TITLE VII*—PRIVATE CHARTER OPERATION

SEC. 701. ADDITIONAL POWERS OF SECRETARY FOR
COMPLETION OF PROGRAM (46 App. U.S.C. 1191
(2002)). Whenever the Secretary of Transportation shall find and
determing, and such finding and determination shall be approved by the
President of the United States, that the national policy declared in sec-
tion 101 of this Act, and the objectives st forth in section 210 of this
Act, cannot be fully realized within a reasonable time, in whole or in
part, under the provisions of Titles V and VI, the Secretary of
Transportation is hereby authorized and directed to complete its long-
range program previously adopted as hereinafter provided in this title.

SEC. 702. CONSTRUCTION OR RECONDITIONING OF
VESSELS BY SECRETARY (46 App. U.S.C. 1192 (2002)).
The Secretary of Transportation is authorized to have constructed in
shipyards in the continental United States, such new vessels as he shall
determine may be required to carry out the objects of this Act, and to
have old vessels reconditioned or remodeled in such yards: Provided,
That if satisfactory contracts for such new construction or reconstruc-
tion, in accordance with the provisions of this Act, cannot be obtained
from private shipbuilders, the Secretary of Transportation is authorized
to have such vessels constructed, reconditioned, or remodeled in United
States navy yards. For the purposes of this section, the term “continen-
tal United States” includes the States of Alaska and Hawail.

SEC. 703. COMPETITIVE BIDDING (46 App. U.S.C.
1193 (2002)). (a) Construction, reconstruction, or recondi-
tioning of vessels. No contract for the building of a new vessel, or
for the reconditioning or reconstruction of any other vessel, shall be
made by the Secretary of Transportation with any private shipbuilder,
except after due advertisement and upon sealed competitive bids.

(b) Requirements. All contracts for the construction, reconditioning, ot
reconstruction of a vessel or vessels by a private shipbuilder under authority
of this title shall be subject to all the provisions and requircments prescribed
in title V of this Act with respect to contracts with a private shipbuilder for
the construction of vessels under authority of that title.

(¢) Opening of bids. All bids required by the Secretary of
Transportation for the construction, reconstruction, or reconditioning of
vessels, and for the chartering of the Secretary’s vessels hereinafter
provided for, shall be opened at the time, hour, and place stated in the

* Throughout Title VII of the Merchant Marine Act, 1936, the term “citizen of the United
States” is defined as provided in footnote 1, page | supra. With respect te the charter of war-
built vessels, see Section 5(e) and (£} of the Merchant Ship Sales Act, 1946, as amended (50
U.8.C. App. 1738 (e) & (f)), page 291, infra, For provisions restricting the abligation of the
Maritime Administration to pay for consumbable stores, bunikers and slop chest items on char-
tered vessels, see Public Law 84-121 (6% STAT 231} and Public Law 84-604 (70 STAT 318).
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advertisement for bids, and all interested persons, including representa-
tives of the press, shall be permitied to attend, and the results of such
bidding shall be publicly announced.

SEC. 704.* CHARTER OR SALE OF VESSELS
ACQUIRED BY DEPARTMENT OF TRANSPORTAT ION
(46 App. U.S.C. 1194 (2002)). All vessels transferred to or other-
wise acquired by the Depart-ment of Transportation in any manner may be
chartered or sold by the Secretary of Transportation pursuant to the further
provisions of this Act.

SEC. 705. EMPLOYMENT OF VESSELS ON FOREIGN
TRADE ROUTES; SELECTION OF ROUTES; ENCOUR-
AGING PRIVATE OPERATION BY SALE OR CHARTER;
SELLING PRICE (46 App. U.S.C. 1195 (2002)). Assoon as
practicable after the passage of this Act, and continuing thereafter, the
Secretary of Transpor-tation shall arrange for the employment of the
Department of Transportation’s vessels in steamship lines on such trade
routes, exclusively serving the foreign trade of the United States, as the
Secretary of Transportation shall determine are necessary and essential for
the development and maintenance of the commerce of the United States
and the national defense: Provided, That such needs are not being ade-
quately served by existing steamship lines privately owned and operated by
citizens of the United States and documented under the laws of the United
States. It shall be the policy of the Secretary of Transportation to encour-
age private operation of each essential steamship line now owned by the
United States by selling such lines to citizens of the United States in the
manner provided in section 7 of the Merchant Marine Act, 1920, and in
strict accordance with the provisions of section 5 of said Act, or by demis-
ing his vessels on bare-boat charter to citizens of the United States who
shall agree to maintain such line or lines in the manner hereinafter provid-
ed. No vessel constructed under the provisions of this Act, as amended,
shall be sold by the Secretary of Transportation for operation in the foreign
trade for a sum less than the estimated foreign construction cost exclusive
of national defense features (determined as of the date the construction
contract therefor is executed) less depreciation based on a twenty-five-year
life, nor shall any such vessel be sold by the Secretary of Transportation
for operation in the domestic trade for a sum less than the cost of construc-
tion in the United States exclusive of national defense features less
depreciation based on a twenty-five-year life.”

 Section 1 of the Act of June 29, 1949 (63 STAT. 349), as amended (46 App. U.5.C.
864b) provides: “On or after June 29, 1949, no sale of a vessel by the Maritime
Administration of the Department of Transportation shall be completed until its ballast
and equipment shall have been inventoried and their value taken into consideration by
the Maritime Administration in determining the selling price.”

2 See footnote 8, page 22, supra.
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SEC. 706. ADVERTISING FOR BIDS FOR CHARTERS;
REJECTION OF BIDS (46 App. U.S.C. 1196 (2002)).

(a) The Secretary of Transportation shall not charter the Department
of Transportation’s vessels to private operators except upon competitive
sealed bids submitted in strict compliance with all the terms and condi-
tions of a public advertisement soliciting such bids. Each and every
advertisement for bids to charter the Department of Transportation’s
vessels shall state the number, type, and tonnage of the vessels the
Secretary of Transportation is offering for Ppare-boat charter for opera-
tion as a steamship linc on a designated trade route, the minimum num-
ber of sailings that will be required, the length of time for which the
charter will be given, and all other information the Secretary of
Transportation shall deem necessary for the information of prospective
bidders.

(b) The Secretary of Transportation shall have authority to, and shall
announce in his advertisements for bids that the Secretary of Transpor-
tation reserves the right to, reject any and all bids submitted. The
Secretary of Transportation shall reject any bid for the charter (under
sections 701 to 713, both inclusive, of this title, as amended ) of any
vessel constructed under the provisions of this Act, as amended, if the
charter hire offered by the bidder is lower than the minjmum charter
hire for such vessel would be if chartered under the provisions of sec-
tion 714, as amended, of this title.

SEC. 707. AWARDING CHARTER ON BIDS (46 App.
U.S.C. 1197 (2002)).

(a) Highest bid. The Secretary of Transportation shall award the
charter to the bidder proposing to pay the highest monthly charter hire
unless the Secretary of Transportation shall reject such bid for the rea-
sons set forth in subsection (b} of this section.

(b) Rejection of highest bid. The Secretary of Transportation may
reject the highest or most advantageous or any other bid, if, in the
Secretary’s discretior, the charter hire offered is deemed too low, or the
Secretary of Transportation determines that the bidder lacks sufficient
capital, credit, or experience to operate successfully the ling; but the
reason of reasons for rejection of any bid upon request of the bidder,
shall be stated to such bidder in writing.

