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NATIONAL SECURITY COUNCIL 
WASHINGTON 0 C 20506 

3865 

June 4, 1993 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: ^ ROBERT G. BELL 

FROM: KEITH HAHN 

SUBJECT: OMB Request f o r Views RE: H.R. 2151, Maritime 
Security and Competitiveness Act of 1993 

Attached at Tab I I i s the second i n s t a l l m e n t of the House 
Merchant Marine and Fish e r i e s Committee e f f o r t t o l e g i s l a t e the 
Maritime R e v i t a l i z a t i o n program t h a t was determined t o be 
unaffordable by the NEC-chaired interagency working group about 
three weeks ago. This IWG decided t h a t we need t o l e t DoD 
complete i t s Bottom-Up Review t o determine n a t i o n a l s e c u r i t y 
s e a l i f t requirements before committing a large amount of money to 
new subsidy programs f o r the maritime i n d u s t r y . There w i l l be 
several more d r a f t b i l l s covering the other aspects of the 
Transportation proposal t h a t were not adopted by the IWG. The 
IWG now hopes t o develop options by October -- too l a t e f o r t h i s 
year's budget. 

This s p e c i f i c b i l l seeks to e s t a b l i s h a new operating 
d i f f e r e n t i a l subsidy (ODS) program to replace the e x i s t i n g 
program which w i l l e xpire i n 1996. Under the c u r r e n t ODS 
program, the f e d e r a l government pays the d i f f e r e n c e between wages 
on U.S.-flag ships and wages on t h e i r p r i n c i p a l competitor's 
f o r e i g n - f l a g ships. ODS contracts now cover 54 l i n e r ships and 
29 bulk ships, and payments are expected t o t o t a l $224 m i l l i o n i n 
1993 (an average per ship subsidy of about $3.2 m i l l i o n ) . 

Under t h i s l e g i s l a t i o n , up t o 90 l i n e r and 20 bulk ships would be 
subsidized, o s t e n s i b l y t o meet defense requirements f o r s e a l i f t 
capacity. DoD has not yet i d e n t i f i e d the amount of l i f t i t would 
need, but estimates are more i n the range of 10-20 ships. This 
b i l l would o f f e r l i n e r s new contracts t o t a l l i n g over $2 b i l l i o n 
over ten years. The contracts would provide annual per ship 
payments of $2.6 m i l l i o n f o r FY96, and $2.1 every year 
t h e r e a f t e r . No e f f o r t has been made i n the b i l l t o i d e n t i f y 
where these funds would come from, although i t i s o f t e n suggested 
t h a t DoD should cover these costs. 

Concurrences by; Jeremy Rosner, Stevj^ Jones and Alan Kreczko 



RECOMMENDATION 

That you sign the memorandum at Tab I in d i c a t i n g our non-
concurrence i n t h i s l e g i s l a t i o n u n t i l the Administration has 
reviewed a l l options for r e v i t a l i z i n g the Maritime industry and 
i d e n t i f i e d sources of funds for t h i s program. 

Attachments 
Tab I Memorandum for Signature 
Tab I I Incoming Correspondence 



3865 
NATIONAL SECURITY COUNCIL 

WASHINGTON D C 20506 

MEMORANDUM FOR JAMES J. JUKES 

FROM: WILLIAM H. ITOH 

SUBJECT: OMB Request for Views RE: HR 2151, Maritime 
Security and Competitiveness Act of 1993 

The National Security Council st a f f does not concur i n the 
subject draft l e g i s l a t i o n . We believe that l e g i s l a t i o n should 
not be submitted u n t i l a l l options for r e v i t a l i z i n g the Maritime 
industry have been reviewed and sources for required funds have 
been i d e n t i f i e d . 
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LBOIBLATZVB BBTBHRAL MEMORAMDOM 
UUf #Z-504 

TO: Logislatlvft Liaison Officer -

ACRIC-CR - Robin Rorapaugh (all testiaony) - (202)720-7095 
COMNERCB - Michael A. Levitt - (202)482*3086 - 324 
DEPENSE - sanuel T. Brick, J r . • (703)697-1305 - 325 
JUSTICE - Palth Burton - (202)514-2141 - 217 
LABOR - Robert A. Shapiro - (202)219-8201 - 330 
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FÎ OM: JAMES J. JUKES (for) 
Assistant Director for iglslatlve Reference 

OHB CONTACTI JlB BROWN (395-3473) 
secretary's line (for simple responses)! 395-S4S4 

SOBJECT: OMB Request for views RE: HR 2151, Marltlne 
Security and Coupetltlveness Act of 1993 

D̂ ADLZMBt 5100 P.M. PRZDAY June 4, 1993 

Ĉ l̂ BNTBt A Mouse Merchant Marine and risher les suboomnlttee will 
ĥ d̂ e hearing on this b i l l on May 25. 

reguests the views of your agency on the above subjeot before 
Lslng on Its relationship to the progran of the President, In 

accordance with OMB Circular A-19. 

viease advise us if this iten v i n effect direct spsnding or 
rA^eipts for purposes of the the "Pay-As-You-Co" provisions of 
v i ^ l * Of the onnibus Budget Reooneiliation Act of 1990. 

j 1 

M4g DiBari 
J^nn HoClelland 
Bob Damus 
V|Aoe Foster 
cyAdl Vallina 
A: An Rhlnesnlth 
M dhael Delch 
RAger Adkins 
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LRM #Z-S04 

RI8P0HSE TO LB0Z8LATZVB IBPBRRAL MBMORAMDUM 
I 

l i your response to this request for views is sinple (e.g., 
concur/no connent) we prefer that you respond by faxing us this 
r44ponse sheet. If the response is sinple and you prefer to 
cell/ please oall the branch-vide line shown below (NOT the 
analyst's line) to leave a ness&ge vith a secretary. 

I 

Y6U nay also respond by (l) calling the analyst/attorney's direct 
line (you v i l l be connected to voice nail if the analyst does not 
answer); (2) sending us a neno or letter; or (3) if you are an 
oXdIS user in the Executive office of the President, sending an 
Etna11 nessage. Please inolude the LRM nunber shown above, and 
tli4 subjeot shown below. 

T<1 Jin BROWN 
Office of Management end Budget 
Fax Numbers (202) 395-3109 
Analyst/Attorney's Direct Number: (202) 395-3473 
Branch-Wide Line (to reach secretary)x (202) 395-3454 

riOM: (Date) 

, , (Name) 

(Agency) 

(Telephone) 

sOBJECTt OMB Request for Views RE: HR 2151, Maritime 
Security and Competitlvsness Act of 1993 

T̂ ^ folloving is the response of our agency to your request for 
v^ws on the above-captioned subject: 

I • 

i Concur 
I 
I 

i Mo objection 
1 

I No comment 
See proposed edits on pages _________________ 

I 
I 

Other: 
FAX RETURN Of pages, attached to this 

response sheet 
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103D CONGRESS 
1ST SZSSION 

OMB LRD/ESGG 004 

H1.C. 

H.R. ai6'i 

IN THE HOUSE OF REPRESENTATIVES 

ISr. 8-nn>DS (for bijn««]f tad Mr. IJPINSKZ) introdoê d tht Mowiaf biSj 
which WU nferW te th« CommioM on 

A BILL 
i 

To amend ths hferehant Miirint Act, 1936, to establith the 
Maritime SeSOiity Heet prjogram, and for other purposei " 

1 Btii tnacUd hy th$ Stnati and Houu tfBipnmiO' 

2 Hvurf0iiUnitidStatiiofSm€ricainC(>ngrwa$mnbUd, 

3 t»CnON l.iBOftT TTIUL 

4 Thii Aot ma7 be cit̂ d as tht "Maritimt 8eearit7 and 

5 CompetitTvehessActof 1̂ 93". 

6 raatiFimPOSIOf taS^IERClUNTMABZNIACTf itsc. 

7 Section 101 of the Merchant >Carinf Act, 1936 (46 

8 App. U.S.C. 1101) is amended to read as foUows: 
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1 •^EC. lOU FOSTERINO DEVELOPMENT AND MAINTENANCE 

2 or MERCHANT MARINE. 

