

''SEC. 1001. The purpose of this title is to further im-

5 plement the policy declared in section 101 of this Act, by 

. 6 fostering at the least cost to the United States the develop-

7 ment, construction, and operation of privately owned nuclear-

8 powered merchant ships ,vhose designs embody significant 

9 d_epartures from the designs of existing nuclear-powered mer-

10 chant ships which may lead to reduction of the cost_ of conJ 

11 strncting and operating future nuclear-po,vered merchant 

12 ships. 

13 "SEC. 1002. The Secretary of Commerce is authorjzed 

14 to inYite from citizens of the United States propo als for 

15 the development and construction of nuclear-powered mer-

16 chant ship for operation in the dome tic or foreign com-

17 merer of the United State , including trade on the Great 

18 Lake ... Propo .. als shall be i1wited only for the development 

19 and con. trnction of nuclear-powered merchant ships ( 1) of 

20 t} pes and general specifications ( whether dry cargo, liquid 

21 bulk carrier, or other) determined by the Secretary of Com-

22 merce, and ( 2) with nuclear propulsion systems of general 

23 types and conceptual design which the Atomic Energy Com-

24 mission has determined could reasonably be expected to 

25 accomplish nuclear power ba .. e development program ob-

9 

1 jectives more quickly, more effectively, or at lower cost 

2 than other nuclear propulsion systems ( these would include, 

3 without limitation, objectives of dependability, reliability, 

4 operability, and the acquisition of data that would be of value 

5 to the future development of merchant marine nuclear pro-

6 pulsion systems) . Each proposal shall include a detailed de-

7 scription of the proposed ship or ships; their contemplated 

8 use in commerce; the proposed development, construction, 

9 and operating programs; the technical justification and de-

10 tailed estimate of development, construction, and operating 

11 costs; the amount of aid applied for itemized separately for 

12 the development, construction, and operating programs; and 

13 such other information as the Secretary directs. 

14 "SEO. 1003. The Secretary, in cooperation with the 

15 Atomic Energy Commission, shall evaluate all proposals 

16 determined to be responsive to the invitation and shall select 

17 from them the proposal or proposals which will most clrn;;ely 

18 carry out the purposes of this title. If the Secretary deter-

19 mines that the person who submitted a selected propo al, 

20 although such person may have had no experience in the 

21 operation of nuclear-powered ships, possesses the ability, 

22 experience, financial resources, and other qualification neces-

23 sary to enable him to operate and maintain ships in that 

24 area of the domestic or foreign commerce of the United 

R.R. 13940-2 
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1 States ( including trade on the Great Lakes) in "~hich he 

2 proposes to operate the proposed ship or ships, the Secre-

3 tary may negotiate the award of a contract with uch per on 

4 (hereafter called the applicant) for the development and 

5 construction of the proposed ship or ship . The Secretary 

6 may require such modifications in the propo eel ship or hips 

7 as he deem desirable, taking into account the vie-\YS of the 

8 Atomic Energy Commission with re pect to modifications 

9 of the nuclear propulsion system, and the views of the Secre-

10 tary of Defense with respect to national defense features. 

11 The Secretary may agree to provide so much of the aid 

12 authorized by section 1004 of thi title as he determines is 

13 necessary to carry out the purpo e of this title, taking into 

14 con ideration the financial risk to the applicant, and the con-

15 tribution which the development, construction, and operation 

16 of the proposed ship or ships may make toward carrying 

17 out the purposes of this title. 

18 "SEC. 1004. (a) ( 1) In connection ,vith the deYelop-

19 ment and construction of ve. sels propo ed and selected pur-

20 suant to ection 1003, the Secretary may offer the follmving 

21 assistance : 

22 

23 

24 

25 

" (A) With the scientific and engmeenng advice 

of the Atomic Energy Commission, he may assi t in 

negotiating the award of and become a party to con­

tracts between the applicant and the developer for the 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

11 

development of the propo ed nuclear-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 exce of the co. t of developing the proposed ship or 

ships, including national defense feature and the first 

fuel cores, over the estimated fair and rea onable cost 

of developing a comparable conventional hip or hips 

without national defense features. 

"(B) He may become a party to contracts between 

the applicant and the builder for the con truction 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 hips, including na­

tional defense feature. and the first fuel cores, over the 

estimated average weighted fair and reasonable foreign 

cost of constructing a comparable conventional ship or 

hip without national defense featnre : Provided, how­

ever-, That if the ship or ship. are to be operated in the 

domestic trade ( except the noncontiguou dome tic 

trade) aid under this paragraph is limited to the excess 

of the cost of con tructing in the United States the pro­

posed ship or ships, inc]nding national defense features 

rmcl the first fnel cores, over the cs6rnntecl fo.ir and 

reasonable co t of con. trncting a cornparahl conven-
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2 

12 

tional ship without national .defense features 111 the 

United States. 

3 " ( 2) The Secretary may also assist in training crews 

4 for the ships; plan and design or assist in planning and 

5 designing appropriate shore facilities to service the ships; 

6 make available to the applicant, with the consent of the 

7 Atomic Energy Commission, appropriate classified informa-

8 tion; provide research and development in Government 

9 laboratories which have facilities, personnel, or equipment 

10 not available in private laboratories, with the consent of the 

11 department or agency which operntes the laboratory, and 

12 with or without charge to the applicant; and provide, with-

13 out charge, design review s·ervices, ship construction inspec-

14 tion services, and ship operation advisory services. 

15 "(3) If, under section 184 of the Atomic Energy Act 

l6 of 1954 ( 42 U.S.O. 2234) , the Atomic Energy Commission 

17 consents to the creation of a mortgage or lien on the nuclear-

18 powered merchant ship, and if the loan and mortgage are 

l9 eligible for jnsurance under title XI of this Act, the Secre-

20 tary may insure under that title the interest on and the 

21 unpaid balance of the principal amount of the loan and 

22 mortgage. In determi11ing the applicant's eligibility, the 

23 Secretary is not required to make the finding required by 

24 snb~ection ( c) of ~cction 1004 of this Act. Tho Recretnry 

25 may make the findings required by subsection (a) ( 1) and 

13 

1 ( b) ( 1) of section 1104 even though the applicant has had 

2 no experjence in the operation of nuclear-powered merchant 

3 ships. The applicability of section 184 of the Atomjc Energy 

4 Act of 1954 to the ship shall not prevent a mortgage on tho 

5 ship from being a preferred mortgage under the Ship 

6 Mortgage Act, 1920. 

7 " ( b) In providing the aid specified in snhsection (a) of 

8 this section, the Secretary may, upon payment of the costs, 

9 and with the consent of the department or agency concerned, 

10 avail himself of the use of licenses, information, services, 

11 facilities, offices, and employees of any executive department, 

12 independent establishment, or other agency of the Govern-

13 ment, including any field service thereof. 

14 " ( c) Section 505 (a) of this Act shall apply to all ships 

15 whose construction is aided under this title. 

16 "SEO. 1005. Each applicant for aid under this tjtle shall 

17 agree that if the ship, after its construction is completed, can-

18 not at any time be operated for a period of more than thirty 

19 days because of an interunion dispute in which the fact that 

20 the ship is nuclear powered is an important element, the 

21 owner will, if so directed by the Secretary of Commerce, 

22 place the vessel up for sale at competitive bidding, with a 

23 minimum price in the amount that would be paid if the vessel 

24 were requisitioned for title, and on such other terms and con-

R.R. 13940--B 



1 dition. as the Secretary of Commerce determineR "'m be con-

2 duciYe to the continued operation of the hip. Thi obligation 

3 hall nm with the title to the Ye._ el. 

4 "SEC. 100'1. ~\ny ~hip Je-veloped nm1 tou._'trncted ·with 

0 aid m~dcr thi~ 6tle ~hall he docnmentecl under the law. of 

6 tbe rnitcd Hta1e~ and ~hnll remain so documented for twenty-

7 Ji,·e year.· or Ro long a.· jt is 1wopelled by unclear propnl ion, 

9 ·-, 
1
E(1. 1007. Ship. "Tho ·e cowtructjon 1. aided under 

10 tbiR title are eligible to receiYe operating-differential subsidy 

11 nnder \YhatcYer . ystom is in force when the ships go into 

12 operation if the applicant qualifies under the statnte. 

13 '\ 1
EC. ] 008. Anthority to contract for the development 

14 or con. trnction of , ·hip. under this title expjre at midnight 

15 on tlw laRt day of the Rixtieth month following the month in 

16 which this title is enacted." 

17 REC. 15. Hcc-tiou 152 of the ~\tornic Energy Act of 

18 195-:!, a. amrnd('d (-l-:? r.R.C. 21R2). j~ nmendod as 

19 fo]lo-w:': 

20 ( 1) By inRertint2: in the fir. t Rc11te11ec thereof immedi-

21 atelY after the ,Yord~ "·with or for the henefit of the Com-

22 mi~:-,ion'' a comma and the follo,vjug: "or ,vith the Secretary 

23 of Commeree nuder the nnthorit.\'" of title X of the Mcrtlrnnt 

24 Marine Act. 1936, a. amended". 

25 ( 2) By Rtriking the word "bv the Commis ion" m 

J 

] 

J 

15 

1 the fir. t entenre all(1 • nserting the words "by the Com-

3 HEo. 16. Bubsection (1) of section 170 of the __ \_tornic 

5 is amended l,y in. erting ill the first , ·entence thereof irn-

6 mediately before the period a comma and the following: 

7 ·'or any hi.p who e development or constrnc.:tion i~ aided 

8 under title X of the Merchant :\Iarine _,_\ct, 19;36. a., 

9 ;111 iClH1ed''. 

10 SEC. 17. The second sentence of the second paragraph 

11 of section 607 (b) of the Merchant JUarine 1\._ct, 1936 ( 46 

12 r.S.C. 1177 (h) ) , i amended hy in erting aftrr the word. 

13 "authorjzed under section 613 of tbi title" a comma and 

14 tlw ,Yorcls "or new nuclear fuel core,_ for ve el." and a 

15 co1tmrn. 

16 ~.EC. 18. Section 1104 (a) (5) of the Merchant Marine 

17 Act, 1936 (46 U.S.O. 1274(a) (5) ), i amended to read 

18 ns fo11(nYs: 

19 

20 

21 

22 

23 

24 

25 

" ( t5) . ha 11 . ecnre bond. , note. , or other ohligation. 

hearing interest ( excln iYe of premium chargeR for in-

ceccl such per centmu per annum of the pr1nripal 

ohligation ont.·tall(1ing as the RenetarY of Commerce 

determines to he reasonahle, taVing into accmmt the 

range of intere. t rates preYailing in the priYnte nwrket 
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2 

lG 

for similar loan. and the risk as urned by the Depart­

ment of Commerce;" 

3 SEC. 19. Section 1106 ( 2) of the Merchant :Marine ~\_ct, 

4 19;3G ( 46 r.S.O. 1272 ( 2) ) , i~ amended by inserting after 

5 the "·ords "for reconditioning or reconstmcting the mort-

6 gaged property" the ·word. "or to provide a nc\Y nnc-lear 

7 fnel core for the mortgaged I roperty". 

8 SEC. 20. The Merchant l\Iarine \_ct, 1936, i amended 

9 by jnserting a new title XIII to read a~ follows: 

10 '"rITLE XIII-EXPERIMENTAL OPERATING 

11 S1IBSIDY 

12 "SEO. 1301. The Secretary of Commerce is authorized 

13 to enter into :firn-Year experimental contracts ,Yith liner 

14 operator for the payment of operating nbsicly for the opera-

15 tion of liner ve~ els in the foreign commer('e of the United 

16 States and ,Yith o,Ynec of dry hulk Ye sels built after the en-

17 actment of thi title for operation a contract c-arriern in the 

18 forriffn commerce of the United States, subject to ,'nch term,' 

19 and conditions as the Secretary may determine. 

20 "SEO. 1302. A ubsidy contract may be awarded on any 

21 ervice which the Secretary, in his discretion, ·without puh-

22 lie hearing, determines is not adequately served. Applicants 

23 for such contracts must meet the eligibility requirements of 

24 , ection 601 of this Act. The Secretary, in hi discretion, 

25 may apply the provi, ions of sections 605 (a) and (b), 606 

17 

1 (5), (6), and (7), 607 (a), (b), (c), (d), (e), (f), 

2 and (g), 608, 609, 610, and 611 of this Act, or any of 

3 them, to contracts entered into under this title. He may also, 

4 in his discretion, apply the provisions of section 607 (h) 

5 to contracts entered into under this title with liner operators. 

6 "SEO. 1303. The amount payable during the first year 

7 of the subsidy contract shall not exceed the difference be-

8 tween the costs incurred in operating the ship for insurance, 

9 wages, maintenance and repair, and the cost of such items in-

10 curred in the operation of a comparable ship under the flag 

11 of a foreign country who.se ships are substantial competitors 

12 of the subsidized ship. During the subsequent years of the 

13 contract, the amount of subsidy shall be computed in such 

14 manner as the Secretary in his discretion may determine. In 

15 developing any new system the Secretary shall be guided 

16 by the overriding principle that the sy tern must contain in-

17 centivc.s which can he reasonably e .. ·pected to reduce unit 

18 costs of st bsidy in the future. Such incentiYes may include 

19 the use of nn objective index or indices to govern the annual 

20 change in costs eligible for subsidy, the use of a formula or 

21 formulae reasonably relating the amount of subsidy payable 

22 to the performance or prodnction of snhsidized service, or the 

23 use of snch otlwr n\ason~blc approaches to the determination 

24 of the amount of subsidy ns the Secretnry mny in his discre-

25 tion establish. 
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1 "SEC. 1304:. Such contracts ·hall provide vhat upon their 

2 termination the operator shal] have the option of receiYing a 

3 contract for the operation of his ves el under whatever sub-

4 sidy system is in force at that time, or of selling his ships to 

5 the Government for a price not to exceed their depreciated 

6 book value." 

7 SEC. 21. ( 1) There is hereby established a Oommi _, ion 

8 to be known as the Commission on American Ship building 

9 (hereinafter referred to as the "Com1ni.ssion") . The Oom-

10 mission shall be composed of ix members, appointed by the 

11 President. At least one member shall be from the United 

12 State shipbuilding industry. Members of the Oommi sion 

13 shall be appointed for the life of the Commission. The Presi-

14 dent shall de ignate one of the member,' of the Oommis ion 

15 as Chairman. Four members of the Commi~._ ion hall con-

16 stitute a qnornm. 

17 ( 2) l\fombers of the Commission shall each be entitled 

18 to receive (j 100 per diem when engag d in the actual per-

19 formance of dntics ve ted in the OommLsion, including 

20 traveltime, and while away from their homes or regular 

21 places of business may be allowed travel expen es, including 

22 per diem in lieu of subsistence, as authorized by title 5 of the 

23 United States Code for persons in the Government service 

24 employed intermittently. 

19 

1 ( 3) The Commission shall meet at the call of the Ohair-

2 man or at the call of a majority of the members thereof. 

3 ( 4) The Commission shall have the power to appoint 

4 and fix the compensation of such personnel, as it deems 

5 advisable, subject to the civil service laws and the Olassifica-

6 tion Act of 1949, as amended. 

7 ( 5) The Commission may procure, in accordance with 

8 the provisions of title 5 of the United States Code, the tem-

9 porary or intermittent services of experts or consultants; 

10 individuals so employed shall receive compensation at a rate 

11 to be fixed by the Commission, but not in excess of $100 per 

12 diem, including traveltime, and while away from their homes 

l3 or regular places of business may be allowed travel expenses, 

14 including per diem in lieu of subsistence, as authorized by 

15 title 5 of the United States Code for persons in the Govern-

16 ment service employed intermittently. 

17 ( 6) The Commission shall conduct a study of the extent 

18 to which Federal assistance to the priYate shipbuilding inclus-

19 try in the United States is necessary to pre. erve the com-

20 petiti.ve position of such industry and to preserve a national 

21 capability for the building and repair of lT nitecl States mer-

22 chant and United States naval ships. 

23 ( 7) The Commi sion shall not later than three year, .. 

24 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-

2 dent and to the Congress, and thereafter shall cease to exist. 

3 SEC. 22. The Merchant Marine Act, 1936, is amended 

4 by inserting a ne,v title XIV to read as follows : 

5 "TITLE XIV-REPLACEMENT AND EXPANSION OF 

6 UNITED STATES NONSUBSIDIZED MERCHANT 

7 AND FISHING FLEETS 

s "SEC. 1401. AuTIIORITY To NEGOTIATE OoNTRACTS.-

9 (a) For the purpose of promoting the construction or acqui-

10 sition of new merchant vessels or the substantial reconstruc-

11 tion of existing merchant vessels and for other purposes 

12 authorized by this Act, the Secertary of Commerce may 

13 enter into contracts not to exceed twenty years with any 

14 person who is a citizen of the United States if the Secretary 

15 det1ermines the person possesses the ability, experience, 

16 financial resources, and other qualifications necessary to 

17 enable him to conduct the proposed operations of the mer-

18 chant vessels as to meet competitive conditions and promote 

19 United States domestic or foreign commerce. 

20 " (b) For the purpose of promoting the construction of 

21 new fishing vessels, the Secretary of the Interior may enter 

22 into contracts not to exceed twenty years with any p,erson 

23 who is a citizen of the United States if the Secretary deter-

24 mines the person possesses the ability, experience, financial 

25 resources, and other qualifications necessary to enable him 

( 1 

2 

.3 

4 

5 

6 

.7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 _, 

18 

19 

20 

21 

22 

23 

24 

25 

21 

to cond~rnt the proposed operations of th_e fishing vessel to 

m _ et- competitiy_e c_ondit~ons _ and promote the utilization of 

fishery resources. 

"SEC. 1402. TERMS AXD CONDITIONS 0:F OOKTRACT.­

The Secreta.ry shall include 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 un­

der a contract with a shipbuilder entered into after the 

effective date of this Act; 

"(b) that any new vessel acquired under a contract 

._ will be one that was built jn a shipyard in the United 

St,ates for the U nitecL State.s Government under a con­

tract with a shipbuilder entered into after the effective 

date of this Act; 

" ( c) • that any vessel substantially reconstructed un-­

der a contract vdll be one that was b11ilt in a shipyard in 

the United States and ·will be substantially reconstructed 

in a. shipyard in the U nitcd States under a contract with 

a shipbuilder entered into after the effective date of this 

Act· 
' 
" ( d) that any vessel constructed, acquired, or sub­

stantially reconstructed under .. a contract will be of a 

type, size, and speed that the Secretary determines to be 

suitable for use on the high seas or Great Lakes; 

" ( e) that any vessel constructed, ,acquired, or sub--" 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

22 

tantially reconstructed under a contract negotiated un­

der section 1 (a) will be of a type which the Secretary of 

the Navy certifies i suitable for economical and speedy 

conversion into a naval auxiliary or otherwise suitable 

for u e by the United State in the event of war or na­

tional emergency; 

"(f) for the creation and maintenance of a capital 

reserve fund; 

"(g) for the approximate number and type of ves­

sel. which the contractor will con .. truct, acquire, or ·sub­

stantially reconstruct subject to modifications and exten­

tions upon a showing to the satisfaction of the Secretary 

of acceptable rea ons for modifications or extension ; 

"(h) for additional terms and condition consi tent 

,,vith this Act, that the Secretary determines to be neces­

sary to protect the interest of the United States; 

" ( i) for the early replacement of any war-built 

ve sel used in the movement of cargo under section 

901 (b), Merchant Marine Act, 1936, as amended; 

" (j) that each contractor agrees not to incur any 

purcha e money indebtednes with respect to any vessel 

constructed, acquired, or substantially reconstructed 

under a contract without the prior con ent of the Sec­

retary; 

" (k) that upon failure of the co 1tractor to con-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

23 

'truct, acquire, or substantially recon truct any ve 'sel a· 

J_Jrovided in the contract a modified or extended, all 

depo it of the contractor will be svithdrawn from the 

fund with the ·same tax consequence as result from 

withdrawals from the fund created by ection 607, 

Merchant :Marine Act, 193G, a amended, and no fur­

ther deposits may be made by the contractor until a nc,Y 

contract is negotiated; and 

" (1) that the contractor agree that any vessel con-

'tructed or acquired under a contract will remain docu­

mented under the la,vs of the United States for twenty­

five year from the date of it delivery by the hipbuilcler 

and any Yessel reconstructed under a contract will re­

main documented under the -la,v of the United State .. 

for the remainder of its economic life a. determined by 

the Secretary. 

"SEC. 1403. CREA'IIO~ A:N"D )1AIXTE:N"AXCE OF OAPI-

TAL RESERYE FuxD.- (a.) Each contractor shall create and 

19 • • f l cl • f h • l • • rnamtam or tie urat1on o • t e co11tmct, m t epo."1tones ap-

20 
proved by the Secretary, a capital reserve fund under the 

21 
joint control of the operator and the Secretary. 

22 
"(b) Each contractor shall depo it in the capital reserve 

23 
fund as is required to be deposited by ub. idized operator._ 

24 
under section G07, ::\Ierchant :Marine Act, 1936, a amended, 

25 
the proceeds of sales of ves el', the proceed of msurance 
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1 and indemnities, tho depreciation charges as earned, and 

2 the earnings made 011 deposits in the capital reserve fund, 

3 and shall annually deposit any percentage of differential 

4 payments received on the movement of cargo under section 

5 901 (b), Merchant Marine Act, 1936, as amended, that 

6 the Secretary detennines is from profits and is necessary to 

7 fulfill the contractor's obligation under the contract. 

8 " ( ~) The contractor may deposit in the fund other earn-

9 ings from his vessel operations. 

10 "SEO. 1404. TAX DEFER~Il~XT OF DEPOSITS IN THE 

11 FUND.- (a) Deposits of capital gains into the fund are taxed 

12 in the same manner as deposits of capital gains by subsidized 

13 operators under section 607, Merchant Marine Act, 1936, as 

14 amended. 

15 " (b) Deposits of earnings and differential payments into 

16 the fund are taxed in the same manner as deposits of earnings 

17 of subsidized operators under section 607, Merchant Marine 

18 Act, 1936, as amended. 

19 "SEO. 1405. \VITHDRAWA_LS FHOl\T THE FuND.-Oon-

20 tractors may withdraw deposits from the fund with the same 

21 restriction and limitation, under the same conditions and with 

22 the same tax consequences as deposits may be withdrawn 

23 from the capital reserve fund by subsidized operators under 

24 section 607, Merchant Marine Act, 1936, as amended. 

25 "SEO. 1406. INVESTMENT OF THE FuND.-Oontractors 

25 

1 may invest deposits in the fund under the conditions and with 

2 the same restriction as deposits of subsidized operators under 

3 section 607, Merchant Marine Act, 1936, as amended. 

4 "'8EO. 1407. DISCONTINUANCE OF DIFFERENTL:U, PAY-

5 J\IEJ._ TTs.-N o operator of a nonsubsidized vessel may receive 

6 any differential payments for cargo moved by such vessel 

7 under section 901 (b) , Merchant Marine Act, 1936, as 

8 amended, unless the operator has concluded a contract with 

9 the Secretary under this Act before January 1, 1968. 

10 

11 

"SEO. 1408. DEFI~ ITIONs.-In this Act-

" (a) 'Contract' means a vessel construction, acquisition, 

12 or reconstruction contract authorized by this A ct. 

13 " ( b) 'Differential pa.yments' means the payments made 

l4 by the Unjtecl States Government to operators of United 

15 States-flag merchant vessels for the movement of cargo under 

16 section 901 (b), Merchant Marine Act, 1936, as amended, at 

17 rates in excess of world market rates. 

18 " ( c) 'Documented' includes enrolled. 

l9 " ( d) 'Earnings from tho operation of vessels' includes 

20 hire from bare boat charters. 

21 " ( e) 'Earnings made on deposits' means earnmgs on 

22 fonds deposited as well as earnings on accnmnlnted earnings 

23 and gainR made on snle of semujtjes. 

24 " ( f) 'Fnncl' mc.anR the capital reserYe fund authorized 

25 by this Act. 
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1 " (g) '::N onsub idized ves el' mean any ve sel not in-

2 eluded in an opera.ting differential sub idy contract under the 

3 Merchant l\Iarine Act, 1936, as amended. 

4 " ( h) 'Person' includes corpora don. 