(c) Next highest bid; rejection of all bids and readvertisement. If
the highest bid is rejected, the Secretary of Transportation may award
the charter to the next highest bidder, or may reject all bids and readver-
tise the line: Provided, however, That the Secretary of Transportation
may operate the line until conditions appear to be more favorable fora
reoffering of the line for private charter.
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SEC. 708. PAYMENT OF SUBSIDIES TO CHARTERERS
(46 App. U.S.C. 1198 (2002)). The Secretary of Transportation
may, if in his discretion financial aid is deemed necessary, enter into a
contract with any charterer of its vessels for payment to such charterer
of an operating-differential subsidy upon the same terms and conditions
and subject to the same limitations and restrictions, where applicable, as
are elsewhere provided in this Act with respect to payments of such
subsidies to operators of privately owned vessels.

SEC. 709. EXCESS PROFIT; PAYMENT TO SECRETARY;
FORMULA FOR DETERMINING PROFIT (46 App.
U.S.C. 1199 (2002)).

(a) Every charter made by the Secretary of Transportation pursuant to
the provisions of this title shall provide that whenever, at the end of any
calendar vear subsequent to the execution of such charter, the cumula-
tive net voyage profits (after payment of the charter hire reserved in the
charter and payment of the charter’s fair and reasonable overhcad
expenses applicable to operation of the chartered vessels) shall exceed
10 per centum per annum on the charterer’s capital necessarily
employed in the business of such chartered vessels, the charterer shall
pay over to the Secretary of Transportation as additional charter hire,
one-half of such cumulative net voyage profit in excess of 10 per cen-
tum per annum: Provided, That the cumulative net profit so accounted
for shall not be included in any calculation of cumulative net profit in
subsequent years.

(b) Every charter shall contain a definition of the terms “net voyage
profit™ and “fair and reasonable overhead expenses™, and “capital neces-
sarily employed”, as said terms are used in subsection (a) of this sec-
tion, setting forth the formula for determining such profit and overhead
expense and capital necessarily employed, which definitions shall have
been previously approved by the Secretary of Transportation and pub-
lished in the advertisement for bids for such charter.

SEC. 710. UNDERTAKING REQUIRED OF CHARTERER
(46 App. U.S.C. 1200 (2002)). Every charterer of the Sccretary of
Transportation’s vessels shall be required to deposit with the Secretary
of Transportation an undertaking with approved sureties as security for
the faithful performance of all of the conditions of the charter, including
indemnity against liens on the chartered vessels, in such amount as the
Secretary of Transportation shall require.

SEC. 711. TERMS AND CONDITIONS OF CHARTERS (46
App. U.S.C. 1201 (2002)). The charters to be made by the
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Secretary of Transportation pursuant to the provisions of this title shall
demise the vesscls to the charterer subject to all usual conditions con-
tained in bareboat charters, and until January 1, 1940, shall be for terms
of three years or less as the Secretary of Transportation may decide:
Provided, That after January 1, 1940, charters may be executed by the
Secretary of Transportation for such terms as the experience gained by
the Secretary of Transportation shall indicate are to the best interests of
the United States and the merchant marine.

SEC. 712. INSURANCE REQUIREMENTS; REPAIRS;
INSPECTION BY SECRETARY; TERMINATION OF
CHARTER IN NATIONAL EMERGENCY (46 App. US.C.
1202 (2002)). Every charter shall provide—

(a) That the charterer shall carry on the chartered vessels, at his own
expense, policies of insurance covering all marine and port risks, pro-
tection and indemnity risks, and all other hazards and liabilities, in such
amounts, in such form, and in such insurance companies as the
Secretary of Transportation shall require and approve, adequate to cover
all damages claimed against and losses sustained by the chartered ves-
sels arising during the life of the charter: Provided, That in accordance
with existing law, some or all of such msurance risks may be underwrit-
ten by the Secretary of Transportation himself as in his discretion he
may determine.

(b) That the charterer shall at its own expense keep the chartered ves-
sel in good state of repair and in cfficient operating condition and shall
at its own expense make any and all repairs as may be required by the
Secretary of Transportation.

(¢) That the Secretary of Transportation shall have the right to inspect
the vessel at any and all times to ascertain its condition.

{d) That whenever the President shall proclaim that the security of
the national defense makes it advisable, or during any national emer-
gency declared by proclamation of the President, the Secretary of
Transportation may terminate the charter without cost to the United
States upon such notice to the charterers as the President shall
determine.

SEC. 713. FINANCIAL RESOURCES AND OTHER FAC-
TORS CONSIDERED IN AWARDING CHARTERS (46
App. US.C. 1203 (2002)). In the awarding of charters, the
Secretary of Transportation shall take in consideration the charter’s
financial resources and credit standing, practical experience in the oper-
ation of vessels, and any other factors that would be considered by a
prudent busincssman in entering into a transaction involving a large
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investment of his capital; and the Secrctary of Transportation is directed
to refrain from chartering the Department of Transportation’s vessels to
any person appearing to lack sufficient capital, credit, and experience to
operate successfully the vessel over the period covered by the charter.

SEC. 714.* CONSTRUCTION AND CHARTERING OF
VESSELS FOR UNSUCCESSFUL ROUTES; PURCHASE
OF VESSEL BY CHARTERER; PURCHASE PRICE;
OPERATION OF VESSEL IN FOREIGN TRADE (46 App.
U.S.C. 1204 (2002)). If the Secretary of Transportation shall find
that any trade route (determined by the Secretary of Transportation to be
an essential trade route as provided in section 211 of this Act) cannot be
successfully developed and maintained and the Secretary of
Transportation’s replacement program cannot be achieved under private
operation of such trade route by a citizen of the United States with ves-
sels registered under the laws thercof, without further Government aid
in addition to the financial aids authorized under titles V and VI of this
Act, the Secretary of Transportation is authorized to have constructed,
in private shipyards or in navy yards, the vessel or vessels of the types
deemed necessary for such trade route, and to demise such new vessel
or vessels on bare-boat charter to the American-flag operator established
on such trade route, without advertisement or competition, upon an
annual charter hire of not less than 4 per centum of the price (herein
referred to as the “foreign cost™) at which such vessel or vessels would
be sold if constructed under Title V, plus an amount equal to (i) the
sum of a percentage of the depreciated foreign cost computed annually
upon the basis of a twenty-five year life of the vessel determined by the
Secretary of the Treasury, taking into consideration the current average
market yield on outstanding marketable obligations of the United States
with remaining periods to maturity comparable to the term of the char-
ter, adjusted to the nearest one-cighth of 1 per centum, plus (ii} an
allowance adequate in the judgment of the Secretary of Transportation
to cover administrative costs. Such charter may contain an option to the
charterer to purchase such vessel or vessels from the Secretary of
Transportation within five years after delivery thereof under the charter,
upon the same terms and conditions as are provided in title V for the
purchase of new vessels from the Secretary of Transportation, except
that (a) the purchase price shall be the foreign cost less depreciation to
the date of purchase based upon a twenty-five-year life; (b) the required
cash payment payable at the time of such purchase shall be 25 per cen-

