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Containership PRESIDENT GRANT, owned by American President Lines, Ltd., loads cargo at newly reconstructed
terminal at the Port of Seattle.
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With an overall length of 1,013.5 feet, the WILLIAM J. DE LANCEY is the largest vessel operating on the Great Lakes.



FOREWORD

The Annual Report of the Maritime Administration (MARAD) for the fiscal year ending September 30, 19886, is sub-
mitted in accordance with Section 298 of the Merchant Marine Act, 1936, as amended.

It incorporates reports required by the Congress on the following topics: acquisition of obsolete vessels in exchange
for credit; war-risk insurance activities; scrapping or removal of obsolete vessels owned by the United States; and U.S.-
flag carriage of Government-sponsored cargoes. No reportable activities occurred during FY 1986 concerning the alloca-
tion of construction- and operating-differential subsidy to port ranges and the settlement of claims arising under the Suits
in Admiralty Act.

During FY 1986 four new commercial vessels aggregating 94,800 deadweight tons (dwt.) were delivered by
American shipyards. At the close of the period, nine merchant vessels of 1,000 gross tons and over, totalling 499,980
dwt. and valued at $522.9 million, were under construction or on order in American shipyards. However, work had been
suspended on two of the vessels.

All new U.S. Navy construction contracts under the largest combatant ship program in peacetime history continued
to be awarded to the Nation’s commercial shipyards. During the 5 years ending September 30, 1986, the Navy
committed $58.8 billion to this. program.

MARAD continued to experience a number of defaults under its Federal Ship Financing Guarantees (Title XI) Pro-
gram. New applications were approved during the period to aid in financing the construction of six vessels in American
shipyards.

At the end of the reporting period, the U.S.-flag privately owned, deep-draft merchant fleet (including the Great
Lakes fleet) totaled 570 vessels with an aggregate carrying capacity of nearly 23 million dwt.

The report provides details on these topics and many other MARAD activities as well as on the state of the
maritime industry.

JOHN A. GAUGHAN
Maritime Administrator




Chapter 1

Shipbuilding

In FY 1986, American shipyards
delivered four commercial vessels
aggregating 94,800 deadweight tons
(awt.).

Contract Awards

During this reporting period,
private contracts were finalized for
the construction of two dredges
ordered the previous year, contingent
upon Federal Ship Financing
Guarantee Program approval. One
dredge was ordered from Southern
Shipbuilding Co. by Great Lakes
Dredge and Dock Co. and the other
from McDermott Shipyards by
American Dredging Co.

The Maritime Administration
(MARAD) has requested no construc-
tion-differential subsidy (CDS) funds
since FY 1981 and no CDS contracts
were awarded in FY 1986. However,
the largest combatant ship program
in the U.S. Navy’'s peacetime history
was underway. Approximately $58
billion has been appropriated to this
program in the 5 years ending
September 30, 1986. All Navy new
construction contracts continue to be
awarded to the Nation’s commercial
shipyards.

As of September 30, 1986, there
were 60 naval vessels (excluding
noncombatant T-Ships) of 1,000 light
displacement tons (LDT) and over,
under construction or on order in
nine privately owned U.S. shipyards.
Under the Navy’s T-Ship program, 9
privately owned shipyards had 17
new T-Ships on order or under con-
struction as well as 7 merchant ships
being converted or under contract
for major conversion. Eleven T-Ships
were completed during FY 1986.

Vessels in the multibillion dollar T-
Ship procurement program are mis-
sion oriented and include maritime
prepositioning ships, fast sealift
ships, fleet oilers, auxiliary crane
ships, and hospital ships. Some are
Government-owned and operated by
union or Military Sealift Command
(MSC) civil service crews, and some
are privately owned and chartered to
the MSC with union crews.

Vessels on Order

On September 30, 1986, nine mer-
chant vessels 1,000 gross tons and
over, totaling 499,980 dwt. and
valued at $522.9 million, were under
construction or on order in American
shipyards. (See Table 1.) None will
be built with CDS funds, but four are
participating in the Title Xi Program.

The builder of two of the vessels
on order ceased construction after
filing for protection under Chapter 11
of the U.S. Bankruptcy Code.

Ship Deliveries

Four new commercial vessels ag-
gregating 94,800 dwt. were delivered
by American shipyards in FY 1986.
(See Table 2.) None of the vessels
were built with CDS. The vessels
delivered were:

e Three 30,000 dwt. product
tankers, SAMUEL COBB,
RICHARD G. MATTHIESEN, and
LAWRENCE H. GIANELLA, built
by Tampa Shipyards, Inc., a sub-
sidiary of American Shipbuilding
Co. The vessels are owned by
Ocean Carriers, Inc., and will be
chartered to the Military Sealift
Command for use in point-to-
point transportation; and

e The 4,800 dwt. self-propellied
dredge QUACHITA, built by Twin
City Shipyard, Inc., for Gulf
Coast Trailing Co.

Table 3 shows merchant ship
deliveries by major shipbuilding na-
tions during calendar year 1985.

Title XI

Title X|I of the Merchant Marine
Act of 1936, as amended, estab-
lished the Federal Ship Financing
Guarantee Program. As originally
enacted, Title Xl authorized the
Federal Government to insure
private-sector loans or mortgages
made to finance or refinance the
construction or reconstruction of
American-flag vessels.

Title XI was amended in 1972 to
provide direct Government
guarantees of the underlying debt
obligations, with the Government
holding a mortgage on the equipment
financed. The U.S. Government in-

sures or guarantees full payment to
the lender of the unpaid principal and
interest on the mortgage or obliga-
tion in the event of default by the
vessel owners.

Title Xl guarantees of approxi-
mately $47.6 million covering six
vessels were approved in principle by
MARAD during FY 1986. (See Table
4.) Based on previous Title Xi com-
mitments, MARAD issued security
agreements covering a total of three
vessels during this reporting period.

As of September 30, 19886, Title Xl
guarantees in force amounted to ap-
proximately $5 billion. Active pending
applications on that date represented
approximately $241.3 million in re-
quests for additional guarantees.
(See Table 5.)

During FY 1986, Congressional
authority for the Title Xl program had
a cap of $12 billion, with $9.5 billion
allocated to MARAD, $1.65 billion
reserved for use by the Department
of Energy in ocean thermal-energy
conversion vessels and facilities, and
$850 million authorized to guarantee
the financing of fishing vessels by
the National Oceanic and Atmo-
spheric Administration.

The total costs of the MARAD por-
tion of the program are underwritten
by fees which are paid by users. The
insurance premiums and guarantee
fees go into the Federal Ship Financ-
ing Fund, a revolving fund which may
be used for payment of any defaults
and administrative expenses. During
FY 1986, MARAD borrowed $1.2
billion from the U.S. Treasury to pay
off 92 contract defaults involving a
total of 1,247 vessels. Nearly 900 of
these vessels were barges and ship-
board lighters.

During FY 1986, the Federal Ship
Financing Fund operated at a deficit
of $755 million. The balance of the
fund on September 30, 1986, was
$64,397,119.

Capital Construction
Fund

The Capital Construction Fund
(CCF) Program was established
under the Merchant Marine Act of
1970. It assists operators in ac-
cumulating capital to build, acquire,
and reconstruct vessels through the
deferral of Federal income taxes on
certain deposits, as defined in Sec-
tion 607 of the Merchant Marine Act,
1936, as amended.




Table 1: COMMERCIAL SHIP CONSTRUCTION UNDER CONTRACT—SEPTEMBER 30, 1986

Total Est. Est.

Ship No. of Deadweight Completion  Cost Government
Owner Shipbuilder Type '’ Ships Tons Date {Millions) Participation 2
New Construction:
Sea-Land Service, Inc. Bay Shipbuilding C 3 63,000 9/87 $ 180.0 None
Exxon Shipping Co. National Steel CcoT 2 418,400 2/87 $ 250.0 None
At-Sea Incineration Tacoma Boatbuilding | 2 12,400 3 $ 746 MG
Atlantic Trailing Co. McDermott Shipyard D 1 5,280 4/87 $ 14.0 MG
Great Lakes Dredge & Dock Co. Southern Shipbuilding D 1 900 12/86 $ 4.3 MG
Total New Construction ¢ 9 499,980 $522.9

' C= Containership; COT= Crude Oil Tanker; = Incinerator Ship; D= Self-Propelled Dredge.

2 MG= Title XI mortgage guarantees.

3 Work suspended in September 1985 when builder filed petition for Chapter 11 of U.S. Bankruptcy Code.
4 Merchant vessels 1,000 gt. and over.

Table 22 NEW COMMERCIAL SHIPS DELIVERED FROM U.S. SHIPYARDS DURING FY 1986

Owner Builder Vessel Type Vessels

Ocean Carriers, Inc. Tampa Shipyards Product Tanker 3

Gulf Coast Trailing Co. Twin City Shipyard Self-Propelled Dredge 1
Total Deliveries 4

Table 3: WORLDWIDE SHIP DELIVERIES—CALENDAR YEAR 1985 (TONNAGE IN THOUSANDS)

Total Combination Bulk Tankers

All Types Pass. & Cargo Freighters Carriers Deadweight
Country of Construction No. Deadweight Tons No. Deadweight Tons No. Deadweight Tons No. Deadweight Tons No. Tons
Total 790 20,631.7 6 22.6 340 3,869.1 293 12,441.1 151 4,298.9
United States 8 188.7 —_ — 3 75.5 1 215 4 91.7
Brazil 12 684.5 —_ —— —— - 9 413.6 3 270.9
China (Mainland) 13 165.9 —_ _ 9 74.7 4 91.2 — —
China (Taiwan) 6 2456 — — 4 170.8 2 74.8 — —_—
Denmark 20 465.4 1 71 12 103.3 3 133.3 —_ —
Finland 7 79.3 1 04 3 48.4 1 46 2 25.9
German Dem. Republic 10 131.6 e — 10 1316 — — — —
Germany (Fed. Republic) 76 627.4 1 34 70 545.0 1 25.6 4 53.4
Japan 423 11,996.5 —_ — 140 1,438.1 200 8,484.7 83 2,073.7
Korea (Republic of) 72 2,936.7 — — 21 612.0 40 1,878.0 11 446.7
Netherlands 19 111.5 — —_ 15 66.6 — — 4 449
Poland 13 383.0 —_ —_ 5 56.4 5 169.6 3 157.0
Spain 20 7125 — —_ 7 56.6 8 438.2 5 217.7
Sweden 5 2149 —_— — 2 55.1 — — 3 159.8
US.S.R. 1 29.5 — —_ —_ _— — — 1 295
United Kingdom 10 223.6 _— —_ 6 75.3 4 148.3 — —_
Yugoslavia 11 133.5 2 8.0 2 12.8 — —_ 7 112.7
All Others 64 1,301.6 1 37 31 346.9 15 557.7 21 615.0




During fiscal year 1986, the Maritime Administration awarded a contract to Norfolk Shipbuilding & Drydock Corp. for the
conversion of three National Defense Reserve Fleet containerships into U.S. Navy Auxiliary Crane Ships. Vessels, shown
in artist’s rendering, will offload containerships lacking cargo-handling gear while moored alongside.

The CCF program enables
operators to build vessels for the
U.S. foreign, Great Lakes, noncon-
tiguous domestic trade (e.g., between
the West Coast and Hawaii), and the
fisheries of the United States. It aids
in the construction, reconstruction,
or acquisition of a wide variety of
vessels, including containerships,
tankers, bulk carriers, tugs, barges,
supply vessels, ferries, and
passenger vessels.

During calendar year 1985, $65
million was deposited in these ac-
counts. Since the program was in-
itiated in 1971, fund holders have
deposited $4.4 billion in CCF ac-
counts and withdrawn $3.5 billion for
the modernization and expansion of
the U.S. merchant marine.

The value of projects completed or
begun by CCF holders since the start
of the program totals approximately
$5.9 billion. As of September 30,
1986, the 101 fund hoiders (shown in
Table 6) had projected expenditures
under this program totaling $4.8
billion. Of this total, $2.4 biliion is
projected for vessels operating in the
U.S. foreign trade, $2.3 billion for
noncontiguous domestic trade, and

$90 million for the Great Lakes trade.

Construction Reserve
Fund

Like the Capital Construction Fund,
the Construction Reserve Fund (CRF)
encourages upgrading of the
domestic American-flag fleet. This
program allows eligible parties to
defer taxation of capital gains on the
sale or other disposition of a vessel
if net proceeds are placed in a CRF
and reinvested in a new vessel within
3 years.