3 "The Secretaiy of Transportation ihall carrr out this 

4 Act in a manner that ensures the existence of an operating 

5 fleet of United States documented vessels that is 

6 

7 

8 

9 

10 

11 

12 

13 

14 

13 

16 

17 

18 

19 

20 

21 

22 

23 

"(1) sufficient to cany the domestic water-

borne commerce of the United States and a substan­

tial portion of the Water-borne export and import 

forei^ commerce of the United Sutes and to pro­

vide shipping service essential for fĥ int.̂ 'njŷ y ĥt 

flow of such domestic and foreign water-boms com* 

meres at all times; 

"(2) adequau to serve as a naval auxiliary in 

time of ̂ rar or national emergenty; 

''(3) owned and operated by dtixens of tht 

United SUUs, U thelcxUnt practicable; 

"(4) composed of the best-equipped, safest, and 

most modem vessels; 
I 

*'(5) manned witih ths best trained and efficient 

personnel who are citisens of ths United States; and 

"(6) supplemented by modem and efficient 

Unltsd Sutss fiunliti^ for shipbuilding and shq» re* 

pair. . 
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1 8EC. 1 MARITIME SECVKITY FLEET PROGRAM. 

2 . (a) EsTABUSiDiE.NT OF PROGRAM.—The l̂erchant 

3 Marine Act 1936 (46 App. U.S.C. 1101 et leq.) is amend-

4 ed inserting after title HI the following new title: 

5 •TITIJE rv—MARITIME SECURITY 
6 FLEET PROGRAM 
7 "SEC. 401. ESTABLISHMENT OF MARITIME SECURITY 

8 FLEET. 

9 "The Secretaiy of Transportation shall establish a 

10 fleet of active commercial vessels to enhance sealift capa-

11 bilities and maintain a presence in intemational commer-

12 cial shipping of United Suus documenud vessels. The 

13 fleet shall be known as thf 'Maritime Security Fleet'. 

14 *8EC. 40S. COMPOSmON OF FLEET. 

15 "The Fleet shall cofasist of privately owned UniUd 

16 Suus documenud vessels for which there are in effect 

17 operating agreements. 

18 *'8Ba 408. VS88EL8 BU<aiLE rOR ENROLLMENT IN FUEST. 
I 

19 "(a) IN GENERAL.—iA vessel is eligible xo be em ŝd 

20 fai ths Fleet if ths Secreiary decides, in accordance with 

21 this section, that h is eligible. Ths Secretary may decide 

22 whether a vessel is eligible to be enrolled in ths Fleet only 

23 pursuant to an eligibility decision application submitud to 

24 the Secretaiy by the owner or operator of the vessel. The 
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1 sion application for the Vessel by the owner or operator 

2 of the vessel. 

3 "(b) VESSEL EuoiBnjTT AND LISTING.—The Sec-

4 retary shall decide that a vessel is eligible to be enrolled 

. 5 in the Fleet if— 

6 "(1) the person that will be the contractor with 

7 respect to an operating agreement for the vessel 

8 agrees to enur into an operating agreement with the 

9 Secretary for the vessel under section 404; 

10 "(2) the vessel is not built in a foreign sub-

11 sidised shipyard nnd̂ r a contract entered into on or 

12 after May 19, 1993; 

13 "(3) ths personi that will be a contractor with 

14 respect to an operating agreement tor the vessel is 

15 a citisen of ths United Suus; 

16 ''(4)(A) the vessel is a United Sutes doca* 

17 mented vessel on Mâ  19, 1993; 

18 *«(B) ths vessel 

19 "(i) a Unked Suus documented vessel 

20 afUr May 19,1993; and 

21 "(ii) not more than 10 years of age on the 

22 daU of that docrimenUtion; or 

23 "(C) if the veŝ l is not in eadsunce on that 

24 date— 
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FAHAiŜ MMTlVMARREFOOl Hl.C. 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

"(i) the person that will be the contractor 

with respect to dn operating agreement for the 

vessel has entered into a binding contract with 

a shipyard for the delivery of a vessel that the 

Secretaiy decides will othenrise be eligible 

under this subsection; and 

"(ii) an opeî tmg agreement for the vessel 

u entered into by not later than 30 months 

after the daU ot submittal of the application; 

and 

"(5) the vessel Isi self-propelled and is— 
i 
I 

"(A) a cont̂ ner vessel with a capacity of 

at least 750 Twehtj-foot Equivalent UsiU; 

"(B) a roIl-pn/roll-o£P vessel with a cany-

ing opacity of 4t least 10,000 square feet or 

500 Twenty-fbot lEqaivalent Units; 

"(C) a L A ^ vessel with a barge capacity 

of at least 75 baiges; 
1 

"(D) a ves^ subject to a contract under 

title 71 on May 9̂, 1993; or 

"(E) any other type of vessel that is suit­

able fbr nss by tiie United Sutes for national 

defense or militaxy purposes in time of war or 

national emergency. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

"(I) DETERiONATiON.—The Secretan* shall 

make determinations under subsection (b) for each 

vessel for which an eligibility decision application is 

submitted under this section. 
i 

"(2) WRnTE.v; EXPLA.VATION.—The Secretaiy 

shall provide to the person that submits an eligibility 

application for a vessel a writUn explanation of any 

decision that the vessel is not eligible for enrollment 

in the Fleet 

"(d) LIST OF Euosts VESSELS. 
i 

"(I) IN GENERAL.—Ths Secretaiy shall main­

tain a list of vessels that the Secretary decides in ac­

cordance with this section are eligible to be enrolled 

inths Jleet 

"(2) REMOVAL OF VESSELS FROM UST.—Ths 

Secretaiy shall remote a vessel from the list mam-

tained tmder this subsection, and the vessel shaD not 

be an eligibls vessel fjor puiposes of this title— 
I 

"(A) at an̂  time that ths conditions for 

eligibility under subsection (b) are not folfOled 

for ths vessel; or 

"(B) if the sutus of the person who sub­

mitted an eligibaity decision application for ths 

vessel, M owner or otxrttor of the vessel. 
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I 

2 

3 

4 

5 

HXC. 
m 
I 

**(i) the ONHxer or operator of the ves­

sel fkils to submit a new eligibility' decision 

application for the vessel; or 

"(ii) such an application is not ap­

proved by the Secretary. 

6 '^EC. 404. OPERATING AGR£BMENTS> GEâ ERALLY. 

7 "(a) REQCIREMENT : FOR ENROLLMENT OF VES-

8 SELS.—A vessel may be enrolled in the Fleet only if it 

9 is an eligible vessel for î̂ ch the owner or operator of 

10 the vessel applies for and ienUrs into an operating agree-

11 ment with the Secretary u4der this section. 

12 "(b) PRIORITT FOR iwABDWO AGREEMENTS.—The 

13 Secretary shall enter into operating agreemenu according 

14 to the following priority: 

15 "(I) VESSELS UNDE* ODS CONTRACTS.—For 

16 operating agreemenu that are effective before Sep-

17 tember 80, 2000, any vessel that is or will be owned 

18 cr operaUd by a persbn that— 
i 

19 "(A) is a pir^ to an operating-differential 

20 wo3My contract entered into under title VI; 

21 and 

22 "(B) is or win be operating that vessel 

23 under that eontr̂ t; 
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I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

U 

12 

13 

14 

15 

16 

17 

18 

19 

20 

if the authority to (Operate the vessel under the con­

tract is terminated under an agreement with the 

Secretary. 

"(2) OTHER VESSELS OWNED BT CITIZENS.— 

To the extent that amounU are â 'ailable after ap-

plying paragraph (1), any vessel that is— 

"(A) owned and operated by a person that 

is a citisen of the Uniud Suus under section 

2 of the Shipping Act, 1916; and 
I 

"(B) on the list maintamed under section 

403(d). 

"(3) OTHER ^^SSELS.—To the extent that 

amounts are available after applying paragraphs (1) 

and (2)̂  any vessel that ia— 
i 
1 

"(A) owned and operated by a person that 

is eligible to dicomsnt a vessel under chapter 

121 of title 46, lUnited Staus Code; and 
I 

"(B) on the list msintahied under section 

408(d). 

"(c) PROHJBITXON ON ENTERDTG AGREEMENTS.— 

21 The Secretaiy may not edter into sn operating agreement 

22 for a fiscal year only to ttie extent that annual appropria-

23 tions laws plaee a limit on the total amount of operating 
24 agreemenu that the Secretary may enter mto and obligau 
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9 

1 "(d) PRdmBiTiON o.v VESSEL Cô -ERAGE.—A vessel 

2 may not be covered by an operating agreement if the vessel 

3 is covered by an operation-differential subsidy contract 

4 under title VI 

5 "(e) T M E LDOT FOR DECISION ON ENTERING OP-

6 ERATING AGREEMENT.—To the extent that the Secretary 

7 is not restricted from entering into contracU under sub-
I 

8 section (c), the Secret&iy ishall enUr an operating agree-

9 ment for a vessel within 9Q days after making the decision 

10 that the vessel is eligible to be enrolled in tbe Fleet under 

11 section 403(a). 

12 "(f) ErTEcnvs D^TB OF OPERATING AGREE. 