3 See footnote 8, page 22, supra.
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tum of the purchase price as so determined; (¢) the charter may provide
that all or any part of the charter hire paid in excess of the minimum
charter hire provided for in this section may be credited against the cash
payment payable at the time of such purchase; (d) the balance of the
purchase price shall be paid within the years remaining of the twenty-
five years after the date of delivery of the vessel under the charter and
in approximately cqual annual installments, except that the first of said
installments which shall be payable upon the next ensuing anniversary
date of such dclivery under the charter, shall be a proportionate part of
the annual installment, interest to be payable upon the unpaid balances
from the date of purchase, at a rate not less than (i) a rate determined by
the Secretary of the Treasury, taking into consideration the current aver-
age market yield on outstanding marketable obligations of the United
States with remaining periods to maturity comparable to the average
maturities of such loans adjusted to the nearest one-eighth of 1 per cen-
tum, plus (ii) an allowance adequate in the judgment of the Secretary of
Transportation to cover administrative costs,

Such charter shall provide for operation of the vessel exclusively in
forcign trade, or on a round-the-world voyage, or on a round voyage
from the west coast of the United States to a European port or ports
which includes intercoastal ports of the United States, or a round voy-
age from the Atlantic coast of the United States to the Orient which
includes intercoastal ports of the United States, or on a voyage in for-
eign trade on which the vesscl may stop at the State of Hawaii, or an
island possession or island Territory of the United States, and if the ves-
sel is operated in the domestic trade of any of the above-enumerated
services the charterer will pay annually to the Secretary of Transpor-
tation that proportion of one-twenty-fifth of the difference between the
domestic and foreign cost of such vessel as the gross revenue derived
from the domestic trade bears to the gross revenue derived from the
entire voyages completed during the preceding year.

SEC. 715. EXPERIMENTAL OPERATION AND TESTING
OF UNITED STATES VESSELS; NUMBER; BAREBOAT
CHARTERS; REVIEW OF CHARTERS AND AGENCY
AGREEMENTS; PROVISIONS APPLICABLE TO CHAR-
TERS AND AGREEMENTS (46 App. U.S.C. 1205 (2002)).
The Secretary of Transpertation, for the purpose of practical develop-
ment, trial, and testing, is authorized without regard to other provisions
of this title or other laws relating to chartering and general agency oper-
ations, to operate, under general agency agreements or barcboat charter,
vessels owned by the United States (including any national defense
reserve vessel) which have been constructed, reconditioned, or remod-
eled for experimental or testing purposes, in the foreign or domestic

97




trade of the United States or for use for the account of any agency or
department of the United States, under such reasonable terms or condi-
tions as the Secretary of Transportation determines to be necessary to
carry out the objects of this Act: Provided, however, That not in excess
of ten such vessels shall be operated and tested under the authority of
this section in any one year. Bareboat charters entered into under this
section shall be made at reasonable rates of charter and shall include
such restrictions and conditions as the Secretary of Transportation deter-
mines to be necessary or appropriate to protect the public interest,
including provisions for recapture of profits as provided for in section
709 of this Act, as amended. Charters and general agency agreements
entered into under this section shall be reviewed annually for the pur-
pose of determining whether conditions exist which would justify con-
tinuance of the charter or agreement. Those provisions of law prescribed
or incorporated under the heading “vessel operations revolving fund™
in chapter VIII of the Third Supptemental Appropriation Act, 1951
(Public Law 45, Eighty-second Congress; 65 Stat. 52, 59); which relate
to vessel operating activities of the Secretary of Transportation and to
employment of seamen through general agents, shall be applicable in
connection with charters and agreements entered into under this section.

*The Vesscl Operations Revolving Fund is set out at page 305, infra.
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TITLE VIII*—CONTRACT PROVISIONS

SEC. 801. PROVISION FOR BOOKS AND RECORDS;
FILING BALANCE SHEETS; INSPECTION AND AUDIT-
ING BY SECRETARY; RESCISSION OF CONTRACT ON
FAILURE TO COMPLY WITH PROVISIONS (46 App.
U.S.C. 1211 (2002)). Every contract executed by the Secretary of
Transportation under the provisions of title VI or VII of this Act; shall
contain provisions requiring (1) that the contractor and every affiliate,
domestic agent, subsidiary, or holding company connected with, or
directly or indirectly controlling or controlled by, the contractor, to keep
its books, records, and accounts, relating to the maintenance, operation,
and servicing of the vessels, services, routes, and lines covered by the
contract, in such form and under such regulations as may be prescribed
by the Secretary of Transportation: Provided, That the provisions of this
paragraph shall not require the duplication of books, records, and
accounts required to be kept in some other form by the Interstate
Commerce Commission; (2) that the contractor and every affiliate,
domestic agent, subsidiary, or holding company connected with or
dircctly or indirectly controlling or controlled by, the contractor, to file,
upon notice from the Sccretary of Transportation, balance sheets, profit
and loss statements, and such other statements of financial operations,
special report, memoranda of any facts and transactions, which in the
opinion of the Secretary of Transportation affect the financial results in,
the performance of, or transactions or operations under, such contract;
(3) that the Secretary of Transportation shall be authorized to examine
and audit the books, records, and accounts of all persons referred to in
this section whenever he may deem it necessary or desirable; and (4)
that upon the willful failure or refusal of any person described in this
section to comply with the contract provisions required by this section,
the Secretary of Transportation shall have the right to rescind the con-
tract, and upon such rescission the United States shall be relieved of all
further liability on such contract.

SEC. 802. PURCHASE OR REQUISITION OF VESSELS BY
UNITED STATES; AMOUNT OF PAYMENT (46 App. U.S.C.
1212 (2002)). Every contract executed by the Secretary of
Transportation under authority of title V of this Act shall provide that—

In the event the United States shall, through purchase or requisition,
acquire ownership of the vessel or vessels on which a construction-differ-
ential subsidy was paid, the owner shall be paid therefor the value thercof,
but in no event shall such payment exceed the actual depreciated construc-
tion cost thereof (together with the actual depreciated cost of capital

* Throughout Title VIII of the Merchant Marine Act, 1936, the term "citizen of the
United States” is defined as provided in footnote 1, page 1 supra.
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improvements thereon, but excluding the cost of national-defense features)
less the depreciated amount of construction-differential subsidy thereto-
fore paid incident to the construction or reconditioning of such vessel or
vessels, or the fair and reasonable scrap value of such vessel as deter-
mined by the Secretary of Transportation, whichever is the greater. Such
determination shall be final. In computing the depreciated value of such
vessel, depreciation shall be computed on each vessel on the schedule
adopted by the Internal Revenue Service for income-tax purposes.

The foregoing provision respecting the requisition or the acquisition of
ownership by the United States shall run with the title to such vessel or
vessels and be binding on all owners thereof.

SEC. 804, OPERATING COMPETING FOREIGN-FLAG
VESSEL FORBIDDEN (46 App. U.S.C. 1222 (2002)),

{a) Operating-Differential Subsidy; Competition With Essential
American-Flag Service. Except as provided in subsections (b) and (c)
of this section, it shall be unlawful for any contractor receiving an oper-
ating-differential subsidy under title VI or for any charterer of vessels
under title VII of this Act, or any holding company, subsidiary, affiliate,
or associate of such contractor or such charterer, or any officer, director,
agent, or executive thereof, directly or indirectly to own, charter, act as
an agent or broker for, or operate any foreign-flag vessel which com-
petes with any American-flag service determined by the Secretary of
Transportation to be essential as provided in section 211 of this Act.

(b) Waiver; Special Circumstances. Under special circumstances
and for good cause shown, the Secretary of Transportation may, in his
discretion, waive the provisions of subsection (a) of this section as to
any contractor, for a specific period of time.