The CRF is used predominantly by
owners of vessels operated in
coastwise trades, the inland water-
ways, and other trades not eligible
for the CCF Program, but iis benefits
are not as broad as those of the
CCF. The number of companies with
CRF balances increased to nine dur-
ing FY 1986. {See Table 7.) Total
deposits decreased from $5.8 million
to $4.9 million.

During FY 1986 MARAD continued
construction of 12 Reserve Fleet

Service Craft which will be used as
utility workboats at the three National
Defense Reserve Fleet anchorages.
Eight craft were delivered in FY 1986;
the other four were scheduled to be
delivered in FY 1987. Construction

is being performed at Quality
Shipbuilders, Inc., of Moss Point,

MS.

Shipyard
Improvements

During FY 1986, the American
shipbuilding and ship repair industry
invested over $225 million in upgrad-
ing and expanding facilities. Pians
were underway to invest at least $50
million in FY 1987, mainly o improve
efficiency and competitiveness for
future participation in the Navy’s
construction, repair, and overhaul
projects.

Since enactment of the Merchant
Marine Act of 1970, the U.S. ship-
building and ship repair indusiry has
invested approximately $3.9 biliion in
facility improvements.




Table 4: SHIP FINANCING GUARANTEES—COMMITMENTS APPROVED IN FY 1986

Amount
Number Type Company Guaranteed
Ocean:
1 American Dredge American Trailing Co. $ 12,589,000
1 Mobile Mooring Facility
1 Passenger Cruise Vessel Liberty Cruise Line, Inc. $ 8,862,000
1 Clamshell/Dipper Dredge Great Lakes Dredge & Dock Co. $ 26,010,000
2 Dump Barges
8 Total Vessels $ 47,561,000
Table 5: FEDERAL SHIP FINANCING GUARANTEE (TITLE XI) PROGRAM SUMMARY
(Statutory Limit $9.5 Billion) Principal Liability on September 30, 1986
Contracts in Force Pending Applications
Vessels Principal Vessels Principal
Vessel Types Covered Amount Covered Amount
Deepdraft Vessels:
Tankers 74 $1,602,687,020 — $ —
Cargo 94 791,935,616 — —_
LNGs 10 772,147,000 — =
Bulk/OBOs 22 339,917,691 — —
Total 200 $3,506,687,327 e $ —
Other Types:
Drill Rigs/Ships 38 $ 306,160,040 — $ —
Tugs/Barges/Drill Service 2,868 1,021,230,275 2 4,125,000
Miscellaneous 21 165,989,890 11 237,155,000
"~ Total 2,927 $1,493,380,205 13 $ 241,280,000
Total Vessels 3,127 $5,000,067,532 13 $ 241,280,000
Shipboard Lighters 1,386 $ 30,256,022 — $ e

Total 4,513 $5,030,323,554 13 $ 241,280,000




Table 6: CAPITAL CONSTRUCTION FUND HOLDERS—SEPTEMBER 30, 1986

Alaska Riverways, Inc.

Amak Towing Co., Inc.

AMC Boats, Inc.

American President Lines, inc.

American Shipping, Inc.

Andover Co., L.P.

Agquarius Marine Co.

Ashland Qil, Inc.

Atlantic Richfield Co.

Atlas Marine Co.

Bankers Trust of New York Corp.

Bethlehem Steel Corp.

Binkley Co., The

Blue Lines, Inc.

Brice Inc.

Cambridge Tankers, Inc.

Campbell Towing Co.

Canonie Offshore, Inc.

Canonie Transportation, Inc.

Cement Transit Co./Medusa Corp.

Central Gulf Lines, Inc.

Citimarlease (Burmah 1), Inc.

Citimarlease (Burmah LNG Carrier), Inc.

Citimarlease (Burmah Liquegas),
Inc.

Citimarlease (Fulton), Inc.

Citimarlease (Whitney), Inc.

Crowley Maritime Corp.

CSl Hydrostatic Testers, Inc.

Dillingham Tug & Barge Corp.

Edison Chouest Offshore, Inc.

Edward E. Gillen Co.

Eserman Offshore Service, Inc.

Exxon Shipping Co.

Falcon Alpha Shipping, Inc.

Falcon Capital, Inc.

Falcon Funding, inc.

Falcon World Shipping, inc.

Farrell Lines, Inc.

Foss Launch and Tug Co.

Fred Devine Diving & Salvage, Inc.

G & B Marine Transportation, Inc.

GATX Corp.

General Electric Credit and Leasing
Corp.

General Electric Credit Corp. of
Delaware

General Electric Credit Corp. of
Georgia

Gilco Supply Boats, Inc.

Graham Boats, Inc.

Great Lakes Towing Co.

Hannah Brothers

Hannah Marine Corp.

Hvide Shipping, Inc.

Inland Steel Co.

Inter-Cities Navigation Corp.

Intercontinental Bulktank Corp.

Interstate Marine Transport Co.

Interstate Towing Co.

John E. Graham & Sons

Kinsman Lines, Inc.

L & L Marine Service, Inc.

Leppaluoto Offshore Marine, Inc.

Lykes Bros. Steamship Co.

Madeline Island Ferry Lines, Inc.

Matson Navigation Co., Inc.

Middle Rock, Inc.

Miller Boat Line, Inc.

Moody Offshore, Inc.

Moore McCormack Resources, Inc.
Neuman Boat Line, Inc.
Nicor, Inc.

O.L. Schmidt Barge Lines, Inc.
Oceanic Research Services, Inc.
Ocean Carriers, Inc.

Offshore Marine, Inc.
Oglebay Norton Co.

OMI Corp.

Overseas Bulktank Corp.
Pacific Hawaiian Lines, Inc.
Pacific Shipping, Inc.
Petro-Boats, Inc.

Prudential Lines, Inc.

Ritchie Transportation Co.
Rouge Steel Co.

Seabulk Tankers, Ltd.
Sea-Land Corp.

Sea Savage, Inc.

Sheplers, Inc.

Smith Lighterage Co., Inc.
State Boat Corp.

Steel Style Marine

Sun Co., Inc.

Tidewater Inc.

Totem Resources Corp.

Union Qil Co. of California
United States Cruises, Inc.
United States Lines, Inc.
United States Lines (S.A.), Inc.
Waterman Steamship Corp.
Western Pioneer, Inc.
Windjammer Cruises, Inc.
Young Brothers, Ltd.

Zidell, Inc.

Table 7 CONSTRUCTION RESERVE FUND HOLDERS—SEPTEMBER 30, 1986

Arrow Tankers, Inc.
Cargo Carriers, Inc.
Central Gulf Lines

Joan Turecamo, Inc.
Ingram Industries, Inc.
Keystone Shipping Co.

Kurz Marine, Inc.
Mobil Oil Corp.
Serodino, Inc.




Chapter 2 |

Ship Operations

U.S. Fleet Profile

On September 30, 1986, the U.S.-
flag privately owned, deep-draft mer-
chant fleet (including the Great Lakes
fleet listed in Table 16) totaled 570
vessels with an aggregate carrying
capacity of about 23 million
deadweight tons (dwt.).

The oceangoing segment of the
privately owned fleet consisted of
465 vessels of 20.7 million dwt., of
which 381 ships of 16.5 million dwt.
were active. The latter comprised 36
breakbulk cargo ships, 134
intermodal vessels (containerships,
barge-carrying vessels, and roll-
on/roll-off vanships known as
RO/ROs), 2 combination passenger-
cargo ships, 188 tankers (including
liquefied natural gas carriers),
and 21 bulk carriers. (See
Table 8.)

Of the 84 inactive vessels, 6 were
temporarily inactive, either awaiting
cargoes or undergoing repairs, and
78 were laid up.

Employment of the U.S.-flag
oceangoing fleet (including Govern-
ment-owned ships) at the end of the
fiscal year is shown in Table 9.

As of July 1, 1986, the privately
owned American-flag fleet ranked 6th
in the world on a deadweight-ton
basis and 13th on the basis of
number of ships. (See Table 10.)

Commercial cargoes carried by
ships of all flags in the U.S. ocean-
borne foreign trade totaled 640.9
million tons in calendar year 1985.
U.S.-flag tonnage decreased from
29.4 million to 27.3 million tons, and
the U.S.-flag share of total tonnage
remained at the 4.3 percent level of
the previous year.

Commercial cargoes transported in
U.S. oceanborne trade from 1976
through calendar year 1985 are
shown in Table 11. The table shows
the total trade by tonnage and value,
and the portion carried by U.S.-flag
vessels.

Operating-Differential
Subsidy

U.S. flag vessels which operate in
essential foreign trades are eligible
for operating-differential subsidy
(ODS) which is administered by
MARAD. ODS is designed to offset
certain lower ship-operating cost ad-
vantages of foreign-flag competitors.
Net subsidy outlays during FY 1986
amounted to $287.8 million.

Subsidy of approximately $5.1
million was paid to one liner com-
pany for voyages in the Great Lakes
trade in fiscal year 1986.

ODS accruals and expenditures
from January 1, 1937, through
September 30, 1986, are summarized
in Table 12. Accruals and outlays by
shipping lines for the same period
are shown in Table 13.

During FY 1986, 21 operators (7
liner and 14 bulk) held 25 ODS con-
tracts with MARAD and operated 109
subsidized vessels. (See Table 14.)

On that same date, the nonsub-
sidized oceangoing fleet comprised
355 vessels and 175 companies.

Total operating and construction
subsidy outlays since the program’s
inception are shown in Appendix |.

Section 614 Activities

Section 614 of the Merchant
Marine Act, 1936, as amended, per-
mits a company receiving ODS funds
to suspend its ODS agreement for all
or a portion of its vessels, subject to
certain conditions. Suspension of the
ODS agreement includes suspending
all attendant statutory and contrac-

CAFERS AL L g aR B
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Maritime Administrator John Gaughan, right, presents the 1986 American
Merchant Marine Seamanship Award to Capt. J. Edward Bise of the integrated
tug-barge ITB BALTIMORE. The award honored Capt. Bise and his crew for the
1985 rescue of survivors of two yachts which foundered in the Caribbean

during Hurricane Kate.




tual restrictions in the ODS agree-
ment, except those pertaining to
operation in the domestic trade.

During FY 1986 six companies
operated under suspended ODS
agreements:

e Equity Carriers, |, Inc., suspend-
ed its ODS contract on the
PRIDE OF TEXAS effective
September 21, 1981.

e Asco-Falcon li Shipping Co.
suspended its ODS agreement
on the STAR OF TEXAS effec-

on the ULTRAMAR effective
April 10, 1982, and on the
ULTRASEA effective
December 10, 1982. (On
February 10, 1986, American
Maritime Transport, Inc.
assumed the operating-
differential subsidy rights of
these two vessels.)

Equity Carriers llI, Inc.,
suspended its ODS contract on
the SPIRIT OF TEXAS effective
December 29, 1982.

tive November 20, 1984. (On
February 10, 1986, American
Maritime Transport, Inc. as-
sumed the operating-differential
subsidy rights of this vessel.)

e United States Lines, Inc.

suspended its ODS contract on
the AMERICAN PIONEER effec-
tive June 6, 1986, and on the
AMERICAN PURITAN effective
June 27, 1986.

On April 15, 1986, three vessels

were reinstated, PRIDE OF TEXAS,

tive December 4, 1981. e Aeron Marine Shipping Co. STAR OF TEXAS and SPIRIT OF

e Aries Marine Shipping Co. suspended its ODS contract on TEXAS.
suspended its ODS agreement the GOLDEN ENDEAVOR effec-
Table 8: U.S. OCEANGOING MERCHANT MARINE—OCTOBER 1, 1986 °
Privately Owned MARAD Owned ? Total
Deadweight Deadweight Deadweight
Number Tons Number Tons Number Tons
Vessel Type Ships (000) Ships (000) Ships (000)
Active Fleet:
Passenger/Passenger-Cargo 2 15 4 32 6 47
General Cargo 36 534 4 28 40 562
Intermodal 134 3,624 — — 134 3,624
Bulk Carriers (Incl. TB) 21 870 — — 21 870
Tankers (Incl. TKB & LNG) 188 11,430 2 21 190 11,451
Total Active Fleet 381 16,473 102 81 391 16,554
Inactive Fleet:
Passenger/Passenger-Cargo 6 59 26 199 32 258
General Cargo 14 179 186 2,135 200 2,314
Intermodal 20 355 26 676 46 1,031
Bulk Carriers (Incl. TB) 5 400 — — 5 400
Tankers (Incl. TKB & LNG) 39 3,252 25 690 64 3,942
Total inactive Fleet 84 4,245 263 3,700 347 7,945
Total Active and Inactive:
Passenger/Passenger-Cargo 8 74 30 231 38 305
General Cargo 50 713 190 2,163 240 2,876
Intermodal 154 3,979 26 676 180 4,655
Bulk Carriers (Incl. TB) 26 1,270 — — 26 1,270
Tankers (Incl. TKB & LNG) 227 14,682 27 711 254 15,393
Total American Flag 485 20,718 273 3,781 738 24,499

1 Vessels of 1,000 gross tons and over, excluding privately owned tugs, barges, etc.
2 |ncludes 250 National Defense Reserve Fleet vessels of which 77 belong to the RRF.
NOTE: Tonnage figures may not add due to rounding.