13 MENT.—Except as provided in s'ection 3(b) of the Mari-

14 time SecuriQr and Competitiveness Act of 1993, the effee-

15 tive daU of an operating ajp̂ ement may not be later »̂ «n 

16 the later of— 

17 "(1) 30 days a ^ the daU the agreement is 

18 entered; or 

19 "(2) the dau the vessel covered by the sgree-

20 ment enters into tĥ  trade re<iaired under section 
21 405(a)(1)(A). 

22 "(g) EXPIRATION OF OFFERS FOR AOBXSKENTS.— 

23 Unless extended by the Secretary, an offer by the Sec-

24 retary to enUr hito an o|perating agreement under this 
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10 

1 **(h) LENGTH or AGREEMENTS.—An operating 

2 agreement is »ffecti>e for 10 vears from the effecti%*e dau 

3 of the agreement 

4 "(i) TERMINATION ot AGREE3£E.NT FOR FAILCRE To 

5 PLACE VESSEL,—An operating agreement entered into by 

6 the Secretaiy pursuant to subsection (b)(1), and the righu 

7 under that agreement, are terminaud at the end of the 

8 90-day period beginning on the daU the agreement is en-

9 Ured into unless a vessel from the list mainuined under 

10 section 403(d) is covered by the agreement before the end 

11 of that period. 

12 "g) REPATMENT REQUIREMENTS.-
\ 
t 

"(I) NoNCOMPtjzANcE.—A contractor that fails 

to comp̂  with the terms of an operating agreement 

shaO bs habls to the Uniud Suus (kvemment fbr 

all amoonU received by the contractor as paymenu 

for ths vessel under Ithis title with respect to the pe­

riod of that noncompliance. 
i 

"(2) FaiLtmS Tb OPERATE REPLACEMENT VES­

SEL*—A contractor iimder an operating agreement 

that oovers a vessel that is 25 or more yean of age 

and that fsils to ret>lace the vessel as provided in 

section 405(a)(3)(A) or (B) shall be liable to ths 
I 

Uniud Sutes (Sovermnent for all amounu received 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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this title with respect to periods after the date the 

vessel becomes 25 years of age. 

"(k) BINDING OBUGATION OP GOVERNMENT.—An 

operating agreement constituus a contractual obligation 

of the Uniud Sutes Gk>vemment to pay the amounu pro-

Wded for under that agreement. 

"SEC. 406. TERMS OP OPERATING AGREEMENTS. 
I 

"(a) OPERATING AOBEEMENT REQUIREMENTS.-An 

operating agreement shall, during the effective period of 

the agreement, provide the jfoUowing: 
I 

"(1) OPERATION: AND DOCUMENTATION.—The 

vessel covered br the Operating agreement— 
i 

"(A) shall bi operaud fai the foreign trade 

or domestic trad̂  allowed under a regisuy en­

dorsement for tl^ vessel issued under section 
I 

12105 of title 46j UniUd States Code; 

"(B) may n^ be operated in ths coastwise 

trade of ths Uniud Suus or in mixed coast­

wise and foreigî  trade, except for coastwise 

trade allowed untier a registzy endorsement is­

sued for ths vessel under section 12105 of title 

46, United 8UU$ Code; and 

"(C) shaU be documented under chapter 

121 of title 46, United Suus C^e. 
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"(2) ANMTAL P.ii-MENTS.-The SecretAiy shall 

pay the contractor, in accordance with this sub­

section, the following amounu for each fiscal year in 

which the vessel is operated m accordance with the 

agreement: 

"(A) For fiscal year 1996, $2,300,000. 

"(B) For each fiscal year after fiscal year 

1996, $2,100,000. 

"(3) TERMINATION BASED ON AGE OF VES-

SEL.—The operating agreement shall terminau on 

the dau the vessel covered by the agreement is 25 

yesrs of age, unless-i 

"(A) the cohtractor agrees to acquire a re­

placement for the vessel from among vessels on 

the list maintainjed under section 403(d); and 

"(B)(i) b the case of a vessel to U 

placed with a nSw vessel, the contractor enters 

Into a bindfaig cbntrsct with a shipyard fbr the 

dslhrwy, by not later than 30 months after ths 

later of the daU' the operating agreement is en­

tered bto or thi dau the vessel lutgect to ths 

operating agreement is 25 years of age, of the 

replacement vessel; or 

"(ii) in the case of a vessel to be" replaced 
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the replacement vessel from among vessels on 

the list maintained under section 403 fd), bj' not 

laur than 12 months after the later of the date 

the operating agreement is entered into or the 

dau the vessel subject to the operating agree­

ment is 25 years of age. 

"(4) AvAiLABninr OF VESSEL.— 

"(A) Lv GENERAL.—On a request of the 

President during time of war or national emer̂  

gency or when considered by the President, acv 

ing through ths i Secretary b consulution with 

the Secrttazy of Defense, to be necessaiy m ths 

murest of natioiial security, and subject to sub­

paragraph (B), itM contractor as soon as prac­

ticable shall, as lipecified by the Secretaiy— 

"(i) mike the vessel covered by the 

agreement available to the Secretaiy under 

a time charter, or 

"(ii) pijovide space on the vessel cov­

ered by the iagrê nent to the Secretaiy on 
t 

a guaranteed basis. 

"(B) CONX̂ mON FOR CHARTER.—Ths 

Secretaiy ahaU allow a contractor to comply 

with this paragraph by providing space on a 
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1 Secretary- deterxhines that it is necessaiy m the 

2 murest of national security that the contractor 

3 make the vessel available under a time charter. 

^ "(5) DELIVERT OF VESSEL.—The contractor 

5 shall deliver a vessel to the Secretaiy pursusnt to a 

6 time charter under paragraph (4)(A)(i), as specified 

7 b the request for the vessel— 

8 "(A) at the first port b the Uniud Suus 

9 the vessel is scheduled to call after the daU of 

10 receipt of the request; 

*1 "(B) at tĥ  port b the Uniud Suus to 

12 which the vessel is nearest on the daU of re-

13 eeipt of the request; or 

"(C) b any other reasonable manner au-

15 thorised by the agreement and specified b the 

16 request 

17 "(6) DELIVERY 6O8T8.—Ths Secretaiy shaU re-

18 imburse ths contractor for cosU incnired by the con-

19 tractor b delivering ihe vessel covered by the agree-

20 ment to the Secretaiy b accordance with the agree-

21 ment 

22 "(7) CoMPENSAtiON.—Ths Secretary shall pay 

23 the contractor, ss piWded b the operating sgree-

24 ment, reasonable compensation at reasonable com-
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chartered or the contractor pro\'ides space on the 

vessel under paragraph (4). 

"(3) REQHRED OPERATION 

"(A) hi GtNERAL.—A vessel covered bv 

the operating agreement shaU be operaud m 

the trade required under paragraph (1) for at 

least 320 days b a fiscal year, including days 

during which the \-essel is diy-docked, surveyed, 

inspected, or repMred. . 

"(B) REDĈ nnoN IN PAYMENTS.-If a ves­

sel operaus b the trade required under para­

graph (1) for less than the time required under 

subparagraph (A), the paymenU required under 

paragraph (2) shall be reduced on a pro-raU 

basis to reflect tlie lesser time b that operation. 

"(9) StTBSTXTUtlON OF VESSELS AUTHOR* 

IZED.—The contractor may substituU for the vessel 

covered by the agreebent another vessel on the list 

mafatabed under seciion 403(d). 

"(10) TERMINATkON FOR FAILURE TO OPERATE 

OR SUBSTITUTE.— T̂he operating agreement is ter̂  

minated if— 

"(A) ths vessel covered by ths egreement 

not operaud under an operating agreement for 
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"(B) a substitute for that vessel is not op-

erated under the agreement during that vear. 

"(b) pATME.vrs.— 

"(1) Lv GE.VERAL.—The amount required to be 

paid by the Secretaiy each year to a contractor 

under an operating agreement pursuant to sub­

section (a)(2)— 

"(A) ahall be paid at a pro raud amount 

at the beginning of each month b equal install­

ments; and 

"(B) except as provided b paragraph (2), 

may not be reduced by reason of operation of 

the vessel covered by the agreement to cany ci­

vilian or militaiy: preference cargoes under— 

"(i) section 901(a), 901(b), cr 901b; 

"(ii) s ^ n 2631 of tiUs 10, UniUd 

8UUs Codej or 

"(iii) the Act of March 26, 1934 (48 

Sut 500). 
I 

"(2) REDUCTION FOR PRSFERSNCB CARGO.—A 

contractor with respect to a vessd may not receive 

any payment under ^ title for any day b which 

the vessel is engaged b transporting more »̂ i>n 

5,000 tons of preference cargo described b para-
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1 graph (1)(B) that ii bulk cargo (as defined m sec-

2 tion 3 of the dhippbjg Act of I9d4). 