5 " ( i) 'Recon, trnction' mean, the , ub. tantial recorn~truc-

6 tion and major modernization of a Yessel if the Secretary 

7 determines that the objective. of this Aet will he promoted 

8 by snch reconstruction. 

9 " ( j) 'Secretary' mean the Secretary of Commerce in 

10 reference to po-\Yers and dntie relating to contract. for the 

11 construction, acquisition, or suhstantial recon~truction of mer-

12 chant Ye, , el and mean the Secretary of the Interior in 

13 reference to povvers and dntie, relating to contracts for die 

14 construction of fishing ves. eL. 

J 5 " (k) 'Snhsidized operators' means persons who have an 

16 operating differen6al snb, idy contract nncler the l\Ierchant 

17 Marine Act, 1936, as amended. 

18 " (1) 'Ve. sel' includes non-self-propelled vessels, cargo 

19 containers, cargo van , and other related equipment. 

20 

21 

" ( m) ''¥ ar-built vessel' means a vessel as defined m 

ection 3, l\Ierchant Ship Sales Act, 1946.'' 
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IN THE HOUSE OF REPRESENTA~rIVES 

NovKMBER 9, 1V67 

Mr. GAmIATZ (for himself, Mrs. Sur,LIVA:N", Mr. Cum~, Mr. !\sHLEY, Mr. 
DINGELL, Mr. DowNTNG, Mr. BYRNE of Pennsylvania, Mr. ROGERS of 
Florida, Mr. ·STUBBLEFIELD, Mr. MunrnY of New York, Mr< Dow, Mr.· 
KARTH, Mr. I-lATIIAWAY, Mr. ,ToNES o:f North Carolina, Mr. IIELsT0s1n, 
Mr. FALLON, and Mr. FRIEDEL) introduced the fol]owino· bi]l ;. which wa·s 
referred to the Committee on Merchant Marine ::md Fisheries 

JUNE , 1968 

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

[Sti-ike out all after the ena ·ting clans' and insert the part printed in italic] 

To amend the l\![erchant J\!Iarine Act, 1936, and other statutes 

to provide a new maritime program.· 

1 Be it enacted by the Senate and I-louse of Representa-

2 • 'tives of the United States of Anierica in .. Congress assembled·, 
. (, 

3 ~ section 209 (lJ-)-6f the ~krchant ;L\~e Aet;-~ -f4& • 

4 U.8.0. 1119~(h)), is. amended by inserting :Sefure the perietl 

5 &t too ffittl thereof e, 00±00 tr.nf1: the followin~ "P<rovided, 

6 however,~ ffir eaeh et -the HS-eit± yBtbrS -1-96-9 ~ 1973~ 

J. 95-234-1 
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5 

6 

7 

8 

9, 

10 

2 .... , ... 

~ is attth6rized w oo approp:riated· -flt-·fep eonstn1etioR 

c1ifforentiul &absiey Aft€l: • '1-e. oost Bf fithti00ttt defense kattues 

• • .,J • • ,1 • • • ,. t. mciucnt w. etmstructiffit.;-reeeflstnwtwu, er reetmtttt1omng m 

Sffifts fer e-pera-&±ett itt fe~ er noiwoutigue~s • ~tBe~6ie'• • 
• , 'l , . ◄ 

. . \ ', ·., . 
oom-meree, aw fer ~ fWqttisition e£ HSOO ~ ~ ~ 

', 

seeMn ~ e£ tl±is :A:€-t, ~9,GG-(},{}@0, te peBWft ~ 
.. -· ., . 

tffitH exp ended; ood -f2+ fur reootbfc.lt Srrtd developme!lt, 
., • l , : ~' i' 'J 1· 

$-2-13,-000,009, te remain 0rv~ui]able tt-H-til fu~pendecl: Fett fiseal 

f€fbr .:t-00-9, tttere· is BJoo attt+Hff½-½ed -te be appropi·iated fer r 
·i l 

reBftflstF+l-ef.tf)R B±. the resff-ve fleet, $J4,G00;{}(}9, ~. • re1nain 

11 a:vailn,h]e Hflttl expende~ 
.; 

13 fW U.S.G. 1121), is amended as fulleWtP. • 

14 -flt-s~ -fBt i-s amended ey ffiSCl'ting fbt the eoo 
15 thereof, Hfiffi-et-littt-ely -eerere -the S€ffite{1±0tt, Bi eemmfb &fl€1 t±ie 

16 Weft.+S ~r wtttet:J: should be employed es OOHfl!tM:4 ea.rriers". 

]7 

18 WHrtls ~-r-v-i-ee&,- fBttte+; :tttt1 tt-tt<~ tb eetH+tttb, ttt1d -bl-te WtJrtls 

1D., ~Hf tt-S ·<Jf>-Ht±~ ·ettffte±~ tt,tttt tt. OOHttttH, .
1
tt:1:tt1 by-, ±:t-llit\rt-+1~ 

20 tl±Wr the ,-vert1s ~ef!Tt(_-'€,-ronte, er litt~ a 001ttr00 ffittt ~: 

21 WB~ ~r Pontract carrier". 

22 

28 -f4G U.S.C. 11 ;'"jJ), tB ftnwntled ~ +BttffWfr. 

24 +H-~½ ~+k-i+lf; -t:l+e fust S~H-~ B+ ~Hi➔f-lflf'i-H+H -(-tt-)-.· 
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; 2: { ,tJw: ¼tttetl · St-at€s-may: •~Peke-: :t¼➔i>-1~:ea-ttett 1·te: :t+fe • ,f:JeB¥e·htry 

-_, ·3:; j •ef .1 Getttmeree- ·+m: s; ~~-hlrH<~+i-<.➔tH:1-i+t~ret+!H:J.· .: Mk:tijy .. • ·t-e a+d 

'·4 i\ m·."dre, :emt.titR-te~; 'ef t\;':'Hfff}; ~t:del: oo·.te;,;<:lci{~1tffie-R·tetl. tttt{~P 

i 5.'.; .. 4;he ~ et. the :Yi:tttetl· f:)·bc'!:-tes tt-tta I 
tf} !t)B"HS-eJ•":iw ·-th.e-Jffrei-gtt 

:.6~.(-\~fflHR=tere-e ~'.-tl-1e .:rltti-tea,S-t-wtes~:·vH''.·l-:!,,;•} l:-} :.•': ·; -ti\'. 1·! ·:-·~ 
'i ' \ . • 

• l .r7," I I \' • l .:Il:x.z I •s'-~••• ~ ''..0'' .J:. .<.OJ.I.• • J:.!.eaL\.1."\ '• \ •~1 h j. ~f1..D..Cl. . : ·: ' s::! ., ~ • H: • • ,. UlBI I e! 'Bf a-B-., 
, , 1 • 1, •~ .. n-. ilTI5 ,:1Tt"U , ,J:r·: • 1 ,-., j\..1\..JT1. • ...,,_..,ntJv .vv . , ·0 

• 9 .~ thm·eof~ ~~: WBffl:B .:!-tl·H~ •13fflt)006t1 :ew-RBr~ 16'fi·:tlt<7i :~z.es&.4·: ii:ra 

10, eifornn o{-t-lle·United·&;a-t-es'·tlir.1cn;-'. .. ::; .1-:i;t::. -~•j;.J-;)-·~.; ~n•:;:·:. ! iq 

12 ·; ;~ '-f4S '. .. ~ L)44_~~~taffi·' j:& ·r 1m1er-hlea· by., st.::piking tl:ie 

.13w+werti' "applicant~ ·~ve-:r: it' awea-¥S1-\fffi'.fl·;·ms&~g1 :iit ~ 

l4: !-there"Cif tl-'ie w!drds' ~~sed sliipt>~;n~·- :f i > :;·-· i : '.-~· 7 • ·-;• 1 ,· 

1~ ~ ':-: 1 \, ·; ~- ·~· SeeMBtt, -§02-fk)-·\~f.the; •;!v(,;).:i::ettfuF.H;dI\fi-bi4£it1M{;, 

17 fl-j- lly ti-bftl~tttg the :f.w.H-t {:,tH+t-e-.:.-H~e ttttJ t-Htifffij-Hg 11-1+' li-e+t 

1~'>•".tr.h~i 't#e(rel-lt),,,~itt~ ~~~ lt~H±Bitl-t{i' efr't-lte' ft>\ittHttt-)H ttt sell.:_ 

19-{, ·1ttg 1 'f}riee whleh, : is i heretti • fui9Rei '~tt:stfueti-e~-<l~J.+e~1-}ttilii 

20 ffilliS~ sfuill· :bi'feffii~H-t~ 'tt-.t wJ~itiift1-i~} e:~i~~sie-£' th~ ft.~t~ 

21,,' aoo• 'rea;se11ft.hle 1 •esiii_~j, 'frS.I 
0{~~£-i-tt~ta' t>y; \ttte:-• &ere~ 

22 ef tlte wst e,f ee:ltS~-tiR:g fl~ ·tyyk( \ef ~~~J : m: ¼-'l-itej : gtat'.es 

231~ ship3laids ~~efod~m-g tltioo~t ·Bfan:i/refttti1~·.~e·fyfil~ ·iii 
24 t+1e ¥eSSe± fer flfttffitH,:J. {1€fet1Se tffi€B, ;i;v~1ie:l+ ··Rli~+l'. 1Ue ·fiJ ~ 
2

?11 the iSeet~afY 1

i1-f ~l-ittea 1
·t:&1 tlre 1 k+1:1➔~i-~1:½-/ t>~ ~J-fa-tr ft~l 

I 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

4 

1·casona-hle estimate &£ eBst, &S dctcrnMncd ey the ScePetary, 

&£ -the eonstruct±oo ·et thft-t -tf-p-e vessel (excluding· ootional 

~se feutures ttS above provi(fotl) in: t.t foreign shlp:building 

(muter -."•hich is tleemed by the Seeretfu·y te fuffii.sh a tftir £ffifl 

represcntatiYe example Bf tlte determination Bf the estimated 

foreign eest &£ constru.ction Bf vessels Bf the type proposed 

-te be constructed, a-nd expressing the PeStHt as a percentage 

ef the fuir tmd ·reftSonable estimlbte, as determined by t.h-e 

Secretary, ef tlte eest Bf eenfltrHction Bf thft.t type vessel m: 
United States shipyards, and t.tpplJi1 tg Stteft pereento.gc -te 

tlte lowest responsible hld-.-Subsidy rtttes shaJ:l oo computed 

separutely ter different types Bf vessels ood ~ be periodi 

eaJ.ly reeomprJed oot net mere freqnently thoo ettee ea:eh 

yefr.r:- ±ft making ltis foreign 008-t ~aw, tlie See:1:·ctary sltfttl 

r-evimv and consider t:bfiY foreign oost estimn.tes ftfid substn.n 

tiating information submitted ey openitm·s, shipyards, & liis 

17 ,~to ff " Gti • 

18 

19 

20 

21 

22 

23 

24 

25 

-f2+ ~ striking tlte wte ~e W, 1068" tt.tttl insert 

i1tg-ttt lioo thereof the wtH-tls ~ cxpimt1ott et Mtree yetWS 

frem the date e:f eH-ft.etment Bf tltts amend-mettt!!-: 

SE&. ~ Sectiou -GM ttf H-1:e )Ierehn,11t 11Ju.rinc A-et, ~ 

fW U.S.G. 1131) , i-s a.mended M follows: 

_j_-1 \ Il..ir • • d, l,. • • " l ~ " ~ f'.4. 4-l. ~ 
\.7T TTJ" Ht-SCrtrn g' ttte h-e, 'W ltbt-ifHt ,a, ttttff ttffi sef:-

ttoo fl-ttffi-tte-f. 

-f2+ ~ strjking: -tJte ~ 'np11lica.nt" wherever :ii ft!)-



-

1 pears m the ffi!S-t sentence frR4 inserting ifr ti-ea -Htereef too 
2 words "proposed shipowner". 

3 ~ By striking m the second ser.tenee thereof .the -w&d 

4 "l,",J" } • ~,~,1 • • • 1: l £ +l,~ 
• uitt w 1ereyer i-t appears tttttt mscrtmg rn tteH: t11;ereo1 tttt', 

5 JNords ~ er neg·otiated price". 

6 -f4)-;By .inserfo1g at -the eoo .et fhe ~ sentence thereof 

7 before the period a comma ftlli1: -the words ~ the negotinted 

8 price''. 

9 -(-et By inserting ttfter the fu.st sentenc·e thereof tlte ffil-

10 lowing tte-w sentence: "A lternn,ti-rely, tlte Secretory ft-ttt.y, 

11 itt .aeconlt~nee wtHt term-s fttH± co~1diti0Hs te he prcS('.r.ilwtl by 

12 fl:tf&,' permit the proposed shipowner :-te sabrnit a negotiated 

13 ~ tog_ether with backup oos-t details ftflfl: evidence that 

14 -the priee is fuir ftfHi 1·easonable." 

15 -fG-)-By inserting a new subsection -fht te read as 

16 follows : • 

17 ~ht Wh.ere a shipyard is the tbp!)lieant., it may;-m A& 

18 cordanee with terms atrd conditions prescribed by the Seere-

19 taey; request eonstruetioi1 diff eren~ial subsidy based t1:p00 a 

20 • priee whieh :has ooeft negotitbtecl W±f.H: -tlte proposed slttp-

21 0.11,Her. Ii M-le 8ecretH,ry eonsiden, tlte ncgotiatetl ~ te 4e 

22 ffti½t &ll6: 1·ea,sonablo, he ~ become tt :13~ t;0 a contra.et 

23 t)Ctwecn the shipyatd &ftd the 5ffij_3ewR-er ood ·agree te pay 

24 the eest ei national defense features ood eonstrnetion difftn-

25 -~ sHhsidy .computed under section 502 (b) et tffls At¼. 

I 



I 

•,l: ·;y,.Hte Seer~:1J~te-Pm:ines tltat~the negotiafod·:pi:iee;is net 

2 ffii¥ fhlffi :K~eBa;ble, he~-¥€~:- ffi;B,ft.~ 

' 3 ' • • t.~ • ' ~l' -~ ~~·~ ~ 1~ 1 ~ • • ' • A ~ '' 1 • '' 
i, -~·",t6• .ftffi¥e ftt; a ttt+r, ftBtt"!:Pettttt:tttt~ 1 priee~, ~ fy½t' a~toi·nat11re -te 

.41 lwecp·tmg ; a · riegettft-we:: pflOO;-: tl-~ .. Scei'etary: • mayi. !wftJii the 

5 oor1sffil-t e£ the shlpyanl: .-'ftf>i3l-i~flflt,:. :request ~etitivo · hlds 

\6/,•oo tne'~al,: ittl'.~-v-h-ie-h·ie&Se the. ap-!)M·~ 1shifffbfd ·may 

! ; 7 • t ~ .at{{)idcler-: ,±fl· th-is1 €-Vefi-fy' 'tt}e' See-retarey ff.ffiy: become ::ft:~ 

8 te a een-trftet between tl-w lffi-vest eempetitive m4d-er ·.~ too 

10 ••i ··> SE&. i![..; ·Sttl,se:litiM ,,+1-fJ .hl· seetioo, -510.('a) e:f. the, 'Mffii­

~1 : d=t&ru ~:fttri-tk Aet, :.}f}g.g--f4G,~~~-l-1-6o·(a) f/ 1is~·an1ellflecl 

13 1 rn1. _ ' • , 1 • r • 1 • ' • , • ~ I -,~,'·~ Ttte terfft•~bsel-ete:-·vesseF ·meft!H3•fb :vessel·~ ¥eS-

14 selt, eae-lt et ,,v-hi.-eh is et. -~·-·less:-tffitti'~ffiH~ thotisu.nd{ ~ 

15 : hund11ed ·fH:W .r~ i~ess ·teftf¥..'W~- fiftS b~ ~ed ha:_ a rrrvy O ' ' u-y 

16 eitffiffi er ei~s e,£ the United States fer at · leftst \·1~ 

17~ ~ :·tt~Hfemfltetj't j'.R:i& • t~': ·too::·'eftte·.'e,f '-'abquisition ~ 

18 • • HHd-ef.t .f'crid ·wlti€h m: t-he: ;}a€1:g-meRt Bf· thi -~, · shetttt:1 

H) • w reptttwl· m: i too:·~i::ime· i-Btff P • 1 - ~-· • 'i 

20":-!,, :, SE&.&.- ·Sectio1i 00± 1e.f t1-m~~forch&1'1t'.·}~ft.~ Aet-; '.-l-W6 

.91 ' ~a···TI Q g· 1.r:'1'1\·• 11 • • •. M_,1 ,l· t..ru·· f'tL··' '1 "+~"-l~,:..· ,,·uT )\•' 
.. d. ~t, • ~t:; .e,. -~'' :t~:t :t 7 , • lS ftffittt.tttett '"tJj • Sur"h(1ng ·-in~· -r-r 'ef 

22 •• , ~-VJ-I..:: fltH± ifl{qff£tfi4 m l-ie-a t-lferee:f ~Jtles ·W, fil,, & XIIi';. 

~3 . ; : ·,·SE&. ·fh· &etieR g.g..1 Bf the ·{\furerutHt· ±\forincY ·Aet;--1-9-gf> 

24 J • -f4f; ·~r-:\-C+. -124?-:2--)--f is t1:l#~nf1.oo• l,i! strik~+g ilie ~~<:ls: -~~i-
25 · ni~Bg-t1-i.f+en~-1~Jc+Hl , H-tbsfr~-y ·+m-fler i-HJe ~ oot1: tns!ert'in·g ifl li~ 

C 

I 

J 
-✓ 

I 
. I 

I 



7 

·~ thereof the wertl:s . '' op erati1.1g si±bsiey HtH:l-€r titJBs ~ er 

1 2_. 1 :XIII". 

3 SB&. -:t-G-: &f'ttoo ~ Bf tl-H:~ ;\-~rf,f}H-,ttt ;\+»:ftHe Af.t, +-M-4 

~,; -f4G ™ l J:3-&-j, is 'ftiffHffitleB: tlS fu+tB'1\ZS-; 

. _5 .. , . . flt ffil~tfBfi i-fir~ tS AflffifHtetl Bf tH~H-tg a#ef tfle 

.6 • :wo1~ds !!title ~q:.: tJ.re WBi~s ~¥ ti-tJe XITI" . 

.. 7_ ;!. :: -(-2-t Supsection -fer~ re:l?Bttloo-:-

. s,, }·:: :._ ~' m &t~oo· +lt is amett<led tty ms€¥ting !,=tttHl_Cf ,titles 

~: •• 1¥:±--er. X.-IlI et tl.-tts ~ fo±lttv®g the :vVBrd !.!.eB~aeteF .m 
~o ;•~-the lftSt eent:enee. 

~~_:,. ;•, .- SE&.. f-h GBnt-raet&-8 with tfi€ United States are released 

12 fffiffi the p-reBSioos Bi th-etr 00tt~ which were ms&too 

13 •. pursua.frt oo tlte provision~ et sBe-tioo 805 (c) ef the Merchant 

14: ~faa:ine Aetr, -HmG -f46'tt-;S~ 1229 (c) ~ 

1_5._J:: : .,. SE&.,~ Section 8-19 et ttte Merchafrt ~Iarine Aet, -1-™ 

l? ... 1·;{4G U.8.C! 122++, is ftffl€tH1efl by s-tBffi:flg too ,vords ~er­

l 7. f 1ating diffe:reHtiaJ:!!. ttttd i-Hsertm.g ift liet1: thBreet the wefli 

-~8,. ~erating", .. _and. ey strikiHg the WBfll.s _~e. ¥1!2: ftiffi 

-~P-~ inserting Ht liea -tltereet ·the ~verd-s "titles ~ & XIIr'. 

~qr: . ~ '. .- : Soo. 13. SeetieB 9Qtt ru ttte ~1€reltam ~farme At$, -H>-e-& 

-~~ ,. -f46 :µ.s.c. 1:MA (c}t; is tHftt:ffi{tett t':tS follows➔ Ry sff-ik-mg 

~2~'-·, :m: subseetio~ w· the WBTW, ~00¥ ~t±e .¥-I!! ftttd ittsertiHg 

23 1 • l! . .,,. .. l .(. +l~~ ~ .. ..J~ " ..l~- i-:d TTT . VTTT•, , ·•· 
-·j, +i-ffi.~ tt1ereoc v.ttt, Wttrttt;, -Hfit:ttr ti:t\,-tes ;_:-r er ... :d:±i . .. ,.·:; I· .. 

. ~~ ~,-, ~: -~ ±4:-.~ Mei·ehant J\Iwirie ~-t,. +9&6, tfi m~1:ended 

' I 
• I 

I 

i I 
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1 :''1TITLE • X AID IN f)EVELOPING; CONSTRUCT 

2 

,3'. 

4 

±NG, AND OPERATING PRIV} .. TELY O'NNE:9 

NUULEAR·P0 1NERED M-EROIIANT SHII~s 

,5' ple1i1cnt ttte peltey Jet4.ttre4 ffi See£itffi Wt 6f th-is Aet, by 

6 fostering at t+te lettst t'Bfit -te -tl-te Yfl.i.t€d States ·the develop 

7 ment, construction, 004 Bperfttwn e.f privately ovmed mreleM-

• 8~ ·: po~·ered merehaa1t, sltips whooe designs embody sig.a½Hffifrt 

• 9 d€!)aF-ttrfeB frem -ttte design~ ef ffiHB-tttlg nueleoa· powered mer-

10 ehoo-t ships vd11cl-t may kfM:l te reduction e£ the eest e£ oon­

il · strueting ffiH1 oper~ting future H:lfB±eair powm·ed mm·chant 

12 , ships. 

13 ' · "S:so~ -1-QOO..; ~ Seerettu-y ef Gem.meree is authm:·~ 

14 -te invite £rem: ~ens ef the Yffited States prnposals t& 

15 • ·the development -ood construction e£ nuelea~owe:rnd mer-

16 ~ ffiMt Sffi!)S fur ~emtioo m the domestic er ~gn eem-

17 :·. mer'ce • ef the United States, inelttaing trade oo the Great. 

18 Lakes. J?.roposals shall be ift¥ited enly :fer the development 

19 ood eenstruction eI nttelear pmvered mm·chant Sffi!)S -flt· ef 

20 tyl*'f, a-Rd general speeificnti-oos -fwlietlteP 4ry cargo, l-iftuia 

21 +Httk rnm·iei·, er etlH~f!t oowrm~ ey tlte Secretai-y e:f .Gent-

22 n 1 erce, fbfH:± -f2t -w-ttJt rut(-'lett..r :prop11lt~tott systems e£ geR&ttl 

~3 typ€s fr.tttl Wtffl~-l t:WStgH-S w-lttf4t t+te Atem-ie Energy Gent-

24 ft-H-Bffi:00 ttfbS <±€rermi-fle4 eettltl: f-eftf,Bttooly l:te expected te 

25 aeetHftpltBtt. ttt-H.Jear j¾)W€r ooBe tle-v-elopment preg.rem oo-



1 ';te<-4i-res • fl;~~ . ¥~~, ~KW{-)- t~{Wtt-rf•l~· tff .Rt lewer eA ·t 

2 ttltHt ~ int(~±e·ttr Pffif)tlit,·i:ett f,:YSrt1tt-IB -ft-he,e_ ·_:wtH:1hl_ ittclt¼de, 

3 . v,ithout limi~tit~on, ~j~wes e-f .. dcpe~H°lttHiti-ty;-rel_iQhility, 

• 4 , epertt.Bi+i-ty, fHHl the ttetJUi:Sttfett ei flttta-H-1ttt wettttl be et ~tte 

5 te the Mttre Je.¥ele1-mWHt Bf tt-t€reHtttt-t mtttt~, tHtetett.r f)fB-

6 ptHSttffi systems) 1 Ea~lt p-repe~a~ :SBttt¼ ~clttde a ~tkd 4€-

7 s~riptio_n ei tl~e J.3fBp~~ sh51) fW ships; ~tt~:f ie~mteffij:)~ 

8 ttse ift eonunm!€e-t the. _prefH;}Sf~. tle¥el~~ eeRstruftion, 

~- ftt}tl opemti:ag ~gffi.ffif,-;_ -$e_ teebtt-if'al . iustifica-twtt tttttl <le-

10. tailed es-tim&te et. 6€;¥(-l}f)}?ffi€Hh. eeB$Hef~ft, • ~Bft e~~·tifrg 

l\ ~i tJ-te ffi;Re~-t _et e:i<l .ftt for it.em1_75ee-, RBp&rt1-tely fer 

.~2 .1~. tle~clopmett&,-. ef>tt~tftt~tf>ttt· ,thfltl BfH~~futg ~tl;~ fHld 

.13. • SH:$ .et¼~ ifl~~~ ttS ttttt S~wetftfY <iife~-ts::-,. 