(c) Exceptions. Upon application to the Secretary of Transportation
the provisions of subsection (a} of this section shall not apply to the fol-
lowing specified activities of any contractor under title VI, or those in
the foregoing specified relationship to him, who was not such a contrac-
tor on April 15, 1970, and who shall have complied with the require-
ment set forth in subsection (d) of this section:

(1) Until April 15, 1990—

(A) the continued ownership, charter, or operation of a foreign-flag
vessel engaged in the carriage of dry or liquid cargoes in bulk which
was owned, chartered, or operated by such contractor, or those in the
foregoing specified relationship to him, on April 15, 1970;

(B} the continued acting as agent or broker for a vessel described in
subscction (¢){1){(A) of this section which is owned, chartered, or operat-
ed by such contractor, or those in the foregoing specified relationship to
him, and for which such contractor, or those in foregoing special rela-
tronship to him, were acting as agent or broker on April 15, 1970:
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(d) Statement to be Filed with Secretary. No contractor under title
V1, whether he shall have become such a contractor before or after the
date of enactment of this section, shall avail himself of the provisions of
subsection (c) of this section unless not later than ninety days afier the
enactment of this section there shall have been filed with the Secretary
of Transportation a full and complete statement, satisfactory in form and
substance to the Secretary, of all foreign-flag vessels which he, or those
in the foregoing specified relationship to him, directly or indirectly
owned, chartered, acted as agent or broker for, or operated on April 15,
1970.

{¢) Report to Congress. During the period of time provided for in
subsection (c) of this section, the Secretary of Transportation shall
include in the annval report pursuant to section 208 of this Act, a report
on the activities of contractors under such subsection, including but not
limited to, the nature and extent of such activities; its effect, if any,
upon carrying forward the national policy declared in section 101 of this
Act; and the Secretary’s recommendations for legislation, if such is
deemed to be necessary.

(f) Use of Foreign-Flag Vessels.* The provisions of subsection (a)
shall not preclude a contractor receiving assistance under subtitle A or B
of title VI, or any holding company, subsidiary, or affiliate of the con-
tractor, or any officer, director, agent, or exccutive thereof, from—

(1} owning, chartering, or operating any foreign-flag vessel on a voy-
age or a segment of a voyage that does not call at a port in the United
States;

(2) owning, chartering, or operating any foreign-flag vessel in line
haul service between the United States and foreign ports if—

(A) the foreign-flag vessel was owned, chartered, or operated by, or
is a replacement for a foreign-flag vessel owned, chartered, or

*» Subsection (f) was added by Section 5(a) of Public Law 104-239, approved October
8, 1996 (110 STAT, 3131}, the Maritime Security Act of 1966. Section 5(b) provides: “(b)
Effective Date.—The amendment made by subsection {a) shall apply to a contractor
under subtitle B of title VI of the Merchant Marine Act, 1936, as amended by this Act,
upon enactment of this Act, and shall apply to a contractor under subtitle A of title VI of
that Act, upon the earlier of —(1) the date that a payment is made, under the Maritime
Security Program under subtitle B of that title to a contractor under subtitle B of that title
who is not party to an operating-differenctial subsidy contract under subtitle A of that
title, with the Secretary of Transportation to cause notice of the date of such payment to
be published to be published in the Federal Register as soon as possible; or (2) with
tespect to a particular contractor under the operating-differential subsidy program under
subtitle A of that title, the date that contractor enters into a contract with the Secretary
under the Maritime Security Program established by subtitle B of that title.”

On December 20, 1996, the Maritime Security Program was entered into by Farrell
Lines Incorporated, Waterman Steamship Corporation, Lykes Bros. Steamship Co. In¢.,
Centrat Gulf Lines, Inc., Crowley Maritime Corp., Maersk Line, Ltd., O8G Car Carriers,
Inc., Sea-Land Service, Inc. and First American Bulk Carrier Corporation. On January 21,
1997, American President Lines, Ltd. entered into the Maritime Security Program.
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operated by, such owner or operator, or any holding company, sub-
sidiary, affiliate, or associate of such owner or operator, on the date of
enactment of the Maritime Security Act of 1996;

(B} the owner or operator, with respect to each additional foreign-
flag vessel, other than a time chartered vessel, has first applied to
have that vessel covered by an operating agreement under subtitle B
of title VI, and the Secretary has not awarded an operating agreement
with respect to that vessel within 90 days after the filing of the appli-
cation; or

(C) the vessel has been placed under forcign documentation pur-
suant to section 9 of the Shipping Act, 1916 (46 U.S.C. App. 808),
except that any foreign-flag vessel, other than a time chartered vessel,
a replacement vessel under section 653(d), or a vessel operated by the
owner or operator on the date of enactment of the Maritime Security
Act of 1996, in line haul service between the United States and for-
eign ports is registered under the flag of an effective United States-
controlled foreign flag, and available to be requisitioned by the
Secretary of Transportation pursuant to section 902 of this Act;

(3) owning, chartering, or operating foreign-flag bulk cargo vessels
that are operated in foreign-to-foreign service or the foreign commerce
of the United States;

(4) chartering or operating foreign-flag vessels that are operated sole-
ly as replacement vessels for United States-flag vessels or vessel capaci-
ty that are made available to the Secretary of Defense pursuant to sec-
tion 653 of this Act; or

(5) entering into time or space charter or other cooperative agree-
ments with respect to foreign-flag vessels or acting as agent or broker
for a foreign-flag vessel or vessels.

SEC. 805. FORBIDDEN PRACTICES RELATING TO
COASTWISE SERVICE, SALARIES, OFFICERS, AND
EMPLOYEES (46 App. US.C. 1223 (2002)).

(a) Foreign Trade Subsidy Contractor Engaging in Coastwise or
Intercoastal Trade. It shall be unlawful to award or pay any subsidy to
any contractor under authority of subtitle A of title VI of this Act, or to
charter any vessel to any person under title VII of this Act, if said con-
tractor or charterer, or any holding company, subsidiary, affiliate, or
associate of such contractor or charterer, or any officer, director, agent,
or executive thereof, directly or indirectly, shall own, operate, or charter
any vessel or vessels engaged in the domestic intercoastal or coastwise
service, or own any pecuniary interest, directly or indirectly, in any per-
son or concern that owns, charters, or operates any vessel or vessels in
the domestic intercoastal or coastwise service, without the written per-
mission of the Secretary of Transportation. Every person, firm, or cor-
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poration having any interest in such application shall be permitted to
intervene and the Secretary of Transportation shall give a hearing to the
applicant and the intervenors. The Secretary of Transportation shall not
grant any such application if the Secretary of Transportation finds it will
result in unfair competition to any person, firm, or corporation operating
exclusively in the coastwise or intercoastal service or that it would be
prejudicial to the objects and policy of this Act: Provided, That if such
contractor or other person above-described or a predecessor in interest
was in bona-fide operation as a common carrier by water in the domes-
tic, intercoastal, or coastwise trade in 1935 over the route or routes or in
the trade or trades for which application is made and has so operated
since that time or if engaged in furnishing seasonal service only, was in
bona-fide operation in 1935 during the season ordinarily covered by its
operation, except in either event, as to interruptions of service over
which the applicant or its predecessor in interest had no control, the
Secretary of Transportation shall grant such permission without requir-
ing further proof that public interest and convenience will be served by
such operation, and without further proceedings as to the competition in
such route or trade.

If such application be allowed, it shall be unlawful for any of the per-
sons mentioned in this section to divert, directly or indirectly, any mon-
eys, property, or other thing of value, used in foreign-trade operations,
for which a subsidy is paid by the United States, into any such coast-
wise or intercoastal operations; and whosoever shall violate this provi-
sion shall be guilty of a misdemeanor.