3 "(c) REDEUVERT OF VESSELS.—The Secretary-

4 shall, upon the terminatipn of the need for which a vessel 

5 is delivered under an operating agreement, retum the ves-

6 sei to the contractor— 

7 "(1) at a place that is mutually agreed upon by 

8 the Secretaiy of Defense and the contractor, and 

9 "(2) b the condition b which it was delivered 

0 to the Secretaiy, excluding normal wear and Uar. 

1 "(d) TRANSFER OF:OPERATING AGREEMENTS.—A 

2 contractor under an operating agreement may tranafer the 

3 agreement (bduding sH righU under the egreement) to 

4 any other penon that is a citizen of the United States, 

5 after notification of ths Secretaiy b accordance with regu-
I 

6 lations prescribed by the Secretaiy. A pervon to whom an 

7 agreement is transfeired bay tecexvs paymenU from the 

8 Secretaiy under the agreejnent only if the vessel to be cov-

,9 ered by the agreement ajfter the tiansfier is on ths list 
t 

20 mabtabed under section 403(d). 
i 

21 *9Ba 401 MokcONnOUOl̂  TRADE RBtTRZCTI0N& 
i 

22 "(a) PROBZBmON.--̂  

23 "(1) IN GENERIL.—Except as provided b this 

24 section, a contractor may not receive any payment 
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^ *'(̂ ) contractor or a related part}- \rith 

2 respect to the Contractor, directly or mdirectly 

3 owns, charters, or operates a vessel engaged m 

4 the transportation of csrgo b noncontiguous 

5 trade, other than b sccordance with a wah'er 

6 under subsection (b) or (c); or 

7 "(B) for noncontiguous trade for which 

8 there is a waiver under subsection (b) or (c), 

9 there is fr-

"(i) material change b the domestic 

11 ports served firom the poru petttitud to be 

12 served undê  the waiver; 

1̂  "(ii) olaterial increase b the annual 

1̂  number or the frequency of sailings from 

1̂  the number or frequency permitted under 

1̂  ths waiver; sr 
i 

17 "(iii) baterial bcrtase b the annual 

Tohune of e4rgo carried or annna] capacity 

utiUsed firom the annual volume of cargo 

or animal Capacity permitted under the 
21 waiver. 
22 "(2) LatrtATioifs ON PROHiBmoK.—Para-

23 graph (1) applies to k contractor only b the years 

24 STjecified for navm^nt^ nn^l^r fht> o-n»n»Hny tttn-tLA. 

18 

19 

20 



05/26/93 13:27 OMB LRD/ESQG 022 

P:\2iA5\MMFl\MAftREF.00l Hi.C. 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 
24 

19 

••(b) GENERAL W A I ^ AITHORJTT.— 

"(1) LN GENERAL.—Except as prô •ided b sub­

section (c), the Secretaiy shall wai\'e. b writing, the 

application of subsection (a) to a contractor pursu­

ant to an applicatiob submitted b accordance with 

this subsection, unless the Secretaiy finds that— 

"(A) the waiver would result b unfair 

competition to Sny person that operaUs vessels 

as a earner of cargo m a service exclusively b 

the noncontiguobs trade for which the waber is 

applied; 

"(B) existaî  service b that nozuH>ntiguous 

trade is adequate; or 
i 
i 

"(C) the waiver will result b prq'udice to 

ths objoatM or policy of this title or Act. 

"(2) TERMS OF: W A T ^ - A n y wahrer granted 

by the Secretaiy unier this subsection shall sute— 

"(A) the domestic ports permitted to be 

served; 

"(B) the a|inual number or fre<2uency of 

sailings that may be provided; and 

"(C)(i) the: annual volume of cargo per­

mitted, 

"(ii) for containerized or trailer senrice, the 
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taber and traijer or vehicle or general cargo ca-

2 pacity permitted, or 

"(iii) for tiug and barge sen-ice, the annual 

barge house cubic foot capacity and the annual 

barge deck gejieral cargo capacity, or 40-foot 

6 equivalent unit| contaber, tnuler, or vehicle ca-
7 pacity, pennittid. 

3 "(3) AppucATiONs FOR WAIVERS.—An applica-

9 tion for a waiver under this subsection may be sub-

10 mitted by a contractor and shall describe, as applica-

11 ble, the nature and ôpe of— 

"(•̂ ) ^ abrvica proposed to be conducUd 

b a noncontiguous trade tmder the waiver; or 

"(B) any proposed materia] change or b-

orease b a senrice b a noncontiguous trade 

permitted under an eidsdng waiver. 

17 "(4) AonOK Olt APPLICATION AND HEARING.— 

"(A) NonicB AND PROCEEDINO.—Withm 

30 dayi after Receipt of an application for a 

waiver nnder this subsection, ths Secretaiy 
21 shaO— 

22 *<(i) pttblish a notice of the applica-

23 tion; and 
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21 

"(ii) begb a proceeding on the appli­

cation under section 554 of title 5. United 

Suus Code, to recei\-e— 

"(I) evidence of the nature, 

quantity, and quality of the existing 

service b the noncontiguous trade for 

which the waiver is applied; 

"(U) a description of the pro­

posed service or proposed material 

change or bcrease b a previously per-

mitu4 service; 

"iCni) the pngecud effect of the 

proposed service or proposed material 

chanĝ  or bcrease b existing serrice; 

and 

"jdV) recommendations on condi­

tions that should be oontabed b any 

waiver' for the propoeed service or ma­

terial ̂ hange or bcrease. 

"(B) INTERVENTION.-An applicant for a 
r 

vraiver under this subsection, and any person 

that operates c a ^ vessels b the noncontiguous 

trade for which is waiver is applied and that has 

any bterest b the application, may bUrvene m 
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I 
1 

1 "(C) HEiiiNG.—Before decidbg whether 

2 to grant a waiver under this subsection, the 
i ' -
1 

3 Secretaiy shall bold a public bearing b an ex-
t 

4 peditious manner, reasonable notice of which 
I 

i 

5 shaO be published. 

6 "(5) DEasiON.'i-The Secretary shall complete 

7 all proceedings and hearings on an application under 

8 this subsection and issue a decision on the record 

9 vrithb 90 days after receipt of the final briefo sub-

10 mitted for the records 

11 "(e) EXISTING NONCONTIGUOUS TRADE OPERA-

12 TORS.— 

13 "(1) IN GENERAL.—The Secretaiy shall waive 

14 the application of subsection (a) to a contractor pur» 
i 

I 15 suant to an application submitud b accordance with 
i 

16 this subsection if the Secretary finds that the conf 
I 
I 

17 tractor, or a rekted ârty or predecessor b bterest 

18 with respect to the eohtractor— 

19 "(A) engaged b bona fide operation of a 

20 Teasel as a carried' of cargo by water— 

21 "(i) b is noncontiguous trade on Ju^ 

22 1, 1992; or 

23 "(ii) bi fojnoishing seasonal senrice b 

24 a season ordinarily covered by iU oper-
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1 ation, during the 12 calendar months pre-

2 ceding Jû v 1, 1992; and 

"(B) has I operated b that senice sbce 

that time, except for burruptions of sen-ice re-

5 sultbg from Operation Desert Storm or over 

6 which the contractor (or relaud party or prede-

7 cesser b burest) had no control. 

8 ''(2) TERMS OF: warvER.— 

9 "(A) Lv GENERAL.-Except w otherwise 

10 provided b this paragraph, the le%*el of service 

11 permitted under a waiver under this subsection 

12 shall be the levSl of Service provided by the ap-

13 plicant (or relatled party or predecessor b bter-

14 est) b the relevant noncontiguous trade during, 

1̂  fof year-round service, the 6 calendar months 

16 preceding Jt̂ y I. 1992, or for seasonal serrice, 

17 the 12 calendar months preceding July 1, 1992, 
I 

18 detennined by-4 

1̂  "(i) the domestic ports eaSed; 
20 "(iO the number of sailings actuaDy 

21 made, eso^ as to bterruptions b ths 

22 sexvioe b the noncontiguous trade resuh-

23 ing firom Operation Desert Storm or over 

24 wb'ch the lapplicant (or relaud party or 
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predecessor m bterest) had no control: 

and 

"(iii) the volume of cargo carried or, 

for contamerized or trafler senice, the 40-

foot equivalent unit shipboard contaber. 

trailer, or vehicle or general cargo capacinr 

employed, or, for tug and barge service, 

the barge house cubic foot capacity and 

barge deck I general cargo capacity or 40-

foot equivalent Unit container, trafler, or 

vehicle capacity, employed. 