1i,.i . • ~~~;.1003.,;:~:.:~C(ffQt~(Y, ffi-:-t'Mf)(Tfiti01),·:~ tlte 

~5 ·:. /..:~9mie .~ergy~;.-~GQmlYi;.~st<-H;t;--1: ~~H . ~ttttt~·Wf ttY: p~eSftffi 
I '-

16 ~9rmined: te he. reB~si~e ·w :~ltr1 i1t:¥itfttiflt\ f,lfl~ fiholl S€ffiet 

17 frem them the proposal er p1,6l7Bga:ls ·wh¼eh,;~ mest, efflsdj· 

~~ • ftffff-Y ettt. :~ ptlf}~f.s .. f~~: 1U1i\. tl.+,l~) ~ .thei ~e<:-r.-<~ff tt~~-

19 tt+i+H~ httftt t.½e. t>e~Htt WHB Httl:Hftt-bf.et.1 tt H<-4ecieJ . f.H~Ht>HHHt, 
I 

20 • . tl:Tl-lil-ttH~.;4 Ht·H~h ,:lH':J!R(·►tt tHH~Y, hn.vt~ ~-IH;<l Ht-> .-~:'t-1-><w·i-<~tt~P-+H tl-H.,I. 

21 6iHffthtttm tJ tH-1~letw-1-leWe-t=f>tl f-itrii➔S;- . ~f)HHt>H, '.~s , ~t.t~ · o.1,j Ii by, 

2~. : ~Fie~€', fl-fttH:¼Bttl-l ~eS·eHrf'.f,tr, tttl,tt e~~~r tttt'tt-lt.fi~tttffiflS Re~s­

-~~ sa-ey :~ attvble f¼i~ t~ : epffft~e . ~d. •fftflitfltali-t ·~¼ps m -&ltttt 

_2~, , ft.ff'&, ~, tltr, -~-~•e w '.f ~-: .oo~~~. • ef .. ·.too Yfti-thll 

· J. 95-234---'-+-2: .. 1 
I I . ,. ' ,, •' 

., 
l,' •.• : ! ,, (.: 

r 
' . ' : • : . ~ ..... ; 

' I 
\ 
! 

I 
'I 
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' 

to 

1 State~ (including ffOOe 00 the G:rea.t· Lakes) ffl vthich he 
2 

1

~eset, w opem.te the. pr.oposed ship ~ ~ the 8ecre 

3 ; mry mary negotiate the aAYard ef ai eontnwt with SHOO pm·son 

4 . (her0t:1ftci: etttled the applicant) Hff the d~Htf)mem atttl 

• 5 . construction e+f the ~esed ~ ffl! ships. ~ Secretary 
. ' . 

• • 6 ·mary requin~ SHOO modifications m: the proposed ship ffl! ships 

· • 7 las he deems desirable, taJ.d.ng mt6 a,ccount the vi~ws ef the 

8 Atomic Energy Commission with· respeet te modifications 

•• ·9, ef the ·n:-:.elear propulsi-en system, ftoo th€ ¥ie:ws ef tlte 8ecre 

10 . tftry ef I)efense with ~eet oo nationw defense fca.tures. 

11 ~ • Secretary m£bY agree te provide se mueh e.f the aid 

12 ·, tmthemed by section +GM ftf this title · ftS he • detem1ines is 

13 neeessu.ry te ~ em the purposes•ef this·~ taking~ 

14c consideration the finMciaJ :Pislr t6 the ~lieant, OOtl the OOfi-
.. 

15 • tribution "'Nhieh the development, .eonstnrntion, and opei·ation 

16 ', ef the preposed ship er sltips mary ~- ·wwtffil carrying 

17 • ffitt; the f3·urposes 6tf -this title-: 

18 ; . • "SEO. 1001. (a) ( 1) fu eonneetion with the develop 

19 meftt • ftntl: oonstrnction e£ v~ssels proposed Md selected Jffir-

20 HHfttl-t w B-ee-t«m +00&, tlte Seeretttry ffiftY effff t!te ffll.lttwing 

21 ft.8Btfrtaft€€-; 

22 " (}.c) Wi-tH: th-e seiett-t-ifie ft.Rd et1glnrering t-1-El-v-te~ 

23 ef -t+te AttH·Hte Etter.gy GernmiRsi+Ht;-1w tAtty tt~Ri-Ht ttt 

24 tt~~,-1:+H-t-iflg t-1-te n.wnrd e+ fhl+H-Aff'fflfH~ ft. ptrr-ty t-tt tJffH-

2G ~ tH~V<.l.{~tt 1-l+<.~ ttj+fH+t-'tt.ttt tmJ tl-H~ tl e-v~ OjW➔! +Br J~w 

0 

r 



ll 

2 sltip Bf s-l+ips, iueln<liHg ttt-e f-tfflt ftteJ eere&-l-fe ttmy agree 

• 3 : , - . : ·i-tt fHtett • r.ontrn.<48 te ptty -the tl-ev-e½w.r al~-e:f, f>f part • <:tf, 

4 : __ .. • tlte excess e-E too oos-t &f developi11g ttt-e pro~ Bltip er 

5' • ·~ 1
' • ships, inelud~ ftttfiltttttt! defense features ftl-tft tlte B·rSt 

... 6 me! cores, &Ver tlte estttrH:btoo fair ftfi6: reft.Srumhle eest 

7 • · • i· e{ developiHg a eoHtpffi'ttble ooa-veB-t-i:efttbl: slttp er ~ 

8· without 1rn,tiorn1l defense tetttH-res. I 

9 • •. :· - ~ He fH-flY bef'ffifl-e Si p»rty to oontnwts ootweffi 

10 • 1
: tlte a1)plietw-t Mt1 t:lte -lm¼tder :fer the t'.6HBt=rttf'fi:fm et '#te 

•
1 11 . . • proposed iH:leletcr pow~~ tttefffittttt. shlp Br shlps, ftH-tt 

- 12 •• · ·-~ may agree -m Sttett eontrn.ets • to. pa-y th~. btttltl~=r ttt+ e~ 

__ ,13i .. • _;_ : : . ·er part ef;-' ilie e.xe€SS ·e:f tl+e, c.iftSt Bf eettSfil!tH+tmg ifi 'too 

14 YR-ited Sta-tes the pre~ef.ioo shl-p er Sfi{j?S, itteltttttRg fift-

; 15 · . :; , tiooal detcfise iettttires ftfitl: the fif-St fuel e~ ev-er-the 

: 16 •.· i:r ·-estimated~ avera.ge wcigltted~ ·ffiff ftR{1 rffiSBBttBte:f~lgn 

-:1 V • i;.: I· •. eest;. ,e{ e'onstrueting: 6: OOffifHtfltB±e eern~f\nttetHtt ship' er 
·, 1.8 , .: :·': dmips· ~vithout oo-tieftthl Jetet1se· tefttt1res-; Proviclcit; ~ 

- 19 :···( ·.:·~~if, titt; sh-i-p er '.ships ftf-C to ,be: openited m .t-lte 

,20 : : 1-~,: .tlemcstie • trade ~~ -t-h'e· .. none01~ - d-em~ 

: 21 : .... : trade) fti.d .lHlf1er ·t1tts· pa.ragraplt. is limited to too e~tkss 

, 22 • •. ! • : , ei ·t1te ·ees-t. • &i ,OOH$ruetlttg m: ~ Ytti-t€d States. the t)-1~&-

• 23 ' . : : I posed:1

~ er ships, including ·i=t&tieoof tk.WIBe, :featm~·es 

24 ·, • • . tutd ' the ' tirs-t ~l • e.Bfef,; . ~ver t-he ~Rtirnft.tet1 tfltr A~<l 

- I 

I 

I 
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1 . tieea.l shlp :w-itlteu-t ntttie-tml defettse feattwes in the 

2 Yfti.t€d Sffi.tes-:-

3 ~ !Nie Seeretttey mey • ft.SSffit m ti-itining erews 
4 ~ tlte slti-ps-1 pltttt aoo design e-P ~ m pkttfttftg @tl 

5 l • • • -L .t'~r.!l!.i." • .i.l, 1•-
(tCSignmg aipprepritbte m-iere :tt:tit',ttttles -t6 serV1ec t:tte s111ps; 

6 ffithlffi available w the. appfu.rutt, with the1. eeHBen:i ef the 

7 '. Atomic Energy G-effiHH:SSffifl;- a,ppropriatc elassified iftf orma 

8 ti-efl..t provide .research ·fblld • dtwelepmffl*, m , Government 

1. 9 . Jarhora,tories-Wftttlh ha¥e fueili-ties, p&Selffiel, & cquipmeitt 

,,19 • Eet availMle m: ~ lttb&ateries, with the oo~ ef 4e 

:..11 eepu.rtmcnt & &gc!1ey wltieh ef)tffittes the ltwere~i, Mfl 

.. }2 • • '.with & withoot ffit1¥ge te the tbft)Mftflt1 ftM p.rovidc, with-

13 , em cl1arge, design review semees, ~- eoostruetion ittS~ 

14 _-tioo services, 004 ~ opcmti-en tld-vis&y scrviecs.· . 

15 . . . . ~ ff.;-uooer seetiefl -1-84 ef the A-temie Energy A-et 

., 16 . ef {-9M -f42-U.S.G. 2234) , the Atomie Energy Gommissiott 

• 17 . <mnsent,s te. tlte erea.tion et .a mortgage 6f lieft oo the ntteffit.¥--

18 powerell ffi€fl'.tt00t StHp-; fltt4 tt tlte l6att fttt& mortgoge are 

19 eligilile fer insurance aHder -title XI et tlw., Aet, t-lte &ere-

20 ffirY :Fttey • itIBtrre under that title the mterest oo £Htd tlt€ 

21 tt-Hf)ffi6: tttl~ e-f fl.a~ tH4ttt'tpttl ftttHm-nt e.f tl-le lAH+t a+ttl 

22 1-ttfw+~ng-e-;- I+t ~-t-'fffttt ittftt~ t+l-~ ttt)t)lfetttt~fi fltigtt-H+i ~ 1"+1~ 

•)•) 

..,,> NPt'H'+t11~y- i-H ttt>·t; rtlqHir(jt-t -t-.t➔ H-ttdi-P 4-lw .f-itHli1➔g -rt·1fJ1tirnl -l➔~f 

24 ~ttH~e-t4ttHt -fet et ti< < .. fi-BH +GM ttf t:H+H -Af'h ~Phe Sef'fettrry 

25 tHftf tttttk~ ~w f-i+ttliHg:s ¥Hfttir~J +•f titttt~~f-'4·ttHt +•+-f-l+ tttH:1 
J 
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1 ( b) ( i ) et seeti6H-HM e¥eR tihett-gh the .eoot hoo ttad 

2 tt~ experioo-ee m tlte .operntioo e.f tmelear po1.vered merehaH:t 

3 ships. ~e fbPIJlieability et seeti-ett 4-84 ttf the Atomic Ettergy 

4 Aet ttt -1-·904 te tl-ie sltip sltttl± net pre¥ettt a mertgage oo the 

5 • ~ ~ beittg a ·prcfcr:rnd 1~ortgage under the Ship 

6 Mortgage Aet;- 1020. • • 

7 ~ ±ft providing the aw speemed ift subsection -ft+ et 

8 tltis section, the Secretu,ry fftft.Y", tlt}eft payment et the· eests, 

9 ood with the consent ~ the departmeftt er agency eeBeemea, 

10 ft¥ft:il himself ei the UBe ef liee:Bses, information, services, 

11 facilities, offices, ood employees et tt:tty ~cutive departmefit;-

12 independem estublishmettt, er ether ageHey ffi the Govern 

13 ment, including ffitY Held ser'r-iee thereof. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

~ Section 505 (a,) 6f tfiffl Aet sl=tt,ill apply oo all ~ 

whose construction is aided mtder -tltis ~ 

"8:so. 1005. &eh o,pplieant :fer aid under -tltis tf.tk Sftttll 

agree that if the ship, after its construction is completed, eftfi­

fittt art ft.HY time be operu.ted fur tt period et mere tlttH:l thirty 

days because et oo Htterunien dispute m which the fue.t 
0

tflftt • 

the ship' is 11ueleur powered is 00 impB:r-t&H:t el~H--Hffi-t, -t±te 

ffler wi-1+; ii se • tlireetetl ey the ~tftey 6f Commc1~ 

~- the vessel tlf) ff}f s&le ftt eom11ettti-v-e bidding, witlt ft 

minimum priee m ~ t:U11ount tfittt worJd he pttttl if the ~l 

were reqaisitieBed {& title;-ftfld en-Sifeft etlter tern¥., tmd OOR-

. I 

I 

• I 
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1: .. ·aiti~ms ~ ·t~ .s~ey e; GeH-iit1ef~-~»1-~ will :a~ ,effi¥-

2 ... tlttei\~ te ~,eoott:fttte€1 ~pemtion ef t-l~ sh~.~~ 

3 . sltftJ!.fHfi )~~{;ft ,t!te. fil:tl-e ~ the, ~ss.e~ :1; I I I~: i.; ' . I! , •. .- '; ; ~- I. 

4:; .• ~Be-; :·~@f}fh, Any.$~ ·de~=~a ~. COHS~ru_eted with 

!J. ttifl ttttder thls ti-Me sl-tttll oo documented :tmdcr the .lttws·et the 
• • .. , ,/ ' , I 

6 Ynit~a Sta-£t's ftM sltaJ! reniaifi se 
7
clocnm,q.11ted _ ~ ~ffitr 

?, .fR-¥-e: yettfS er oo ttmg ·ttS _it is· propelled ,by. ~ftt: prepulsion, 

9 !!.SE_&. __ -H}{}-1-;-~~: ,whese., eoostruetioo~ is ~ lttHief . 

~o -this .title a-re eligible. te reeeiye eperati~1g di~erent~ sttl-ts-kly1 

1_11, ·_ ~r wliatever ~em is m ~ Wfil~ t-h~ slti-ps • g~ tttte~ 

12 , _ ,opemtioo if tlte R-ftpfi{lfl-ftt ffttttti~es Htttlff tlte ~~H~ ., •, ; • • i. 

13 

16 .w~ tlti-s -t-itl:e is eftftcted.'.' 
, . 

17 S£(?-; . ~ Section -1-W ef. tlte Ate~ ~H~ Aet e{ 

18 , -1964, ftS ftFH-et~{tee: #Q- B;S4 ~h is. tH·tw.tt~ _ru, f-el-i 
' . ) 

19_ IBWS-: , . . . 
• ' , I : 1 t o I ~ 1 : : j I 

O 
; J .'· .. ; 

20 

21 ftte-ly a-ftff t-1-1:e . w er4; ~v-i-ili-, er fur tlte ~P+~R-t. m -t-~ ~-tt- • 

22 Hl~>-~ tb ~➔tttttttt tt+ttt -tl+e_ ftt.l-kfv,·i1 lg-; ~J.! ~if-1+ 4Jtt.i. s~~ 

2:~ <->f 9-tm-h4H-'r(•t:~ tt-1-1-d<,.\-P t-l-ie H+tf.lttff-i-ty t.J t-i-H-e :X: ·Hf t-lte ~~f<4ttl-Ht 

24 ;\-fo-ritte At+,-~-:~ oo tttHetH:t€4~ 
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1, .tlte • tti:s-t sentenrc tttH.l • t.A-Sert-ittg the W'effifi ~ the G&a-

2 mission & t+te -Secretary". I (• 

3 SB&. -1-G. &ffi&e-ti6tt fl-)- et se€-ttt=Ht -1-+{} et -tlte Atomic 

4 • Encrg-y -Aet ef -19&4;-tlS ttmetHloo ~ U.S.C. gg10 (1)), IB 

5 amen decl hy ~ittg itt the H-r&t sentence tlteroot immed·i 

·6 • tttely before tlffi;period s, commn, oo-d tJte fullewing: ~ aey 

7 ship whese deilelopment er constrnctioo is ft.id€d under -title 

8 ~ ef the 1\ierchant M·ttfffie Aet, H).g.g, as aillended". 

9 S£.e. -1+. !_Plte S€00:ttd sett-teftee ef -the second panbgn1,ph 

10 6f SC€tffiit ~(-b-~ et the ~ferettftfl-t ~Ia1·i11e Aet-; ~ -f4-{:, 

11 U.S.C. 1177· (lJ) r, is tlfftettded ey i11sertittg &f-ter the werds 

12 i!aftthoo13ed tmder section fil-3 ef tli-is title!! e;' eetnffift, frflf1 the 

13 wertls ~ ttew unelettr fu:e.l eeres #r yessels" oo4 a oo~ 

14 •SB&. -l-8. Seetioo H04ii¼1-fet e~ the ~1erehant ~ftH-ine 

15 At+, W-;ffi fW.U.S.C. 1274 (t~.r-f&-H-, is u.i11endoo te rett4 as 
16 follor1.vs: 

17 

18. 

19 

20 

21 

22 

23 · 

24 

25 

~ sh-t:tll seoore b~ notes, er· ether ebligfrtieftS 

• ·, i !too.ring itrteres-t -fexclnsive • et premhun eittlirg€S ft)¥ 

itt:Stu-M1ee, ood setrvicc chaa.ge&; it ft~ a:t ffi-t€s oo-t t6 

~~ f+H-ett !1€r f)ettt-lttft per ootttt.ttt ef· 4:+le ftrffietflttl • 

,. el>ligat.itttt eutsw-ttlmg' ~ -the Secretary ef Commeree 

tktermines t0 be reasomthle, tttk:i-itg ittt6 tteeonn t too 

I • nmge f,{ interc:,t ~ preVtuling ffi ~ j:}rfftt,ie mH.rket 

• fer simi1tM l6oos ttnd the risks assurnerl hy the· DepRrt -

:......t C " ffteftt mommefee; 

I I 

' I 
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-1 .. .' - ·, 8£6:; 1 -HJ.:, '.Seetioo: :-H9Gf.4. et the iI&el:Mmt MtiPioo· Aet, 

2 -1-™ fW U.S.C. 1.272 (2)), .is _tHnended ey inserting ~ 

3·. the 7NOrds ~ r.eeon<litioning er :reconstructing the fflffft-­

.4 g-n~t4l fffi,pertiy" t-1te W&~ !!& w twtt¥t«e: tt. ttew ttttt-4{-mr 

6 .. • • ~e; g(}. -~ M~~ttttt -!Vtttflite A-et; +.-0-&G; is tttne-tttleil 

7'. by insm~ting a oow title ;xJY te read as rellews-; '·.: •. , : ' 

8 ''.TITLE·Xl-II EXI!ERIM:ENT~ Ql2ERATING .J 

·SUBSID-¥ 

10 · - • • ~B&. MO-h ~ Secretary ef Geminerce . is. tmthoPiz6a 

11 te enter inte fiYe iear. experimefrtru e·ontrnet-s with Hftff 

12 .t opera.tors fur -tlte ft8;YmeE:t et operati:ag subsidy fer too epertl-

13 -ttt:ffi et· li-n& ¥eSSels in too foreign e·ommeree et the :{.;tt-f.ted. 

14. States tHW with ewnet< et'&y httlk ¥essels bt.tilt ~ ttte ~ 

15 aetmcnt ef -t-ms title ~ operation ru, eontnwt eftrflt>~ m tlte 

16 foreign eemmeree et the Yttited States, Stffijeet. te ffittlfr tffi:1.1s 

17 tttttl eondit.ions tt-S -tlte Scerettlry Hmy determine. 

18 . . "SEC. -1-W~ A subsidy eontnwt mtty oo ftWAfaett ett atty 

19 He¥~ whieh • the gecn 1ttw)~, :i.-tt. 1-tis dis~ett-; without ptili-

20 lie hetlrin~-, determirn.1s is fl-et ft&tlttttf.el.y ser¥€th ApplietH+t:ii 

21 +er Sttefl: e011tmets t.RtIBt ttteet -tlte eligibility ¥ef!tt½retttett-h, ef 

22 t4et'titHt Wl- ttt #tts • Aet-:-~e Seeretury, itt hls m~4-ttttt;-

23 ttttt.:r tt-pi¾ too pre-rh,«:►ttS Bf Het4«:Ht~ 6(~ {tt} ttttf1 -ft+, MG 

25 fHttt +&, f;(-}g, ~00, h+(+,- fHH-1 +;+t- e-f ~ A-et, er My et 

i 
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l 

". ·) 

l 
I 
I 
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I 

I 
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1 them, te eetttrtw+.s ettwretl ttt-tB tttttl<jr tl-i+H i-itrle. R-<..\ ttH·ty n-h;B,-

2 i-n: ltis tltscrctiou, ftltl*:Y' tJte :fffi>B-ti½Bttti t>f H(~·'-t-K.➔ tt GA+-fJ-+ 

3 te eootftt.t,ts ffiter<.,~ moo tHiBflf f.HtS title wit++ ltttt>r ftl)t-tftltBf++: 

4 ~€. 1303. !flte amount :ftft.Yft8ffi during ~ +i--fHt yt1ttr 

5 et tl-te stths-iey efflt~ fttttloll ttet e~eed ttte difiere11ee be-

6 tween the e-ests i-nettffed i+t ~em-t-iHg t-He ship for tt-tSttfa-ttee, 

7 • -wtligffi; fftfl;iutcmmee Md reptlff;" ood tJte ees-t Bf stt-t4t i-tt4w., ttt-

8 em-red itt the epera-tioo et tti compan1hl€ 8tttp ttttt:ler tlte #ag 

9 m a foreign eoo-Htfy whese s-lttps frffl sttbstafttia.1-ee-mpe-titerS 

10 e:f the S&0ffi~ ~ Dtning· t+te subsequent yeaffl et ttte 

11 eett~ the amount et sabsiey sooll be computed in saeh: 

,12 mtmn01:· as the Seeretaey itt hls ~re-ti-oo may determine; ±ft 

13 cleveloping aey new system tlie Seere-ttH:Y slttill be guitled 

14 ey tl¼e oYerriding principle that the system m-ust eeflt-ttttt itt-

15 centives which eoo be reasonably arpeeted te redaee anit 

16 oosts 6i subsidy m tl-1e :ftt.t.Hre:-8aeh incentives ffifrY in:elooe 

J 7 the· ttSe et oo objeetivc md€* er intl-iees te ge-¥ern too lillnual 

18 change m eet;-ts eligible fur subsidy, ~ HSe et a teflflttta er 

19 formuhte reasoHahly reltt~g t-lie nmonnt et Stllifil<:-ty pttyatt!e 

20 te the pertfWffi~e er produetiott et stthsitlttretl seffiee, er -ttte 

21 ase 6i sttelt ettter Feftsona.ble approael1es te tlte cletenuittftt-tt:H¼ 

22 ei ~e tUUOUH~ 6i saasidy ttS iJte Seefetal'y ffitl~ ttt ~-ltt, tlt~e-

23 ~ estoolish. 

24 "81~0. 1304. Stielt eont:r&~ shtttl provide t-lttt.b flttOO ~ 

J. 95--234-3 '( I 1 

I , 

ii 
1·, 

I 
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' 1 terminntieft the· opcrai~ shfill ~ tfie eptifili' t» ¥eeeiYi~g a 

2 efflttrtl~t fer tlte 01Jen~tioft e-1'. !tit_;' Yc~sels tmdeir-,.vht:}te~Ter ~ • 

3 sidy system is iB Bwee ttt that· time, ~¥ ef sellmg • ltif, ships te 

4 tlte G-eTfftttttettt for, tli ~e ~ t6 ~d thew depreeittt-ed 

6 8£&.-~-h fB-~~ is hereby estoolisbecl a· Comn1ission 

7 • te be lffiewn as the GemmissieH: oo Affie;pieftn Shlphuilding 

8 -flteretttftfter f~rett te as tlte "Co~mission'') . ~. Gem-' 
. ·, 

9 mtssien sl1ttll be eempesed et ~ fflffl½Ler&; ftWffiH-ted liy the 

10 :P¥e,id€fth ·At lettst ette me~h~ ~ll be !rem ·tite ·united 

11 8~s hlti-pl:mildmg industry. ~Iemhers et the' Commissiett 
' ' 

12 S±Hlll he ftWBH:l-te~l fe;p the life et tlte Commissiett. ~e Presi : 

13 deflt sltttU desigmrte ooe ef -the members ef the Geffiffi-issieft. 