Subsidy Rates

The Subsidy Index System, which
provides for payment of seafaring
wage subsidies in per diem amounts,
was established by the Merchant
Marine Act of 1970. The rate of
change in the index is computed an-

nually by the Bureau of Labor

Statistics and is used as the

measure of change in seafaring
employment costs.

In addition to the wage category,
ODS rates are calculated for sub-

sistence (for passenger vesseis only),

maintenance and repairs, hull and

machinery insurance, and protection

and indemnity insurance for both
premiums and deductibles.

MARAD is modifying its pro-
cedures for determining ODS so that
final subsidy payments can be main-
tained on a current basis. Regula-
tions governing procedures for liner
vessels were expected to become ef-

Table 9: EMPLOYMENT OF U.S.-FLAG OCEANGOING MERCHANT FLEET—SEPTEMBER 30, 1986

Vessel Type
(tonnage in thousands)
Passenger/ General Bulk
Total Pass. & Cargo Cargo Intermodal Carriers? Tankers?®
Deadweight Deadweight Deadweight Deadweight Deadweight Deadweight

Status and Area of Employment No. Tons No. Tons No. Tons No. Tons No. Tons No. Tons
Grand Total 738 24,499 38 305 240 2,876 180 4,655 26 1,270 254 15,393
Active Vessels 391 16,554 6 47 40 562 134 3,624 21 870 190 11,451
Privately Owned 381 16,473 2 15 36 534 134 3,624 21 870 188 11,430
U.S. Foreign Trade 144 4832 — — 27 401 83 2,507 9 488 25 1,436
Foreign-to-Foreign 12 643 — —_ - — 4 72  — — 8 571
Domestic Trade 168 9,474 2 15 — — 25 440 10 320 131 8,699
Coastal 96 3857 — —_ - — 2 47 6 179 88 3,631
Noncontiguous 72 5,617 2 15 — — 23 393 4 141 43 5,068
M.S.C. Charter 57 1,524 — — 9 133 22 605 2 62 24 724
Government Owned 10 81 4 32 4 28 — —_ - — 2 21
B. B. Charter & Other Custody 10 81 4 32 4 28 — - — — 2 21
inactive Vessels 347 7945 32 258 200 2,314 46 1,031 5 400 64 3,942
Privately Owned 84 4,254 6 59 14 179 20 355 5 400 39 3,252
Temporarily Inactive 6 259 — _ - — 1 38 1 63 4 158
Laid-Up 77 3,983 6 59 14 179 18 314 4 337 35 3,094
Laid-Up (MARAD Custody) 1 3 — —_ - — 1 3 — —_ - —
Government Owned (MARAD Custody) 263 3,700 26 199 186 2,135 26 676 — — 25 690
National Defense Reserve Fleet 250 3,267 22 173 186 2135 20 491 — — 22 468
Ready Reserve Force (RRF) 77 1,167 1 9 53 661 15 356 — — 8 141
Other Reserve 145 1,832 7 64 124 1,389 5 135 — — 9 244
Special Programs* 4 33 1 5 3 28 — —_ - —_ - —
Non-Retention® 24 235 13 95 6 57 — —_ - — 5 83
In Processing for RRF 5 169 — - - —_— 5 169 — - — —_
Other Government Owned 8 264 4 26 — —_ 1 16 — — 3 222

! Excludes vessels operating exclusively on the Great Lakes, inland waterways, and those owned by the United States Army and Navy, and special types such as

cable ships, tugs, etc.
2 Includes Tug Barges

* Includes Tanker Barges and LNG vessels

* Vessels unavailable for activation due to special status

® Vessels not actively maintained.




fective early in FY 1987. Similar pro-
cedures applicable to bulk vessels
were still being considered at close
of FY 1986. For liner operators,
MARAD has completed, on an ad
hoc basis, 1986 single per diem sub-
sidy rates for all items of expense.
For bulk operators, MARAD has
substantially completed 1986 subsidy
rates for wages and 1983 subsidy
rates for all other eligible expenses.

Passenger/Cruise
Service

As of September 30, 1986, U.S.-
flag oceangoing passenger service
was provided by the cruise liners IN-
DEPENDENCE and CONSTITUTION.
These vessels are operated by
American Hawaii Cruises, Inc. in the
Hawaiian inter-island trade.

On the inland waterways, two
traditionally styled steamboats
operated by Delta Queen Steamboat
Co. provided a variety of cruises on
the Mississippi and Ohio Rivers. Ad-
ditionally, the Padelford Packet Boat

Co. and American Cruise Lines of-
fered cruises on the Upper Mississip-
pi River and along the Gulf Coast.

Five operators provided local
coastwise service with vessels carry-
ing 100 or fewer passengers.
American Canadian Line served the
New England Coast, Great Lakes,
Saguenay River of Canada, and the
Caribbean; American Cruise Lines
served the Atiantic Coast; Clipper
Cruise Line and Coastal Cruise Line
served the Atlantic Coast and the
Caribbean; and Exploration Cruise
Lines operated on the U.S. and
Canadian Pacific Coasts, including
Alaska.

Under its Title XI program, MARAD
received applications during FY 1986
to aid in financing the construction of
two 800-passenger oceangoing
cruise ships and six 100 +
passenger coastwise cruise vessels.

One application for a
140-passenger cruise vessel was ap-
proved, but no cruise vessels were
added to the fleet during the year.

in December 1985, the U.S.
Customs Service issued Treasury

Decision 85-109 which eliminated the
24-hour rule governing foreign cruise
ship visits in U.S. ports. It also allows
foreign cruise ships to visit con-
secutive U.S. ports as long as an ap-
propriate number of nearby foreign
ports are also in their itineraries.

Section 804 Activities

Section 804 of the Merchant
Marine Act, 1936, as amended, pro-
hibits any contractor receiving ODS
or any holding company, subsidiary,
affiliate, or associate of such con-
tractor, directly or indirectly, to own,
charter, act as agent or broker for,
or operate any foreign-flag vessel
which competes with an essential
U.S.-flag service, without prior ap-
proval of the Secretary of Transpor-
tation. The prohibition also applies to

-any officers, directors, agents, or ex-

ecutives of such an organization.

On May 22, 1986, MARAD waived
the provisions of section 804 to allow
American President Lines, Ltd. {APL)
to charter and operate for a period

Table 10: MAJOR MERCHANT FLEETS OF THE WORLD—JULY 1, 1986
Rank by Rank by
No. of No. of Deadweight Deadweight
Country Ships * Ships Tons Tonnage

Liberia 1,783 3 113,856,000 1
Panama 3,611 1 70,379,000 2
Japan 1,572 5 59,394,000 3
Greece 1,756 4 57,524,000 4
U.S.S.R. 2,531 2 25,151,000 5
United States (Privately Owned) 468 13 20,790,000 6
United Kingdom 527 9 19,557,000 7
Norway 387 17 17,116,000 8
British Colonies 468 14 16,814,000 9
Cyprus 747 7 16,463,000 10
China (mainland) 1,048 6 15,989,000 11
ltaly 573 8 12,557,000 12
France 260 24 11,887,000 13
Korea (Republic of) 487 10 11,150,000 14
Singapore 472 12 11,052,000 15
All Others 2 8,734 136,726,000

Total 25,424 616,667,000

' Oceangoing merchant ships of 1,000 gross tons and over.
2 |ncludes 269 United States Government-Owned Ships of 3,597,000 dwt.
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of 2 years four foreign-flag vessels
for feeder service between APL’s
Line A or Line B ports. Two vessels
are permitted to serve Singapore and
Thailand, and two may serve China.

Corporate/Service
Changes

In May 1986, Prudential Lines,
Inc., ceased its regular liner service
on Trade Route 10 (U.S. North
Atlantic-Mediterranean).

one of these vessels were sold for
scrapping abroad.

Permission was granted for the
foreign transfer of 322 vessels of
less than 1,000 gross tons during the
fiscal year. These included 218 com-
mercial and 104 pleasure craft.

During the year MARAD approved
three contracts of affreightments and
modified one. Thirty-four U.S.-owned

During FY 1986 46 CFR 221 was
revised so as to grant the approval
required by Sections 9 and 41 of the
Shipping Act, 1916, as amended, of:
(1) the bareboat charter of U.S.-
documented recreational vessels to
noncitizens of the United States for
recreational use for periods of less
than six (6) months; and (2) the sale
of U.S.-flag vessels of less than 200
gross tons to aliens, and the transfer

Foreign Transfers

In FY 1986, MARAD approved the
transfer of 69 ships of 1,000 gross
tons and over to foreign firms. Thirty-

ships of over 1,000 gross tons were
approved for charter to aliens, and
20 charter approvals involving 569

vessels were modified.

Pursuant to Public Law 89-346 and
46 CFR 221.21-221.30, the Agency
approved the retention of 38 banks
on the roster of Approved Trustees.
Four new banks were approved as
trustees.

of such vessels to foreign registry

and flag. These blanket approvails

eliminate the requirement for addi-

tional action by MARAD.

During the fiscal year there were
59 foreign sale violations reported, of
which 49 were mitigated or settled.

User charges for filing applications
for foreign transfers and similar ac-

Table 11: U.S. OCEANBORNE FOREIGN TRADE/COMMERCIAL CARGO CARRIED !
Tonnage (Millions)
Calendar Year 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985
Total Tons 6988 7753 7756 8231 7722 760.0 6755 6304 6768 6409
U.S.-Flag Tons 33.8 348 32.1 35.0 28.2 34.2 31.1 36.7 29.4 27.3
U.S. Percent of Total 4.8 45 41 4.2 3.7 45 46 5.8 4.3 4.3
Liner Total Tons 49.8 47.8 56.5 57.0 59.3 60.0 545 56.8 63.5 66.7
Liner U.S.-Flag Tons 15.4 14.4 16.0 15.7 16.2 16.5 14.3 14.0 13.8 14.0
Liner U.S. Percent 30.9 30.2 28.3 275 27.3 276 26.2 246 21.7 21.0
Non-Liner Total Tons 2896 2890 3088 3427 3567 3656 3358 3177 3463 3275
Non-Liner U.S.-Flag Tons 49 49 45 3.6 4.1 4.5 3.3 48 5.1 5.1
Non-Liner U.S. Percent 1.7 1.7 15 1.0 1.2 1.2 1.0 15 15 15
Tanker Total Tons 3594 3594 4103 4234 3563 3344 2856 256.0 266.9 246.7
Tanker U.S.-Flag Tons 13.6 13.6 11.6 15.7 7.9 13.2 13.2 17.9 10.5 8.2
Tanker U.S. Percent 3.8 3.8 2.8 3.7 2.2 3.9 4.7 7.0 3.9 3.3
Value ($ Billions)
Total Value 1484 1712 1958 2421 2943 3154 2812 2674 3027 3110
U.S.-Flag Value 26.4 28.0 30.7 35.7 42.3 47.0 435 430 44.6 46.4
U.S. Percent of Total 17.8 16.4 15.7 14.7 14.4 14.9 155 16.1 14.7 14.9
Liner Total Value 75.8 82.3 999 1176 1369 148.0 1406 1396 1640 181.2
Liner U.S.-Flag Value 23.9 242 28.6 325 39.2 417 39.1 379 41.2 43.4
Liner U.S. Percent 31.6 30.7 28.6 276 28.7 28.1 27.8 27.2 25.1 24.0
-Non-Liner Total Value 38.2 427 52.5 62.0 741 81.0 72.0 69.8 78.6 77.2
Non-Liner U.S.-Flag Value 1.1 1.2 1.0 1.1 1.3 1.9 1.2 1.2 1.1 1.4
Non-Liner U.S. Percent 2.8 2.8 1.8 1.7 1.8 2.3 17 17 15 1.8
Tanker Total Value 34.4 46.3 43.4 62.6 83.6 86.4 68.5 58.0 60.1 52.6
Tanker U.S.-Flag Value 1.4 1.6 1.1 2.1 1.8 3.4 3.2 4.0 2.2 1.6
Tanker U.S. Percent 4.2 35 2.7 63.4 2.1 3.9 4.7 6.8 3.7 3.1

' Table includes Government-sponsored cargo; excludes U.S./Canada translakes cargoes and certain Department of Defense cargoes.
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tions totaled $126,645 in the report-
ing period, including $5,180 in fees
filed pursuant to outstanding MARAD
contracts reflecting prior foreign
transfers.