"(B) CER'TAIN CONTAINERIZED VES­

SELS.—If an applicant under this subsection 

was offering service as an operator of contaber-

ised vessels b noncontiguous trades with Ha­

waii, Puerto Ried, and Alaska on Jn^ 1, 1992, 

a waiver under this subsection shaD pennit the 

â îcant to conduct— 
i 

"(i) 10]l sailings each year firom ths 

West Coast |>f ths United Sutes to Hawaii 
I 

with an annual Capacity allocated to the 

service of 75 percent of the total capacity 

of ths vessels employed b the servioe on 

July 1,1992; 
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"(ii) |156 sailbgs each \-ear b each di­

rection between the East Coast or Oulf 

Coast of the United Sutes and Puerto 

Rico with an annual capacity allocated to 

the service of 75 percent of the total ca­

pacity of iu \-es5els employed b the senice 

on July 1, 1992; and 

"(iii) : 103 sailings each year b each 

direction between Washington and Alaska 

with an annual capacity allocaud to the 

service b each direction of 100 percent of 

ths total cipadty of iu vessels employed b 

the service: on July 1, 1992. 

"(C) Ĉ ERÎ AIN TUGS AND RARGES.—If an 

applicant under this subsection vris offering 

servioe as an Operator of tugs and barges b 

noncontiguous û ades with Havraii, Puerto Rico, 

and Alaska on July 1, 1992, a waiver under 

this subsection shall pennit ths applicant to 

oondnot"̂  

"(i) It sailings each year b each di­

rection betrveen ports b Washington, Or­

egon, and Northern California and ports b 

Hawaii with an annual bajTfe house cubic 
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foot equî •alent unit contaber capacit}- b 

each direction of 100 percent of the total 

of the capacity of iu vessels employed m 

the service during the 6 calendar months 

preceding July 1, 1992, annualized; 

"(ii) 253 sailings each year b each di­

rection between the East Coast or Oulf 

Coast of the United Suus and Puerto 

Rico with sn annual 40-fbot equivalent 

unit container or trailer capacity equal to 

100 percent of the capacity of iu barges 

employed b the service on July 1, 1992; 

"(iii) 37 regular^ scheduled tandem 

tow rail barge sailings and 10 additional 

single tow sailings each year b each direc­

tion betweSn Washington and ths A\mmy%^ 
I 

port range' between and inchdfa\g Anchor-
I 

age and Whittier with an annual capacity 
I 

allocated tb the service b each direction of 

100 percent of the totsl rail car capacity of 

iu vessels employed b the service on July 

1, 1992; 

"(iv) $ regularly scheduled single tow 
.1! ..1. 
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(not bdqding the port range between and 

bdudbg Anchorage and Whittier, except 

occasional dê -iations to discharge beiden-

tai quantities of cargo) with an annual ca­

pacity allocated to the senice b each di­

rection of 100 percent of the total capacî  

of iu vessels employed b the service on 

July 1, 1992; and 

"(v) Unscheduled, contract carrier tug 

and barge: service between pobu b Alaska 

not served by the common carrier service 

permitUd! under clause (iii) or (iv) and 

pobu b Washington, with an annual ca­

pacity allcioaUd to that service not exceed­

ing 100 p^ent of ths highest total capac­

ity of ths e<{uipment that was employed b 

that service b any year after 1979. 

"(D) ANin7ALlZATiON.—Capacity othsr̂  

wise re<piired b̂  this paragraph to be permittsd 

under a waiver under this subsection shaU bs 

annualised if not a seasonal service. 
I 

"(E) ADJUSTMENTS.— 

"(i) IN GENERAL.-Ths annual capac­

ity permitted under a waiver under this 
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I endar ye4r to reflect changes b the total 

2 voUune of trade on the noncontiguous 

3 trade rouU for which the wai\'er is issued. 

4 Such an a(]̂ 'ustment may not be considered 

5 to be a maurial change or increase b serv­

6 ice under' the waiver for purposes sub­

7 section (b)(3)(B). 

8 "(ii) LaMTTATiON.-An bcrease b ca­

9 pacity under this subparagraph shall apply 

10 only to the extent the contractor actually 

11 uses the ihcressed capacity to cany cargo 

12 b the pehnitted service b the cslendar 

13 year immediately following the preceding 

14 bcrease b gross product However, if a 

15 contractor: operatbg ezclusrvê  contaber-

16 ised vessels b that trade on Jufy 1, 1992, 

17 carries an ; average load fiwtor of at least 

18 90 percent̂  of permitted capacity (induding 

19 the cspaciiy, if any, both authorized and 

20 used undeii the previous sentence) doriî  9 

21 
i 

months of'ai^ one calendar year, then b 
22 the next following calendar year and there­

23 after, the requirement that additional ca-

24 pacity shall be used b the irmnediauly fd-
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1 "(3) APPUCATIONS FOR WAIVERS.—For a 

2 waiver under this subsection a contractor shall sub-

3 mit to the Secretary an application certifying the 

4 fscU required to be found under paragraph (1) (A) 
i 
I 
t 

5 or (B), as applicable. 

6 "(4) ACTION ON APPLICATION.— 

! 7 "(A) NoTiCE.̂ The Secretary shall pub-
8 Ush a notice of receipt of an application for a 
9 waiver under this subsection withm 30 days 

10 after receiving ̂ le appIicatiozL 
I i 

11 "(B) HEARING PROHIBITED.—The Sec-

12 retaiy may not conduct a hearing on an appli-

13 cation for a waiver under this subsectiozL 

14 "(O SUBMISSION OF COMMENTS.—The 

15 Secretary shall̂  give every person operating a 

16 cargo vessel b ia noncontiguous trade for whieh 

17 a waiver is applied for under this subsection 

18 and who has aby bUrest b the application a 
i 

19 reasonable opp4rtunity to submit commenu on 

20 the i^lication! and on the description of ths 

21 service that wotdd be permitted by any waiver 

22 that is granted by the Secretaiy nnder ths ap-

23 plication. 

24 "(5) DEasiON i)N APPUCATION.— 
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1 "(A) Lv <JENERAL.—Except as provided b 

2 subparagraph (B). the Secretary- shall complete 

3 all proceedings on an application under this 

4 subsection and issue a decision on the record 

5 withb 180 dajs after receipt of the application. 

6 ''(B) EXPEDITED CONSIDERATION.—Sub-

7 ject to the tiine required for publication of no-

8 tice and for receipt and evaluation of commenu 

9 by the Secretaiy, an application for a waiver 

10 under this subsection submitted at the same 

11 time the applicant applies for indusion of a ves-

12 sei b the Fleet shall be granud b accordance 

13 vrith the level of service determbed by the Sec-

14 retaiy nnder this subsection by not laUr than 

the dau on which the Secretaiy ĉ ers to the 

applicant an Oj^ting agreement with respect 

17 to that vessel | 

18 *'(6) CEANOB 4R XNCREASB IN BERVICB.—Any 

material change or inerease b a service that is sub­

ject to a waiver und^ this subsection is not author­

ise ezoept to the titm the change or inaease is 

22 permitted by a waiver under subsection (b). 

23 "(d) ANNUAL REPORT ON WAIVERS.-Each waiver 

24 under this section shaU require the person who is granted 

15 

16 

19 

20 

21 
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1 report setting forth fir the senice authorized by the 

2 waK-er— 

3 "(1) the ports sen-ed during the year, 

4 "(2) the number or frequency of saihngs per-

5 formed during the ^ar, and 

6 -'(3) the volunie of cargo carried or, for contam-

7 erised or trailer senice, the snnusi 40-foot equi\-a-

8 lent umt shipboard contaber, trailer, or vehide ca-

9 pacity utilized durihg the year, or for tug and barge 

serrice, the annual: barge house and barge deck ca* 

11 pacity tttilized durixig the year. 
i 

12 "(e) DsFDirnoNS.-Ulh this section— 

13 "(1) the Unh 'noncontiguous trade' means 

14 trade between— 

15 "(A) the contiguous 48 Suus; and 
i 

16 "(B) Alaaju, ^waii, or Pnsrto Rico; and 
17 "(2) the Unn 'hiaud part/ means— 

18 "(A) a holding company, subsidiary, affili-

19 aU, or associate of a contractor; and 

"(B) an officer; director, agency, or other 

executive of a contractor or of a person referred 

22 to b subparagijsph (A). 
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1 -SEC. 407. FUNDINO FOR IcONTINOENCY RTTAINER FLEET 

2 OPERATING AGREEMENTS. 

3 "(a) AUTHORiZATioS' OF -̂ PROPRUTio.vs.—There 

4 are authorised to be appropriated to the Secretary any 

5 amounu necessaiy to liqiiidau obligations under operat-

6 ing agreemenu. 