14 ns Gooirmm.1. Eettt= ffiefttB&S 6f ttte·--comi~1i.ssiett Sl-ttill: ee~ 
15 s-titttte a quorum. 

. ' . 
16 -f-?t ~±€fttt:le¥S ef the COlmnission slttt.ll ettffl ~e emitted 

. , . . 

17 te reeeiYe $,}(}(} per aiem whett engugecl itt ·ate tt€tttftt !}Cr-

' . 
18 fonnanee ef duties ¥e8t€d • ·itt •• ttte Gett-unissiou, tttt"ttttl-i-ttg 

19 traxeltiltte, a:rttd whlle tt-Wttf fFttttt tflffi! • tt~ • er ~ttlttr 

20 t)laees et oosifteSS• ~ :ae £Jlewe4 fravel ·expenses~ i~~Hili-ttg 

21 peF ttteffi tt1: liett ef SH-BSffltettee, as att#tert~ffi by ~ e 6f. ~ 

22 Yftt-fe-d S-tt~ Gede fur ~tts ift the G-<1,Ternment ~~ 

23 employed intermittently. 

24 f.1t !£.Be GeffiffifflSIBH: sh~- meet at -tlte etill ef the Chui~· 

25 ffiftft er at the efttl et a ffHtj00£y ef the memlJ~ t,hereof. -

'-, 

l 

) 
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l -f4+ ~e Gtn mui~i,iott sltttl-l luw-e the pewei: re ttpj_ie½ttt 

2 ttttd fui: ttt e t-'tH-ttpetH,-ttrb-tt)tt t)} StH'tt 1:)e-ftiettttd-; ft.S it JeeR-tti 

3 tttl¥i~ttB-W, 8ttltjt>f't W ttte. d-¥-i-1 Seffiee mws tttttl the Gltt~tt-

4 fffitt A-cl e.f ±94¼}, as ftftteittleth 

5 -ft+ !.Plte Commission ttttty proettre,- itt a~eercl.-tttt€e with 

7 • pBfftt!y er intermitteHt se¥¥teeS et exprrts ei: f.ffltffi:l-tttttttfr, 

8 • i-ru:1½¥itlttttls se employed shttll ~et¥e eem~fttioo ft.t a rete 

9 te tte ffiett tty tlte Gtt1mniARiBH-; tttl4i ttet ttt ~~~s e+ $-1-A~ pe-¥ 

10 tlwttt, tttfttttttttg trtweltittte, ft.Hff: -w-lttle tt-wu-y trfttfl- tltetr ttfHtteH 

11 • er rt1gtttftr plttees et ffttfJffiess ttttty ~e ttlle-wed trtt¥el ~ttse&,-

12 i-ttt1lttt:futg per diem m lieH: et subsistence, ttS ootlttwiood By 

13' title e et the United Sttt,tcs ~.{le f~r pel!f;eflS m the Ge¥effi-

14 ffiffit sei:¥-tee em-pleyed intern,itte+t-tlr-

15 -f{;t ~ Commissioo sltttR ee~ fr stt:Hly ru tlte e~ 

16 · te wltieh Fodera.I tt.ssistanee te the pri-¥tlte slttpl:milding HWHS-

17 try m the United States is iweessaey te prese¥-re the eeff¼-

18 ~ti-tffe pesitioo et Stiel± i±tt:ltt:Htry ood te preserve a tttttiettttl 

19 capability fer the wiklittg aoo repftir ef Ymted States mer-

20 eittmt tmd United States fttWttl ships-; 

21 

22 after the dttte Bf efttl£tn1cnt ei this Aet submit a, comprehefl--

23 • ·sw-e report ef its fu:tdiflgs attd reeommendtttiefls te the Prn::,i · 

24 '.defl-t atta te the Congress,~ thereafter slttill: eease te ffiHSt. 

I 
I 
!1 

·l 
I 
1 
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16 

20 

Soo.. 22. ~ Mernhttnt !iarinc Aet, 1036, is ftfflefltled 

by m-scrting fh new title ~ te food as follov.rs: 

"~rITbE XIV REPLACEM:EN~ i".cND EXP11\NSION 

G-~ m~ED STArrES NO:NSUBSIDIZED )IER 

CHAN!1_:! AND EISHING FLEE'm 

"8EO. ±4Gh A-l¥:PH0R¥P¥ ~ NEGOTL\.TB CONTR:AO~rs. 

-fat Iler the i*lrf3BSe ef preHtetiitg the ~struetieft er a~ 

si-tioo m ne:w ffiffe±Httl-t ¥essels er the substantial reeonstruc 

tiefl m ais-tiftg ~ vessels ood fer ethe¥ purposes 

fH:t:theri£ea by this A-et, too Seerewy ffi Oommcree fflftf 

eR-ter ½me eontracts net -te exceed twenty yetl-fS w-i-tlt &By 

PffSOO ~ i-s a citizen m -the United States it too Secretary 

determines the · peFSOO · pessesses -the ability, expericttee, 

n-tt~ia-l r£Sourees, tmt1 ethe¥ quaJifiea.tions tteeessary te 

enttble h-im t-e conduct -the proposed opent.tiens ef the mer­

el-tttttt ¥-eSSels ttS te meet eempeti~we eonditio as tttttl pmmot e 

17 tittitoo Stfttes domestic er f-Oreigt1 comm~ 

18 ~ Eer the :I~tH~ 6f fffi)moting the eonstnietion ef 

19 ttew HBhittg ¥eSSe-ls, tlte Secretary ef ttte Intci-ioi· ffiftY ettter 

20 Hi-Ee t*.fHfftte-€S tte-6 t6 ~e~ fW~ ~ w-i-tlt ~ ~tt 

21 w-t½B is ft. eiiiY.en m tlte United 8Httes H the Secretary det&-

22 mi11es the pei?Sefi pe5sesses the ability, experience, fimmcittl 

23 rCfffittreefr, and ether fftttlJmetttiettS llCCCSSfl,ry -te" enfl.Llc hlm 

24 -te eoo-tt-ttet ttte ttre:tt68ed epera:tiens 6f tlffi fishing ~e-l te 

I 
....._1 
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2 #s~ resom;ec~ 

3 • • "8Ec. i402. TBR~·1s ·7:\NB G0N-1nT1o~m w CoNTIL.\0~ 

4 • ~He Seerettu-y Sfl:ttll meltttle in ~fi eett~-t. a prBYision 

5 • . 1 , • • • • 4at trutt i My oow vessel eoostrueted @der a een-

6 treet will be ~ m a tihipynnl • m-the Ymted States 

7 • ·, ttfifft>r tt OOH-tffif4 With tt. sh~bHileer etttered ittoo fitter tlte 

8 G dfeetiYe dft.te 6f th-is Aet-t ·- " •• · () 

.9 , ~ tltttt ttitty 'fle-W·¥esse± tuequiroo'ttti&r ai eontra,et 

1 o -will be Bite t-ha-t was bmlt m a shipytlRl' itt the ~d 

11 ' , • States fur the Yft.ited ·States Governm-e.11t ·tffitlff ai e~-

12 treet· with a shipbuilder entered ffi-t6 after the effee~-

13 date6f ~Aeii • ti · 
,!,'-

14 ~ -tha:t ·t:ti-ty vessel • SH-ltstttntinlly rcconstrtteted. 

15 • · • f ~ tlflOOr a' eootreet will lte 6lte -th-ttrt WaB l:mttt ffi tt Sftfi3Jflffr 

16 iB the Yttiied'-States ·ood • w-ill. be .Sttbstafrtially reeeR~ 

17' ' • , strueted m a shipyu~:d m: tlte U11ite<l States nnder tn ~ 

18 •. ,. ·, trtt~ with tti shipbuildm· entered mt& ttft& -tl-le effective 

19 I OOrte ttt t,+ttt:; ~ • / : • ' 

20 

21 . , stautia.lly reeonstrueted tt-ttder & e~H-tffiet w:ill be e~ a· 

22 1 
•, r; •t-ype, tii~ tMttl speed tttttt, ~re Seeretttey <:lt:tennines oo be 

23 I ' , , Sttitftttle fup tl-se fflt ~tte hlglt sethS ffi! Gretlit ±1tlk-efr, 

24 

·, ' } 

I 



22. 

1 ·, , , , .:s.tantially reeonstrueted under.~• eontmet · ;negotiated mi=-

2 tie¥ section -1--fa+ will be ef a type which the Secretary e:i 

3 ~ Nft¥y certifies it, ~~le fe¥ eettttfflffieal tMH:l ~etly 

4 • • - ~ -T- l • • 1 • • l, • • +- t... l ~ :···, , em.1vm·s1en mte tt ttttn"ttt a.ux111ary & o_t-ucnvise smvauw 

5. , •1 fflr w,e by· the Ymted Stntes i~ the e¥eftt et Wftf er H-&-

6 , tieflal emergency; • j • • , 

.7. 

8 

~ rer the creation oo.e: ffift.ffi.-tefttmee et a capital 

reserve ftlfHtt ,,;, 

,9 4gt for the approximate. fttffiib& ·'Md type et ¥eS-

10 self; Wttiffl -tJte OOttt¥tH~W will 00f½Rtffi·t4; tt-et-f~tire, fH! fi~ 

11 ~&lly reeoot1irttet s+w~cl te ffH:)tliiieuti01rn tuHl ~-

12 siefis ttf® a: slie-wtttg ts ilie sAftsfuti-ti-oo ef tl-ie ~e<:-retar~~ 

13 ef ooceptablc reasoos fur modifie~tieHs & extensioo51 

14 ~ fur atktitional terms ood OOflditions eonsistffit 

15 • with this Aet, that the Secreta.ry determines w lte Ree€~ 

16 . •• sary w pretee-t the mterest ef the United States; 

17 

18 

19 

20 

21 

22 

23 

24 

25 

!!.fit fur the ettrly replacement et aey Wftr-lmilt 

vessel . HSe6: m the moYement ef earge under seetioo 

901 (b), ~Icrchaut ifarme Aet, 1936, as amended; 

!!.fB-Htftt eaffi eetttrtH!tm· agrees oot w tttetlr any 

1mrehasc ffiffiley indebtedness wi-Ht rnspeet w ffi-lY -vessel 

constructed, a.eqnii-ed, • & StH1Btttfitittlly reconstructed 

ttt-Hffir tb 00:tttrtl~t w:i-tJ.ttm-t; tl+e ~ ~oo~ettt el Hte &~ 

rotary; 

~ tlmt ttpoo ffiHttre e:f t-tte contrat't-6¥ te eM-

. ) 
I 

'--



,,,,.. 

.... / 

r. 
f ' 
, ..,/I 

2 .fffi)¥ided • itt the contract as Hreilifted & exteHCktl, a+l 

:3. · , : . •1 clellO!Sits et the contractor will t)e :witttttfffiVft !rem t+fe 

4 • , . . • futttl • wi£lt the Stlf.lle tfr.."'i eetIBetflt€tte€S ftS • Fe&cH-£ tffH+t 

3· 
I ·.•1 

6, , , ~±er~· .~Ififme Aet;- 1936, a~ amend~ tHtd oo fur.-

7 the¥ de1JositS' ftiftY Be ffiftde by the 0011traetor ltfltl± ·a Rew 

~;·· .. , •.; .. ~ontract ifrnegotiated; ood 

9 

10 .. 

11 

19. . .., . 

1 :3 

14 

15 

~ tltftt the ~tffieter ngrees tltttt aey vessel oow.-

: strtteted er OO(ftttffa under a f~tffiet ·-will ren~o,in fl-ee~· 

. mente<l mttler· the laws et the Ymtred 8tfttes !er t:,Nenty •• 

• R-¥e ~ftffi ffeffi tlte tlate of tts @1-wef..r by too sltiplmi+tt-er 

, ! tttu-l fttt:Y ¥t'f-lf,el f<~H-lirt-t-<4tH-1 mttt{W tt <~+~n!tt<~t. -will rei 

ffiftttt tleoom®~a +uttler the la~vs ef the ~1itetl . SWes; 

... ~ the remainder et its e9ono~11ic lie as de-termiBeEl ey· 

16 ·,,., the&ere~ · .. , . r I 
~ . . ' , .. .. 

17,_;._ .• "SEO. -1~ CREA~*~ ~INTRNANOB eF GAPI 

18 ~ IffiSERYE FUND. ( af-E--tteh €tH:l-&l!fretfH~. 5:httll, eft>ft.te ftOO 

19 ,· i-Rtl½l:ttffi.R· fflr tlte .dttfft.WH± et. ttte-Bt>-Rtffi.e-t, .ttt depositories a.p-

20;, i+fe'retl tty ~ 8eerdnry, ft Btt.tlt-fttt. ~J:!V~ -ttHttt. tH-tfft\£ too. 

21-.... ~ eout.rol 6f -t-1-te O}lCfH.t;or ttttt1 Hte Scerl-'ttt¥:Y- • 

22 

23 

24 

25 

!!...fht-Eoolt ~1traetor sltttll de1l0sit ttt tl+e ettpiW reserve· 

~ ~. is required te lte dcpoi;ited ey ~tttBt~ opcrn,toi:s 

tift&ef seetion.~ ~ierch~nt ~ Aet,.1036,-as amended, 

t-lw. pt·oeeeds .ef ~ ef .v_esspl~, ~ :P~oeeods et ffiSttfll;Ree· 

I 

I I 

I l 
i 
! 

I 

I 



I 

' ' ,' 
I 

1 . RM. indemnities, ttte ·c1cpreda,tio11·· elHtfgeS ·as' eRiPBCd, tmd 

2 the etffittttgs iflftae en deposits m' the eapital'jrcsfa·vc fattfl;-

3 oo4· sooll -a.nrmuiU-y r deposit aey pcreeutage • 'el diffcrcfi~ 

4 paymcats rceeiYcd oo the movemeat ef 00rg0 umler seetioa 

5 901 (b) , 1''1erclrnnt Mtwitte kt, 1036, : as a1nended, that 

6 the 8e·crntaey d€-term:ifteS it,. ff6ffi • profits 
1thlld is aeccssary te 

7 fulfill the eofttfltete~ oottgfttioo tt• the eoatraet-; 

8 ~t ~e eontmetor mtty tleft0ffit m tlie ft.too ttttta: ~ 

9 ings wem hl-s ~-1: opcmtions. 
, I , 

10 "8E&.- .:J-40~ ~ DHFl~HMBN~' eP PBP0Sf.ffi :E-N !£HI➔ 

11 FUND. (fl)-Depofli~ e{ .ttl ~s tttt.e tlte fotttl ttre ttt~ 

12 m ttte Sftme manner ftS ~its et ffi~l ·gaitts by sHbsitlffiffi 

13 ~raters imdei--seetien {;{}1,- Meretttlfi-t Mffi-iBe A&,· wg.g; as • )) 

14 1 rl • amenheu. • 

15 !!..fbt Deposits ef ea:mmgs aoo differential pttymett.tf, HtOO 

16 the tt:md are tMM m the Sf\iffie manae1· as depos~ts 6f etu1:1ings 

17 ef Sl:lhsttli,red o~ters tttHreF seetioo •f>G1, }.Ierehant Ma.rine 

18 Ae-t, 1036, ftS amended. 

19 

20 

21 

22 

2:3 

24 

25 

"SHe. 11:05. 1NITIIDH •. \.Vh\LS. li,ROM !£4:EB 
1

EBND. Co11~ 

tra.etorn may withdFtt.W ~kposits Wffifl: tlte ft.too witlt ttte sftffle 

• • ~ - rl r . . d 4-l_ ,, r . ·-;J ·-·! 4-1-restnetwn tttttttmiLhlt-iett-, uu ei-~ StHtt-e eonotwns fttttt ~ 

the sttHte ttP.t: e00:S{.'(!H<:1Hres ftS deposits mey oo witluh·n.wn 

frtittt tl-te ettf)ttftt ref,er-¥e :tttttd tty ffiffiSt~ ~tiers ttt-ttler 

seetiett (;9+, J\'f eYel 1 fl.ft-t J\itttt-4-tte ~t, 4-9-W; ftS fr.ffiffifle& 
) 



-~ 
I 1 

2 

3 

4 

5 

6 

25 

mtty H+TeS-t tlepestts i-tt tlte ~ ttttder th~ t'BtttlitffittS ft-Hfl -wi-ttt 

-t-tte StH-tte fftiffffifiltttt tt~ ~e~+t-H (tf HtttH,ttt-W,eJ: ttper~ ttttJer 

~oo gG+, ;i\fcrehant ~Iftflfte Aet, 1036, ttB omendc(l. • 

!!S£&. 1407. DIBCONTINlMNOO eP DH'l:'ERENTIJrb J:2:A:=r-

I 7 

, ~s. Ne operator tti a ttftttf!ttttSHit~ed ~et ~ fff'flffe 

,atty differentia1 paym~ ter earga me~ ey sttel-1 Yesscl 

Rtt~ seeW·Hl 0.01 (hr, ~foreha-ttt liH.riue Aet, 1036, ftS 

ft.fl1ended·, unless the operat0r ttft8 eonclu~ed a e~fitt' with 

-

8 

9 

10 

,~ Seeretary_tiftde¥ this Aet ¼1ete+t~ Janua;ry l-; ~968. 

~e~ 1408. DEFINITIONS .. In th-is }.i.ct 11 
,, ' 

11 ~- 'ContFt'tlet' met¼lftS. a. ¥eSSe± ·effitstffiet.ietr,- O£·quisition, 

12., .& ~~a-uetion ooatraet authorized by tm-s·Aetr. · ., 

.1~ •.. · )~ 'Differential p&ymen~ means the Jtatyments made 

14 by 4e United States Govern~ t6 operators ei Ytti-too 

15 
•1 States flag mer~1an-t; ¥eSisels t6f th€ movcn~ent ei ettpg'6 tHtaer 

} 6 l·-seetiw 001 (b), Me.:reha-nt Marino Ae-t, 1936, ftiS amended,i~ 

17 
fl:t-tes m ffif€ess tti world mttrket ~ • : ~ : : .. '·. · ·. · ·--: r-

18 

19 ~-ftlt ~ttflti-tt~ • .f+·ttttt. ttte B~rwbltH+ ttf ~el+,! -i+te~ 

, 20 ' , -l+ire tftHtt lttwei00ttiti ettttf!bffl-'H-:-

21 
~ ~~ me,de .oo ~~!. means eurnmgs oo 

-,~2 funds deposited as well as earnings oo aeenmu]at-ed mwnings 

23 -1 • --- - .l - , ~- l - ~t. • • 
\.' ... oott gttttts ttttttl't' oo mttt', ttt .seeunt10s. 

24 .~. !l4md! metlils. ~ eapitaJ reserve ffift6: tmthorized 

2~ . DY tttti,, -A-e~ . \ ~ '. I • • • • \ • I 

I 



: : 1, • , , , · ~- 'N onsuhsidized vessel' metffis .any Yes·scl. oot m-
• • 2. • elRoo-a in oo ep&tt~ttg di-flm·ential sa-asidy• efflltffie.t· andef the 

3 ~Ierrha,nt Mftr½He ~ 1936, as ftfflfflldf4h 
.. 

. • •, > .. ·' 

~l_ 'n ' ' • 1 ,J • o • I 1 ' ~ ~ · .rerson me1uues eerperfttttffi:-:- .--:~ ,· •. .-, · • • .4 . -

•. 5' -~ ~eeHs-traetiefl!.· meftfle the substa.Iitial reeonstI,;_e 

6 tiefl.· ffiill major modernization ef a vessel· if·· the 8eerett1ry 

7 • deforrnines thftt the e-bj€'€-tives ef. -this ~~twill 001 ~etoo 

::8.: ey':ffiiefl:·:reeonsti~uetion. '_·. i'•. 1·: r · -~ .. ,. :· '; .:.,:.~· '.;. :·-

9 • .·, ~ ¾ere-tary-: meaHs the.~ ef Conimeree ·ttt 

10 referenee te p~r~ fl:tl(t dttti-es relftt.ing ·te e~4~ fei-: tite 

·, 11 • , • emH3-tmet-i-ett, ~-sttie-H, Hr BOOs-ttttt-tittl f-tleettS-tliwtion ef mer-

12 el-l:ftftt ¥eSSels • tmd meAAS • the Set::retfu-y, • ef tJte ±tttffter, itt 

-13 referenee te. povrn.fi~ ood dt1-ties relfttmg te eetttffi€ts fe.p the 

:14 eonstructieff et fisltifrg vessels. ~ · ' r- : '.-.-', ~: .. • ', • • 

·15 , . ~ '8ubsidized·e1H~¥R:ters! means.peP.36HS-Wtte fift¥e "tttt 

;1_6: operating differential Stt.$idy OOfl-trttet· nndtfr' ·ttte ~a-nt 

18 !!.-flt 'Vessel:. tttt4+tlM tttHttclf propelle<l ve1HRels, ~ 

19 ' • ,l ~ '-1, • 1 +- l • . . . fftH-ttHfHWS, ~ V'f:HtS, ftHtt tttrtt€-f l'CJtltiC(t eqt.ttf)ment. 

20 "(m) !Wa¥-kutlt -vessel! means ft vessel tt.S ffffifietf~ 

21 ~iett &;-Merehmit Sh~~~ 1916.''.'. • 
.:,, 

22 That ( a) subsection .( a) of sec'tion 501.. of the Mei·chdnt 

23 JI{ (I.J·iue Act, 1.986' ( 4(] U.S.C. 1151), .is mnended by sil'il:hi/J 

•24 out. "crmsh'uct·ion. of a new vessel''. ,in the fi1·st seutence rtJid 

25 ·iusrTI i n!J ·in lien thf>reof "couslrur:t-ion, ·1·eeou::.;f 1·ud.iou., 01· 1·<'-

J) 

) 



27 

(r 1 l ·I • • f l" l t • 1 • t " l l • r .com I' wmn,rJ o a vessc, , JV s ruc1,11r1 011. 1> ru,s mu, spcc11l·-

( ) 

,,. 
/ .. 