MARAD’s approval of the transfer
of vessels of 3,000 gross tons and

over to foreign ownership or registry,
or both (whether for operation or
scrapping) are subject to the terms
and conditions of the Agency’s cur-
rent Foreign Transfer Policy (46 CFR
Part 221 Appendix). There are
presently 66 vessels subject to these

terms and conditions, which accom-

pany titles to the ship and remain in

effect for the period of their remain-
ing economic lives.

Activities under Section 9 of the
Shipping Act, 1916, are summarized
in Table 15. \

Table 12: ODS ACCRUALS AND OUTLAYS—JANUARY 1, 1937, TO SEPTEMBER 30, 1986

Accruals QOutlays

Calendar Year Total Amount of Net Accrual
of Operation Subsidies Recapture Subsidy Accrual  Paid In FY 1986  Net Accrual Paid Liability
1937-1955 $ 682,457,954 $157,632,946 $ 524,825,008 -0- $ 524,825,008 $-0-
1956-1960 751,430,098 63,755,409 687,674,689 -0- 687,674,689 -0-
1961 170,884,261 2,042,748 168,841,513 -0- 168,841,513 -0-
1962 179,396,797 4,929,404 174,467,393 -0- 174,467,393 -0-
1963 189,119,876 (1,415,917) 190,535,793 -0- 190,535,793 -0-
1964 220,334,818 674,506 219,660,312 -0- 219,660,312 -0-
1965 183,913,236 1,014,005 182,899,231 -0- 182,899,231 -0-
1966 202,734,069 3,229,471 199,504,598 -0- 199,504,598 -0-
1967 220,579,702 5,162,831 215,416,871 -0- 215,416,871 -0-
1968 222,862,970 3,673,790 219,189,180 -0- 219,189,180 -0-
1969 230,256,091 2,217,144 228,038,947 -0- 228,038,947 -0-
1970 232,541,169 (1,908,643) 234,449,812 -0- 234,449,812 -0-
1971 202,440,101 (2,821,259) 205,261,360 -0- 205,261,360 -0-
1972 190,732,158 -0- 190,732,158 -0- 190,732,158 -0-
1973 219,475,963 -0- 219,475,963 -0- 219,475,963 -0-
1974 219,297,428 -0- 219,297,428 -0- 219,297,428 -0-
1975 260,676,152 -0- 260,676,152 -0- 260,676,152 -0-
1976 275,267,465 -0- 275,267,465 -0- 275,267,465 -0-
1977 294,779,691 -0- 294,779,691 -0- 294,779,691 -0-
1978 285,075,424 -0- 285,075,424 -0- 285,075,424 -0-
1979 279,347,897 -0- 279,347,897 -0- 279,347,897 -0-
1980 386,309,467 -0- 386,309,467 909,675 386,309,467 -0-
1981 351,829,617 -0- 351,829,617 1,529,850 351,829,617 -0-
1982 366,426,383 -0- 366,426,383 1,592,831 366,426,383 -0-
1983 276,860,479 -0- 276,860,479 3,378,247 276,860,479 -0-
1984 346,847,000 -0- 346,847,000 324,128 340,406,803 6,440,197
1985 364,938,807 -0- 364,938,807 37,836,454 364,938,807 -0-
1986 268,661,676 -0- 268,661,676 242,189,355 242,189,355 26,472,321
Total Regular ODS  $8,075,476,749 $238,186,435 $7,837,290,314 $287,760,540 $7,804,377,796 $32,912,518
Soviet Grain

Programs’ $147,132,626 -0- $147,132,626 -0- $147,132,626 -0-
Total ODS $8,222,609,375 $238,186,435 $7,984,422,940 $287,760,540 $7,951,510,422 $32,912,518

' No longer operative.
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Table 13: OPERATING-DIFFERENTIAL SUBSIDY ACCRUALS AND OUTLAYS BY LINES—
JANUARY 1, 1937, TO SEPTEMBER 30, 1986

Accruals
Net Accrued

Lines ODS Recapture Net Accrual ODS Paid Liability
Aeron Marine Shipping $ 26,013,769 $ -0- 26,013,769 $ 25,957,497 $ 56,272
American Banner Lines’ 2,626,512 -0- 2,626,512 2,626,512 -0-
American Diamond Lines * 185,802 28,492 157,310 157,310 -0-
American Export Lines 2 693,821,868 10,700,587 683,121,281 683,121,281 -0-
American Malil Lines ® 158,340,739 7,424,902 150,915,837 150,915,837 -0-
American President Lines 3 1,104,900,418 17,676,493  1,087,223,925 1,083,722,112 3,501,813
American Shipping 21,139,154 -0- 21,139,154 19,825,629 1,313,525
American Steamship 76,462 -0- 76,462 76,462 -0-
Aquarius Marine Co. 25,307,237 -0- 25,307,237 24,063,921 1,243,316
Aries Marine Shipping 25,349,168 -0- 25,349,168 25,266,107 83,061
Atlantic & Caribbean S/N * 63,209 45,496 17,713 17,713 -0-
Atlas Marine Co. 24,025,170 -0- 24,025,170 22,874,779 1,150,391
Baltimore Steamship ' 416,269 -0- 416,269 416,269 -0-
Bloomfield Steamship 15,588,085 2,613,688 12,974,397 12,974,397 -0-
Chestnut Shipping Co. 46,536,401 -0- 46,536,401 45,129,482 1,406,919
Delta Steamship Lines 575,053,817 8,185,313 566,868,504 566,868,504 -0-
Ecological Shipping Co. 4,968,943 -0- 4,968,943 4,968,943 -0-
Farrell Lines 576,649,833 1,855,375 574,794,458 573,177,051 1,617,407
Prudential Lines * 642,057,851 24,223,564 617,834,287 616,788,736 1,045,551
Gulf & South American Steamship * 34,471,780 5,226,214 29,245,566 29,245,566 -0-
Lykes Bros. Steamship 1,441,247,718 52,050,598 1,389,197,120  1,378,907,054 10,290,066
Margate Shipping 72,032,744 -0- 72,032,744 70,269,852 1,762,892
Moore McCormack Bulk Transport 60,634,762 -0- 60,634,762 57,219,928 3,414,834
Moore McCormack Lines @ 724,988,608 17,762,445 707,226,163 706,075,915 1,150,248
N.Y. & Cuba Mail Steamship 8,090,108 1,207,331 6,882,777 6,882,777 -0-
Oceanic Steamship 5 113,947,681 1,171,756 112,775,925 112,775,925 -0-
Ocean Carriers 37,938,592 -0- 37,938,592 35,612,486 2,326,106
Pacific Argentina Brazil Line ' 7,963,936 270,701 7,693,235 7,693,235 -0-
Pacific Far East Line ¢ 283,693,959 23,479,204 260,214,755 260,214,755 -0-
Pacific Shipping Inc. 18,622,900 -0- 18,622,900 18,587,875 35,025
Prudential Steamship ' 26,352,954 1,680,796 24,672,158 24,672,158 -0-
Sea Shipping ! 25,819,800 2,429,102 23,390,698 23,390,698 -0-
States Steamship 231,997,100 5,110,997 226,886,103 226,886,103 -0-
United States Lines 7 747,814,309 54,958,689 692,855,620 692,102,523 753,097
Waterman Steamship 257,512,664 -0- 257,512,664 256,555,766 956,898
Worth Qil Transport 17,851,195 -0- 17,851,195 17,389,795 461,400
South Atlantic Steamship ! 96,374 84,692 11,682 11,682 -0-
Seabulk Transmarine | & Ii, Inc. 20,649,354 -0- 20,649,354 20,305,657 343,697
Equity 629,504 -0- 629,504 629,504 -0-
Total Regular ODS $8,075,476,749 $238,186,435 $7,837,290,314 $7,804,377,796 $32,912,518
Soviet Grain Programs ® $147,132,626 $147,132,626 $147,132,626 $-0-
Total ODS $8,222,609,375 $238,186,435 $7,984,422,940 $7,951,510,422 $32,912,518

" No longer subsidized or combined with other subsidized lines.
2 AEL was acquired by Farrell Lines, March 29, 1978.

3 APL merged its operations with AML's October 10, 1973.

¢ Changed from Prudential-Grace Lines, Inc., August 1, 1974.

® Purchased by Lykes Bros. Steamship Co., Inc.

¢ Went into receivership August 2, 1978.

" Ceased to be subsidized line in November 1970 but returned as a subsidized

carrier in January 1981.
® Purchased by United States Lines October 1983.
¢ No longer operative.
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Table 14: ODS CONTRACTS IN FORCE—SEPTEMBER 30, 1986

A. Liner Trades:

Number of Annual Sailings
Operator and Contract Subsidized
Contract No. Duration Ships Service (Trade Route/Area) Minimum  Maximum
American President Lines, 1-01-78 23 Transpacific Services:"’ 72 108
Ltd. to California/Far East Line A (TR 29)
MA/MSB-417 12-31-97 California/Far East Line A Extension
(TRs 17, 28, 29) 2 ® 18 28
Washington-Oregon/Far East Line B
(TR 29) 54 80
Washington-Oregon/Far East Line B
Extension (TRs 17, 28, 29) 4 6 —
Farrell Lines, Inc. 1-01-76 3 U.S. Atlantic/West Africa 20 38
MA/MSB-352 to (TR 14-1) ¢
12-31-95
Farrell Lines, Inc. 1-01-81 4 U.S. Atlantic/Mediterranean
MA/MSB-482 to Service (TRs 10, 13)¢ 44 66
12-31-2000
Lykes Bros. Steamship Co., 1-01-79 23 U.S. Gulf/U.K.-Continent (TR 21)7 36 60
Inc. to U.S. Gulf & S. Atlantic/
MA/MSB-451 12-31-98 Mediterranean (TR 13)8 42 48
U.S. Gulf/Far East (TR 22) 8.9, 1. " 36 60 J Overall
U.S. Gulf/South & East Africa maximum
(TR 15-B) & 9 2 18 24 )not to
U.S. Atlantic and Gulf/West Coast exceed 330
South America (TR 31/2) ? 24 48
Great Lakes/Mediterranean-
India (Trade Area 4)® 3 10
U.S. Pacific/Far East, North (TR 29) 20 80
U.S. Pacific/Far East, South (TR 17/29) " 20
Prudential Lines, Inc. 1-01-78 3 U.S. North Atlantic/Mediterranean
MA/MSB-421 to (TR 10) 24 36
12-31-97
United States Lines, Inc. 6-29-82 4 U.S. North Atlantic/Western
MA/MSB-483 to Europe (TR 5,7, 8, 9/11) 8 105
6-29-87 11 U.S. Atlantic and Pacific/Far 70
East (TR 12/29) 53
Addendum No. 4 to amended 7-08-83 0 U.S. Atlantic & Gulf/Australia 16 21
and restated MA/MSB-483 to New Zealand (TR 16) '
12-31-95
United States Lines (S.A.) Inc. 1-01-75 1 U.S. Atlantic/East Coast South America 40 70
MA/MSB-338 (formerly to TR 1)
Moore-McCormack Lines, 12-31-94 U.S. Atlantic/South & East Africa 22 36
Inc.) (TR 15-A) '8
MA/MSB-353 1-01-76 3 U.S. Gulf/East Coast South America 26 53
(formerly Deilta Steamship to (TR 20) **
Lines, Inc.) 12-31-95
MA/MSB-425 6-17-78 8 U.S. Atiantic/Caribbean (TR 4) "7 22 33
(formerly Delta Steamship to
Lines, Inc.) 12-31-97

(Continued on page15)
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Table 14: (Continued)

Number of Annual Sailings
Operator and Contract Subsidized
Contract No. Duration Ships Service (Trade Route/Area) Minimum  Maximum
Waterman Steamship Corp. 6-04-71 320 U.S. Atlantic-Gulf/India, Persian Gulf
MA/MSB-115 to & Red Sea, Indonesia, Malaysia,
6-03-91 Singapore, Brunei (TRs 18, 17) 2 30 40
Waterman Steamship Corp. 10-26-76 02  U.S. Atlantic-Gulf/Far East,
MA/MSB-378 to Indonesia, Malaysia, Singapore, Brunei
10-25-96 (TRs 12, 22, 17) % 8 12
Waterman Steamship Corp. 11-21-78 0%  U.S. Gulf/Western Europe
MA/MSB-450 to (TR 21) 24 35
11-20-98
Total Liner Trades 86

' Dual service privileges provide that full containerships may call at both California and Washington-Oregon, with voyages originating in California being Line A
sailings, and voyages originating in Washington-Oregon being Line B sailings; however, both types of such voyages shall be counted toward maximum sailings in
both Lines A and B, with the outbound and inbound portions of the sailings being counted and applied separately.