(b) Contractor in Default Paying More Than Specified Salary.
Whenever any contractor under subtitle A of title VI or title VII receiv-
ing an operating-differential subsidy is in default with respect to any
mortgage, note, purchase contract, or other obligation to the Secretary
of Transportation, or has not maintained, in a manner satisfactory to the
Secretary of Transportation, all of the reserves provided for in this Act,
the Secretary of Transportation shall have the right to supervise the
number and compensation of all officers and employees of the contrac-
tor.

(d) Employing Other Persons or Concerns as Managing or
Operating Agent. It shall be unlawful, without express written consent
of the Secretary of Transportation for any contractor holding a contract
authorized under subtitlc A of title VI or VII of this Act to employ any
other person or concern as the managing or operating agent of such
operator, or to charter any vessel, on which an operating-differential
subsidy is to be paid, for operation by another person or concern, and if
such charter is made, the person or concern operating the chartered ves-
sel or vessels shall be subject to all the terms and provisions of this Act,
including limitations of profits and salaries.
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(f) Penalty. Any willful violation of any provision of this section
shall constitute a breach of the contract or charter in force under this
Act, and upon determining that such a violation has occurred the
Secretary of Transportation may forthwith declare such contract or char-
ter rescinded and any person willfully violating the provisions of this
section shall be guilty of a misdemcanor.

SEC. 806. FINES AND PENALTIES; CONVICTION AS
RENDERING PERSONS INELIGIBLE TO RECEIVE
BENEFITS OF LAW (46 APP. U.S.C. 1228 (2002)).

Whenever any natural person is found guilty in any district court of
the United States of any act or acts declared in this Act to constitute a
misdemeanor, he shall be punished by a fine of not more than $10,000,
or by imprisonment for not less than one year or more than five years,
or by both fine and imprisonment. Whenever any corporation is found
guilty of any act or acts declared in this Act to be unlawful, such corpo-
ration shall be punished by a fine of not more than $25,000.

In addition to the punishment prescribed in subsection (a) of this sec-
tion, any person or corporation convicted of a misdemeanor under the
provisions of this Act shall be incligible, at the discretion of the
Commission or the Secretary of Transportation, to receive any benefits
under titles V and VI of this Act, or to receive a charter under title VI1I
of this Act, for a period of five years after conviction.

Whoever knowingly and wilfully violates any order, rule, or regula-
tion of the Federal Maritime Commission or the Secretary of
Transportation made or issued in the exercise of the powers, duties, or
functions transferred to it or him or vested in it or him by this Act, as
amended, for which no penalty is otherwise expressly provided, shall
upon conviction thereof be subject to a fine of not more than $500. If
such violation is a continuing one, each day of such violation shall con-
stitute a separate offense.

SEC. 808. DISCRIMINATION IN RESPECT TO CARGO (46
APP. U.S.C. 1226 (2002)).

It shall be unlawful for any contractor receiving an operating-differen-
tial subsidy under title VI or for any charterer under title VII of this Act
unjustly to discriminate in any manner so as to give preference directly
or indirectly in respect to cargo in which such contractor or charterer
has a direct or indirect ownership, or purchase or vending interest; and
whosoever shall violate this provision shall be guilty of a misdemeanor.

SEC. 809. CONTRACTS DESIGNED EQUITABLY FOR
ALL PORTS; MINIMUM ALLOCATION OF FUNDS;
REPORT TO CONGRESS; PREFERENCE TO CITIZENS
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OF UNITED STATES; REGIONAL OFFICES FOR MAR-
ITIME ADMINISTRATION (46 App. U.S.C. 1213 (2002)).

(a) Contracts under this Act shall be entered into so as to equitably
serve, insofar as possible, the foreign-trade requirements of the Atlantic,
Gulf, Great Lakes, and Pacific ports of the United States. In order to
assure equitable treatment for each range of ports referred to in the pre-
ceding sentence, not less than 10 pereent of the funds appropriated for
construction-differential subsidy and operating-differential subsidy pur-
suant to this Act or any law authorizing funds for the purposes of this
Act shall be allocated to each such port range: Provided, however, That
such allocation shall apply to the extent that subsidy contracts are
approved by the Secretary of Transportation. For the purposes of this
section and section 211(a), the Secretary shall establish trade routes, ser-
vices, or lines that take into account the seasonal closure of the Saint
Lawrence Seaway and provide for alternate routing of ships via a differ-
ent range of ports during that closure so as to maintain continuity of ser-
vice on a year-round basis. For the purposes of section 605(c), such an
alternate routing via a different range of ports shall be deemed to be ser-
vice from Great Lakes ports, provided such alternative routing is based
upon receipt or delivery of cargo at Great Lakes-Saint Lawrence
Seaway ports under through intermodal bills of lading. The Secretary
shall include in the annual report pursuant 1o section 208 of this Acta
detailed report {1) describing the actions that have been taken pursuant
to this Act to assure insofar as possible that direct and adequate service
is provided by United States-flag commercial vessels to gach range of
ports referred to in this section; and (2) including any recommendations
for additional legislation that may be necessary 1o achieve the purpose
of this section. In awarding contracts under this Act, preference shall be
given to persons who are citizens of the United States and who have the
support, financial and otherwise, of the domestic communities primarily
interested.

(b) There shall be established and maintained within the Maritime
Administration such regional offices as may be neccssary, including, but
not limited to, one such office for each of the four port ranges specified
in subsection (a) of this section. The Secretary of Transportation shall
appoint a qualified individual to be the Director of each such regional
office and shall carry out appropriate functions, activities, and programs
of the Maritime Administration through such regional offices.

SEC. $10. AGREEMENTS WITH OTHER CARRIERS
FORBIDDEN; WITHHOLDING SUBSIDIES; ACTIONS BY
INJURED PERSONS FOR DAMAGES (46 App. U.S.C.
1227 (2002)). It shall be unlawful for any contractor receiving an
operating-differential subsidy under title VI or for any charterer of ves-
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sels under title VII of this Act, to continue as a party to or to conform to
any agreement with another carrier or carriers by water, or to engage in
any practice in concert with another carrier or carriers by water, which
is unjustly discriminatory or unfair to any other citizen of the United
States who operates a common carrier by water exclusively employing
vessels registered under the laws of the United States on any established
trade route from and to a United States port or ports.

No payment or subsidy of any kind shall be paid dircctly or indirectly
out of funds of the United States or any agency of the United States to
any contractor or charterer who shall violate this section. Any person
who shall be injured in his business or property by reason of anything
forbidden by this section may sue therefor in any district court of the
United States in which the defendant resides or is found or has an agent,
without respect to the amount in controversy, and shall recover threefold
the damages by him sustained, and the cost of suit, including a reason-
able attorney’s fee.
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TITLE IX—MISCELLANEOUS PROVISIONS

SEC. 901." TRANSPORTATION IN AMERICAN VES-
SELS OF GOVERNMENT PERSONNELAND CERTAIN
CARGOES (46 App. U.S.C. 1241 (2002)).

{a) Requirement that Officers and Employees Travel on American
Ships. Any officer or employce of the United States traveling on offi-
cial business overseas or to or from any of the possessions of the United
States shall travel and transport his personal effects on ships registered
under the laws of the United States where such ships are available
unless the necessity of his mission requires the use of a ship under a
foreign flag. The Administrator of General Services shall prescribe reg-
ulations under which agencies shall not pay for or reimburse officers or
employees for travel or shipping expenses incurred on a foreign ship in
the absence of satisfactory proof of the necessity therefor.