2 cations calt' in. clause {1) o/ t.lw second 8enl<mce a}l(l 'tU8e1··l-

3 hi.ff iu lien· lher·eof "preli11ii11ary clesi,qn calls'', and hy imwr·l-

4 • -in.rJ frnmccriately bef01·e t:he last sentence the f ollov ing new 

' 5 sentence: "In the case of an an,lication for a construction 

·6' ·differential subsidy to aid in reconsfructin,q or reconditioning 

,7 · a vessel, such aicl 'shall be extended ·'only in exceptional cases 

8 i'and ·after a thorough sttidy >and a formal det'ermination • by 

- 9. \the Secretary that the\vr-oposed ·re.cbnstruction or ·reconditio·n­

· 19 \ • frig" is consistent ·tvith the yiirposes and policies o/ this Act:" 

• 11 :, • 1, • (b) .Subsection' '(b) 
1

of ·such· section is 'amended by 'str·ik-

12 -.ing out ·"Commission" in the first',·sentence and :insert1,ng· in 

13.· lieu thereof "applicantP\:,C,~·--• •• .. • \ ·•.• •. .<' ,· · 

.14·.\ i\·· ( c)' Subsection.' ( c) '· of such ·section is amended to. riad 

I , I 

··16 ·~ • • .... " (c)' The function of.' the Secretary in conne~tion iJith 

1l7i\.'the ·preliminary.'design ·of' any vessel 'for··wkich· applicatio:n 

\ 18· •. for· .corist1·uction. diff er~nt'tal subsidy ·is. made shctll be limiied 

19 ,· to. tlie determination that the 'vessel is· ·generally s-u:ita:ble 

20 '. to rneet the objectives stated ·in· subse.ction '( a) (1) ~ • ancl' 'to 

21 the approval of the general charact~ristics of the -'vessel.'; , 

'22 SEc:·2., ( a) ·subsection' (b/-'cJf secJtion 502 of the ];[ et-

2,3 ·clwnt.lllari1ie .Act~··l936 (46 U.S.C~ 1-.152(b)) is amended 

24, by inserti11rf "(.1}'''\after '~{b)'\.·and by··a1nending the ·/i,;st 

.25 sentenc~ 'to ·read ·a,y follows:· "The amount of flw.1·eduction'··i;i 

I 
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1 .,sellirJ,g price which _is h<'rein termed 'co'[lstruction-dilf erential 

2 subsidy' shall be. computed ,by taking the excess of the fair 

3 and ?"easonablc .e.i,t·imate, as detcrm'ined by the Secre~ary, of 

4 the_. cost of construct~ng a type of vessel in United States 

5 shipyards ( excl'!J,ding the cost of any features incorporated in 

6 the vessel for national defense uses, which, shall be paid by 

,. 7 .. 1 the _SecT'etary_·in addition ·to the subsidy), .over the fair and 

\. 8 ,,. reasonable estimate of the cost, as. _determ.ined by the Secre-

_9 .-tary, of.. th_e constructiorJ, of that type vessel ( excluding na­

~O . tional defense features as above provided) in a forei,qn ship-

11 . . ln,ildin,q .c~nter· which is q,eerrred by ,the Secretm·y to
1 
furnish a 

12 fair a:nd representative _·example of the dete'rmin.atfon .of the 

13 estimated foreign cost of const_ruc#o~.;_of,-ve~sels of the type 

14 \ proposed _to b~ constructed, ·.arid, .,~xpressing ... the result as a 

15 percentage of the fair and reasonable estimate, as· determined 

16 by·the Secretary, of the cost·of ,,.corJ-struction of that type vessel 

17 in United States shipyards, and applying such _percent.age·. to 

•. 18 _.the lowest responsible· bid. Subsidy rates shall be co_mputed 

19 • separately for different types of vessels and shall be pe1·iod'i-

20 <;ally· recornzmtell but not more frequently than once each 

22 (b) Subsecti9n· (b) of ,such section is further amended 

23 by _adding at the _end thereof th~ following '71.ew paragraph: 

24 "(,8) All deterrninat·ion. . of subsidy rates unde·r pa1·a-

25 graph (1) shall be rnade ·on the 1·ecord afte1· opporlunitv fm· 
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1 hearing· in accordance with the rulemaking procedm·es pro-

2 vided in chapter 5 of title 5, United States Code. The . .Secre­

-3 .. tary.shall publish notice in the F.ederal Reg·ister 'of his inten­

.;4 •.. tion to determine such-rat~s and. shipbuilder·s and shipowners, 

• 5 and associations· thereof, may become parties to. the procee'd-

6 ·ings. Any subsidy rate determined-by.the Secr,etary under thi,.s 

-)7. • paragraph ·.shall, be published··in· the Federal. Register. and 

.. ·8· ,··.shall include,··or be.accompanied by,;findings of fact/~,\>. ·. 

', 9 \, ,\• SEC. 3. Section ;504 of th~ .Merchant Marine,-.Act/ .. 1936 

10,·,\·(46 U.S.C.1154) is·amended to read as follows: ··. ··~·r1• 1 -

·ll i ,\! • "SEC .. 504.-· ( a). After the ,approval ·of the,.'plans and 

12 • specifications· of-'·a vessel ·-·under se·ctioni 501 (b) , and ,the ap-

13 proval of the application for subsidy by the Secreta'ry, the 

14 (applicant ·may\'elect to·';·contr-act directly1tvith' a shipyard for 

'J.5,., the construction, 'w•econstruction," or'-.re'coriditioning of ·the 'vessel 

16 concerned. The applicant may enter into a contract (he11.eaf ter 

171 • .. ref erred • to in . this • section as the 'construction 'contract') for 

1-8, .~ such vessel with' a shipy·ai~d after -obtaining competitive· -bids; 

19 .. 'except that regardle'ss'.of which bid.,the··.cordractor' .. accepts, the 

20 · ,Secrclar·y .~hall pay cdn~~t·hwt·ion~dritcTent'ial, snb.~·idy • nr1,hw 

•21 • section 502 (b). 011,· the ·basis of the low~st responsib"le bid :which 

22 • the contractor receives. The conl;truction contr'act shall 'be exe:.. 

~? . ·cuted bJi the shipyard and the applicant: Th,/Secretary· 8hall 

2~ .\ obl-i.!Jate the United State.~•by a separrite confrrict -with 1the ship-

25·.•. yard to pay' directly, to tlw· 'shipyard ·,tlw··cost\ o(the'. national 

I 
j 

' i ' 

I 



- ·,3}\1.,·\ .... -. 1' "-(b) ,,1Th.e·B~cretaty may./not1·ente1'\iii1,o .. a_ny -contrraot wJi­

_,,.4 1,,,den\·s.tib'sect-ion •'(iiPU?liich.,obligates.\-the. Un.ited. States.,,to pay 

-\51 •. • ·constritction-diffier:ential ·,·.·subsidy\, unless.-, -.such· contract-: con-

-/.6. ' • tains $1fCh provisiOr(~ \ as\ -.are·\ rwovided \ in .. ,this #tle to., zirote'ct 

\) 'J. \' ther.iri,t.e/r.est;s-.of-tlie United 'St.ates'.' A vessel\ cons.tr:u,ot~d,. )rrcon-

"i..\9\',\m,ented-iunder. 'the .law's of.\'the.: United :.State,'f··.as,provided ifn 

10 section 503)NQ .contract or1·6ther •a1vrangemen.t made. puisuant 

IJ.l,, to., thjs ,'sectj,on ,, ,shal~ \ restrict : the~ l(lwful ·,o.r. .prop'i:rr use b1" 

-1?\ •o'per.atio~ of '.the. vess·el, ,,except, td. the ext.ent. expr.e.ssly", re.quired 

-14\ \1·,' I ,
1,.$EC.1,4~\ Para:r1ra1jh 1-·,Of\seetio.n 51Vi(a:) ,\or t.lie1j{.e7whwr/t 

15~.,)"Mar.irie ,{tct,,1936 .-(46 U.8:0-. '116.0{ia)),. '.is\amended -t.o. reaR 

18:\,\each·, ·of, .whi~~.-,(_A.p is-1 ot \ not. \le_s~.1\than,,o.ne \thousand,. th1,.e'e 

-19. -hundred ,,'and. fifty. i\[Jr6s's .-tons; ·;(,B )-,\'has'.·. been .\ow.7!ed by': 'a 

-20, ., citfze·n,'or. citiZ.(11,S of the, Un#edi State;s4or·1 at leq~.t thr.ee'-·yea-,~s 

21 ::-iminediately-prior -.to\ ,the date,: of ··acquisiti[!n\ ·hereunder.,· ana 

.22 I (0) -slwuld,.,in .the -judgment/,of .the' Secretary, 1-be .rezJlaced 

·,23 .. t, i1~Jhe1-p'll;bl-ic'\in_t.<:r•.e,'it'>~' e_:ccept ·that • 1,1,ntil _·J,un.e'.3p; ·J[)7 4, Uie 

.24-,\;, ter:m.·.·'·obsoletr3, pess15f , m<:ans ~·.' ve$.$c:l-.o'r. :ves8'els. \each-. (!t' wlti'ch 

25,, ,;,me~ts .. \(he \ req.ufr:cments, _i7:~ •,V;,llt'l)\scs., (A)-,,\ (JJ)_-,,, f!,nd r_(.GJ. a1fr1 
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,.3-/, \1 ,., ·,1\\SEa.1\5. (a) Subsectrio.n-·{a/ .of s·ectio'n 5_;L1t,of\ the M<fr-

4 chant lvla1'ine Act, L936 (46)\U-.8'.,Q.·~, 110-1).i•,is,\anJ,ended 1to 

-·.8, W' \ '1P\\. 1'\\(.1/1 anyi·vessel ,other t{ta1i a,\fishing·,.ves.se~ whichris 

•. ,9.,;.\\l_) 1·{Af. documented ~rJ,agreed. · .. witli-\the.-,Sec1"etri,i·jf\'dO 'be 

10 documented under the laws. ·of.nthe, \United .. \States{' ( B 9 
J'l \,·\\\\\()1consi'ructed1 ,·ini.\·the l)nite.d \8tates'1\·after>" D'ecernber 31i, 

-1.21() ·i \'\\\ 1939,\\or: .. (he·· cons.tr/uction \,of( 'tiJhich·. ·has,;·been \financea 

l~l •,,., •. ,)\ under title,·,,Vi or, '·Vfl \Of.·thii A_ct, as\'amende'd,-.or, tl~e cori­

~~t ,.,.:, >,\\\'-·sttuctiow of l':ivhich 1!,ClS been aided bJJ .a rn'ottgage1 j1.isurea 

ir,,\,,,\,·.,·~,\·under.·\titfo \X[\·'()f ithis\\,Act ,as,\amm~ded;.-'a,nd•,I (i C )\ eitliet 

i9 \y n '\' ,\is1 ,( i) I orsubh {ype,. -size, -and ·~peed 'as, the1Becretar.fp shall 

17 determine to be suitable for use on the·.high.1s~a's or.J'Jredt 

J~ \v}\\\\',l.iakes in ,c'Ofnr.ying-:ouMne1/nlrp.oses,iof ,tliis.,,'Aeh 'but not 'of 

i~ \·\ \'11\ less ,.thaw)·two:·r.thpusartd \ gioss, ~tons "OT•'.'Ot•.·less\-.speed1 thah 

~p·,·n r~. \wtwelve. \·klr,ots,\ unless Hhe ,Seo:retary.\ s,hall' de(~.i~rnine, aha 

~1·1\1\1\'" certify'iri.·each1case)'t'ha/ :a,·vessel1'of !a.·specified, lesser ton'­

~-~"\\ ,\· \'~ita,rJe ·or.1speod \i-s·:de.sfrablf.,'{or-,·use·,by;,the \lf}nitcd\ ·s{(J,tes ~·n 
-~Bl\\ i ')\ l ') 1ca'.~o 'of. \11~)0,1\',, or \'-hatirmtl1' ·cm:<yrr)enc;I},\ I ;m~:. ('ii )',-.1erj11sltwcif-<l 

W=':-1\ ·)1\\ to\repla<le a·.ve_'jJsel,or.·.1)e_:(Jsell\.i;;. reqwisiitione<~ ,m JJ?.tr.chascd by 

25 the U nitecl States; and 

: i 
' ' 

I, 

I I 
l 

I I . 
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. \" ( 2) . any vessel which is a· 'fishing vessel' within the 

meaning of such term as defined in . ·the United States 

~ • ·1,·
1 Fishing [!'leet Improvement Act and ·the regulations 

,4· promulgated thereunder." 

5 (b) Subsection (b) of such section is amended by strik-

. •• 6 · ing . out ,Hreceipts," and inserting in lieu thereof "receipts 

7 (hereafter ref erred to in this section as 'receipts')/'. ·. 

,,'..8 .i.- : ., ( c) Subsection .( d) of such section. is amended by in-

,9 serting immediately ·after ~~which represents" the, following: 

:t.O ·, "earnings, receipts, or". . 

11 •. · •. · ( d) Subsection ( e) ( 1) of such section is . amended to 

12 ,-read as follows: "(1) .. if earnings, receipts,-the net proceeds 

~3 · of. a sale, . .or the net indemnity in · respect of- a. loss are 

14 . • deposited. in more than one deposit, the amount consisting 

15. • of profits .from operations of the vessel and services incidental 

16 • .thereto, other net receipts, or the gai.n shall be. considered as 

17 first deposited;" .. 

18 • ( e) Subsection .( e) ( 3) of such section is . amended to 

19 read as follows: · ".( 3) if any ,deposit consists in part of 

20 earnings, receipts, or gain ·not recognized .under subsection 

21 ( c), any expenditure, obligatfon, or withdr(lwal applied 

22 against such deposit shall be -considered to consist of earnings; 

23 receipts, or gain in the propo'rtion that the part of the deposit 

24 consiBting of earnings, receipts, -or gain bears .to the total 

25 amount of the deposi,t." 
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1 ( f) Subsection ( g) of such section is amended by striking 

2 • out the period. at , the end of 'paragraph ( 2) and inserting 

;3.·. • in lieu thereof '\· and",' and by adding· at ·the. end 'thereof the 

4 fallowing new parag1~aph: 

5 ' • " ( 3) with respect to deposits mad~-from earnings from 

6 • the· operation of. ·the•-new vessel after its delivery, for the 

7 orderly replacement of . such v·essel within such period and 

8 undei~ such terms and-conditions as" the Secretary shall pre-

10, ,: ( g) Subsection (i) of such.section is arriended by ·striking 

11, out "Any such" in the first sentence and inserting·-·in, lieu 

12 thereof "Except for earnings and receipts; any·. o~~er" , .. and 

13 by adding at the end thereof the following new. sen~ence :· 

14 "Earnings and receipts shall _be taxable ·as· if earned duri1i,g 

15. , the year of withdrawal from such fund."-·, • • ·•·· ;•:.~_\ 

16. • -,·. • (h) Subsection· ( j) of such section ui amended by1striking 

17 '. out "deposited gain'r,.-irp the proviso and ·\inserting·",in--.lieu-

18 thereof ."deposit"·. • -'· '" ' • • 1 ·, _'_-: • '" 

19 .. ·1. • (i) The. amendments made· by subsections (b). tlirough 

20· • (h) of. this section shall apply only with respect ·to earningi 

21 and· receipts deposited in construction_ •reserve funds under' 
1 

22 ·,section 511 of the Merchant· Marine ··Act;'-1936, during· 

23 • taxable years beginning after the date of the enactment of this· 

24 '. Act .. · . . . •r·,.. ,•.- . ,· .• •• ... ··\ ·. °''. • .. · , .'• • -~ 

: . 



'! 
. I 

I 
, I 

1' 
I 

l 

\'l\ ~-;-,, ·\°1?. 16-E@,\6~)'.(a/·."1 TJte,seeond.pq,ragiri,plb',of ,section'l(j07 (b) of 

~\\\·tli-0,.'Menchaftti Ma,rin~l'A.ct, /1936, (46 ·u.s~C.;•,:J.177(b)) ~ 

·,~\ ·,µm·ertded., by1\t.striking.)iout ... /'0r,' (3Ft•, and\insei\ting·,.· in\ lieu 

4 thereof "(3) for- the pw··chase. ('Jf\ ba.rgeS\\01'1 for\tlie 1payrnent 

/t, ,. \
0'0f,-'(he •,p.r~incipal\ of; 1any -,r1.91,deqt'edn'es's ,in,eurr~d-f OT-iSUCh barges, 

6 • (,4) " • ' \,,,..d b • •• , , • '' b ' ~' f • . '' , , • " ·_1 ,\ art\ . q1 an -J' y\ in.serting,·, or..).~ arges\'·' a tert1,'\ cqntainers· 

·.8,1\ \\ ,,\(b)-,\The··.s'econd,··paragr'uph, ofli·such·,s'ection-. is,· further 

9 amended by adding at the end thereof the followiing1·,,.new 

:tp, \ Mente.n,,ce~·)\ WJ}he, term~ \fbarges\ as ,:µ)~ed~ ,her.ein •. 1irl~fades only 

:Ll;·\\ those_,-barrges desig~ed )·and ·co.nstru'cted for· carriage 'aboard 

~~\\I oceangoing. 1 iVeSS(!lS' ~as\ 1 an r-i_~itegrated\ \-~hiv,· 1·cai'go'-: ,harldling 

,~, ·, : \ '\ SEO~ \ 7\'\ The ,'Becreta·r•i \of :-Gorrj,rnerrce, ·is, autli01~iie'd· arid 

15 directed to undeHalce • 'a ,\full ·,aruJ.1 bompl'et-e, \iniJ~stigation 'i mid 

~<t1·,\st'it:dy_ I of 1\(1,)., .the ·,e,f!'ectfoen:es.~ 10{\the. ·'ope11i'rtti:hiJ-di/ferenli£1' 

l7,·\ \ ~ubs~~l;,j\ ywo:hi~·i·muJ of,-tillo 'f,{J\ of, tke.\ ]f~rt:hfirJ1,t• ~fa'i"t'lle Aet~ 

18 1!)36', in Z,i,!Jl,t of llw cu/rreut needs riiiit-.i objectfocs. of. tliJ 

1~, \\ 1 U.hited .. 1States· imlwchafit m·ar.in<),,, ana , ( ~.) witys \and mean~-

2Q ,,·•.ofi ,r~evUal✓iz'ing. plissenger· .. t1'-affia 'on,'·Uniled,,Btates-:-fidg\ 'shiz/s 

21 \,, including investigations· ·Of'. 1 passengef-, ·,·service\ promotion, de~: 

2~. ·\ ,velopment of . the }rieiglit-passengef ship concept, moder·nized 

2.~.\ • terminal ,facilities;, chan!J'eS -.in,i -subsidy ... requirenierits -neces:..-

24 sary to encourage such vassenver traffic, and anjJ\ !oild/r· 

25 matters relevant thereto. The Secretary may secure directly 
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1 f'1·01n any departuient or .aaency of the United States such 

2 information ancl techn:ical as::;istance as may be necessary 

3 to enable hirn to carry out this section. The Secrelar,11 ~hall 

4 1·eport the rm,ults of such irwest·igat-ions and stud·ies to Con-

5 gress not later than one year after the date of the enactment 

6 of this Act and shall include in such report Ji-i,s 1·ecommenda-

7 tions for i1nvrovcments which should be made in the oper-

8 ating-diff ~1~entia{_ subsidy~-and vasseng~[ sm~v~ces programs. 
I •• • 
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1 from any department or ,agency of the United States such 

2 information and technical assistance as may be necessary 

3 to enable him to carry out this section. The Secreta'l'.lf :,hall 

4 1·epo·rt the results of such investigat-ions and studies to Con-

5 ur·ess uot later than one yem· after the dale of the enacluwul 

6 of this Act and shall include in such 'report his 1·ecommenda-

7 tions for impmvcments which should be made in the oper-
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[COMMITTEE PRINT] 
JUNE 25, 1968 

Union Calendar No. 
- 90TH CONGRESS 

2D SESSION 

;:: 
[Report No. 1 

AB LL 
To amend the Merchant Marine Act, 1936, and 

other statutes to provide a new maritime 
program. 

By l\Ir. GAHMATZ, Mrs. SULLIVAN, Mr. CLARK, Mr. ASH­
LEY, Mr. DINGELL, l\Ir. DOWNING, Mr. BYBNE of 
Pennsylvania, l\fr. ROGERS of Florida, l\Ir. STUBBLE­
FIELD, l\Ir. :MURPHY of New York, Mr. Dow, Mr. 
KARTH, l\Ir. HATHAWAY, Mr. JONES of North Caro­
lina, l\Ir. HELSTOSKI, Mr. FALLON, and Mr. FRIEDEL 

NOVEMBER 9, 1967 
. Referred to the Committee on Merchant Marine and 

Fisheries 

.-

;:... 

JUNE ,1968 
Reported with an amendment, committed to the Com­

mittee of the Whole House on the State of the 
Union, and ordered to be printed 
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Ju1e 26, 1968 

GUi'il-J:Z\l~~·c < -C-' !-l. •. J.39t! 
AS-PRO:u·osj; b ... ,~•o BZ A: iEi-lli~::-o 

Pu~pos of the Bill 

The purpose of this bill is o amend certain provisio~s of 

the Merchant i··1arine Act, 1936, as an nded, with the view to 

modernizing such provisions and thereby providing incentives for 

·1.129rading the American Merchan Marine. The bill would also 

authorize and direct the Secretary of Commerce to make studiE:s of 

.(~) the effectiveness of the operating-differential subsidy 

f..'.:-ovisions of the ]936 Act, :: d (2) ways and means of revita;.iz.5.ng 

passenger traffic on United States-flag ships. 

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 

suggestions made by all segments of the maritime indust~y, both 

labor and management. A number of inportant provisions in the 

original bill and suggestions made by witnesses were conside~ed. 

operations of all Government programs and the national ecc,norny . --- . .~ ... --···-. -· ... . • ... .,._ -- . •• ... -~ - --· ----- -·-·-· ·--- --·-·-

generally, it was felt that recommendations for legislation in 

the remainder of this session should be limited to those itsrns 

which _wou._ld _.have .the least. ,financial-impact on the Gove!.·nr:tent 

under current conditions and yet would result in constr~ctive 

steps toward correcting existing deficie cies in the merchant 

rr.-?lJ~ine. Accordingly, it was felt that while there are a nu.1-rfr-er 

of a~eas in which action is desirable it would be best to defer 

their consideration at this time. 



u 

-2-

WHAT TEE BILL DOES 

SECTIOi.~S 1, 2 AND 3: CO!J°E?l'RUCTION-DIFFERENTIAL SU3SIDY. 

Sections 1, 2 and 3 of the proposed bill amend cert~in 

provisions of Title V of the Merchant Matine Act, 1936 pertai~ing 

t.0 the determination of the construction-differential subsidy 

system to aid in the construction, reconstruction and reco~dition­

ing of vessels in order to enable American operators to proc~re 

ships built in American shipy~rds at prices which would place 

them on a parity with their ·foreign competitors. 

Among other things, existing law requires an applicant f0r 

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 specifications to the Secretary cf 

Commerce for review and approval. It also provides that the 
( .. 

Secretary shall submit the plans and specifications for a 

propos:ed vessel to the Navy Department for examination and 

suggestions for such changes as may be deemed necessary or 
I 

proper in order that such vessel shall be suitable for economi-; 

cal and speedy conversion ·nto a naval or military auxiliary 

and otherwise suitable for the use of the United States Goven1-

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 ap~~oval of a preliminary design calling.for a new veszel 

which will meet the requirements of the foreign commerce of the/ 

. I 



United States, will aid in the promotion and development of 

s~1ch commerce, and be suitable for use by the U!1i ted States fo.r 

n~tional defense or military pcrposes in time of war or naticnQl 

em0zgency. Thus, as stated in subsection SOl(c) as herGby 

arn0nded, 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 me~~t 

the objectives above stated and to the approval of the general 

characteristics of the vessel. 

The bill as hereby amended would nevertheless rcq~ire 

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 

prccedures, save time and money fo~ both the vessel operator 

and the Government through reducing the Government 1 s involve­

ment in the details of the plans and specifications, and yet 

effectively accomplish the purposes of existing law with rega~a 

to both the commercial and naval or military utility of the 

V9ssel. 

SECTION 2. 

Existing law {section 5O2(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 

prcposed vessel (excluding t~e cost of national defense fe~tures) 

cv~r the fair and reasonable estimate of cost of building SiJCh 

vessel under similar plans and specifications in a representative 

f~xnign shipbuilding center. 
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.. :,~ 1iffcrcntial is stated in terms of u percentage of 

P~.~ric~n construction cost of the vessel. The pro~osed 

L~ll would amend existing law by providing for the determination 

cf the construction-differential subsidy on the basis of ,!VP~~ 

of vessels rather than individual vessels. It further provid~·"!S 

that subsidy rates shall be computed separately for differe:1t 

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 reco~d 
'-·--~·-·-·----- _.,. __ ,,.._, ___ &.""'--,..---~--

after opportunity for hearing in accordance with the rule-making 
._,,_._------ _, ... ·~~ .... - ... _,,... .. . .. .... . -•·' _,.._ ., .. ---

procedures provided in the Administrative Procedures Act, with 

published notice in the Federal Register and authorization for 

shipbuilders, shipowners and associations thereof to become 

parties to the procedure provisions submitted for publication 

in the Federal-Register of any subsidy rate determined by the 

Secretary with accompanying findings of fact 

SEC'f I.CN 3. 

Under existing law the construction·--dif£e1:ential s1.1bsicly 

is handled by way of a three-way contract procedure between the 

Secretary of Commerce, the operator and the shipyard, with the 

Sec~etary being responsible for advertising for and receiving 

bids from shipyards for construction of a proposed vessal. 