2 Service to/from U.S. Atlantic ports is on a privilege basis with a maximum of 28 sailings.

# Includes required service to Indonesia, Malaysia (except Sarawak and Sabah) and Singapore. Numbers of required sailings are a portion of the required sailings on
Line A.

* Includes required service to Indonesia, Malaysia and Singapore. Numbers of required sailings are a portion of the required sailings on Line B.

5 Farrell is also permitted to make 12 sailings annually from the U.S. Gulf to West Africa.

¢ Farrell owns one LASH vessel, AUSTRAL RAINBOW, which is eligible to operate with subsidy on TR 10/13 or 14-1.

7 Principally, Lykes operated Sea Barge Carriers on TR 21. Each sailing of a Sea Barge Carrier counted as two sailings toward the contractual minimum/maximum of
36/60; thus, actual sailing min/max for Sea Brage Carriers is 18/30. The Sea Barge Carriers were traded into the Reserve Fleet in September 1986. Four container-
ship are currently operated on TR 21.

® Lykes is permitted to make 24.sailings annually between U.S. North Atlantic and Mediterranean ports on a privilage basis in conjunction with required service
on TR 13, 15-B, 22, and TA 4.

? Lykes has the option to perform additional sailings on TRs 22 and 15-B over maximum sailings if the minimum sailings are made on all other services: On TR 22,
nine additional sailings; on TR 15-B, five additional sailings. The overall maximum must not exceed 330 annual sailings.

1° Subject to stipulation that a minimum of 12 and a maximum of 30 sailings per annum shall include ports in the following described area: Indonesia and Malaysia
(including Singapore).

" Except on TR 29 and TR 17/29, one sailing by a C7-S-95a in any service of the operator shall count as 1% sailings against the contractually required minimum and
maximum in such services. Dual service privileges provide that sailings made by vessels calling at both U.S. Gulf and U.S. Pacific ports count toward the minimum
and maximum sailings on TR 22 and on TR 17/29. Lykes stopped service on TR 29 and TR 17/29 in July 1986.

2 Lykes is also permitted to make 12 sailings annually from the U.S. Gulf of West Africa.

'* Caribbean Subservice—a maximum of 24 sailings per annum may provide limited TR 19 service exclusively between U.S. Gulf ports and ports on the Atlantic
coast of the Republic of Panama, the former Panama Canal Zone, and the north coast of Colombia.

' Prudential Lines TR 10 service was temporarily suspended in May 1986.

' No more than 8 vessels may be operated with subsidy on TR 5-7-8-9/11 at any one time and no more than 11 vessels may be operated with subsidy on TR 12/29 at
any one time, except when the exercise of interchange and transfer privilege creates a temporary overlap of subsidized voyages. One sailing by a C8-S-85¢c/d
vessel on TR 5-7-8-9-/11 shall count as two sailings against the contractually required minimum and maximum sailings on such service and each such vessel
operated with subsidy on TR 5-7-8-9/11 shall count as two vessels towards the limitation of eight vessels to be operated at any one time on the service. Opera-
tion in 1986 is with four C8 vessels. In third quarter 1986, USL realigned ships and services, serving TR 5-7-8-9/11 with 2 C6-M-F146a, each sailing counting as
two, and two Lancer vessels, subsidized, plus phasing in unsubsidized TR 29-only transpacific service.

'® Subsidized service with no more than 4 vessels may commence at any time after one year after execution of contract addendum adding the TR 16 service,
until a reasonable period of time after delivery of the operator’s twelfth Jumbo Econship (Sept. 1985).

'7 Vessels of the Operator may provide dual service on TR 1 and TR 4 services; a vessel calling at ports on both services counts toward minimum and maximum
sailings specified for each service.

8 USL (S.A.) stopped operating direct subsidized U.S.-flag service on TR 15-A in February 1986.

' USL (S.A.) stopped operating a direct subsidized U.S.-flag service on TR 20 in December 1985.

2 Between March and July 1984, Waterman sub-bareboat chartered three of the six vessels assigned to the contract back to Central Gulf Lines, from which they had

been bareboat chartered.

' Waterman is to provide a minimum of 12 and a maximum of 18 sailings annually to the Indonesia, Malaysia, Singapore, Brunei (TR 17) area under Contract Nos.
MA/MSB-115 and MA/MSB-378.

2 Both vessels which had previously been assigned to the contract were turned in to MARAD under custodial agreements, and are currently at NDRF Beaumont.

2 Waterman is authorized to operate its LASH vessels assigned to other contracts on TR 21.
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Table 14: (Continued)

B. Bulk Trades:

ODS Agreements

Number of Annual Sailings
Contract Contract Subsidized —_—e
Operator and Effective Termination Ships Minimum No.
Contract No. Date Date 9/30/86 Service of Days

Aeron Marine Shipping Co. 10-10-74 10-09-94 01 Worldwide Bulk Trade 335
MA/MSB-166

American Shipping, Inc. 4-14-76 4-13-96 1 Worldwide Bulk Trade 335
MA/MSB-272

Aguarius Marine Co. 10-15-75 10-14-95 1 Worldwide Bulk Trade 335
MA/MSB-309

American Maritime Transport, Inc. 8-09-73 8-08-93 2 Worldwide Bulk Trade 335
MA/MSB-129

American Maritime Transport, inc. 10-10-74 10-09-94 1 Worldwide Bulk Trade 335
MA/MSB-166A

Asco-Falcon 1l Shipping Co. 5-24-81 5-23-2001 1 Worldwide Bulk Trade 335
MA/MSB-439

Atlas Marine Co. 12-30-76 12-29-96 1 Worldwide Bulk Trade 335
MA/MSB-274

Chestnut Shipping Co. 12-01-76 11-30-96 2 Worldwide Bulk Trade 335
MA/MSB-299

Equity Carriers |1, Inc. 5-24-81 5-23-2001 1 Worldwide Bulk Trade 335
MA/MSB-439

Equity Carriers lll, Inc. 5-24-81 5-23-2001 1 Worldwide Bulk Trade 335
MA/MSB-439

Margate Shipping Co. 12-28-73 12-27-93 3 Worldwide Bulk Trade 335
MA/MSB-134

Moore McCormack Bulk 12-10-75 12-09-95 3 Worldwide Bulk Trade 335
Transport, Inc.
MA/MSB-295

Ocean Carriers, Inc. 4-03-76 4-02-96 4 Worldwide Bulk Trade 335
MA/MSB-167

Seabulk Transmarine |, Inc. 3-27-81 3-26-2001 1 Worldwide Bulk Trade 335
MA/MSB-440

Seabulk Transmarine lll, Inc. 9-20-81 9-19-2001 1 Worldwide Bulk Trade 335
MA/MSB-442

Total Bulk Trades 23

' The vessel ARCHON has been approved for subsidized operation. However, Aeron has not executed a contract addendum to place the ship in subsidized service.
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Table 15: FOREIGN TRANSFERS AND OTHER SECTION 9 APPROVALS—FY 1986

A. Program Summary: Number Gross Tons
U.S. PRIVATELY OWNED VESSELS
Transfers to foreign ownership and/or registry
Vessels of 1,000 gross tons and over 69 567,062
Vessels under 1,000 gross tons
Commercial Craft 218 49,964
Pleasure Craft 104 2,788
Subtotal 322 52,752
Total 391 619,814
Charters to Aliens
Vessels of 1,000 gross tons and over
Approvals 34
Modifications 6
Terminations 2
Vessels of under 1,000 gross tons
Approvals 27
Modifications 2 20
Terminations 2
Contracts of Affreightment
Approvals 3
Modifications 1
Violations
Reported 59
Mitigated or Settled 49
Rescissions (Sales to Aliens) 9
Stock Transfers to Aliens 5
Moadifications (Sales to Aliens) 1
Mortgages to Aliens 1
U.S. GOVERNMENT-OWNED VESSELS 0 1]

' Approvals granted by the Maritime Administration pursuant to section 9, Shipping Act, 1916, as amended.

2 Involving 569 vessels.
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Table 15: (Continued)

B. Foreign Transfer Approvals—Vessels of 1,000 Gross Tons and Over

Pursuant to Section 9
(U.S. Owned and U.S. Documented)

No. of Gross Average
Vessels Tons Age
Tankers 11 178,501 38.91 yrs
Cargo 22 265,755 38.50 yrs
Miscellaneous 36 122,806 13.19 yrs
Total 69 567,062
Recapitulation
by Nationality Number Gross Tons

Bahamian 2 7,257

British 1 7,501

Canadian 2 9,891

Colombian 2 2,042

Liberian 4 23,867

Mexican 3 5,674

Micronesian 1 1,738

Netherlands 2 13,456

Panamanian 5 25,730

Paraguayan 2 4,296

China (mainlanq) 1 6,031

Trinidad 1 2,741

United Arab Emerites 2 13,260

Venezuelan 4 4,647
Total 32 128,131
Sale to Domestic Alien-Controlled Corporation 6 10,779
Sale to Alien for Scrapping 31 428,152
Total 37 438,931
GRAND TOTAL 69 567,062
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Chapter 3

Domestic
Operations

About one billion tons of cargo is
moved each year in the domestic
waterborne commerce of the United
States. This segment of the
American merchant marine includes
the Great Lakes, inland waterways,
and intercoastal, coastwise, and
domestic offshore trades.

Great Lakes

On September 30, 1986, the U.S.
Great Lakes fleet consisted of 105
self-propelled vessels of 1,000 gross
tons and over, of which 47 were ac-
tive. (See Table 16.)

Dry bulk cargoes such as iron ore,
coal, and limestone are the primary
cargoes for waterborne commerce in
the Great Lakes. During the 1986
shipping season, through September,
over 86.3 million net tons were car-
ried from region mines to various

steel mills and power generating
facilities. The major commodity, iron
ore, totaled 36.5 million tons, fol-
lowed by coal with 24.9 million tons,
and limestone with 14.1 million tons.

Lake vessel scrapping continues to
be a strong activity as fleet operators
dispose of outdated vessels. A total
of 13 dry-bulk vessels of 241,340
tons capacity and 2 tankers of
13,166 tons capacity, were either
scrapped or converted to non-trans-
portation use. The average age of
these “‘fresh-water” vessels was 51
years.

In July 1986, LTV Steel filed for
reorganization under Chapter 11 of
the Bankruptcy Code, invalidating the
long-term contracts with lake vessel
operators for carriage of iron ore,
coal, and limestone. These contract
freight rates were replaced by spot
market rates at nearly half the 1984
revenue level.

Another significant event which
caused a decline in domestic dry-
bulk tonnage was the work stoppage
when USX Corp. failed to reach a
labor agreement. The work stoppage,
claimed by the union to be a lockout,
started August 1 and idled steel mills
and caused the lay-up of nine
company-owned vessels.

The region’s steel-producing in-
dustry was undergoing considerable
restructuring during the reporting
period. Some small milis were turn-
ing to lower cost imported ore and
semi-finished steel in order to remain
competitive. This foreign sourcing ac-
tivity, while not yet significant in ton-
nage, was expected to create further
downsizing of the U.S. Great Lakes
fleet.

inland Waterways

In calendar year 1985 (the last
year for which statistics are
available) 606 million short tons of
traffic moved on the inland water-
ways of the United States, compared
with 619.6 million short tons in 1984.
The cargo consisted primarily of bulk
commodities and raw materials
moved in barges.

More than 280 million tons, or 46.2
percent of the total annual
shipments, were coal, coal products,
crude oil, and petroleum products.
Some of these cargoes moved to
power plants which could not other-
wise have been supplied.

Shipments of chemicals and allied
products totaled approximately 104

Table 16: U.S. GREAT LAKES FLEET'—SEPTEMBER 30, 1986

Gross Estimated
Vessels Registered Tons Deadweight Tons

Total 105 1,345,358 2,497,662
Bulk Carriers 92 1,285,918 2,469,375
Active 46 776,105 1,520,390
Temporarily Inactive 18 228,217 437,625
Laid-Up Inactive (More than 12 months) 28 281,596 511,360
Tankers 4 19,465 28,287
Active 0 — —
Temporarily Inactive 4 19,465 28,287
Others? 9 39,975 —
Active 1 3,968 o
Temporarily Inactive 0 —
Laid-Up Inactive (more than 12 months) 8 36,007

' Self-propelled vessels of 1,000 gross registered tons and over.