7 "(b) TRANSFER OF BALANCES FROM OPERATING-

8 DDTERENTIAL SL-BSIDY htooRÂ i.—Any amounu other-

9 wise a\-ailable for operatiijig differential subsi<̂  contracU 

10 under title VI that are n6 longer required for those con-

11 tracu are available, until i expended, fbr operating agree-

12 menu. 

13 -SBC. eoa. DEPzNrnoNB. 
14 "In this title: 

"(1) CoNTRAOtOR.̂ Hie term •contractor' 

means an owner or curator of a vesssl that enters 

bto an operating agxieement for the vessel with the 

Secretaiy. 

"(2) BUGIBIUTY DECISION APPLICATION.— 

UM tenn 'eligibility ilecisibn application' means an 

applicatioa for a de<iision by ths Seottaiy under 

section 403 that a ve^ is eligible to be enrolled b 

the Fleet 

"(3) ELIGESLB VESSEL.—The term 'eligible ves-

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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1 "(4) FLEET.-f-The tenn TLrt' means the Con-

2- tbgency Retaber Fleet esublished under section 
3 402. 

4 "(5) F L E E T 0PERAT0R.-The tenn "Fleet Op-

5 ' means a pejrson that is a party to an operat-

Secretary b effect under 
7 this title. 

3 "(6) OPERATING AGREEMENT.—The term 'op-

9 erating agreement̂  means an operating agreement 

10 enured bto by theiSecretaiy under section 404. 

11 "(7) SECRETARY.—The urm 'Secretaiy' means 

12 the Secretaiy of Tijmspcirution. 

"(^) tJNITBD irAl i s DOCUMENTED VESSEL.— 

14 The unn *Uniud ^uus documenud vessd' means 

15 a vessel that is dpcumehud under chapter 121 of 

16 title 46, Uniud SuUs Code.". 

17 (b) LZIOTATION ONlENTiRING AND EWECTTVENESS 

18 O'AOREBMENTS.—TheiSecretaryofTVansportationmsy 

19 not enter into an opemiing agreement under title IV of 

20 the Merdiant Marine Act, 1936, as amended by this Act, 

21 before October 1, 1994. Any operatbg agreement enUred 

22 bto under that tiUe between October 1, 1994, and Sep-

23 umber 30, 1995, may liot be effective until October 1, 
24 1995. 
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1 (c) LnnTATiON ON PATIENTS.—Notwithstanding 

2 section 405(a)(2) of the Merchant Marine Act, 1936, as 

3 amended by this Act, or ithe terms of any operating agree-

4 ment (as that Urm is xjised b that section), the United 

5 Suus CJovemment is nit obllgaud to pay, and the Sec-

6 retary of TransporUtion j may not pay, any amount pursu-

7 ant to that section for any day b which a vessel that is 

8 covered by an operating iagreement is under a charter to 

9 the United Sutes (jovernment that was enured bto be-

10 fore the dau of the enactbentof this Aet 
i 

11 (d) LIMITATION ON: OPE^TING AGREEMENTS FOR 

12 VESSELS CONSTRUCTED UNDER EXISTING FOREIGN 
i 

13 CONSTRUCTION CONTRAdTS.— 

14 (1) LnOTATioN.—The Secretaiy of Transpor-

15 utaon may dedde that a vessd described b para-

16 graph (2) is eligible for an operating agreement 

17 under title IV of theiMerehant Marine Act, 1936, as 

18 amended by this Act,̂  only if— 

19 (A) the co4tract under which the vessd is 

20 constructed is, ion and after May 19, 1993, 

21 bbding on the plerson that submiu an eligibility 

22 application under that title for the vessel; 

23 (B) construction of the vessd is begun be-

24 fore January 1, 1994; and 
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9 

10 

(C) the 

35 

vessel is a United Sutes docu­

mented >-e$sei; (as that tenn U defined b that 

title) before November 19, 1995. 

(2) VESSEL I^ESCRIBED.—A vessel refen-ed w 

b paragraph (1) is a vessel— 

(A) that is construcud b a foreign country 

under a contiact that is enured bto before 

May 19, 1993}! and 

(B) the ci)nstruction of which is not com-

pleud before tjiat dau. 

11 »«C. 4. OPZRATmO.DIFPlj»ENTIAL SUBSIDY COmiUClB. 

12 (a) PROHIBITION ON NEW CoNTRACTS.-6ection 

13 601 of the Merchant Mirine Act, 1936 (46 App. U.S.C. 

14 "71) is amended by adding at the end the foUowing: 

15 "(c) After the effe<^ dau of this subsection, the 

16 Secretaiy of Transporû on may not enur bto any new 

17 contract under this title.'! 

18 (b) TBRMDUnON dp EaaSTD^G CONTRACTS.—Not-

19 '̂ithstandbg any other piwision of this Act, any contract 
20 m effect under title VI of the Merchant Marine Act, 1936 

21 (46 App. U.S.C. 1171 et seq.), on the day before the daU 

22 of enactment of this Act jUiall eontbue b eff^ under iu 

23 Unns and tenninau as U forth b the contract, unless 

24 voluntarily Unninaud ori an earUer daU by the persons 
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1 (Other than the United States (Joverament) that are par-

2 ties to the contract. 

3 (c) EXEMPTION OF B r U CARGO ODS VESSELS 

4 FROM OPERATING RESTRicTioNs.-Section 506 of the 

5 Merchant l̂arine Act, 11936 (46 App. U.S.C. 1156) is 

6 amended— 

7 (1) by inserting "(a)" after "SEC. 506."; and 

8 (2) by adding at the end the following new sub-

9 section: 

10 "(b) This section d<|es not apply to aay liquid or dry 

11 bulk cargo vessd for whjch op̂ ratingniifferential subsidy 

12 is required to be paid under a contract under title VI that 

13 is b force on the effectiv̂  daU of this subsection, effective 

14 upon the termination dalu of Ithe contract (u set forth 

15 b the contract as b eflUt on the effective daU of this 

16 subsection).''. 

17 (d) RESTRICTIONS <̂N OPERATIONS OF ODS Vis-

18 SBLS.—Tide VI of the êrchijnt Msrins Act, 1936 (46 

19 App. U.S.0.1171 et seq.)l as amended by this Act, is fiir-

20 ther amended hy adding at the end the following: 

21 -SBC.tlCLEBOTATIONONlAPFLiGA'nONOFRBBrRICnONS 

22 ONOPBRAn^NS. 
I 

23 "Sections 605(c), 80^ and' 805, this section, and the 

24 essential service requirebenu b section 601(a) and 
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1 "(1) the contractor submito an eligibihty deci-

2 sion application to the Secretan- under title H f̂or 

3 all of the %̂ 8sels operated by the contractor under 

4 an operatbg-differtntial subsidy contract; and 

5 "(2) aU of those -̂essels for which operatbg 

6 agreemenu are offered by the Secretary under title 

7 IV are enrolled b the Maritime Security Fleet.". 

8 (e) TERMINATION: OF OPERATING DtPTERENTiAL 

9 SUBSIDY FOR OLDER ITESSELS.—Section 605(b) of the 

10 Merdiant Marine Act, ll936 (46 App. U.S.C. 1175(b)), is 

11 amended by adding the |following new senUnce at the end 

12 of the subsection: "After May 19, 1993, the Secretâ ' of 

13 TransporUtion may not ienter any new formal order under 

14 this subseetioa". 

15 •EC. «, DEPjWmONB AF^CABLB TO MBBCHANT MARINE 
I 

1̂  ACT,lfSt. 

17 Section 906 of the iMerchant Marine Act, 1936 (46 

18 App. U.S.C. 1244), is an̂ 'ended— 
(1) hy strikingi subsection (a) and bseitbg the 

20 following: 

21 "(a) Each of the urins 'foreign commerce' and 'for-

22 eign trade'mean— 

23 "(1) trade between the United Sutes and a for-

24 eign countsy, or 
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1 (2) by strikmj: subsection (c) and insenbg tlie 

2 following: 
I 

3 "(c) The tenn 'citizen of the Uniud Sutes' means 

4 a person eligible to own a documented vessd under chap-

5 ur 121 of title 46, United Sutes Code.", and 
6 (3) by adding at the end the following: 

7 "(h) The term 'foreign subsidized shipj'ard' means a 

8 8hip>-ard that— 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

"(1) receives d\r benefiu tom^ directly pr mdi-

rectly, a shipj-ard subsidy for ths construction of 

vessels; and 

"(2) is locaud jn a foreign countiy that has not 

signed a trade agr̂ ment with ths United SuUs 

that provides for the elimination of subsidies for 

that shipyard. 