. i 
i I 

I 
! 
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propo
1

sted bit· ~l retainds thibs proh~ihsionf of lthawe but als~ I 
~ an a erna ive proce ure y w ic a ter appropriat~· 

~~~roval· of the applicant by the Secretary, the a?plicant 

may elect to contract directly with the shipyard for the 

construction, reconstruction or reconditioning of a vessel 

after obtaining competitive bids. The construction-differe~tial, 

subsidy would be paid on the basis of the lowest responsible 

bid which the contractor receives. The ship construction contr~.~t 

would be between the shipyard and the applicant. By separate 

contract with the shipyard, the Secretary would obligate 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 vessel which is, arnong other 

things, not less than 17 years old, may be traded in to the 

Government in exchange for an allowance of credit toward the 

construction of a new vessel, if in the judgment of the Sec~e­

tary the old vessel is considered to be obsolete or inadequat~ 

for successful operation in the domestic or foreign trad~ of 

the United States. The proposed bill would amend the exist~ng 

law so that a vessel may, withou_:!:_)?.eg_arsi _i:;.Q.,_~ ts age, be 
"--- • ~ _,..., ---- ,._ ~- ,,,_ ........ - .,. ,, ... 1 ...... ·~-"""-·-

tr. a~ ed in, i~ in the judgem~_X?-t ... 9.f ___ th~ _Se~ret,a~y __ it .. ~hould be 

replaced in the public interest, except that until June 30, 197~ 
------- -..----- .. ---- ......... -
no vessel may be deemed obsolete and eligible for trade in 

it is at least 12 years old. 

I 
unless 

I 

rr.• • .. 
~ 

.. ~·. . •• . ' . . . 

I I 
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SECTION 5: T.AX-DEFERRED CONSTRUCrrION RESERVE FUNDS FOR 
NONSUI3SIDIZED OP::3RA'l'ORS. 

This section would amend section 511 of the 1936 Act so 

as 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 

receipts in the form of interest or otherwise with respect to 

amounts previously deposited. 

Section 511 was enacted in 1939 for the purpose of prcmoting 

the construction, reconstruction, reconditioning or acquisiticn 

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 to the equivale~t 

of gains from sales of vessels and indemnities from loss of 

vessels. Earnings may be deposited in such funds but do not 

rGceive the benefit of tax deferment. 

The amendments proposed in this section would create 

comparable authority to nonsubsidized operators to that presently 

available to subsidized operators under Title VI of the Merchant 

t'l~rine Act, 1936 . 

. There is wholehearted endorsement by all segments of th~ 

:r.u.ri time industry, including the fisherie3 and operators of 

ve3~~ls on the Great Lakes, to the ~~ndments proposed by this 

section. One leading operator of nonsubsidized vessels 

testified thnt if the concept embodied in this s2ction b~comes 

J.aw, he will irnm~diately enter into contracts with 1-'.meric~m 

shipyards for the construction of 20 new vessels, for a total 

of ~p~~oximately $300 million. 
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~11 witnesses testifying on this concept reco~mended tha~ 

C1e nonsubsidized operato;:-s have available to them the same 

p·~j_vileges with regard to tax-deferred construction reserve 

funds as subsidized operators have. The tax-deferred stat~3 

of moneys deposited in such reserve funds would be available cnly 

·: ,-:' ~-~~ ~ \-.-xtent that tl1ey are u ed for the construction or 

acquisition of new vessels, or reconstruction or reconditioning 

of vessels. 

The basic change in existing law is to grant tax-deferred 

Etatus to earnings as well as the existing provisions relat~ng 

to c&pital gains on sales of vessels and indemnities in 

connection with lost vessels. 

SECrrION 6. PURCHASE OF BARGES . FROM RESERVE FUNDS BY SUBSIDIZED 
OPERATORS. 

Existing law authorizes the payment from the Capital 

Reserve Fund of a subsidized operate, subject to consent and 

o.pproval of the Secretary, amounts required for the purchase 

of cargo containers. 

In view of the recent design development of the LASH and 

SEABEE vessel concepts involving the use of barges in a manner 

similar to the use of containers in containership vessels, this 

arr,endment would simply provide similar authority for the use 

of moneys from the Reserve Fund for the purchase of barges. 

The new section limits the term "barges 11 to include only 

those barges designed and constructed for carriage aboard 

•~ccar.soing vessels as an integrated ship cargo handling syste.'1t. 

! ' 
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SECTION 7: AUTHORIZATION OF STUDIES 

This section would authorize and direct the Secretary of 

c.--;~m,erce to undertake full and complete investigations and 

studies of (1) the effectiveness of the operating-differenti~l 

subsidy provisions of Title VI of the :1erchant Marine Act, 1936, 

in light of the current needs and obj~ctives of the United 

States Merchant Marine, and (2) ways and means of revitalizing 

passenger traffic on United States-flag ships including 

investigations of passenger service promotion, development of 

the freight-passenger ship concept, modernized terminal 

facilities, changes in subsidy requirements necessary to e~'"lcou:i: ~1ge 

such passenger traffic, and any other matters relevant thereto. 



90TII CONGRESS H R 13941 lsrr SESSION 

• • 

IN THE HOUST~ OF REPRESENTATIVES 

NOVEMBER 9, 1967 

lVIr. I..iRNNON introduced the following bill; which was referred to the Com­
mittee on Merchant Marine and Fisheries 

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 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.S.0. 1119 (b)), is amended by inserting before the period 

5 at the end thereof a colon and the following: "Provided, 

6 however, That, for the fiscal year 1969, there is authorized to 

7 be appropriated ( 1) for construction-differential subsidy and 

8 the cost of national defense features incident to construction, 

9 reconstruction, or reconditioning of ships for operation in for-

10 eign or noncontiguous domestic commerce, and for the 

11 acquisition of used ships pursuant to section 510 of this Act, 

I 
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1 $300,000,000, to remain available until expended; and ( 2) 

2 for research and development_, $25,000,000, to remain avail-

3 able until expended. ]for fiscal year 1969, there is also 

4 authorized to be appropriated for reconstruction of the reserve 

5 fleet, $30,000,000, to remain available until expended." 

6 SEC. 2. Section 211 of the Merchant Marine Act, 1936 

7 ( 46 U.S.O. 1121), is amended as follows: 

8 ( 1 ) Subsection ( b) is amended by inserting at the end 

9 thereof, immediately before the semicolon, a comma and the 

10 words "or which should be employed as contract carriers". 

11 ( 2) Subsection ( d) is amended by inserting after the 

12 words ''services, routes, and lines" a comma and the words 

13 ''or as contract carriers" and a comma, and by inserting after 

14 the words "service, route, or line" a comma and the words 

15 "or contract earrier". 

16 

17 

18 

SEC. 3. Section 501 of the Merchant Marine Act, 1936 

( 46 U.S.O. 1151), is amended as follows: 

( 1) By striking the first sentence of subsection (a) and 

19 inserting in lieu thereof the following: "Any privately owned 

20 shipyard or proposed shipowner who is a citizen of the 

21 United States may make application to the Secretary of 

22 Commerce for a constmction-differential subsidy to aid in the 

23 construction of a new vessel to be documented under the laws 

24 of the United States and to be used in the foreign commerce 

25 of the United States." 

( 

3 

1 ( 2) By striking out of the second sentence of subsection 

2 (a) the words ''the applicant" and inserting in lieu thereof 

3 the words ''the proposed owner of the vessel is a citizen of 

4 the United States and". 

5 SEC. 4. Section 502 (a) of the Merchant Marine Act, 

6 1936 (46 U.S.O. 1152 (a)), is amended by striking the 

7 word "applicant" wherever it appears and inserting in lieu 

8 thereof the ,vords "proposed shipowner". 

9 SEC. 5. Section 502 (b) of the Merchant Marine Act, 

10 1936 (46 U.S.O. 1152(b)), is amended as follows: 

11 ( 1 ) By striking the first sentence and inserting in lieu 

12 thereof the following: "The amount of the reduction in sell-

13 ing price which is herein termed 'construction-differential 

14 subsidy' shall be computed by taking the excess of the fair 

15 and reasonable estimate, as determined by the Secretary, of 

16 the cost of constructing a type of vessel in United States ship-

17 yards ( excluding the cost of 'any features incorporated in the 

18 vessel for national defense uses, which shall be paid by the 

19 Secretary in addition to the subsidy) , over the fair and rea-

20 sonable estimate of cost, as determined by the Secretary, of 

21 the construction of that type vessel ( excluding nationa.l de-

22 fense features as above provided) in a foreign shipbuilrung 

23 center which is deemed by the Secretary to furnish a fair and 

24 representative example of the determination of the estimated 

25 foreign cost of construction of vessels of the type proposed to 
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1 be constructed, and expressing the result as a percentage of 

2 the fair and reasonable estimate, as determined by the Secre-

3 tary, of the cost of construction of that type vessel in United 

4 States shipyards, and applying such percentage to the lowest 

5 responsible bid. Subsidy rates shall be computed separately 

6 for different types of vessels and shall be periodically recom-

7 puted but not more frequently than once each ye'ar. In 

8 making his foreign cost estimate, the Secretary shall review 

9 and consider any foreign cost estimates and substantiating 

10 infonnation submitted by operators, shipyards, or his staff." 

11 (2) By striking the date "June 30, 1968" and inserting 

12 in lieu thereof the words ''the expiration of three years from 

13 the date of enactment of this amendment". 

14 SEC. 6. Section 504 of the Merchant Marine Act, 1936 

15 ( 46 U.S.C. 1154), is amended as follows: 

16 ( 1 ) By inserting the designation " (a) " after the sec-

17 tion number. 

18 ( 2) By striking the ,vorcl "applicant" wherever it 

19 appears in the first sentence and inserting in lieu thereof the 

20 words "proposed shipowner". 

21 ( 3) By striking in the second sentence thereof the 

22 word "bid" wherever it appears and inserting in lieu thereof 

23 the words "bid or negotiated price". 

24 ( 4) By inserting at the encl of the third sentence 

( 
5 

1 thereof hefore the period a comma and the words "or the 

2 negotiated price". 

3 ( 5) By inserting after the fir t sentence thereof the 

4 following new sentence: "Alternatively, the Secretary may, 

5 in accordance with terms and conditions to be prescribed by 

6 him, permit the proposed shipowner to submit a negotiated 

7 price, together with backup cost details and evidence that the 

8 price is fair and reasonable." 

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

10 follows: 

11 "(b) Where a shipyard is the applicant, it may, in 

12 accordance with terms and conditions prescribed by the Sec-

13 retary, request construction-differential subsidy based upon 

14 a price which has been negotiated with the proposed ship-

15 owner. If the Secretary considers the negotiated price ito be 

16 fair and reasonable, he may become a party to a contract 

17 between the shipyard and the shipowner and agree to pay 

18 the cost of national defen e features and construction-differ-

19 ential subsidy computed under ection 502 (b) of this Act. 

20 If the Secretary determines that the negotiated price is not 

21 fajr and reasonable, he may request renegotia6on in an effort 

22 to arrive at a fair and reasonalJle price. As an altrmative 

23 to accepting a negotiated price, the Secretary may, with the 

24 consent of the shipyard applicant, request competitive bids 
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1 on the proposal, in which case, the applicant shipyard may 

2 be a bidder. In this event, the Secretary may become a 

3 party to a contract between the lowest competitive bidder 

4 and the proposed shipowner. 

5 SEC. 7. Subsection ( 1) of section 510 (a) of the Mer-

6 chant Marine Act, 1936 (46 U.S.O. 1160 (a)), is amended 

7 to read as follows : 

8 " ( 1) The term 'obsolete vessel' means a vessel or ves-

9 sels each of ,vhich is of not less than one thousand three 

10 hundred and fifty gross tons; whicl1 has been owned by a 

11 citizen or citizens of the United States for at least three years 

12 immediately prior to the date of acquisition hereunder; and 

13 which in the judgment of the Secretary should be replaced 

14 in the public interest." 

15 SEC. 8. Section 801 of the Merchant Marine Act, 1936 

16 ( 46 U.S.O 1211), is amended by striking ''titles VI or 

17 VII" and inserting in lieu thereof "titles VI, VII, or 

18 XIII". 

19 

20 

SEC. 9. Section 804 of the Merchant Marine Act, 1936 

( 4G U.S.O. 1222), is amended by striking the words "oper-

21 ating-differcntinI subsidy under title VI" and inserting in 

22 lien thereof the words "operating subsidy under titles VI or 

23 XIII''. 

( 
1 

2 

3 

7 

SEC. 10. Section 805 of the l\ferchant Marine Act, 1936 

( 46 U.S.O. 1223), is amended as follows: 

( 1) Subsection (a) is amended by inserting after the 

4 words "title VI" the words "or title XIII". 

5 

6 

( 2) Subsection ( c) is repealed. 

( 3) Subsection ( d) is amended by inserting ''under 

7 titles VI or XIII of this Act'' following the word "contrac-

8 " • h l tor m t e ast sentence. 

9 SEC. 11. Oontractors with the United States are released 

10 from the provisions of their contracts which were inserted 

11 pursuant to the provisions of section 805 ( c) of the Merchant 

12 Marine Act, 1936 ( 46 U.S.O. 12·2·3 ( c) ) . 

13 

14 

SEC. 12. Section 810 of the Merchant Marine Act, 1936 

( 46 U.S.O. 1227) , is amended by striking the words "oper-

15 ating-differential" and inserting in lieu thereof the word 

16 ''operating", and by striking the words "title VI" and in-

17 serting in lieu thereof the words "titles VI or XIII". 

18 

19 

SEC. 13. Section 905 of the Merchant Marine Act, 1936 

( 46 U .S.O. 1244 ( c) ) , is amended as follows: By striking 

20 in subsection ( c) the words "under title VI" and inserting 

21 in lieu thereof the words "under titles VI or XVIII". 

22 SEC. 14. 'rlie Merchant :Marine Act, 1936, is amended 

23 by inserting a new title X to read as follows: 
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1 "TITLE X-AID IN DEVELOPING, CONSTRUCTING, 

2 AND OPERATING PRIVATELY o,vNED NU-

3 

4 

CLEAR-PO,VERED MERCHANT SHIPS 

"SEO. 1001. The purpose of this title is to further im-

5 plement the policy declared in section 101 of this Act, by 

6 fostering at the least cost to the United States the develop-

7 ment, construction, and operation of privately owned nu-

8 clear-po-\Yered merchant ships whose designs embody sig-

9 nificant departures from the designs of existing nuclear-

10 powered merchant ships which may lead to reduction of the 

11 co t of constructing and operating future nuclear-powered 

12 merchant ships. 

13 "SEO. 1002. The Secretary of Commerce is authorized 

14 to invite from citizens of the United States proposals for the 

15 development and construction of nuclear-povvered merchant 

16 ships for operation in the domestic or foreign commerce of 

17 the United States, including trade on the Great Lakes. Pro-

18 posals shall be invited only for the development and constnic-

19 tion of nuclear-powered merchant ship ( 1) of types and 

20 general .specifications ( whether dry cargo, liquid bulk car-

21 ner, or other) determined by the Secretary of Commerce, 

22 and ( 2) with nuclear propnl~ion sy~tems of general types 

23 and conceptual designs which the Atomic Energy Commi -

24 sion has determined could reasonably be expected to accom-

25 • b" • phsh nuclear power base development program o Jectrves 

( 
9 

1 more quickly, more effectively, or at lower cost than other 

2 nuclear propulsion systems ( these would include, without 

3 limitation, objectives of dependability, reliability, operability, 

4 and the acquisition of data that would be of val'ue to the 

5 future development of merchant marine nuclear propulsion 

6 systems) . Each proposal shall include a detailed description 

7 of the proposed ship or ships; their contemplated use in com-

8 merce; the proposed development, construction, and operating 

9 programs; the technical justification and detailed estimate of 

10 development, construction, and operating costs; the amount of 

ll aid applied for itemized separately for the development, con-

12 struction, and operating programs; and such other information 

13 as the Secretary directs. 

14 "SEO. 1003. The Secretary, m cooperation with the 

15 Atomic Energy Commission, shall evaluate all proposals 

16 determined to be responsive to the invitation and shall 

17 select from them the proposal or proposals which will most 

18 closely carry out the purposes of this title. If the Secretary 

19 determines that the person who submitted a selected pro-

20 posal, although such person may have had no experience in 

21 the operation of nuclear-powered ships, possesses the ability, 

22 experience, financial resources, and other qualifications nec-

23 essary to enable him to operate and maintain ships in that 

24 area of the domestic or foreign commerce of the United 

R.R. 13941-2 
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1 States ( including trade on the Great Lakes) in which he 

2 proposes to operate the proposed ship or ships, the Secretary 

3 may negotiate the award of a contract with such person 

4 (hereafter called the appljcant) for the development and 

5 construction of the proposed ship or ships. The Secretary 

6 may requjre such modifications jn the proposed ship or ships 

7 as he deems desirable, taking into account the vjews of the 

8 Atomic Energy Commission with respect to modifications 

9 of the nnclear propulsion system, and the views of the Sec-

10 retary of Defense with respect to national defense features. 

11 The Secretary may agree to provide so much of the aid 

12 authorized by section 1004 of this title as he determines is 

13 necessary to carry out the purposes of this title, taking into 

14 consideration the financial risk to the applicant, and the 

15 contribution which the development, construction, and op-

16 eration of the proposed ship or ships may make toward 

17 carrying out the purposes of this-title. 

18 "SEC. 1004. (a) ( 1) In connection with the devclop-

19 ment and construction of vessels proposed and selected pur-

20 suant to section 1003, the Secretary may offer the following 

21 assistance : 

22 

23 

24 

25 

" (A) vVith the scientific and engineering advice of 

the Atomic Energy Commission, he may assist in nego­

tiating the a ward of and become a party to contracts 

between the applicant and the developer for the develop-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22. 

23 

24 

25 

11 

ment of the proposed nuclear-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 

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 features. 

" (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, including 

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 noncontiguous 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 



1 

2 

3 

ship without national defense features m the United 

States. 

" ( 2 ) The S t 1 • • • • ecre ary may a so assist m trammg crc,,1s 

4 for the ships; plan and design or assist in planning and 

5 designing appropriate shore faciljties to service the ships; 

6 make available to the applicant, with the consent of the 

7 Atomic Energy Oommis ion, appropriate classified informa-

8 tion; provide research and development in Government 

9 laboratories which have facilitie , per onnel, or equipment 

10 not available in private laboratories, with the consent of the 

11 department or agency ,,,hich operate the laboratory, and 

12 with or without charge to the applicant; and provide, with-

13 out charge, design review services, ship construction in pec-

14 tion services, and ship operation advisory services. 

15 " ( 3) If, under section 184 of the Atomic Enero-v Act 
bv 

16 of 1954 ( 42 U.S.O. 2234), the Atomic Energy Oommis-

17 sion consents to the creation of a mortgage or lien on the 

18 nuclear-powered merchant ship, and if the loan and mortgage 

19 are eligible for insurance under title XI of thi Act, the 

20 Secretary may insure under that title the interest on and 

21 the unpaid balance of the principal amount of the loan and 

22 
mortgage. In detennining· the npp1iem1t',, eligibj]ity, the Sec-

23 
retary is not required to make the finding required by sub-

24 • sect10n ( c) of section 1004 of this Act. The Secretary may 

25 k ma e the findings required by subsections (a) ( 1) and (b) 

( 

13 

1 ( 1) of section 1104 even thmwh the applicant has had no 

2 experience in the operation of nuclear-powered merchant 

3 ship . The applicability of section 184 of the Atomic Energy 

4 Act of 1954 to the ship hall not prevent a mortgage on the 

5 ship from being a preferred mortgage under the Ship Mort-

6 gage Act, 1920. 

7 " (b) In providing the aid pecified in subsection (a) of 

8 this section, the Secretary may, upon payment of the costs, 

9 and with the consent of the department or agency concerned, 

10 avail himself of the use of licen e , information, service , fa.-

11 cilities, offices, and employees of any executive department, 

12 independent establishment, or other agency of the Govern-

13 ment, including any field service thereof. 

14 " ( c) Section 505 (a) of this Act hall appl'y to all hips 

15 whose construction is aided under this title. 

16 "SEO. 1005. Each applicant for aid under this title shall 

17 agree that if the ship, after its construction is completed, can-

18 not at any time be operated for a period of more than thirty 

19 days because of an interunion dispute in which the fact that 

20 the ship is nuclear powered is an important element, the 

21 owner will, if so directed by the Secretary of Commerce, place 

22 the vessel up for sale at competitive bidding, with a minimum 

23 price in the amount that would be paid if the ve sel were req-

24 uisitioned for title_, and on such other terms and conditions 

H.R. 13941-3 
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1 as the Secretary of Commerce determines will be conducive 

2 to the continued operation of the ship. This obligation shall 

3 run with the title to the vessel. 

4 "SEO. 1006. Any ship developed and constructed with 

5 aid under this title shall be documented under the laws of tho 

6 United States and hall remain so documented for twenty-

7 five years or so long a it is propelled by nuclear propulsion, 

8 whichever is longer. 

9 "SEO. 1007. Ship whose construction is aided under this 

10 title are eligible to receive operating-differential ub. idy 

11 under whatever system is in force when the ships go into 

12 operation if the applicant qualifies under the statute. 

13 "SEO. 1008. There are authorized to be appropriated 

14 ea h fiscal year only such sums as the Congress may here-

15 after specifically authorize by law to carry out the provisions 

16 of this title. 

17 "SEO. 1009. Authority to contract for the development 

18 or construction of ships under this title expires at midnight 

19 on the last day of the sixtieth month following the month in 

20 which this title is enacted." 

21 SEO. 15. Section 152' of the Atomic Energy Act of 1954, 

22 as amended ( 42 U.S. 0. 2182) , is amended as follow ': 

23 ( 1) By inserting in the first sentence thereof im-

24 mediately after the words "with or for the benefit of the 

25 Commission" a comma and the following : "or with the 

15 

1 Secretary of Commerce under the authority of title X of 

2 the :Merchant Marine Act, 1936, as amended". 

3 ( 2) By striking the word "by the Commi. sion" m 

4 the first sentence and inS'erting the words "by the Commis-

5 sion or the Secretary". 

6 SEO. 16. Sub ection ( 1) of section 170 of the Atomic 

7 Energy Act of 1954, as amended ( 42 U.S.C. 2210 ( 1) ) , is 

8 amended by inserting in the first sentence thereof immedi-

9 ately before the period a comma and the following: "or any 

10 hip whose development or construction is aided under title 

11 X of the Merchant Marine Act, 1936, as amended". 

12 SEO. 1 7. The second sentence of the second paragraph of 

13 section 607 (b) of the :Merchant Marine Act, 1936 ( 46 

14 U.S.C. 1177 (b) ) , is amended by inserting after the words 

15 "authorized under section 613 of this title" a comma and the 

16 words "or new nuclear fuel cores for vessels" and a comma. 

17 SEO. 18. Section 1104 (a) ( 5) of the Merchant Marine 

18 Act, 1936 (46 U.S.C. 1274(a) (5)), is amended to read 

19 as follows : 

20 

21 

22 

23 

24 

25 

" ( 5) shall securn bond. , notes, or other obligations 

bearing interest ( exclusive of premium charges for insur­

ance, and serYice charges, if any) at rates not to exceed 

such per centum per annum on the principal obligation 

outstanding a the Secretary of Commerce determines 

to be reasonable, taking into account the range of interest 



1 

2 

3 

16 

rates prevailing in the private market for similar loans 

and the risks assumed by the Department of Commerce;" 

SEC. 19. Section 1106 (2) of the Merchant Marine Act, 

4 1936 ( 46 U.S.C. 1276 (2) ) , is amended by inserting after 

5 the words "for reconditioning or reconstructing the mort-

6 gaged property" the words "or to provide a new nuclear 