2 Includes railroad car ferries, auto ferries.

19



. .

R S 7 G /w*rzmwvw w*mn«'vwwv r'",,/w«:»y s
. . /,/ ... /’
. . »/: /ow’" . /”/// . //,z . 3,:;' '/' .
L ,,//, o ,»,,,/;* . »,/»,,/,/
o o ,&//»,/ . . o wy/
. .

. .

. v - / o /,,/
. /é%/‘mmz .

i/
. . . .
. . . .
. . . /5// -
. /////4/% . -
L . . M%M - o .
o ) . »44,/%' . f»,,,,,,,,,,,,,,,ﬁ,,, ‘4/ - / . % .
. ’ . . »,,,,/’//’ //////' . %x;»’é,,, /
. o i .
"1 i i . L ,'),/,,,/H)/»%,y/, /w/,
///// . o )U»)
. . . %

i %

. ,,»»,,,””/’»//,,/
o »,,,,ii::,,’, »,,ﬁ,é;”w ’;W;'W
L
.

i W”f

?&W

...
"»1»7",,,/, ..
% i ?/'/Z%}/’ /)))»»/’))/) i
/,» : // .

. /
.
W,,,,, 4//

///’///'»}/,’é»,: . ;///
,,,»;f/,,’, ,:’

L
.

i ”
e
. . W o

/Z// ... . =
. M _ m

-
. /y,

.

. . ,,,,% .

The MV NATIONAL GATEWAY is shown with a 20,100-ton anhydrous ammonia tow on the lower Mississippi River. On
the Tennessee-Tombigbee Waterway, the YAZOO powers a 15-barge tow.
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million tons or 17 percent of inland
waterways’ cargoes. Farm products
for domestic and export markets pro-
vided 58 million tons or 9.6 percent
of inland waterways' cargoes.

Overtonnaging was a serious prob-
lem at the beginning of the FY 1986
reporting period. A program spon-
sored by the United States Depart-
ment of Agriculture utilized about
2,000 covered hopper barges for
grain storage—reducing excess
barge tonnage by about two-thirds.
Grain rates, however, had increased
about 65 percent by August 1986,
with an additional 35 percent in-
crease expected by year’s end.

On the Tennessee Tombigbee
Waterway, the newest waterway
system linking the Tennessee River
with the Gulf via Mobile, Alabama,
cargo doubled in the first 6 months

of 1986 to 1.8 million short tons com-

pared with 1.7 million short tons for
the entire 1985 calendar shipping
year.

Domestic Operations

The domestic waterborne com-
merce of the United States exceeds
its waterborne foreign trade
shipments in terms of cargo tonnage,
number of vessels, and capacity. The
domestic segment of the American
merchant fleet serves the Great
Lakes, the inland waterways, and the
coastwise, intercoastal, and domestic
offshore trades.

Domestic Ocean Trades

The number and capacity of self-
propelled vessels in the domestic
ocean irade at the close of FY 1986
showed little change over the open-
ing levels, at 168 and 9.5 miilion
deadweight tons (dwt). However,
there was as much as 10 percent
upward variation in both number of
vessels and capacity during the
year.

No new vessels were delivered for
commercial domestic ocean service
during the year, nor were any new
shipbuilding orders placed for that
service.

The Alaskan North Slope crude oil
trade saw 56 U.S.-flag and 8 foreign-
flag tankers carrying an estimated
96 million long tons, an increase of
4.8 million tons or 5.3 percent over

the FY 1985 level. A total of
985 voyages were made from
Valdez.

Ports in the Lower 48 States,
Alaska and Hawaii, and Puerto Ar-
muelles in Panama (for transship-
ment to the Gulf and East Coast)
were served by U.S.-flag vessels.
Foreign-flag ships served the U.S.
Virgin Islands (a refining point) and
St. Lucia (a storage point) via Cape
Horn.

To compensate for a temporary
non-availability of enough domestic
trade tankers of suitable size for the
North Slope crude trade, MARAD
authorized one very large crude car-
rier (VLCC) and one 90,000-dwt.
tanker built with the aid of CDS
(construction-differential subsidy) to
enter the domestic trade on a short-
term basis. Federal regulations per-
mit transfer of a CDS-built tanker to
the Alaskan oil trade under certain
conditions for up to 6 months of any
12-month period. A pro rata payback
to the Government of CDS for the
time spent in domestic service is
required.

An additional vessel owner availed
itself of the one-year period for CDS
tanker owners to repay the unamor-
tized CDS with compound interest,
thereby gaining permanent eligibility
to operate the vessels in domestic
trade. The VLCC BROOKLYN repaid
$19.3 million.

The Caribbean terminal of the
Trans-Panama Pipeline at Chiriqui
Grande, Panama, loaded shipments
for 30 U.S.-flag tankers. These
vessels made 459 voyages to
assorted U.S. Gulf and Atlantic ports,
carrying an estimated 31 million long
tons. In FY 1986, the average daily
flow rate of the pipeline was just
over 600,000 barrels; the maximum
design rate is 800,000 barrels per
day. Twenty-four U.S.-flag tankers
carried 40 percent of the Virgin
Islands refined products trade for
FY 1986, a decrease of 18 percent
over FY 1985.

Other Domestic Shipping
Activities

In other domestic shipping ac-
tivities during FY 1986:

e MARAD continued to work with
the Department of Energy, the
Customs Service, and industry
representatives to devise a

means of assuring adequacy of
U.S.-flag shipping for the
distribution of any crude oil
drawn down from the Strategic
Petroleum Reserve (SPR).

e The Agency continued to sup-
port domestic shipping governed
by the Jones Act and related
coastwise laws, particularly in
the area of shipments of unus-
ual size or weight. Advice was
also provided to the Customs
Service on two requested
waivers involving use of foreign-
built vessels.

Charter Market
Activity

The Alaskan crude oil trade and
product shipments between U.S. Gulf
and Atlantic Coast ports remained

the two key trades for U.S.-flag
tankers in FY 1986.

Tanker surpluses in the handy-
sized range were partially offset by
MSC charters to transport oil for the
SPR. Thirty-four tankers with a total
capacity of 2.4 million tons remained
in lay-up for most of the fiscal year.
As noted earlier, the Alaskan oil
trade provided employment for much
of the remaining domestic tanker
fleet.

The U.S. Gulf to West Coast
tanker trades remained slow in
FY 1986. This was primarily due to
increased crude and refined
petroleum imports and, secondarily,
to increased pipeline throughput.

At the close of this reporting
period, freight rate in the Jones Act
tanker trades were essentially un-
changed from levels of 1985.
Although the majority of the tankers
involved in this trade were pro-
prietary vessels either owned or long-
term chartered and operated by the
oil companies, a significant single-
voyage market continued for in-
dependent tanker operators.

Offshore Drilling

As of September 30, 1986, U.S.-
based drilling contractors owned 439
offshore, mobile exploratory drilling
rigs (excluding tankers). Also on that
date, 241 rigs, of which 235 were
U.S.-owned and operated, were
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located in U.S. waters. (Two hundred
twenty-six of the U.S.-owned rigs
were located in the U.S. Gulf of
Mexico.)

Over 800 large (150-foot length
overall or greater) U.S.-flag offshore
service vessels were available to
service these rigs. An estimated 87
percent were supply or combination
tug/suppply vessels. Approximately
1,200 crew, utility and multi-function
vessels, along with 100 self-elevating
maintenance barges, were available
to supply and service offshore drilling
facilities.

During FY 1986, the utilization rate
for mobile rigs in the Gulf plunged to
a low of 27 percent. Operators of
jackup rigs caught the brunt of the
downturn. Low utilization levels
reflected cuts in capital expenditures
for oil and gas exploration and
development. By March 1986 most of
the major oil companies had cut their
1986 capital expenditures budgets
some 30 to 40 percent from origin-
ally planned levels. The reduction in
available funds for offshore oil and
gas exploration and development can
be traced directly to the collapse of
OPEC oil price supports. By the end
of September 1986, the average
OPEC price for a barrel of crude oil

was $15, compared to $28 per barrel
a year earlier.

The gross oversupply of equip-
ment, combined with the prognosis
for weak and unstable oil and gas
prices, resulted in a further decline
in the offshore contract drilling serv-
ices industry. Day rates fell to the
point where they often did not cover
operating costs. The industry was
forced into a massive financial
restructuring that included several
mergers and the sale or scrapping of
noncompetitive equipment. Nonethe-
less, severe financial difficulties per-
sisted for many operators, forcing
several to liquidate their assets and
others into Chapter 11 Bankruptcy.
The sale or scrapping of vessels
brought little financial relief as
market values for secondhand rigs
and support vessels fell to histori-
cally low levels.

After many attempts at achieving
debt restructuring, MARAD initiated
foreclosure proceedings with respect
to many of the defaulted vessels
financed with the aid of Title XI ship
financing guarantees. By the end of
FY 1986 the agency had taken title
to 73 offshore service vessels and 5
offshore mobile rigs. In an attempt to
reduce the oversupply of offshore

drilling equipment and service
vessels, tenders for resale were
sought from non-oil and gas
concerns and from nationally owned
oil companies intending to use
equipment in noncompetitive
service.

The Department of Interior held
two Gulf of Mexico area-wide lease
auctions during FY 1986. The latest
offerings generated only modest
interest due to the backlog of
unworked lease tracts remaining
from the 1983-84 area-wide sales.
With the majority of leases from the
1983 sales due to expire in 1988,
drilling activity increased somewhat
towards the end of the fiscal year.
Several major oil companies farmed
out acreage to independent drilling
contractors in an attempt to keep it
from reverting to Government
control.

At the end of FY 1986, there were
12 offshore mobile rigs on order to
the account of U.S.-based drilling
contractors. Only one was with a
U.S. yard. The 12 rigs include 2
jackups and 10 semisubmersibles. All
of the orders originated prior to the
start of FY 1986. No new rigs were
delivered to U.S. firms during the
fiscal year.
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Chapter 4

Market
Development

The Maritime Administration
(MARAD) engages in comprehensive
marketing programs designed to in-
crease U.S.-flag participation in the
Nation’s oceanborne foreign com-
merce. The programs concentrate on
market research and marketing as-
sistance to U.S.-flag operators,
improvement of communications be-
tween these carriers and shippers,
and direct consultation with firms
active in international trade.

Marketing Program

MARAD’s marketing program is
conducted in cooperation with Agency
offices strategically located through-
out the country. During FY 1986 trade
specialists assigned to regional and
area offices consulted with transpor-
tation policymakers of nearly 1,200
firms to encourage use of U.S.-flag
vessels for the carriage of their
oceanborne commerce.

Voluntary reports from carriers
and shippers indicate that some $4.8
million in ocean freight revenues for
U.S.-flag vessels resulted from these
consultations. Over the last 5 years,
it is estimated that more than $101
million in additional revenue for U.S.-
flag carriers has been generated by
this program.

During FY 1986, U.S.-flag
operators continued to use MARAD
resources to strengthen and rein-
force their own competitive
marketing initiatives. Under the
Market Lead System, six reports pro-
viding market intelligence from
private and Government sources
were distributed to vessel operators.
These letters identified close to 200
individual business opportunities hav-
ing cargo potential for U.S.-flag
carriers.

MARAD actively participated in 63
U.S. seminars, forums, workshops,
and other meetings dealing with
international trade in FY 1986. At-
tended by shippers, carriers, freight
forwarders, and other maritime inter-

ests, these meetings provided an op-
portunity to discuss and exchange
views on changing transportation
economics and practices. They also
enabled the Agency to brief several
thousand executives on the national
benefits which result from patronage
of U.S.-flag services.

Market Analysis and
Planning

The Market Analysis and Planning
Program is MARAD's primary area of
research aimed at enhancing the
U.S.-flag fleet’s competitiveness,
revenues, and profitability. It also
assists in developing Agency policy
on major issues with market impacts,
in gauging the state of the industry,
and in guiding the development of ef-
fective maritime marketing programs.

Market information activities in-
cluded the issuance of a periodic
report on U.S. imports and exports
transshipped through Canada for
1984.

During the year, MARAD also fur-
ther improved information procedures
to provide quick access to cargo
data. As a result, information con-
cerning cargo movements between
U.S. and foreign ports is available
within 45 days of loading at the port
of exit.