"(i) Th^ tenn 'subdV indudes ai^ of the foUowing: 

"(A) Officially iupported export crediu and de­

vdopment assistancê  
i 

"(ft) Direot ofjscial operating support to the 
t 

commereial shipbuilding aUd repair industiy, or to a 

related entity that fo|vor« the operation of ahipbuild-
i 

ing and repair, bduii ing^ 

"(i) granU; 

"(ii) loans ind loan guarantees other than 
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2 

3 

6 

7 

18 

19 

20 

21 

22 

23 

24 

"(iii) forgiveness of debt; 

••(i\') equity infosions on terms bconsistent 

with commercially ressonable bvestment prac-

tices; 

"(v) preferentid provision of goods and 

senices; and 

"(vi) publjc sector ownership of commeixiial 

shipj-ards on terms bconsistent with commer-

cially reasonable b\-̂ tment practices. 
i 

"(C) Direct official! support for investment b 

the commercial shipbuilding and repab mdustl̂ ', or 
i 

to a related entity t^t fSkvors the operation of ship-

buflding and repair; including the kbds of support 

listed b clauses (i) throu^ (v) of subparagraph (B), 

and any restzucturing support, except public support 

for sodal purposes directly and effectbely linked to 

sĥ p̂ ard dosures. 

"0) Asaistanĉ  b the form of granU, pitf-

erential loans, prefeUntisl tax treatment, or other-

wise, that benefiu ô  is dlrecUy related to shipbuild­

ing and repair for purposes of researeh and devdop­

ment that is not equally open to domestic and for­

eign enterprises. 
"(K) Tax polidis and practic that fkvor the 
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rectly such as uri crediu, deductions, exemptions 

and preferences, biluding accdemted depreciation, 

if the benefiu are not genendly available to persons 

or finns not engaged b shipbuilding or repair. 

"(F) Any oflBcial regulation or practice that au­

thorires or encourages persons or finns engaged b 

diipbuilding or repair to enur bto anticompetiti\-« 

arrangemenu. 

"(0) Any bdirict support directly rebud, b 

law or b flMjt, to diij>building and repair at national 

yards, induding any ̂ blib assistance fkvoring ship­

owners with an bdirect effect on shipbuilding or re­

pair activities, and any assistance provided to suppli­

ers of dgnificant bi|uu to sĥ building, whidi re-

suha b benefiu to do|nestic sĥ builders. 

"(H) Any e^rt! 8ubal<|y identified b the Dhis-

trative List of Export Subsidies b the Annex to the 

Agreement on InUrprieution and Application of Ar-

tidee VI, XVI, and a i m of the General Agreement 

<m TarifBi and Trad4 or any other export subsidy 

that may be probbit^ as a result of ths Uniguay 

Round of trade negotiations.". 
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1 8EC.1 GOVERNMENT-^PELLED CARGOES. 

2 (a) VESSELS EUOIBLE FOR CARGOES.-̂ ection 

3 901(b) ofthe Merchant Marine Act, 1936 (46 App. U.S.C. 

4 1241(b)) is amended— ' 

(1) b paragraph (1), by striking "For purposes 

of this section, the tenn 'privauly owned United 

Sutes-flag commerpid vessels'" and all that foDows 

through the end oi the paragraph and insertmg a 

period; and 

(2) by adding at the end the following new 

paragrapb 

"(3) In this section iand section 901b, the term 'pri-

13 vauly owned Uniud Sutes-flag commercial vessd' means 

14 a privatdy owned vessel tihat is documenud under chapter 

15 12 lof title 46, United Stkus Code, that— 

5 

6 

7 

8 

9 

10 

11 

12 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

"(A) was built m ths United Suus; 

"(B) was documenud under chapter 121 of 

title 46, United Sufes Code, before May 19, 1993; 

"(C) does not transport under section 901b or 

this section on any toyage more than 5,000 tons of 

bulk cargo (as defined b section 8 of ths Shipping 

Aetof 1984), and—! 

"(i) was bililt b a foreign shipyard under 

a contract entered mto before May 19,.. 1993; or 
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the date the contract is entered is not a foreign 

subsidised ship̂ -ard; 

"(P)(i) is built under a contract entered bto 

after May 19. 1993, b a foreign shipj-ard that on 

the dau the contract was entered is not a foreign 

subddised ship̂ -ard; and 

"(ii) has not been documented b a foreign 

countiy before it is documented under chapUr 121 

of title 46, United Stiates Code; or 

"(E) haa been jlocmienud under chapUr 121 

of title 46, Uniud ̂ UUs Code, for at least 3 con-

seoatrve years, and—| 

"(i) waa biilt b a foreign shipyard under 

a contract enter^ bto before May 19, 1993; or 

"(ii) is built under a contract entered bto 

after that dau, b a foreign ahipyird that on 

the date the contract was enured is not a for­

eign subsidised siiip̂ 'ard.". 

(b) CLERICAL AMENDMENT.—Section 901b of the 

20 Bferdiant Marine Act, 19$6 (46 App. U.S.C. 1241f) is 

21 amended by adding at the ehd the following: 

22 "(f) Por the definitioi of the tenn "privauly owned 

23 Uniud SUUa-flag comrberdal vessd', see sectbn 
24 901(b)(3).". 
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1 EEC. T. VESSEL FINANCING. 

i 

2 (a) ELIMINATION dr MORTGAGEE RESTRICHO.VS.-

3 Section 31322(a) of title 46, United Sutes Code. 'is 

4 amended to read as follows: 

5 "(a) A prefen-ed mi)rtgage is a mortgage, whenever 

6 made, that— 

8 

9 

10 

11 

12 

13 

14 

15 

"(1) bcludes the whole ofthe \-es5d; 

"(2) is filed bisubstantial compliance with sec­

tion 31321 of this t«tle; and 

"(3) (A) covers jt documented vessd; or 

"(B) covers a vessel fbr which an apphcation 

fbr documentation ii filed; that is b substantial com­

pliance with the requiremenu of chapter 121 of this 

title and the regulations prescribed under that diap-

Ur.". 

16 

17 
(b) BLaCNATION OFiTRUSTEE RESTRICTIONS.— 

I : 

(1) REPEAL.-aiectioji 31328 of title 46, Uniud 

SutSs Code, is repealed. 
I 

(2) CONFORPNO A3IENDMENT.—Section 

31830(b) of title 46,i Uniud StaUs Code, is amend-

•d b paragraphs 1̂), (2), and (3) by striking 

"31328 or" each placle it appears, 

(c) REMOVAL OF M^RTGAGB RBSTRICTIONS.-^-

24 tion 9 of the Shipping Aik 1916 (46 App. U.S.C. 808), 

18 

19 

20 

21 

22 

23 
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(A) by stiikbg "and sections 

3l322(a)(l),D) and 31323 of title 46. United 

Sutes Code,"; snd 

(B) b paragraph (1) by striking "mort­

gage," each place it appears; and 

(2) b subsectiî Q (d)— 

(A) b patigraph (1) hy striking "transfer, 

or mortgage" sind inserting "or transfer"; 

(B) b pai-agraph (2) by striking "trans-

or mortgjsges" and bserting "or trans­

fers"; 

(C) b pamgraph (3)(B) by striking 

"transfers, or ; mortgages" and insertmg "or 

transfen"; and̂  

P ) b paragraph (4) by striking "trans-

fen, or mortg4ges" and bserting "cr trans-

fin"; • 
18 Bia s. PLACSMSNT OF VESSELS UNDER FOREIGN RBG. 

1̂  IBTRT. 

20 (a) IN OBNERAL..-^on 9 of the Shippbg Act, 

21 1916 (46 App. U.S.C. 808). as amended by this Act, is 

22 farther amended hy adding at the end the foflowing: 

23 "(e) Notwithstandbg: subsection (c)(2), the Merchant 

24 Marine Act, 1936, or any contract enUred bto with the 
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1 «hall allow a documentjd vessd to be placed under a for-

2 eign registn- if at least 'one replacement vessd of a capac-

3 ity that is equî •alent or greater, as measured by dead-

4 weight tons, gross tons; or contaber equi%-alent miits, as 

5 appropriau. is documented under chapur 121 of title 46. 