7 fuel core for the mortgaged property". 

8 SEC. 20. The Merchant Marine Act, 1936, is amended 

9 by inserting a new title XIII to read as follows: 

10 

11 

12 

"TITLE XIII-EXPERIMENT \_L OPERATING 

SUBSIDY 

"SEC. 1301. The Secretary of Commerce is authorized to 

13 enter into five-year experimental contraf'ts with liner opera-

14 tors for the payment of operating subsidy for the operation 

15 of liner vessels in the foreign commerce of the United States 

16 and with owners of dry bulk vessels built after the enactment 

17 of this title for operation as contract carriers in the foreign 

18 commerce of the United States, subject to such terms and 

19 conditions as the Secretary may determine. 

20 "SEC. 1302. A sub idy contract may be awarded on 

21 any service which the Secretary, in his discretion, without 

22 public hearing, determines is not adequately served. A ppli-

23 cants for such contracts must meet the eligibility require-

24 ments of section 601 of this Act. The Secretary, in his dis-

25 cretion, may apply the provisions of sections 605 (a) and 

J7 

1 (b), GOG (5), (G), and (7), 607 (n), (b), (c), (d), 

2 (e), (£), and (g), 608, 600, G10, and G11 of this Act, 

3 or any of them, to contracts entered into under this title. He 

4 may also in his discretion, apply the provisions of section 

5 607 (h) to contracts entered jnto under this title with liner 

6 operators. 

7 "SEC. 1303. The amount payable during the first year 

8 of the subsidy contract shall not exceed the difference between 

9 the costs incurred in operating tho ship for instance
1 

wages, 

10 maintenance and repair, and the cost of such items incurred 

11 in the operation of a comparable ship under the flag of a 

12 foreign country whose ships are substantial competitors of 

13 the subsidized ship. During the subsequent years of the con-

14 tract, the amount of subsidy shall be computed in such man-

15 ner as the Secretary in his discretion may determine. In 

16 developing any new system the Secretary shall be guided 

17 by the overriding principle that the system must contain 

18 incenti Tes which can be reasonably expected to reduce unit 

19 costs of subsidy in the fnture. Surh incentives may include the 

20 
use of an objcctiYe index or indices to goyern tho annual 

21 
change in costs eligible for subsidy, the nsc of a formula or 

')') 

...,..; fonnnlas rensoual>Iy relatiHg ihc nrnon11t of subf;idy payable 

23 h r to t c pcr1ormancc or prodnct1on of snbsidizcd serYice, or the 
24 

nse of such other reasonable approaches to the determination 
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1 of the mnount of subsidy as tho Secretary may in his discre-

2 tion establish. 

3 "SEO. 1304. Such contracts shall provide that upon their 

4 termination ,the operator shall have the option of receiving a 

5 contract for the operation of his vessels under whatever sub-

6 sidy system is in force at that time, or of selling his ships to 

7 the Government for a price not to exceed their depreciated 

8 book value." 

9 SEO. 21. ( 1) There is hereby es.tablished a Commission 

10 to be kno-·wn as the Commission on American Shipbuilding 

11 (hereinafter referred to as the "Commission") . The Com-

12 mission shall be composed of six members, appointed by the 

13 President. At least one member shall be from the United 

14 States shipbuilding industry. :Members of the Commission 

15 shall be appointed for the life of the Commission. The Presi-

16 dent shall designate one of the members of the Commission 

17 as Chairman. Four members of the Commis ion shall consti-

18 tnte a quorum. 

19 ( 2) Members of the Commi ion shall each he entitled 

20 to rccciYc $100 per diem ,Yhen engaged in the actual pcr-

21 fornrnncc of clnties ~csted in the Commission, including 

22 tra.Yeltime, and while away from thefr homes or regular 

23 plnrcs of hu~iuc, s may he allowed travel expcn cs, inclnd-

24 ing per diem in lien of snhsistence, as anthorized by title 5 

rn 
1 of the United States Code for persons h1 the Government 

2 service employed intermittently. 

3 ( 3) The Commission shall meet at the call of the Chair-

4 man or at the call of a majority of the members thereof. 

5 ( 4) The Commission shall have the power to appoint 

6 and fix the compensation of such personnel, as it deems ad-

7 visable, subject to the civil service laws and the Classification 

8 Act of 1949, as amended. 

9 ( 5) The Commission may procure, in accordance with 

10 the provisions of title 5 of the United States Code, the 

11 temporary or intermittent services of experts or consultants; 

12 individuals so employed shall receive compensation at a rate 

13 to be fixed by the Commission, but not in excess of $100 

14 per diem, including traveltime, and while away from their 

15 homes or regular places of business may be allowed travel 

16 expenses, including per diem in lieu of subsistence, as author-

17 ized by title 5 of the United States Code for persons in the 

18 Government service employed intermittently. 

19 ( 6) The Commission shall conduct a study of the ex-

20 tent to which Federal assistance to the private shipbuilding 

21 industry in the United States is necessary to preserve the 

22 competitive position of such industry and to preserve a 

23 national capability for the building and repair of United 

24 States merchant and United States naval ships. 
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1 ( 7) The Commission shall not later than three years 

2 after the date of enactment of this Act submit a comprehen-

3 sive report of its findings and recommendations to the 

4 President and to the Congress, and thereafter shall cease 

5 to exist. 

6 SEC. 22. The Merchant Marine Act, 1936, is amended 

7 by inserting a new title XIV to read as follows : 

8 "TITLE XIV-REPLACEMEN'l' AND EXP ANSI ON 

9 OF UNITED STATES NONSUBSIDIZED MER-· 

10 CHANT AND FISHING FLEETS 

11 "SEc. 1401. AUTHORITY To NEGOTIATE CoNTR.ACTs.-

12 (a) For the purpose of promoting the construction or 

13 acquisition of new merchant vessels or the substantial recon-

14 struction of existing merchant vessels and for other purposes 

15 authorized by this Act, the Secretary of Commerce may enter 

16 into contracts not to exceed twenty years ,vith any person 

17 who is a citizen of the United States if the Secretary deter-

18 mines the person possesses the ability, experience, financial 

19 resources, and other qualifications necessary to enable him to 

20 conduct the proposed operations of the merchant vessels as 

21 to meet competitive conditions and promote United States 

22 domestic or foreign commerce. 

23 "(b) For the purpose of promoting the construction of 

24 new fishing vessels, the Secretary of the Interior may enter 

25 into contracts not to exceed twenty years with any person 

21 

1 who is a citizen of the United States if the Secretary deter-

2 mines the person posse. ses the ability, experience, :financial 

3 resources, and other qualifications necessary to enable him to 

4 conduct the proposed operations of the fishing vessel to meet 

5 competitive conditions and promote the utilization of fishery 

6 resources. 

7 "SEC. 1402. TERMS AND Co DITro s OF Co TR.ACT.-

8 The Secretary shall include in each contract a provision-

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

" (a) that any new ve el con tructed under a con­

tract will be built in a shipyard in the United States 

under a contract with a hipbuilder 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 hipyard in the 

United States for the lTnited States GoYernment under 

a contract with a shjpbuilder entered into after the 

effective date of this Act; 

" ( c) that any ves. el sub"tantially recon trnctcd 

under a contract will be one that ,va. lmilt in a. ship­

yard in the United State and "\"Vill be ._ nbstantially 

recon trncted in a shipyard in the United State. under 

a eontrnd ,, ith n :,.1hip1milder entered into after the 

effective dntc of thi. Act; 

" ( d) that any ve..,sel constructed, acquired, or sub­

stantially reconstructed nnder a contract wm be of a 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

22 

type, size, and speed that the Secretary determine to 

be suitable for use on the high seas or Great Lakes; 

" ( e) that any vessel constrncte<l, acquired, or sub­

stantially reconstructed under a contract negotiated un­

der section 1 (a) will be of a type which the Secretary 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 

national emergency; 

"(f) for the creation and maintenance of a capital 

reserve fund; 

" ( g) for the approximate number and type of ves­

sels which the contractor will construct, acquire, or sub­

stantially reconstruct subject to modifications and exten­

sions upon a showing to the satisfaction of the Secretary 

of acceptable reasons for modification or extensions; 

" (h) for additional terms and conditions consistent 

with this Act, that the Secretary determines to be neces­

sary to protect the interest of the United States; 

" ( i) for the early replacement of any ·war-built ves­

sel used in the movement of cargo nnder section 901 (b), 

l\forchant Marine Act, 193G, as amended; 

"(j) that each contractor agree.snot to incur any pur­

chase money indebtedness with re pect to any ve . el con-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

23 

stnrnted, acquired, or suhstantially reconstructed under a 

contract without the prior consent of the Secretary; 

" (k) that upon failure of the contractor to construct, 

acquire, or substantially reconstruct any vessel as pro­

vided in the contract 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 created by section 607, Merchant 

Marine Act, 1936, as amended, and no further deposits 

may be made by the contractor until a new contract is 

negotiated; and 

"(1) that the contractor agrees that any vessel con­

structed or acquired under a contra.et will remain docu­

mented under the hnvs of the United States for twenty­

five years from the date of its delivery by the ship­

builder and any ves el reconstructed under a contract 

will remain documented under the laws of the United 

States for the remainder of its economic life a deter­

mined by ihe Secretary. 

"SEC. 1406. 0REATIO J" ND )L L~'fB.i:rANCE 0-E' C.API-

21 T.AL RESBRYB FUND.- ( n) Earh eoutrnetor shall ereatc nud 

22 ma.iniaiu for the dmntion of the coutract, in depo:iiorieN 

23 approved by the Secretary, a ca1 ital reserve fund under the 

2:1: joint control of the o )Crntor and the Secretary. 
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1 " (b) Each contractor shall deposit in the capital re-

2 serve fund as is required to be deposited by subsidized opera-

3 tors under section 607, l\ierehant Marine Act, 1936, as 

4 amended, the proceeds of sales of vessels, the proceeds of 

5 msurance and indemnities, the depreciation charges, as 

6 earned, and the earnings made on deposits in the capital re-

7 serve fund, and shall annually deposit any percentage of 

8 differential payments received on the movement of cargo 

9 under section ~01 (h) , ::\fcrclrnnt 1farinc Act, 1936, as 

10 amended, that the Senetary determine, is from profits and is 

11 necessary to fulfill the contractor's obligation under the 

12 contract. 

13 " ( c) The contractor may deposit m the fund other 

14 earnings from his vessel operations. 

15 "SEO. 1404. TAX DEFERMENT OF DEPOSITS IN THE 

16 F-uND.- (a) Deposits of capital gains into the fund are 

17 taxed in the same manner as deposits of capital gains by 

18 subsidized operators under section 607, l\Ierchant l\farine 

19 Act, 1936, as anrnnded. 

20 " (b) Deposits of earnings and differential payments into 

21 the fund are taxed in the same manner as deposits of earn-

22 iugs of subsidized operators nuder section G07, Merclumt 

23 l\forinc Act, H)36, as amended. 

24 "SEC. 1405. \VITIIDRX\YALS FROM TIIE FuND.-Oon-

25 

1 tractors may withdraw deposits from the fund with the same 

2 restriction and limitation, under the same conditions and 

3 with the same tax consequences as deposits may be with-

4 drawn from the capital reserve fund by subsidized operators 

5 under section 607, Merchant Marine Act, 1936, as amended. 

6 "SEO. 1406. INVESTMENT OF THE FuNn.-Contractors 

7 may invest deposits in the fund under the conditions and with 

8 the same restriction as deposits of subsidized operators under 

9 section 607, Merchant Marine Act, 193 6, as amended. 

10 "SEO. 1407. DISCONTINUANCE OF DIFFERENTIAL 

11 P AYMENTS.-N o operator of a nonsubsidized vessel may re-

12 ceive any differential payments for cargo moved by such 

13 vessel under section 901 (b), Merchant Marine Act, 1936, as 

14 amended, unless the operator has concluded a contract with 

15 the Secretary under this Act before January 1, 1968. 

16 "SEO. 1408. DEFINITIONS.-In this Act-

17 " (a) 'Contract' means a vessel construction, acquisition, 

18 or reconstruction contract authorized by this Act. 

19 " {b) 'Differential payments' means the payments made 

20 by the United States Government to operators of United 

21 States-flag merchant vessels for the movement of cargo under 

22 section 901 (b), l\1:erchant Marine Act, 1936, as amended, 

23 at rates in excess of world market rates. 
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1 '' ( c) 'Documented' includes enrolled. 

2 " ( d) 'Earnings from the operation of vessels' includes 

3 hire from bareboat charters. 

4 " ( e) 'Earnings made on deposits' means earmngs on 

5 funds deposited as well as earnings on accumulated earnings 

6 and gains made on sale of securities. 

7 "(f) 'Fund' means the capital reserve fund authorized 

8 by this Act. 

9 "(g) 'N onsubsidized vessel' means any vessel not in-

10 eluded in an operating differential subsidy contract under the 

11 Merchant Marine Act, 1936, as amended. 

12 " (h) 'Person' includes corporation. 

13 " ( i) 'Reconstruction' means the substantial reconstruc-

14 tion .and major modernization of a ve sel if the Secretary de-

15 termines that the objectives of this Act will be promoted by 

16 such reconstruction. 

l 7 " ( j) 'Secretary' means the Secretary of Commerce in 

18 reference to powers and duties relating to contracts for the 

19 construction, acquisition, or substantial reconstruction of mer-

20 chant vessels and means the Secretary of the Interior in 

21 reference to powers and duties relating to contracts for the 

22 construction of fishing vessels. 

23 "(k) 'Subsidized operators' mean persons who have an 

24 operating differential subsidy contract under the :Merchant 

25 Marine Act, 1936, as amended. 

27 

1 "(1) 'Vessel' inclndes non-self-propelled vessels, cargo 

2 containers, cargo vans, and other related equipment. 

3 " ( m) 'War-built vessel' means a vessel as defined m 

4 section 3, Merchant Ship Sales Act, 1946." 
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Mr. MAGNUSON (for himself, Mr. BARTLETT, and Mr. BREWSTER) introduced 
the following biH; which ,vas read twice and referred to the Committee 
on Commerce 

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 Representa-

2 tives of the United States of America in Congress assembled, 

3 That section 209 (b) of the Merchant Marine Act, 1936 

4 (46 U.S.O. 1119(b) ), is amended by inserting before the 

5 period at the end thereof a colon and the following: "Pro-

6 vided, however, ~rhat for each of the fiscal years 1969 

7 through 1973, there is authorized to be appropriated ( 1) for 

8 construction-differential subsidy and the cost of national do-

9 f ense features incident to construction, reconstruction, or re-

10 conditioning of ships for operation in foreign or noncontiguous 

11 domestic commerce, and for the acquisition of used ships 

II 



1 pursuant to srction 510 of this Act, $300,000,000, to re-

2 main available until expended; and ( 2) for research and 

3 development, $25,000,000, to remain available until ex-

4 pended. For fiscal year 1969, there is also authorized to be 

5 appropriated for reconstruction of the reserve fleet, $30,-

6 000,000, to remain available until expended." 

7 

8 

9 

SEC. 2. Section 211 of the Merchant Marine Act, 1936 

( 46 U.S.O. 1121), is amended as follows: 

( 1) Subsection (b) is amended by inserting at the end 

10 thereof, immediately before ,the semicolon, a comma and the 

11 words "or which should be employed as contract carriers". 

12 ( 2) Subsection ( d) is amended by inserting after the 

13 words "services, routes, and lines" a comma and the words 

l 4 "or as contract carriers" and a comma, and by inserting 

l5 after the words "service, route, or line" a comma and the 

16 ,vords "or contract carrier". 

17 

18 

19 

SEC. 3. Section 501 of the :Merchant Marine Act, 1936 

( 46 U.S.O. 1151), is amended as follows: 

( 1) By striking the first sentence of subsection (a) and 

20 inserting in lieu thereof thG following: "Any privately owned 

21 shipyard or proposed shipowner who is a citizen of the 

22 United States may make application to the Secretary of 

23 Commerce for a construction-differential subsidy to aid in 

24 the construction of a new vessel to be documented under the 

3 

1 laws of the United States and to be used in the foreign com-

2 merce of the United States." 

3 ( 2) By striking out of the second sentence of sub sec-

4 tion (a) the words "the ap l'lic~nt" and inserting in lieu 

5 the words "the proposed owner of the vessel is a citizen of 

6 the United States and". 

7 SEC-; 4. Section 502 ( a) of the Merchant Marine Act, 

8 1936 (46 U.S.O. 1152(a)), is amended by striking the 

9 word "applicant" wherever it appears and inserting in lieu 

10 thereof the words "proposed shipowner". 

11 SEC. 5. Section 502 (b) of the Merchant Marine Act, 

12 1936 ( 46 U.S.O. 1152 (b)), is amended as follows: 

13 ( 1) By striking the first sentence and inserting in lieu 

14 thereof the following: "The amount of the reduction in selling 

15 price which is herein termed 'construction-differential subsidy' 

16 shall be computed by taking the excess of the fair and reason-

17 able estimate, as determined by the Secretary, of the cost of 

18 constructing a type of vessel in United States shipyards 

19 ( excluding the cost of any features incorporated in the vessel 

20 for national defense uses, which shall be paid by the Secre-

21 tary in addition to the subsidy) , over the fair and reasonable 

22 estimate of cost, as determined by the Secretary, of the con-

23 -struction of that type vessel ( excluding national defense fea-

24 tures as above provided) in a foreign ship building center 
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1 which is deemed by the Secretary to furnish a fair and repre-

2 sentative example of the determination of the estimated for-

3 eign cost of construction of vessels of the type proposed to be 

4 constructed, and expressing the result as a percentage of the 

5 fair and reasonable estimate, as determined by the Secretary, 

6 of the cost of construction of that type vessel in United States 

7 shipyards, and applying such percentage to the lowest respon-

8 sible bid. Subsidy rates shall be computed separately for 

9 different types of vessels and shall be periodically recomputed 

10 but not more frequently than once each year. In making his 

11 foreign cost estimate, the Secretary shall review and consider 

12 any foreign cost estimates and substantiating information sub-

13 mitted by operators, shipyards, or his staff." 

14 (2) By striking the date "June 30, 1968" and inserting 

15 in lieu thereof the words ''the expiration of three years from 

16 the date of enactment of this amendment". 

17 SEO. 6. Section 504 of the Merchant Marine Act, 1936 

18 (46 U.S.O. 1154), is amended as follows: 

19 ( 1) By in erting the de,'ignation " (a) " after the sec-

20 tion number. 

21 ( 2) By striking the word ''applicant" wherever it ap-

22 pears in the first sentence and inserting in lieu thereof the 

23 words "proposed shipowner". 

24 ( 3) By striking in the second sentence thereof the word 

( 
5 

1 ''bid" wherever it appears and inserting in lieu thereof the 

2 the words "bid or negotiated price". 

3 ( 4) By jnserting at the end of the thfrd Rentencc 

4 thereof before the period a. comma and the ·words "or the 

5 negotiated price". 

6 ( 5) By inserting after the first sentence thereof the 

7 following new s-entence: "Alternatively, the Secretary may, 

8 in accordance with terms and conditions to be prescribed hy 

9 hin1, permit the proposed shipowner to submit a negotiated 

10 price together with backup cost details and evidence that 

11 the price is fair and reasonable." 

12 ( 6) By inserting a now ._ nhsection (b) to read as 

13 follows: 

14 " (b) Where a shipyard is the applicant, it may, in 

l5 accordance with terms and conditi012s prescribed by the 

l6 Secretary, request construction-differential snbsidy based 

17 upon a price which has been negotiated with the proposed 

18 shipowner. If the Secretary conRic1er,_ the negotiated price 

19 to be fair and reasonable, he may become a pm ty to a con-

20 tract between the shipyard and the shipowner and a oTce to 

21 pay the cost of national dcfen e features and construction-

22 differential subsidy computed under section 502 ( b) of this 

23 Act. If the Secretary determines that the negotiated price 

24 is not fair and reasonable, he may regue~t rencgotintion in 
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1 au effort to arnve a.t a fair and reasonable pncc. A.· an 

~ alternative to accepting ·a negotiated price, the Secretary 

3 may, with the consent of the shipyard applica11t, roqnc.'i 

4 competitive bids on the proposal, in which case, the appli-

5 cant shipyard may be a bidder. In this event, the Secretary 

6 may become a party to a contract bet,veen the lo-\Yest com-

7 petifrrn bidder and the proposed shipowner. 

8 SEC. 7. Subsection (1) of section 510 (a) of the Mer-

9 chant Marine Act, 1936 (-16U.S.O.1160(a)),i amended 

10 to read as follows: 

11 " ( 1 ) The trnn 'ohsolete Ye.·sel' rnrans a YCRsrl or Ycssels 

12 each of which is of not less than one thon~ and three hnndrecl 

13 and fifty gross tons; which has been owned by a citizen or 

14 citizens of the United States for at least three years immc-

15 diately prior to the date of acquisition hereunder; nncl which 

16 in the judgment of the S cretary should be replaced in the 

17 public interest." 

18 

19 

SEC. 8. Section 801 of the Merchant Marine Act, 1936 

( 46 U.S.O. 1211), is amended by striking "titles VI or 

20 VII" and inserting in lieu thereof "titles VI, VII, or 

21 XIII". 

22 

23 

SEC. 9. Section 804 of the :M:erchant Marine Act, 1936 

( 46 U.S.O. 1222), is amended by Rtriking the ,Yords "op-

24 erating-differen6al suhsidy nnder title VI" and inscrtinO' in 

7 

1 lien t.licreof the words "opera.ting subsidy under title VI 

2 or XIII". 

3 if3Eu. 10. 8ection 805 of the Merchant Marino Aitt, 1936 

4 ( 4H 1T .i 
1 .U. 1223), is amended as follows: 

5 ( 1) Sub ection (a) is amended by inserting after the 

6 words "title VI" the words "or title XIII". 

7 

8 

( 2) Sn h ertion ( c) is repe'aled. 

( 3) Suhscction ( d) is amended by inserting "under 

9 titles VI or XIII of this Act" following the word "con-

10 tractor" in the last sentence. 

]1 SRO. 11. Contractors with the United States arc re-

12 lea ed from the provisions of thrir contra ts which were 

13 inserted pursuant to the provisions of section 805 ( c) of 

14 the Merchant Marine Act, 1936 ( 46 T .S.O. 1223 ( r) ) . 

15 S:Bo. 12. Hectiou Rl0 of the 1\lerdrnut Marine Act, 1936 

16 ( 46 U.S.C. 1227), is amended by striking th words "oper-

17 ating-differential" and inserting in lieu thereof the vord 

18 "operating", and by striking the words "title VI" and in-

19 serting in lieu thereof the words "titles VI or XIII". 

20 SEO. 13. Section 905 of the Merchant :M:arine Act, 1936 

21 ( 46 U.S.O. 1244 ( c) ) , is amended as follow. : 

22 ( 1) By striking in subsection ( c) the words "under 

23 title VI" and inserting in lien thereof the word~ "under 

24 titles VI or XIII". 
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1 SEC. 14. The Merchant :M:arine Act, 1936, is amended 

2 by inserting a. new title X to read as follows: 

3 "TITLE X-AID IN DEVELOPING, CONSTRUCTING, 

4 AND OPERATING PRIVATELY OWNED NU-

5 

6 

CLEAR-Pff\iVERED MERCHANT SHIPS 

"SEC. 1001. The purpose of this title is to further imp le-

7 ment the policy declared in section 101 of this Act, by foster­

s ing at the least cost to the United States the development, 

9 construction, and operation of privately owned nuclear-

10 powered merchant ships whose designs embody significant 

11 departures from the designs of existing nuclear-powered 

12 merchant ships which may lead to reduction of the cost of 

13 constructing and operating future nuclear-powered merchant 

14 ships. 

15 "SEC. 1002. The Secretary of Commerce is authorized 

16 to invite from citizens of the l nited States proposals for the 

17 development and construction of nuclear-pff\Yerecl merchant 

18 ships for operation in the domestic or foreign commerce of 

19 the United States, including trade on the Great Lakes. Pro-

20 posals shall be invited only for the development and con-

21 st.ruction of nuclear-powered merchant ships ( 1) of types 

22 .antl general specifications ( whether dry-cargo, liquid bulk 

23 carrier, or other) determined by the 1Secretary of Commerce, 

24 and ( 2) with nuclear propnl. ion systems of general types 

25 and conceptual design -which the Atomic Energy Comrnis-

9 

1 sion has determined could reasonably be expected to accom-

2 plish nuclear po-,;ver base development program objective 

3 more quickly, more effectively, or at lower cost than other 

4 nuclear propulsion systems ( these would include, without 