Bilateral Cargo
Monitoring

MARAD continued to monitor
cargo movements between the
United States and its trading part-
ners. While numerous trades were
examined, 11 countries received
special attention due to changing
trade conditions, unilateral actions on
their part, or the existence of
bilateral trade agreements.

Waterborne liner cargo moving be-
tween the United States and China
continued to be monitored in fiscal
year 1986 due to the prior existence
of a bilateral maritime agreement
covering that trade anq subsequent
meetings exploring the ‘possibilities
for a new agreement.

In calendar year 1985, the ocean-
borne trade between the United
States and China totalled 6.7 million
tons valued at $4.8 billion, an in-
crease of approximately 30 percent

over the previous year. U.S.-flag
vessels carried an adjusted 6 per-
cent by weight and 21 percent by
value, representing a modest in-
crease in U.S.-flag market share.

Preference Cargoes

MARAD is responsible for monitor-
ing compliance with the cargo
preference laws of the United States
and encouraging Federal agencies to
ensure that the U.S.-flag fleet
receives the maximum cargo shares
it is entitled to carry under these
laws. '

The three principal cargo
preference laws are:

e The Cargo Preference Act of
1904, which requires all items
procured for or owned by the
military departments to be car-
ried exclusively on U.S.-flag
vessels. (MARAD's oversight
responsibilities under the Mer-
chant Marine Act of 1970
[Public Law 91-469] encompass
all of the Department of
Defense’s [DOD’s] ocean trans-
portation requirements to ensure
that at least 50 percent of the
100 percent requirement is met
by the use of privately owned
U.S.-flag commercial vessels as
required by Public Law 83-664.);

e Public Resolution 17 of the 73rd
Congress, which requires that
all cargoes generated by the
Export-Import Bank (Eximbank)
be shipped on U.S.-flag vessels,
unless a waiver is granted; and

@ The Cargo Preference Act of
1954 (Public Law 83-664), which
requires that at least half of all
Government-generated cargo
subject to the law be trans-
ported on privately owned, U.S.-
flag commercial vessels avail-
able at fair and reasonable
rates. As noted below, recent
amendments to the Merchant
Marine Act, 1936, further re-
quire that the percentage of cer-
tain agricultural cargoes moving
on U.S.-flag vessels increase
from 50 to 75 percent over a
three-year period commencing
in April 1986.

To assure that all cargo prefer-
ence laws are followed, MARAD
monitors the shipping activities of

23



Table 17: GOVERNMENT-SPONSORED CARGOES—CALENDAR YEAR 1985 ' 2

Public Law 664 Cargoes:

U.S.-Flag Percentage
Revenue Total U.S.-Flag U.S.-Flag
Shipper ($1,000) Metric Tons Metric Tons Tonnage
Agency for International Development (AID):

Loans and Grants 79,081 2,264,060 1,071,083 473

P.L. 480—Title I 151,965 2,724,137 1,398,545 51

Section 416 14,585 183,513 89,686 55
Department of Agriculture:

P.L. 480—Title | 162,443 5,205,067 2,600,054 50

CCC African Food Assistance Program 15,081 337,641 196,322 58
Department of Commerce:

Agencies 461 957 334 35+4
Department of Defense:

Foreign Military Sales Credit

and MAP/Merger Programs 49,792 151,579 119,798 792

U.S. Corps of Engineers 714 2,791 2,090 75
Department of Energy:

Bonneville Power Administration 296 890 598 67

Strategic Petroleum Reserve 26,667 5,245,341 2,811,441 545

Hydroelectric Program 0 195 0 03
Department of Health and Human Services 11 20 13 66
Department of Interior:

Bureau of Reclamation 3 17 17 100

Other Agencies 16 25 20 80
Department of Justice:

Federal Bureau of Investigation 50 67 67 100
General Accounting Office 4 10 6 60
National Aeronautics and Space Administration 87 296 121 414
National Science Foundation 44 78 43 55
Tennessee Valley Authority 117 728 385 53
General Services Administration:

Stockpile 891 6,723 2,551 383

Other Agencies 735 2,183 1,205 55
Department of Transportation:

Urban Mass Transportation Administration 6,795 35,840 24,236 66 2

Federal Aviation Administration 3 2 2 100

Coast Guard 72 85 85 100
U.S. Information Agency 346 997 703 71
Depa;rtment of State:

Foreign Building Office 554 3,462 2,053 59

Defense Attache Office 16 33 29 88

Other Agencies (not including AID) 43 34 34 100
Other Agencies 16 29 19 65¢
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Table 17: GOVERNMENT-SPONSORED CARGOES—CALENDAR YEAR 1984 ' 2—(Continued)

Public Resolution 17 Cargoes:

Total U.S.-Flag
Freight Freight Percentage
Revenue Revenue U.S.-Flag
Export-import Bank $30,626,000 $23,824,828 797
Cargo Preference Act of 1904 Cargoes:
Percentage of Total
Metric Tons Troop Support Cargoes
Department of Defense Troop Support Cargoes
(Military Sealift Command)®
U.S.-flag privately owned vessels 12,013,302 85.8
U.S.-flag (vessels) less than 3 years under U.S. registry 68,802 5
U.S. Government-owned vessels 755,899 54
Total U.S.-flag carriage of MSC Troop Support Cargoes 12,838,103
U.S.-Flag Percentage
Revenue Total U.S.-Flag U.S.-Flag
Shipper ($1,000) Metric Tons Metric Tons Tonnage
Department of Defense Commercial Contractor Cargoes ®
Army Material Command 93 14,155 1,404 10
Air Force 65 7,402 496 6
Corps of Engineers 69 2,792 2,090 75
Defense Logistics Agency 143 29,017 4,789 17
Navy 6,039 15,942 15,675 98
Total U.S.-flag carriage of Department of Defense Commercial
Contractors Cargoes 6,049 69,308 24,454
Total U.S.-Flag Percentage
U.S.-Flag Metric Metric U.S.-Flag
Revenue Tons Tons Tonnage

Agency for International Development (AID)/Israeli
Agreement-Cash Transfer Program: $28,207,011 1,533,699 824,906 53.8 1

" Includes civilian agencies, Department of Defense (DOD) Foreign Military Sales Program, and a partial listing of DOD commercial contractor shipments. DOD
Troop Support cargoes processed by the Military Sealift Command are reported for the first time.

2 Several agencies’ tonnages are reflected in metric tons for uniformity only. Cargo preference compliance for those programs involving high cube/low density
cargo, is achieved on a gross revenue ton basis. Percentages reflected on a weight tonnage basis for such programs do not necessarily represent the exact
extent of the program’s compliance with the statute.

3 This program did not meet the minimum 50 percent U.S.-flag participation level. Sufficient U.S.-flag service was available on a timely basis which would have
enabled the agency to meet the cargo preference compliance requirement.

¢ Agencies complied with the statute. The imbalance in favor of foreign-flag shipments was due to nonavailability of U.S.-flag service.

* MARAD accounts for the SPR program on the basis of long-ton miles (LTM). in CY 1985, this program provided a total of 17.5 billion LTM of which U.S -flag carriers
derived 8.8 billion LTM or 50 percent.

& Cargo of government and private agencies that generated less than 100 metric tons of cargo in 1985. The agencies which reported in 1985 are: Action; Agriculture
Marketing Service; Agriculture Research Service; American Battle Monuments Commission; Animal, Plant Health Inspection Service; Center for Disease Control;
Defense Accounting Office; Drug Enforcement Administration; Foreign Agricultural Service; General Accounting Office; Geological Survey; Immigration and
Naturalization Service; International Exchange Service, Labor Department; Library of Congress; Narcotics Assistance Unit; National Oceanic and Atmospheric
Administration; National Park Service; Peace Corps; Smithsonian Institute; Soil Conservation Service; Treasury Department; U.S. Customs Service; U.S. Trade
Representatives; Veterans Administration; Board of International Broadcasting; and Foreign Broadcast Information Services.

7 Compliance based on Freight Revenue only.

& As MSC records liner cargo in measurement tons, MARAD has converted these to metric tons using a factor of .293 metric tons per measurement ton. Statistics
are shown on a fiscal year (1985) basis, since calendar year data was not provided.

® DOD’s contracting activities are subject to the Cargo Preference Act of 1904 (10 USC 2631). P.L. 664 impacts 10 USC 2631 by requiring that privately owned
U.S.-flag vessels must be used for at least 50 percent of DOD’s 100 percent U.S.-flag requirement. DOD’s contractor’s must use privately owned U.S.-flag
commercial vessels for 100 percent of their cargoes since such cargoes are processed totally within the commercial transportation environment. Data reflects
only a partial listing of DOD’s contracting activities for the year due to the delayed involvement of MARAD in these contracting activities, and the need by DOD
to update its active contracts to reflect the U.S.-flag shipping provisions contained in the Federal Acquisition Regulation (FAR).

° While statistics are shown for CY 1985 shipments, Israeli cash transfer program is maintained on a fiscal basis. This reflects the terms of the side letter executed
each year between the Government of Israel (GOI) and AID. On a fiscal year (1985) basis, GOl shipped 48.6 percent on U.S.-flag vessels: Total tons FY 1985
1,567,088; U.S.-flag tons, 761,940; and U.S.-flag revenue, of $25,769,304.
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56 Federal agencies, independent
establishments, and Government
corporations. (See Table 17.) With
the exception of the Eximbank, for
which records are maintained over
the life of a loan or guarantee,
statistics for such programs are
maintained on a calendar-year (CY)
basis.

A computerized reporting system
enabled MARAD to process 29,666
- bills of lading for CY 1985. These
documents covered civilian agencies,
some DOD contractor shipments, Ex-
imbank, and most Foreign Military
Sales Credit program (FMSC)
cargoes. The equivalent of 30,500
bills of lading covering Military
Assistance Program (MAP) and
FMSC shipments also were pro-
cessed using computer tapes pro-
vided by DOD.

Agencies Not in Full Compliance
with Public Law 664

For CY 1985 the Agency for Inter-
national Development (AID) loans
and grants program failed to meet
the 50 percent requirement. AID
could not substantiate the non-
availability of U.S.-flag vessels for
296,782 metric tons of gasoil from
points outside the United States. Ad-
ditionally, AID awarded a contract for
the movement of fertilizer to Burma
with transshipment. The contract in-
hibited the full use of U.S.-flag
vessels by allowing a foreign-flag
vessel to carry the cargo on the
major portion of the voyage.

For CY 1985 MARAD has deter-
mined that the General Services
Administration stockpile program did
not meet the 50 percent U.S.-flag
requirement. U.S.-flag vessels were
available but were denied these
cargoes by the receivers in favor of
foreign-flag vessels. Accordingly,
MARAD has determined this program
to be in noncompliance with Public
Law 664.

For CY 1985 the U.S. Department
of Energy, in its cooperative
hydropower projects, failed to meet
the 50 percent U.S.-flag requirement.
Since U.S.-flag service was available
on a regular basis, and the receivers
used foreign-flag vessels, MARAD
has determined that this program
was not in compliance with the
Cargo Preference Act of 1954.

Significant Developments in Cargo
Preference

The Merchant Marine Act, 1936,
was amended in December 1985 by
the passage of Section 1142 of the
Food Security Act of 1985 (Public
Law 99-198). This revised the cargo
preference requirements affecting
the U.S. Deparitment of Agriculture
and the Commaodity Credit Corpora-
tion (CCC).

The 1936 Act previously provided
under section 901(b), in part, that at
least 50 percent of the gross ton-
nage of certain Government-impelled
cargoes shall be transported on
privately owned U.S.-flag commercial
vessels. The amendments now re-
quire that certain specified export
programs of the CCC be increased
beyond the 50 percent U.S.-flag re-
quirement and that U.S. farm pro-
ducts made available at prevailing
world prices, with blended credit
guarantees or under a barter ar-
rangement, are exempt from cargo
preference. An additional 10 percent
of the tonnage of these programs
shall be transported on U.S.-flag
vessels for the 12-month period com-
mencing April 1, 1986. This additional
percentage increases to 20 percent
for the 12-month period commencing
April 1, 1987, and to 25 percent for
each 12-month period thereafter.
These stepped increases will bring
the U.S.-flag share of these cargoes
to 75 percent.

Department of Defense

In 1985, MARAD executed
agreements with the Departments of
Army, Navy, and Air Force, the
Corps of Engineers, and the Defense
Logistics Agency, covering their com-
mercial contracting activities. Under
these agreements, MARAD assists
DOD and its commercial contractors
and suppliers in securing appropriate
U.S.-flag shipping service.