6 Uniud Suus Code, b̂  the owner of the vessd placed 

7 under foreign registry.".; 

8 (b) AppucATiON.4-The: amendment made by sub-

9 section (a) appUes to vê iels that are placed under foreign 

0 registry afUr the dau of enactment of this Act and re-

1 placement vessels docubenud b the UniUd Suus after 

2 that dau. 
I 

3 BBC. t. BmiCnVB D A1X. 

The' amendmenu m ê hy this Act are effective on 
.5 the dau whidi is 120 days afUr the daU of enactment 

6 of this Act 

7 8BC.l«.BBQtnATI0N& > 

(a) ht GENERAL.—the SecreUry of TransporUtion 

ahaD preScrihe regubtions as necessary to cany out this 
20 Act 

21 (b) INTERIM REOITLATIONS.—The Secretary of 

22 TransporUtion may prescribe' bterim regulations nee-

23 wwij to cany out this Act and for accepting eligibility 
24 decision applications und̂ r section 403 of the Merchant 
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1 P0»«. the Secretan- of I Transportation is excepted from 

2 compliance with the notice and comment requiremenu of 

3 section 553 of title 5. United Sutes Code, All regulations 

4 prescribed under the authority of this subsection that are 

5 aot eariier supeweded by final mles shall expire 270 daj-s 

6 afterthedauof enactmebtof thisAct. 

7 II. EXPANSION OF sirANDiNG FOR MARmMB UNIONS, 

8 Section 301 of the iMerdiant f̂arine Act, 1936 (46 

9 App. U.S.C. 1131) is abended by adding at the end the 

10 following: 

11 "(c) STANDING Ĵ OR MARITIME UNION REP. 

12 RESENTATivEs.-The duiy-decUd repmenUtive of any 

13 organization that is certified by the Secretary of Labor 

14 as the proper coUective bkrgabing agency for ofiScers or 

15 « ^ tmploysd on any tv]^ of Uniud SuUs documenud 

16 ^»«MUS an bteresud party b, and has standing to dial-
17 lenge, any proposed or fiial order, action, or nile of the 

18 8ecretaiy©ftransporUti(bun<jer this Act". 
19 Biais.Bhn>^. 

20 (a) Ik OBNERAL.̂ Ajfter providmg public notice and 

21 opportanity for comment, ihe Secretory of Transportation 

22 shall conduct a stuf^o^-^ 
1 

23 (1) the impact ô  this Act on the bUnational 

24 competitiveness of Uriiud Suus documenUd vessels 
25 
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18 

vorable bipact on ihe ability of United States docu­

menud %-essels to compete successAiUy with foreign-

fiag N-essels; 

(2) whether contbuation of the Maritime Secu­

rity Heet program esublished by this Act would as­

sist the btematidnal competitiveness of United 

Sutes documented Vessels; 

(3) whether the Maritime Security Fleet pro­

gram should be continued, modified, or discontbued; 

(4) alternatives' that! are or should be available 

to operators of Uniied StaUs documented vessels if 

the Maritime Secjiritŷ  fleet program is dis­

contbued; and 

(5) any other jssues rdated to promoting ths 

btemadonal competitiveness of United SUtes docu­

mented vessds that ! ths Secretary considen ̂ pn>-

priaU. 

(b) RBPORT.—The Secretary of TransporUtion shall 

19 submit to the Congress a report on the findings and con-

20 obsiona of the study re<tuired by subsection (a) hy not 

21 later than 4 years after the dau of enactment of this Act, 

22 which shan bdude sucĥ  recommendationi as ths Sec-

23 retary corxdders appropriate. 
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(A) by strikbg "and sections 

31322(a)(1)(D) and 31323 of title 46. United 

Sutes Code."; snd 

(B) b paragraph (1) by strildng "mort­

gage," each place it appears; and 

(2) b subsectibn (d)— 

(A) b paragraph (1) hy strildng "transfer, 

or mortgage" and inserting "or transfer"; 

(B) b pabgraph (2) hy striking "tnns-

fe«, or mortgĵ es" and insertmg "or trani-

(C) b paragraph (3)(B) by striking 

"transfers, or imortgages" and inserting "or 

transfen ;̂ and: 

P ) b paragraph (4) by striking "trans-

^ or mortg4ges" and inserting "or traai* 

1« BBa i . PIAOBMM OF VBSSBLS UNDBR fOBBIGN BBC 

1' mmr. 

20 (a) IN CteNBRAL.-.^on 9 of the Shipping Act, 

21 1916 (46 App. U.S.C. 808), u amended by this Act, is' 

22 ftmher amended by adding at the end the fdlowings 

2J "(e) Notwithstanding subsection (c)(2), ths Merchant 

24 Marine Act, 1936, or any* contrsct enured bto with the 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 
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1 thall allow a document|d vessd to be placed under a for-

2 eign registn- if at least 'one replacement vessel of a capac-

3 ity that is equi%-alent or greater, u measured by dead-

4 weight tons, grou tons; or contaber equî -alent units, as 

3 appropriau, is documented under chapur 121 of title 46. 

6 Uniud Suus Code, hf the owner of the vessd placed 
7 under foreign registry.".; 

3 (b) AppucATiON.4-The : amendment made by sub-

9 section (a) appUes to vê els that are placed under foreign 

10 registry after the dau of enactment of this Act and re-

11 placement vessels docubenud b the United Suus after 

12 thatdau. 

13 BBC. BtfljCnVB D A1X. 

14 The' amendmenu ajade hy this Act are effective on 
15 the dau idildi is 120 dkys after the dau of enactment 
16 ofthisAot 

17 BBC.1A, BBOtaAlIONBL i 

1» ~ (a) Ik OBNBRAL..-the W a r y of TVansportation 

19 ShaD preiQriht regnbtionji as ̂ iscessaiy to eany oat this 
20 Aet 

21 (b) INSTBBZM RBOWTTONS.—The Settetaiy of 

22 Transportatioa may prejcribei bterim reguUtions nee-

23 essaiy to eany out this Act and fbr accepting digibility 

24 deddon applications und̂ r section 403 of the Merdiant 
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1 POM. the Secretan- of; Transportation is excepted from 

2 compliance with the notice and comment requirements of 

3 section 553 of tide 5. Uuiud Sutes Code. All regulations 

4 prescribed under the authority of this subsection diat are 

5 aot ewiier supemded by final mles shall expire 270 daji 

6 afterthedauof enactmebtof this Act. 

7 ««C.IL EXPANSION OF StANDiNO FOB MAamMBUNlONa 

8 Section 301 of the blerdiant Marine Act, 1936 (46 

9 App. U.S.C. 1131) is abended by adding at ths end the 
10 foOowingi 

11 "(0 STANDING rioR MARITIMB UNION RBP-

12 RSSENTATivfcs.-The dubr-elê ud represenUtive of any 

13 organisation that is certified hy ths Secretaiy of Labor 

14 « tHe prcper coDective birgabbg agenty for officers or 

15 crew employed on any ty]̂  of Uniud SuUs documenud 

16 'WMUi an buresud party b, and haa sunding to dial-
17 lenge, aity proposed or 5 ^ order, action, or mle of ths 

18 8e«*taiy«ftransportatiiiun<ier this Act". 
19 ae.t$,mhnir. I 

: : j 
20 (a) Ik OBNBRAL..̂ Aĵ er providing pohlio notice and 
21 opportunity for comment, ihe Secretary of TVansportation 

22 shall conduct a stuĉ  of-* ^ 
I 

23 (1) ths impact ojf this Act on ths bUmational 

24 competitiveness of Uiiited Suus documenud vessels 
25 and wb#th*r fh'Mt Anf Va* « t„,.^ 
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2 

3 

4 

5 

6 

vorable bipact on the ability of United States docu­

menud %-essels to compeu successfiiUy witii foreign-

flag \'essels; 

(2) whetiier continuation of tiie Maritime Secu­

rity Heet program tesublished by tiiis Act would as-

sist the btematibnal competitiveness of UniUd 

Sutes documented Vessels; 

(3) whetiier tije Maritime Security Fleet pro­

gram diould be continued, modified, or discontinued; 

(4) alumativesl tiiat! are or should be availd̂ It 

to operators of Uniied StaUs documenud vessels if 

tiie Maritime Secjirity' Fleet program is dis-

oontbued; and 

(6) any ctiier jssues related to promoting tiis 

btemational oompetihiveness of United Sutes docu­

menud vsasds tiiatitiie Secretary considen appiT>-

priaU. 

(b) RBPtoit.—The decretaiy of Transportation ahall 

19 nbmit to tha Congress alreport on die findings and coa-

20 ebfions of ths stn̂ y re<tuired by subsection (a) by not 

21 bter tiian 4 yean after tiie dau of enactment of this Act, 

22 which shall bdude suchi recommendations as ths Sec-

23 retaiy condden appropriate. 
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