5 limitation, objectives of dependability, reliability, operability, 

6 and the acquisition of data that would be of value to the future 

7 development of merchant marine nuclear propulsion sys-

8 terns) . Each proposal shall include a detailed description of 

9 the proposed ship or ships; their contemplated use in corn-

10 rnerce; the proposed development, construction, and oper-

11 ating programs; the technical justification and detailed esti-

12 mate of development, construction, and operating costs; the 

13 amount of a.id applied for itemized separately for the develop-

14 ment, construction, and operating programs; and such other 

15 information as the Secretary directs. 

16 "SEC. 1003. The Secretary, in cooperation with the 

17 Atomic Energy Commission, shall evaluate all proposals 

18 determined to be re. ponsive to the invitation and shall select 

19 from them the proposal or proposals which ,vill most closely 

20 carry out the purposes of this title. If the Secretary deter-

21 mines that the person who submitted a selected proposal, 

22 although such person may have had no experience in the 

23 operation of nuclear-powered ships, possesses the ability, 

24 experience, financial resources, and other qualifications neces-

8· 2650- 2 
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1 sary to enable him to operate and maintain hips in that 

2 area of the dome, tic or foreign commerce of the Unit eel 

3 States (including trade on the Great Lakes) in which 

4 ho proposes to operate the propo. eel ship or hip., the 

5 Secretary may 1wgotiatr the award of a contract with uch 

6 person (hereafter called the applicant) for the development 

7 and con truction of the propo ed ship or ship . The Secretary 

8 may require such modification in the propo. ed ship or hips 

9 as he deems desirable, taking into account the views of the 

10 Atomic Energy Commission with respect to modifications of 

11 the nuclear propuLion , ystem, and the views of the Secre-

12 tary of Defense with respect to national defense features. 

13 The Secretary may agree to provide so much of the aid 

14 authorized by section 1004 of this title as he determines is 

15 necessary to carry out the purposes of this title, taking into 

16 consideration the financial risk to the applicant, and the 

17 contribution which the development, con truction, and opera-

18 tion of the proposed ship or Rhip may make toward casrying 

19 out the purpo es of thi title. 

20 "SEC. 1004. (a) ( 1) In connection with the clevelop-

21 ment and construction of yc~scls proposed and elected pnr-

22 suant to section 100H, the Secretary may offer the following 

23 a,'. i, tance: 

24 (A) v'fith the cientjfic and engineering advice of 

25 the Atomic Energy Oommis, ion, he may a,'. i, t in ncgo-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

11 

tiating the award of autl become a party to co11traet8 

between the applicant and the developer for the devel­

opment of the proposed nuclear-powered merchant ship 

or hips, including the fir t fuel cores. He may agree 

in such contracts to pay the developer all of, or pa.rt of, 

the excess of the co t of developing the propo. ed hip 

or ships, including national defense features and the first 

fuel core , over the e tima ted fair and reasonahle cost 

of developing a comparahlc conventional hip or ship 

without national defenS'e features. 

(B) He may become a party to contracts between 

the applicant and the builder for the construction of tho 

propo ed nuclear-po":ered merchant ship or . hips, and 

may agree in uch contract to pay the builder all of, 

or part of, the excess of the cost of constructing in the 

United State the proposed ship or shipS', including 

national defense features and the fir t fuel cores, over 

the e timated average ,Yeighted fair and reasonable 

foreign co t of con tructing a comparable conYcntional 

~hip or hip without national defense fcaturcS': Pto­

vided, however, That if the hip or ships are to be 

operated in the domc:-;tic trade ( e~'cept the 11011cou­

tiguous domestic trade) aid nuder this paragraph i • 

limited to the exce s of the cost of constmcting jn tbe 

United States· the propo eel ·hip or ship., including 



1 

2 

3 

4 

5 

national defense features aud the first Inel cores, over 

the estimated fair and reasonable cost of constructing a 

comparable conventional ship without national defense 

features in the United States. 

( 2) The Secretary may also assist in training crews 

6 for the ships; plan and design or assist in planning and design-

7 ing appropriate shore facilities to service the ships; make 

8 available to the applicant, with the consent of the Atomic 

9 Energy Commission, approprinte classified information; pro-

10 vide research and development in Government laboratories 

11 which have facilities: personnel, or equipment not available 

12 in private laboratories, with the consent of the department 

13 or agency which operates the laboratory, and with or with-

14 out charge to the applicant; and provide} ,vithout charge, 

15 design review services, ship construction inspection services 

16 and ·ship operation advisory services. 

17 (3) If, under section 184 of the Atomic Energy Act 

18 of 1954 (42 U.S.O. 2234), the Atomic Energy Oommis-

19 sion consents to the creation of a mortgage or lien on the 

20 unclcar-po-,Ycred merchant ship, and if the loan and mort-

21 ffa ffC arc elig·ible for insurance under title XI of this Act, b b 

22 the Seeretary may insure under that title the iutere:·t on and 

23 the unpaid balance of the principal a111ou11t of the loan and 

24 mortgage. In detein1ining the applicant's eligibility, the Sec-

25 retary is not required to make the finding required by sub-

1 ection ( c) of section 1004 of this Art. The Secretary may 

2 make the findings re(1nired by subsection.· (a) (1) and (h) 

3 (1) of .-;ection 110-1: even though the applicant ha.· had no 

4 experience in the operation of nuclear-po,Yered merchant 

5 ships. The applicahility of , ection 184 of the Atomic Energ5r 

6 _..-\ct of 1954 to the , hin shall not prevent a mortgage on the 

7 ship from being a prefenecl mortgage nuder the Nhip )fort­

s gage Act, 1920. 

9 " (b) In proYiding the aid specified ju suhsectjon (a) of 

10 this section, the Secretary may, upon payment of the costs, 

11 and with the consent of the department or agency concerned, 

12 avail himself of the use of licenses, information, services, fa-

13 cilitjes, offices, and employees of any executive department, 

14 independent establishment, or other agency of the GoYern-

15 ment, including any field servjce thereof. 

16 " ( c) Section 505 (a) of thi8 Act shall apply to all , hips 

17 whose construction is ajded under this tjt1e .. 

18 "SEO. 1005. Each applicant for aid under thls title shall 

19 agree that if the ship, after it construction is completed, can-

20 not at any time be operated for a period of more than thirty 

21 days because of an interunion dispute in which the fact that 

22 the ship is nuclear-powered is an important element, the 

23 owner will, if so directed by the Secretary of Commerce, 

24 place the Yessel up for sale at comprtitiYe hjdcling. with rt 

8. 2650--3 
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1 minimum price in the amount that vrnnld be paid if the Ye.';-;el 

2 ,Yere reqni8itionec1 for title, and on such other term:-; and con-

3 ditions as the Secretary of Commerce determine. will he con-

4 duciYe to the continued operation of the .:hip. 'l,hi.' obligation 

5 hall run vvith the title to the ves, el. 

6 "HEc. 1006 . .,._\._ny ship deYeloped and c011.·trnded ,Yith 

7 aid under thif-; title shall he documented under the law. of 

8 the Ullitcd State~ and shall remain so documented for 

9 bYc11ty-five yenrs or ·o lollg a~ jt j~, prnpelkcl by 1rnelear 

10 propnlsio11, whiuhever i longer. 

11 "HEc. 1007. Ship ,Yhose constrnction aj decl under 

12 this title are eligible to receive opernting-difforential ubsidy 

13 nnder ,vhateyer y tern is in force when the . ·hips go into 

14 operation if the applicant qualifie. under the tatute. 

15 "SEC. 1008. There are authorized to be appropriated 

16 to the Hecretnry snch um, a. may l)e necessary, to remain 

17 aYailnhle until expended, to rarry out the proYisi011~ of this 

18 title. 

19 "HEc. 1009. Authority to contract for the deYelopment 

20 or cmvtruction of hips Ullder thi,· title expjrcf-; a.t mjdnight 

21 011 tlu· last day of tbr sixtieth month following the month 

22 i11 which this title i, enacted." 

23 SEC. 15. Section 152 of the Atomic Energy Act of 1954, 

24 a:-; amended ( 42 l .S.O. 2182), i amended a. follo,vs: 

25 ( 1) By insertin~ in the fir, t , cntence thereof irnmedi-

l 

( 

l 

13 

1 atelY after the ,Yorcl ""·ith or for the henefit of the Com-

2 mis. ion" a conmm and the followjng: "or ,Yith the Secretan-
'-- . 

3 of Commerce under the authorit~T of title X of the 1\Ierchant 

4 )Jariue Act, 19B6J a. amended". 

5 ( 2) By striking the word .. "hy the Oommi, sion" in the 

6 first sentence and in erting the ,Yord "by the Oommis..ion or 

7 the 8ccretary". 

ABO. 16. Rubsection ( 1) of , ertion 170 of the _,_\tomic 

9 Energy Art of 1954, as amended ( -:1:2 r.R.C. 2210 ( 1) ) , 

10 is amended hy in~crting jn the fir:--t ~entenc-e thereof im-

11 mediately before the period a c01mna and the following: 

12 "or any ship whose development or construction js aided 

13 m1dcr title X of the Merchant :\Iaiine Act, 1986, as 

14 amended". 

15 SEC. 17. The serond sentence of the second paragraph 

l6 of , cttion 607 (b) of the l\Iercha.nt Marine Act, 193G (--±6 

17 U.S.C. 1177 (b) ) , is amended by in. erting after the word. 

18 "anthorized under ection 618 of thi" title" a comma and 

19 the words "or new nuclear fuel cores for ve sels" and a 

20 comma. 

21 

22 ~\d, H);JG (--l-G U.S.C. 127-J (a) (t>)), is amended to rend 

23 as follow : 

24 

25 

" ( 5) hall secure bond., note,) or other obligations 

bearing intere ... t ( excln, iYe of premium charge. for in-
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snrance, and senice charge , jf any) at rate, not to ex­

ceed such per ('entnm per annum on tbe principal obliga­

tion out tanding a, the Secretary of Commerce deter­

mine to he rea, onable, taking jnto account the range 

of intere t rate prevailing in the private market for . imi­

lar loans and the rj ks a . nmed by the Department of 

Commerce;" 

8 SEC. 19. Section 1106 ( 2) of the :Merchant Marine _,Act, 

9 1936 ( 46 l .S.O. 1276 ( 2) ) , i. amended by in. erting after 

10 the ·word. "for reconditioning or reconstructing the mort-

11 gaged property" the word "or to pro Yi de a new nuclear fnel 

12 core for the mortgaged property". 

13 SEC. 20. The )Ierchant Marine Act, 1936, 1 amended 

14 hy inserting a ne-,v title XIII to read a follow : 

15 "TITLE XIII-EXPERil\IEKTAL OPERATING 

16 SUBSIDY 

17 "f)Ec. V301. The Sc(·rctary of Counuerce i.' nnthorizcd to 

18 enter into five-year experimental contract "rith liner opera-

19 tor for the payment of operating ubsidy for the operation of 

20 liner vessel in the foreign commerce of the nited State 

21 and ,vith owner. of dry bulk ve., els built after the enactment 

22 of thi. title for operation a, contract carriers in the foreign 

23 commerce of the l nited State. , ubject to uch term and 

24 conditions as the Secretary may determine. 

25 "REC'. 1302. ___ \_ . n h-id:r' contract nrnY he fn-van1cc1 on nnv . ~ 

17 

1 service which the Secretary, iu his discretion, without public 

2 hearing, determines is not adequately served. Applicants for 

3 such contracts must meet the eligibility requirements of sec-

4 tion 601 of this Act. The Secretary, in his discretion, may 

5 apply the provisions of sections 605 (a) and (b) , 606 ( 5) , 

6 ( 6) , and ( 7) , 607 (a) , ( b) , ( c) , ( d) , ( e) , ( f) , and ( g) , 

7 608, 609, 610, and 611 of this Act, or any of them, to con­

s tracts entered into under this title. He may also, in his dis-

9 cretion, apply the provisions of section 607 (h) to contracts 

10 entered into under this title with liner operators. 

11 ''S EC. 1303. The amount payable during the first year of 

12 the subsidy contract shall not exceed the difference between 

13 the costs incurred in operating the ship for insurance, w~ges, 

14 maintenance and repair, and the cost of such items incurred 

15 • h • m t e operation of a comparable ship under the flag of a for-

16 eign country whose ships are substantial competitors of the 

17 l 'd' d h' D • su Js1 1ze s 1p. urmg the subsequent years of the contract, 

18 the amount of subsidy shall be computed in such manner as 

19 the Secretary in his discretion may determine. In developing 

20 any now system the Secretary sha.11 be guided hy the ovcrrid-

21 iug priuciple that the ~y~tem mrn,t contain iuceutiYes which 

')') 1 
..J-' ean )C rcasouahly e~·pcctec.1 to reduce nuit costs of suhsidy in 

')'l 1 f ""i • 
.;.it.) L lC ttLnrc. Anch mceutiYc;-:; may include the n c of an ohjcc-

24 tiYe index or h1dices to govern the annual change in cost 

25 1· ·11 • c 1g1 J o for sub~-ndy, tho use of a formula or fonnnlas reason-
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1 ably relating tho amount 0£ subsidy payable to the perform-

2 ance or production of subsidized service, or the use of such 

3 other reasonable approaches to the determination of the 

4 amount of subsidy as the Secretary may in his discretion es-

5 tahlish. 

6 "SEO. 1304. Such contracts shall provide that upon their 

7 termination the operator shall have the option of receiving a 

8 contract for the operation of his vessels under whatever sub-

9 sidy system is in force at that time, or of selling his ships to 

l0 the Government for a price not to exceed their depreciated 

11 book value.'' 

12 SEO. 21. ( 1) There is herebv established a Commission 

1.-:> to be known as the Commission on American Shipbuilding 

14 ( hereinafter referred to as the "Commission") . The Commis-

15 sion shall be composed of six members, appointed by the 

16 President. At least one member shall he from the United 

17 States shipbuilding industry. Members of the Commission 

18 shall be appointed for the life of the Commission. The Presi-

19 dent shall designate one of the members of the Commission -

20 as Chairman. Four members of the Commission shall con-

21 • - stitute a quorum. 

22 ( 2) Members 0£ the Commission shall each be entitled 

23 to receive $100 per diem when engaged in the actual per-

2± f £ d • d • ormance o uties veste m the Commission, including 

25 traveltime, and while away from their homes or regular 

• 

19 • 

1 places of business may be allowed travel expenses, jnclnding 

2 per diem in lieu of subsistence_. as authorized by title 5 of the 

3 United States Code for persons in the Government service 

4 employed intermittently. 

5 ( 3) The Commission shall meet at the calT of the Chair-

6 man or at the call of a majority of the members thereof. 

7 ( 4) The Commission shall have the power to appoint 

8 and fix the compensation of such personnel, as it deems ad-

9 visable, subject to the civil service laws and the Classifica-

10 tion Act of 1949, as amended. 

ll ( 5) The Commission may procure, in accordance with 

12 the provisions of title 5 of the United States Code, the tem­

l3 porary or intermittent services of experts or consultants; in-

14 a· ·d 1 1v1 ua s so employed shall receive compensation at a rate 

15 to be fixed by the Commission, but not in excess of $100 

16 per diem, including traveltime, and while away from their 

17 homes or regular places of business may be allowed travel 

18 expenses, including per diem in lieu of subsistence, as author-

19 • d b • 1 • 1ze y tit e 5 of the U mted States Code for persons in the 

20 Government service employed intermittently. 

21 ( 6) The Commission shall conduct a study of the extent 

22 to which Federal assistance to the private shipbuilding in-

23 dustry in the United States is necessary to preserve the com-

24 • • • • • pet1t1ve pos1t10n of such mdustry and to preserve a national 
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1 capability for the building and repair of United States mer-

2 chant and United States naval ships. 

3 ( 7) The Commission shall not later than three years 

4 after the date of enactment of this Act submit a compre-

5 hensive report of its findings and recommendations to the 

6 President and to the Congress, and thereafter shall cease to 

7 exist. 

8 SEO. 22. The Merchant Marine Act, 1936, is amended 

9 by inserting .a new title XIV to read as follows: 

10 "TITLE XIV-REPL \_CEMENT AND EXP ANSIO~ 

11 OF UNITED STATES :N ONSUBSIDIZED MER-

12 CHANT AND FISHING FLEETS 

13 "SEO. 1401. AUTIIORITY To NEGOTIATE O0:NTRACTS.-

14 (a) For the purpose of promoting the construction or acqui-

15 sition of new merchant vessels or the substantial reconstruc-

16 tion of existing merchant vessels and for other purposes 

17 authorized by this Act, the Secretary of Commerce may 

18 enter into contracts not to exceed twenty years with any 

19 person who is a citizen of the United States if the Secretary 

20 determines the person possesses the ability, experience, finan-

21 cial resources, .and other qualifications necessary to enable 

22 him to conduct the proposed operations of the merohant 

23 vessels as to meet competitive conditions and promote U nitecl 

24 States domestic or foreign commerce. 

25 "(b) For the purpose of promoting the construction of 

21 

1 ne-,Y fishing vessels, the Secretary of the Interior may enter 

2 into contract.· not to exceed twenty yeark ·with any person 

3 who is c citiz n of bhe Uuitod State· if the Secretary deter-

4 mines the person poss • ·es the ability, rxperience, financial 

5 resources, and other qualifications necessary to enable him 

6 to conduct the proposed operations of the fi hing ves el to 

7 meet competitive condition and promote the utilization of 

8 fishery resources. 

9 "SEO. 1402. TERMS A D CONDITIONS OF CONTRACT.-

10 The Secretary hall include in each contract a provi ion-

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

"(a) that any new vessel constrncted nnder a con­

tract will he hnilt in a shipyard in tho United Stntcs 

under a contract with a hipbuilder entered into after 

the effective date of this Act; 

" (b) that any new vessel acquired under a contract 

will be one that ·'i"vas built in a ship rarcl in the United 

States for the U nitecl States Government under a con­

tract with a shipbuilder entered into after the effective 

date of this Act; 

" ( c) that any ves el ubstantially reconstructed un­

der a contract will be one that was built in a shipyard in 

the United States and will be substantially reconstructed 

in a shipyard in the United States under a contract with 

n, . hiphni]der entcrrcl into nftcr the rITrrti 7e date of th1~ 

Act· 
' 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

22 

" (cl) that any vessel constructed, ac(p1ired, or sub­

stantially reconstructed under a contract will be of a 

type, size, and speed that the Secretary determines to he 

suitable for use on the high seas or Great Lakes; 

" ( e) that any vessel constructed, acquired, or sub­

stantially reconstructed under a contract negotiated under 

section 1 (a) will be of a type which the Secretary of the 

Navy certifies is suitable for economical and speedy con­

version into a naval auxiliary or otherwise suitable for 

use by the United States in the event of war or national 

emergency; 

" ( f) for the creation and maintenance of a capital 

reserve fund; 

"(g) for the approximate number and itype of ves­

sels which the contractor will construct, acquire, or sub­

stantially reconstruct subject to modifications and exten­

sions upon a showing to the ,satisfaction of the Secretary 

of acceptable reasons for modifications or extensions; 

" (h) for additional tenns and conditions consistent 

with this Act, that the Secretary determines to be neces­

sary to protect the interest of the United States; 

" ( i) for the early replacement of any war-built ves­

sel nsed in the movement of cargo nncler sectfon 901 (b), 

Merchant :Marine Act, 1936, f1S amended; 

" ( j) that each contractor agrees not to incur any 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

]1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

purchase money indebtedness with respect to any vessel 

constructed, acquired, or subs1tantially reconstructed 

under a contract without the prior consent of the 

Secretary; 

" (k) that upon failure of the contractor to construct, 

acquire, or substantially reconstruct any vessel as pro­

vided 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 1\f arine 

Act, 1936, :ui nrnended, anrl no fnrther deposits may he 

made by the contractor until a nmv contract is nego­

tiated; a.nd 

" (1) that the contractor agrees that any vessel con­

structed or acquired under a contract will remain docu­

mented under the laws of the United States for twenty­

five years from the date of its delivery by the shipbuilder 

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 determined by the 

Secretary. 

"SEC. 1403. CREATION AND MAINTENANCE OF OAPI-
')0 

"-'
0 TAL RESERVE FUND.- (a) Each contractor shall create and 

24 maintain for the duration of the contract, in depositories ap-



24 

1 proved by the Secretary, a capital reserve fund under the 

2 joint control of the operator and the Secretary. 

3 "(b) Each contractor shall deposit in the capital reserve 

4 fund as is required to be deposited by subsidized operators 

5 under section 607, Merchant Marine Act, 1936, as amended, 

6 the proceeds of sales of vessels, the proceeds of insurance 

7 and indemnities, the depreciation charges, as earned, and 

8 the earnings made on deposits in the capital reserve fund, 

9 and shall annually deposit any percentage of differential 

10 payments received on the movement of cargo under section 

11 901 (b), Merchant Marine Act, 1936, as amended, that 

12 the Secretary determines is from profits and is necessary 

13 to fulfill the contractor's obligation under the contract. 

14 " ( c) The contractor may deposit in the fund other earn-

15 ings from his vessel operations. 

16 "SEC. 1404. TL~ DEFERME TT OF DEPOSITS IN THE 

17 FUND.- (a) Deposits of capital gains into the fund are taxed 

18 in the same manner as deposits of capital gains by subsidized 

19 operators under section 607, Merchant Marine Act, 1936, as 

20 amended. 

21 " (b) Deposits of earnings and differential payments into 

22 the fund are taxed in the same manner as deposits of earnings 

23 of subsidized operators under section 607, Merchant Marine 

24 Act, 193 6, as amended. 

25 "SEC. 1405. WITHDRAWALS FROM THE FUND.-

25 

1 Contractors may withdraw deposits from the fund with the 

2 same restriction and limitation, under the same conditions 

3 and with the same tax consequences as deposits may be with-

4 drawn from the capital reserve fund by subsidized operators 

5 under section 607, Merchant Marine Act, 1936, as amended. 

6 "SEC. 1406. INVESTMENT OF THE FuND.-Contractors 

7 may invest deposits in the fund under the conditions and 

8 with the same restriction as deposits of subsidized operators 

9 under section 607, Merchant Marine Act, 1936, as amended. 

10 "SEC. 1407. DISCONTI.JUANCE OF DIFFERENTIAL 

11 P AYMENTS.-N o operator of a nonsubsidized vessel may re-

12 ceive any differential payments for cargo moved by such ves-

13 sel under section 901 (b), Merchant Marine Act, 1936, as 

14 amended, unless the operator has concluded a contract with 

15 the Secretary under this Act before January 1, 1968. 

16 "SEC. 1408. DEFINITIO~s.-In this Act-

17 " (a) 'Contract' means a ve sel construction, acqui ition, 

18 or reconstruction contract authorized by this Act. 

19 "(b) 'Differential payments' means the payments made 

20 by the United States Government to operators of United 

21 State -flag merchant ve sels for the movement of cargo 

•22 under section 901 (b), Merchant Marine Act, 1936, as 

23 amended, at rates in excess of world market rates. 

24 " ( c) 'Documented' includes enrolled. 
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1 " ( d) 'Earnings from the operation of vessels' includes 

2 hire from bareboat charters. 

3 " ( e) 'Earnings made on deposits' means earnmgs on 

4 funds deposited as well as earnings on accumulated earnings 

5 'and gains made on sale of securities. 

6 " ( f) 'Fund' means the capital reserve fund authorized 

7 by this Act. 

8 " (g) 'N onsubsidized vessel' means any vessel not in-

9 eluded in an operating differential subsidy contract under the 

10 Merchant Marine Act, 1936, as amended. 

11 "(h) 'Person' includes corporation. 

12 " ( i) 'Reconstruction' mean~ foe substantial reconstruc-

13 tion and major modernization of a vessel if the Secretary 

14 detem1ines that the objectives of this Act will be promoted 

15 by such reconstruction. 

16 " ( j) 'Secretary' means the Secretary of Commerce in 

17 reference to powers and duties relating to contracts for the 

18 construction, acquisition, or substantial reconstruction of mer-

19 chant vessels and means the Secretary of the Interior in 

20 reference to powers and duties relating to contracts for the 

21 construction of fishing vessels. 

22 " (k) 'Subsidized operators' means persons who have an 

23 operating-differential ubsidy contract under the Merchant 

24 Marine Act, 1936, as amended. 

27 

1 " (1) 'Vessel' includes non-self-propelled vessels, cargo 

2 containers, cargo vans, and other related equipment. 

3 " ( m) 'War-built vessel' means a vessel as defined in 

4 section 3, Merchant Ship Sales Act, 1946." 
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