{(b) Cargoes Procured, Furnished or Financed by United States;
Waiver in Emergencies; Exceptions; Definition.

(1) Whenever the United States shall procure, contract for, or otherwise
obtain for its own account, or shall furnish to or for the account of any for-
eign nation without provision for reimbursement, any equipment, materi-
als, or commodities, within or without the United States, or shall advance
funds or credits or guarantee the convertibility of foreign currencies in con-
nection with the furnishing of such equipment, materials, or commodities,
the appropriate agency or agencics shall take such steps as may be neces-
sary and practicable to assure that at least 50 per centum of the gross ton-
nage of such cquipment, materials, or commodities (computed separately
for dry bulk carriers, dry cargo liners, and tankers), which may be trans-
ported on ocean vessels shall be transported on privately owned United
States-flag commercial vesscls, to the extent such vessels are available at
fair and reasonable rates for United States-flag commercial vessels, in such
manner as will insure a fair and reasonable participation of United States-
flag commercial vessels in such cargoes by geographic arcas: Provided,
That the provisions of this subsection may be waived whenever the
Congress by concurrent resolution or otherwise, or the President of the
United States or the Secretary of Defense declares that an emergency exists
justifying a temporary waiver of the provisions of section 301(b)(1} and so
notifies the appropriate agency or agencies: And provided further, That the
provisions of this subsection shall not apply to cargoes carried in the ves-
sels of the Panama Canal Company. Nothing herein shall repeal or other-
wise modify the provisions of Public Resolution Numbered 17, Seventy-
third Congress (48 Stat. 500), as amended. For purposes of this section,
the term “privately owned United States-flag commercial vessels” shall not

 Section 901 sets forth certain cargo preference laws. Section 901(b)(1) is
commonly referred to as the Cargo Preference Act of 1954 or PL664, These and other
cargo preference laws are set forth under Cargo Reservation, page 181, infra.
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be deemed to include any vessel which, subsequent to the date of enact-
ment of this amendment (9/21/61), shall have been either (a} built outside
the United States, (b} rebuilt outside the United States, or {c) documented
under any foreign registry, until such vessel shall have been dqgumented
under the laws of the United States for a period of three years: Provided,
however, That the provisions of this amendment shall not apply where, (1)
prior to the enactment of this amendment, the owner of a vessel, or con-
tractor for the purchase of a vessel, originally constructed in the United
States and rebuilt abroad or contracted to be rebuilt abroad, has notified the
Maritime Administration in writing of its intent to document such vessel
under United States registry, and such vessel is so documented on its first
arrival at a United States port not later than one year subsequent to the date
of the enactment of this amendment, or (2) where prior to the enactment of
this amendment, the owner of a vessel under United States registry has
made a contract for the rebuilding abroad of such vessel and has notified
the Maritime Administration of such contract, and such rebuilding is com-
pleted and such vessel is thereafter documented under United States reg-
istry on its first arrival at a United States port not later than one year subse-
quent to the date of the enactment of this amendment.

(2) Every department or agency having responsibility under this sub-
section shall administer its programs with respect to this subsection
under regulations issued by the Secretary of Transportation. The
Secretary of Transportation shall review such administration and shall
annually report to the Congress with respect thereto.”

* Note that Public Law 105-85. approved November 18, 1997 (111 STAT. 1629}, the
Department of Defense Authorization Act for FY 1998, made the following amendments
to the Merchant Marine Act, 1936. Section 3603(b) of Public Law 105-85 (111 STAT.
2075), amended Section 652(c) of the Merchant Marine Act, 1936, by the addition of
the following: “The restrictions of section 901(b)(1) of this Act concerning the building,
rebuilding, or documentation of a vessel in a foreign country shall not apply to a vessel
for any day the operator of that vessel is receiving payments under an operating agree-
iment under this subtitle.” Section 3604 of Public Law 105-85 (111 STAT. 2076), amend-
ed Section 653(d) of the Merchant Marine Act, 1936 (46 App. U.S.C. 1187b(d)), to read
as follows: “(d) Temporary replacement vessels. Notwithstanding any other provision
of this subtitle or of other law to the contrary—(1) a contractor or other person that
commits to make available a vessel or vessel capacity under the Emergency
Preparedness Program or another primary sealift readiness program approved by the
Secretary of Defense may, during the activation of that vessel or capacity under that
program, operate or employ in forcign commerce a foreign-flag vessel or foreign-flag
vessel capacity as a temporary replacement for the activated vessel or capacity; and (2)
such replacement vessel or vessel capacity shall be cligible during the replacement peri-
od to transport preference cargoes subject to section 2631 of title 10, United States
Code, the Act of March 26, 1934 (46 U.S.C. App. 1241-1), and sections 901(a}, 901(b),
and 901b of this Act, to the same extent as the eligibility of the vessel or vessel capacity
replaced.”

* Paragraph (2) was added to Section 901(b} of the Merchant Marine Act, 1936, by
Section 27{c) of Public Law 91-469, approved October 21, 1970 (84 STAT. 1018, 1034),
the Merchant Marine Act, 1970,
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(c) Motor Vehicle Owned by Government Personnel.
Notwithstanding any other provision of law, privately owned American
shipping services may be utilized for the transportation of motor vehi-
cles owned by Government personnel whenever transportation of such
vehicles at Government expensc is otherwise authorized by law,

FINDINGS AND DECLARATIONS WITH RESPECT TO
EXPORT TRANSPORTATION OFAGRICULTURAL
COMMODITIES (46 App. U.S.C. 1241d (2002)).*

(a) The Congress finds and declares—

(1) that a productive and healthy agricultural industry and a strong
and active United States maritime industry are vitally important to the
economic well-being and national security objectives of our Nation;

(2} that both industries must compete in international markets

increasingly dominated by foreign trade barriers and the subsidization
practices of foreign governments; and

(3) that increased agricultural exports and the utilization of United
States merchant vessels contribute positively to the United States balance

of trade and generate employment opportunities in the United States.

(b) 1t is therefore declared to be the purpose and policy of the
Congress in this subtitle-—

(1) to enable the Department of Agriculture to plan its export pro-
grams effectively, by clarifying the occan transportation requirements
applicable to such programs;

(2) to take immediate and positive steps to promote the growth of the
cargo carrying capacity of the United States merchant marine;

(3) to expand international trade in United States agricultural com-
modities and products and to develop, maintain, and expand markets for
United States agricultural exports;

% Fnacted as section 1141 of Title X1, subtitle C, of Public Law 99-198, approved
December 23, 1985 (99 STAT. 1490), and not as part of the Merchant Marine Act, 1936.

The Conference Report (H. Rpt. 107-23) enacted as Public Law 107-67, approved
November 12, 2001 (115 STAT. 514), the Treasury and General Government Appropriations
Act, 2002, provides at page 61: "International Food Assistance. The House bill contained a
provision based upon concerns of the proper role for the Office of Management and Budget
in the adrainistration of international food assistance programs. In lieu of the House bill
language, the conferees direct the Office of Management and Budget to work closely with
USDAand AID, as well as other appropriate Federal departments and agencies, with the
expectations that agencies will work together to standardize eligibility standards and dead-
lines for aid; define program goals with measurable standards of performance; ensure that
performance is appropriately measured and evaluated; and fully utilize all Federal expertise
to ensure that the best possible assistance is being provided to the private voluntary organi-
zations operating the programs. The Office of Management and Budget is also expected to
keep the Committees on Appropriations fully apprised of on-gong action with respect to this
multi-agency effort.”
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{(4) to improve the efficiency of administration of both the commodi-
ty purchasing and selling and the ocean transportation activities associ-
ated with export programs sponsored by the Department of Agriculture;

(5) to stimulate and promote both the agricultural and maritime
industries of the United States and encourage cooperative efforts by
both industries to address their common problems; and

{6) to provide in the Merchant Marine Act, 1936, for the appropriate
disposition of these findings and purposes.