The CY 1985 statistics shown in
Table 17 include only a small portion
of the commercial contract cargoes
generated by these agencies,
because the vast majority of DOD’s
contracts did not contain bills of
lading reporting provisions. MARAD
will be able to secure these docu-
ments for future reporis as contracts
are modified to reflect MARAD’s
agreements with the defense
agencies.

Tonnages carried by U.S.-flag
vessels for troop support cargoes
processed by the Military Traffic
Management Command and the
Military Sealift Command (MSC) are
not included in Table 17’s DOD con-
tractor shipment statistics. However,
MARAD is initiating the reporting of
the DOD troop support cargoes pro-
cessed by the MSC, as a separate
listing. A breakdown of this tonnage
between U.S.-flag privately owned
and U.S. Government-owned vessels
is included. The data is provided by
the MSC, with no independent
MARAD verification. Precise revenue
data from the MSC is not available.
This report covers activities which
occurred in FY 1985.

The Army, Navy, Air Force, and
the Corps of Engineers failed to
achieve 100 percent U.S.-flag par-
ticipation in their commercial con-
tracting activities during CY 1985.
Only a small portion of foreign-flag
participation was due to the non-
availability of U.S.-flag vessels. The
primary reasons for the shortfalls
were the inconsistencies previously
existing in the Defense Acquisition
Regulation provisions, the absence of
appropriate U.S.-flag provisions in the
preponderance of DOD’s contracts,
and some procuring agencies’ lack
of experience with cargo preference.
These problems have been ad-
dressed by recent agreements be-
tween MARAD and the DOD contrac-
ting commands, and by the Federal
Acquisition Regulation (FAR), which
became effective on April 1, 1984.
The FAR clearly states that DOD
cargoes are covered by the Cargo
Preference Act of 1904, making them
subject to a 100 percent U.S.-flag-
requirement.

Technically, each of the DOD con-
tracting commands failed to meet the
requirements of both the Cargo
Preference Act of 1904 and Public
Law 664. In view of the corrective
action agreed to, the shortfalls in
compliance are not viewed by
MARAD as overt violations of the
statutes.

Strategic Petroleum Reserve

In 1977, the U.S. Government an-
nounced its intention to store 750
million barrels of crude oil in salt
domes along the U.S. Gulf Coast as
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a Strategic Petroleum Reserve (SPR).
At the end of CY 1985, 493 million
barrels of crude oil had been stored
at five SPR sites.

The Cargo Preference Act requires
the Department of Energy to
transport at least 50 percent of the
oil in U.S.-flag tankers. In 1977,
MARAD and DOE agreed that a long
ton/miles formula would be used to
determine compliance, rather than
total tonnage carried.

In CY 1985, U.S.-flag tankers car-
ried SPR cargo amounting io 8.8
billion long ton/miles (50.3 percent).
This carriage generated $26.7 million
in revenue. All shipments in CY 1985
were from foreign sources.

Eximbank

In the Eximbank program, total
ocean freight revenues increased
from $23.6 million in CY 1984 to $30
million in 1885. During 1985 U.S.-flag

- operators earned $23.8 million

representing 79 percent of the total
ocean freight revenues. The increase
in the Eximbank program was at-
tributed to the approval of several
new projects that generated ocean
shipments during the calendar year.

Cotton being loaded aboard
Farrell Lines’ EXPORT LEADER
in New Orleans was part of

47,700-bale shipment to Zaire
-and Bangladesh.
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Chapter 5

Port and
Intermodal
Development

MARAD provides research and
technical assistance in the manage-
ment areas of port and intermodal
planning and operations to state and
local port authorities and private in-
dustry. It also develops contingency
plans for the utilization of ports and
port facilities to meet defense needs
in times of national emergency or
war. (See Chapter 8.)

Annual Report on Ports

The Secretary of Transportation is
required by Public Law 96-371 to
submit an annual report to Congress
on the status of public ports of the
United States. The report for CY 1985
examined the composition of the port
industry, highlighted the issues and
problems which affect it, and
reviewed the importance of U.S.
ports to the Nation's economy and
military security. It was delivered to
the Congress on September 30, 1986.
Initial plans for the 1986 report were
formulated with a goal of delivery to
the Congress early in 1987.

Port and Waterway

Development

During FY 1986, MARAD con-
tinued to promote the use of the
Agency’s marine research simulator,
located at its Kings Point Computer-
Aided Operations Research Facility
(CAORF), for testing alternative port
channel designs to reduce the costs
of maintenance dredging and im-
provement projects. The Agency alsc
participated in developing data bases
and analytical methods needed to
estimate the costs of dredging and
maintaining navigable channels.
These assessments can be used to
evaluate various proposed user
charges and to measure their direct
impact on individual U.S. ports and
waterways.

Technical and Research

Assistance with Ports

MARAD provided technical and
research assistance through pro-
grams and projects dedicated to
strengthening the role of U.S. ports
in national defense and economic
development. This required the
development of analytical research

tools and technigues to improve plan-

ning, productivity, and the general
efficiency of port management and
marine terminal operations. These
technical projects were funded on a
cost-sharing basis involving State or
local port authorities or private sec-
tor organizations and MARAD.

For example, in FY 1986 the
Agency entered into a cooperative
agreement with the five Upper
Mississippi River States (lllinois,
lowa, Minnesota, Missouri, and
Wisconsin) to carry out a transport
economic study of that river’s towing
industry. Its primary purpose is to
define and test efficiency measures
that will improve operating costs,
capital recovery, and profit of tow
operators. The study will also assess
infrastructure procedures and recom-
mend actions to improve operating
practices. The five states participate
as a managing and funding consor-
tium. The Department of Agriculture
and MARAD provided matching funds
and are members of the study
Advisory Committee.

As part of MARAD's cost-sharing
research and development efforts
with industry, the Agency developed
a conceptual design of a port finan-
cial management information system
with the American Association of
Port Authorities (AAPA) and 14 par-
ticipating ports. The project produced
an automated modular design adap-
table to the specific requirements of
individual ports.

Continuing its efforts to provide
the U.S. port industry with anaytical
planning and management tools, the
Agency completed its first update of
the Port Economic Impact Kit. This
update provides a full report plus a
description of a hand-calculation
method for assessing a port’s eco-
nomic impact. Consistent with current
practice, the update also provides

the methodology programmed on a

floppy disk for IBM compatible mini-
or personal computers. (Information
on ordering MARAD publications is

contained in Appendix IV.)

During FY 1986 the Agency com-
pleted research for an automated
methodology to determine the pricing
by ports of facilities used by terminal
operators based on an existing
MARAD formula. The intent is to
enable port managers to develop
optimum pricing strategies.

MARAD continued development of
new port-oriented data systems in
FY 1986. In conjunction with the
Office of the Secretary of Transporta-
tion, the Agency initiated a new
mainframe/microcomputer-based in-
formation system to generate the
foreign trade and transport data
needed for international transport
negotiations. The system also
enhances efforts to promote use of
the Nation’s ports and the U.S.-flag
merchant marine.

In addition, 14 software com-
ponents were completed in the
development and demonstration of
an automated Inland River Port
Management Information System at
the Port of St. Louis. The system will
provide other river ports with more
rapid access to data needed to make
decisions such as capital budgeting
and land use.

Port Planning
Program

MARAD’s FY 1986 cost-shared
port and intermodal planning pro-
grams included cooperative port-
development studies with local,
State, and regional port agencies and
associations; port-planning and
management information systems, in-
cluding database development; and
financial and economic-impact
analyses projects. Emphasis during
the year was placed on developing
generic methodologies usable by any
U.S. port or region. This included the
development of the appropriate soft-
ware for use on mini- or personal
computers. Projects under this pro-
gram which were completed, con-
tinued, or initiated in FY 1986 are
listed on the next page.
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Projects Completed

Description

Cost Reduction Proposals
for P.L. 480 Cargo

Service Contracts

Laminar Flow/Boundary
Air Technology

Port Financial Management
System

Port Pricing

inland River Port Information
System

Marine Terminal Capacity
Handbook

Potential Port Revenue
Sources

Terminal Productivity Study

Prepared a set of six proposals to reduce transport costs of government-generated cargo
moving under Public Law 480. The proposals were submitted to the U.S. Department of
Agriculture, the Agency for International Development and the Office of Management and
Budget.

Evaluated potential U.S. Government cost savings that could be realized through service
contracts for commodity transactions and ocean transportation of agricultural export programs.

Updated an analysis of anticipated investment and operating costs compared with other
existing systems to discharge bulk cargo vessels anchored offshore. Developed a dis-
counted cash-flow analysis of these revised costs and potential revenues, and prepared a
comparison of voyage costs for shipping various tonnages of bulk cargos using laminar
flow/boundary air technology.

Designed and developed a generic port financial management information system for the
U.S. port industry, through a cooperative agreement with the American Association of Port
Authorities involving 14 participating ports.

Revised and automated the MARAD Port Pricing Formula for the use of port terminal
facilities. Ports derive benchmark prices based on this formula and the prices, in turn,
form the basis for compensatory tariffs.

Developed and demonstrated a prototype management information system for the U.S. in-
land river port industry, at the Port of St. Louis. The system addresses inland port data
requirements for management, operations, marketing, and planning.

Updated the Port Handbook for Estimating Marine Terminal Cargo Handling Capability. The
handbook provides a simple and reliable method of estimating the annual cargo-throughput
capacity of U.S. ports and marine terminals.

Monitored the multi-phase, MARAD-sponsored university research contract with the
Transportation Center, University of Tennessee, which assessed potential new revenue
sources available to inland and ocean U.S. ports.

At the request of the National Association of Stevedores, initiated and funded a study and
symposium on improving productivity in U.S. marine container terminals. The study was
prepared by a committee established by the National Academy of Sciences’ Marine Board.

Ongoing Projects

Description

Upper Mississippi River
Transportation Economic
Study

Study of Socio-economic
and Technological Change
at Ports

MARAD/Corps of Engineers
Memorandum of
Understanding

Port Facilities Inventory

Small Port Siting Evaluation
System

Signed a Cooperative Agreement with the lowa Department of Transportation representing
a consortium of five Upper Mississippi River States for an economic analysis and modeling
of operating efficiencies for river towing companies. The U.S. Department of Agriculture
also participates in this project.

Continued monitoring a MARAD-sponsored university research project by the
Massachusetts Institute of Technology on the impacts of socio-economic and
technological change on U.S. ports.

Participated in semi-annual meetings of a joint working committee with the U.S. Army
Corps of Engineers, addressing cooperative projects in marine transportation technology
systems, port and waterway development, joint research, and applied engineering.

Continued updating various segments of the Agency’s automated Port Facility Inventory,
including the Columbia-Snake River system, all Alaskan ports, and the individual ports of
Chicago, Texas City, Galveston, Stockton, and Sacramento.

Continued preparation of a report, computer software, and user’s guide for an automated
model to analyze and evaluate facility sjtes at small ports.

Projects Initiated

Description

Port Expenditure Survey

Economic impact of U.S.
Port Industry

Waterborne Trade Data
Base

Port Facility Inventory
Evaluation

Initiated research to update the MARAD report United States Port Development Expen-
diture Survey which profiles major expenditures for new construction and rehabilitation.

Began contractual process for the development of a MARAD input-output model to con-
duct annual assessments of the national economic contributions of the U.S. port industry.

In conjunction with the Office of Economics, Office of the Secretary of Transportation,
MARAD initiated efforts to update and expand the automated, international waterborne-
trade data base used to generate current port and bilateral trade statistics.

Initiated an in-house study of the Port Facility inventory to evaluate appropriate changes in
the hardware, software, and data record configuration.
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Port Operations
Program

This cost-shared program helps im-
prove productivity in the operation of
facilities, equipment, and waterways.

Following are FY 1986 completed
and ongoing projects:

The program also provides planning
for emergency operating conditions
in time of crisis or war.

Completed Projects

Description

Computer Program to Aid
Spill Response

Port Vessel Emissions
Model

Publications

Marine Board Vapor
Emissions Study

Port Study of Ocean
Incineration

in cooperation with the Coast Guard, monitored Phase Il of DOT-sponsored university
research by Dillard University on an oil and chemical spill response computer program. It
is designed to enable regional response teams to use high technology tools, such as
microcomputer mapping and laser video disks, to expedite containment and clean-up
operations.

Coordinated the technical review of the MARAD Port Vessel Emissions Model developed
by the Port of Long Beach with the Coast Guard, the Environmental Protection Agency,
and the American Institute of Merchant Shipping to validate potential use of the model by
the maritime industry and environmental regulators. '
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