SEC. 901a. EXEMPTION OF CERTAINAGRICULTURAL
EXPORTS FROM REQUIREMENTS OF CARGO PREFER-
ENCE LAWS (46 App. U.S.C. 1241e (2002)).

The requircments of section 901(b)(1) of this Act and the Joint
Resolution of March 26, 1934 (46 U.S.C. App. 1241-1), shall not apply
to any export activities of the Secretary of Agriculture or the
Commodity Credit Corporation—

(1) under which agricultural commeodities or the products thereof
acquired by the Commodity Credit Corporation are made available to
United States exporters, users, processors, ot foreign purchasers for the
purpose of developing, maintaining, or expanding export markets for
United States agricultural commoditics or the products thereof at pre-
vailing world market prices;

{2) under which payments are¢ made available to United States
exporlers, users, of processors or, except as provided in section 901b,
cash grants are made available to foreign purchasers, for the purpose
described in paragraph (1);

(3) under which commercial credit guarantees are blended with direct
credits from the Commodity Credit Corporation to reduce the effective
rate of interest on export sales of United States agricultural commodities
or the products thereof;

(4) under which credit or credit guarantees for not to exceed 3 years
are extended by the Commodity Credit Corporation to finance or guar-
antee export sales of United States agricultural commodities or the
products thereof; or

(5) under which agricultural commodities or the products thereof
owned or controlled by or under loan from the Commodity Credit
Corporation are exchanged or bartered for materials, goods, equipment,
or services, but only if such materials, goods, equipment, or services arc
of a value at least equivalent to the value of the agricultural commodi-
ties or products exchanged or bartered therefor (determined on the basis
of prevailing world market prices at the time of the exchange or barter),
but nothing in this subsection shall be construed to exempt from the
cargo prefcrence provisions referred to in section 901b any requirement
otherwise applicable to the materials, goods, equipment, or services
imported under any such transaction.
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SEC. 901b. SHIPMENT REQUIREMENTS FOR CER-
TAIN EXPORTS SPONSORED BY DEPARTMENT OF
AGRICULTURE (46 App. US.C. 1241f (2002)).

(a) Minimum Requirement Respecting Gross Tonnage Trans-
ported in United States-flag Commercial Vessels; Implementation.

(1) In addition to the requirement for United States-flag catriage of 2
percentage of gross tonnage imposed by section 901(b)(1) of this Act,
25 percent of the gross tonnage of agricultural commodities or the prod-
ucts thereof specified in subsection (b) shall be transported on United
States-flag commercial vessels.

(2) In order to achieve an orderly and efficient implementation of the
requirement of paragraph (1}—

(A) an additional quantity equal to 10 percent of the gross tonnage
referred to in paragraph (1) shall be transported in United States-flag
vessels in calendar year 1986;

(B) an additional quantity equal to 20 percent of the gross tonnage
shall be transported in such vessels in calendar year 1987; and

(C) an additional quantity equal to 25 percent of the gross tonnage
shall be transported in such vessels in calendar year 1988 and in each
calendar year thereafter.

(b) Covered Export Activity. This section shall apply to any export
activity of the Commodity Credit Corporation or the Secretary of
Agriculture—

(1) carried out under the Agricultural Trade Development and
Assistance Act of 1954 (7 U.S.C. 1691 et seq.);

(2) carried out under section 416 of the Agricultural Act of 1949
(7 U.S.C. 1431},

(3) carried out under the Bill Emerson Humanitarian Trust Act
(7 U.S.C. 1736f-1);

(4) under which agricultural commodities or the products thereof are—

(A) donated through foreign governments or agencies, private or
public, including intergovernmental organizations; or

(B) sold for foreign currencies or for dollars on credit terms of
more than ten years;

(5) under which agricultural commodities or the products thereof are
made available for emergency food relicf at less than prevailing world
market prices;

(6) under which a cash grant is made directly or through an interme-
diary to a foreign purchaser for the purpose of enabling the purchaser to
obtain United States agricultural commodities or the products thereof in
an amount greater than the difference between the prevailing world mar-
ket price and the United States market price, free along side vessel at
United States port; or
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(7) under which agricultural commodities owned or controlled by or
under loan from the Commeodity Credit Corporation are exchanged or
bartered for materials, goods, equipment, or services produced in for-
eign countries, other than export activities described in section 901a(3).

(¢) Terms and Conditions.

(1) The requirement for United States-flag transportation imposed by
subsection (a) shall be subject to the same terms and conditions as pro-
vided in section 901(b) of this Act.

(2) In order to provide for effective and equitable administration of
the cargo preference laws the calendar year for the purpose of compli-
ance with minimum percentage requirements shall be for 12 month peri-
ods commencing April 1, 1986.

(3)(A)" Subject to subparagraph (B), in administering sections 901(b)
and 901b (46 U.S.C. App. 1241(b) and 1241f), and, subject to subpara-
graph (B) of this paragraph, consistent with those sections, the
Commodity Credit Corporation shall take such steps as may be neces-
sary and practicable without detriment to any port range to allocate, on
the principle of lowest landed cost without regard to the country of doc-
umentation of the vessel, 25 percent of the bagged, processed, or forti-
fied commodities furnished pursuant to title I of the Agricultural Trade
Development and Assistance Act of 1954 (7 U.S.C. 1751 et seq.).

{B) In carrying out this paragraph, there shall first be calculated the
allocation of 100 percent of the quantity to be procured on an overall
lowest landed cost basis without regard to the country of documenta-
tion of the vessel and there shall be allocated to the Great Lakes port
range any cargoes for which it has the lowest landed cost under that
calculation. The requirements for United States-flag transportation
under section 901(b) and this section shall not apply to commodities
allocated under subparagraph (A) to the Great Lakes port range, and
commodities allocated under subparagraph (A) to that port range may

“Note that the term "Great Lakes ports" is defined in 7 C.F. R. 1496.5(f), as follows:
"(f) Great Lakes ports, (1) Commodities offered for delivery 'free alongside ship' (fa.s.)
Great Lakes port range or intermodal bridge-port Great Lakes port range that represent
the overall {foreign and U.S. flag) lowest landed cost will be awarded on that basis.
Such offers will not be reevaluated on a lowest landed cost U.S.-flag basis unless CCC
determines that 25 percent of the total annual tonnage of bagged, processed or fortified
commodities fumished under Title 11 of Public Law 480 has been, or will be, transport-
ed from the Great Lakes port range during that fiscal year.

"{2) CCC will consider commeodity offers as offers for delivery 'intermodal
bridge-port Great Lakes port range' only if:
"(i} The offer specifies delivery at a marine cargo-handling facility that is

capable of loading ocean going vessels at a Great Lakes port, as well as loading

ocean going conveyances such as barges and container vans, and

"(it) The commodities will be moved from: one transportation conveyance to
another at such a facility."
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not be reallocated or diverted to another port range to meet those

requirements to the extent that the total tomnage of commodities to

which subparagraph (A) applies that is furnished and transported from
the Great Lakes port range is less than 25 percent of the total annual ton-
nage of such commodities furnished.

(C) In awarding any contract for the transportation by vessel of com-
modities from the Great Lakes port range pursuant to an export activity
referred to in subsection (b), each agency or instrumentality—

(i) shail consider expressions of freight interest for any vessel from a
vessel operator who meets reasonable requirements for financial and
operational integrity; and

(ii) may not deny award of the contract 10 a person based on the type
of vessel on which the transportation would be provided (including on
the basis that the transportation would not be provided on a liner vessel
(as that term is used in the Shipping Act of 1984, as in effect on
November 14, 1995)), if the person otherwise satisfies reasonable
requirements for financial and operational integrity.

(4) Any determination of nonavailability of United States-flag vessels
resulting from the application of this subsection shall not reduce the gross
tonnage of commodities required by sections 901(b) and 901b to be trans-
ported on United States-flag vessels.

(d) “Export Activity” Defined. As used in subsection (b}, the term
“export activity” does not include inspection or weighing activities, other
activities carried out for health or safety purposes, or technical assistance
provided in the handling of commercial transactions.

(e) Prevailing World Market Price,

(1) The prevailing world market price as to agricultural commodities or
the products thereof shall be determined under sections 901a through 901d
in accordance with procedures established by the Secretary of Agriculture.
The Secretary shall prescribe such procedures by regulation, with notice and
opportunity for public comment, pursuant to section 553 of title 5, United
States Code.

(2) In the cvent that a determination of the prevailing world market price of
any other type of materials, goods, equipment, or service is required in order to
determine whether a barter or exchange transaction is subject to subsection
(b)(6) or (b)(7), such determination shall be made by the Secretary of Agri-
culture in consultation with the heads of other appropriate Federal agencies.

SEC. 901c. MINIMUM TONNAGE (46 App. U.S.C. 1241g (2002)).

{a)(1) For fiscal year 1986 and each fiscal year thereafter, the minimum
quantity of agricultural commodities to be exported under programs sub-
ject to section 901b shall be the average of the tonnage exported under
such programs during the base period defined in subsection (b), discarding
the high and low years.
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(2) The President may waive the minimum quantity for any fiscal
year required under paragraph (1) if he determines and reports to the
Congress, together with his reasons, that such quantity cannot be effec-
tively used for the purposes of such programs of, based on a certifica-
tion by the Secretary of Agriculture, that the commaodities are not avail-
able for reasons which include the unavailability of funds.

(b) The base period utilized for computing the minimum tonnage
quantity referred to in subsection (a} for any fiscal year shall be the five
fiscal years beginning with the sixth fiscal year preceding such fiscal
year and ending with the second fiscal year preceding such fiscal year.

SEC. 901d. FINANCING OF SHIPMENT OF AGRICUL-
TURAL COMMODITIES IN UNITED STATES-FLAG
VESSELS (46 APP.U.S.C. 1241h (2002)).

(a) Financing by Secretary of Transportation of Increased Ocean
Freight Charges. The Secretary of Transportation shall finance any
increased occan freight charges incurred in any fiscal year which result
from the application of section 901b.

(b) Reimbursement of Secretary qu Agriculture and Commodity
Credit Corporation; Computations.  If in any fiscal year the total cost
of ocean freight and ocean freight differential for which obligations are
incurred by the Department of Agricuiture and the Commodity Credit
Corporation on exports of agricultural commodities and products thereof
under the agricultural export programs specified in section 901b(b)
exceeds 20 percent of the value of such commodities and products and
the cost of such ocean freight and ocean freight differential on which
obligations are incurred by such Department and Corporation during such
year, the Secretary of Transportation shall reimburse the Department of
Agriculture and the Commodity Credit Corporation for the amount of
such excess. For the purpose of this subsection, commaodities shipped
from the inventory of the Commodity Credit Corporation shall be valued
as provided in section 403(b) of the Agricultural Trade Development and
Assistance Act of 1954 (7 U.S.C. 1733(b)).”

« Funds for ocean freight differential are appropriated in the Agriculture, Rural
Development, Food and Drug Administration, and Related Agencies Appropriations Acts.
“ Note that Section 1(a) of Public Law 106-387, approved October 28, 2000 (114
STAT. 1549), the Agriculture Appropriations Act for fiscal year 2001, amended 7

U.S.C. 17368d) to read as follows:

(d) Value of commodities. Notwithstanding any other provision of law, in determin-
ing the reimbursement due the Commodity Credit Corporation for all expenses incurred
under this Act, commodities from the inventory of the Commodity Credit Corporation
that were acquired under dairy price support operations shall be valued at a price not
greater than the export market price for such commodities, as determined by the
Secretary, as of the time such commodity is made available under this Act.
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(c} Issuance, etc., of Obligations for Financing. For the purpose of
meeting those expenses required to be assumed under subsections (a) and
{b), the Secretary of Transportation shall issue to the Secretary of the
Treasury such obligations in such forms and denominations, bearing such
maturities and subject to such terms and conditions, as may be prescribed
by the Secretary of Transportation with the approval of the Secretary of the
Treasury. Such obligations shall be at a rate of interest as determined by
the Secretary of the Treasury, taking into consideration the average market
yield on outstanding marketable obligations of the United States with
remaining periods of maturity comparable to the average maturities of such
obligations during the month preceding the issuance of such obligations of
the Secretary of Transportation. The Secretary of the Treasury shall pur-
chase any obligations of the Secretary of Transportation issued under this
subsection and, for the purpose of purchasing such obligations, the
Secretary of the Treasury may use as a public debt transaction the proceeds
from the sale of any securities issued under chapter 31 of title 31, United
States Code, after the date of the enactment of this Act and the purposcs for
which securities may be issued under such chapter are extended to include
any purchase of the obligations of the Secretary of Transportation under this
subsection. All redemptions and purchases by the Secretary of the Treasury
of the obligations of the Secretary of Transportation shall be treated as pub-
lic-debt transactions of the United States.

{d) Authorization of Appropriations. There is authorized to be
appropriated annually for cach fiscal year, commencing with the fiscal
year beginning October 1, 1986, an amount sufficient to reimburse the
Secretary of Transportation for the costs, including administrative
expenses and the principal and interest due on the obligations to the
Secretary of the Treasury incurred under this section. Reimbursement
of any such costs shall be made with appropriated funds, as provided in
this section, rather than through cancellation of notes.*

{e) Notification of Congress Respecting Failure to Obtain Funds
Necessary for Financing. Notwithstanding the provisions of this sec-
tion, in the event that the Secretary of Transportation is unable to obtain
the funds necessary to finance the increased ocean freight charges
resulting from the requirements of subsections (a) and (b) and section
901b(a), the Secretary of Transportation shall so notify the Congress
within 10 working days of the discovery of such insufficiency.

*“ Public Law 100-202, approved December 22, 1987 (101 STAT. 1329-27), Making
Continuing Appropriations for the fiscal year 1988, and for other purposes, provides:
“Such sums as may be necessary for fiscal year 1988 and thereafter are hereby appropri-
ated to liquidate debt and pay interest due to the Secretary of the Treasury, as required
by section 901d, Merchant Marine Act, 1936.”
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SEC. 90le. AUTHORIZATION OF APPROPRIATIONS (46
App. U.S.C. 1241i (2002)). There are authorized to be appropriat-
ed such sums as may be necessary to carry out the provisions of sec-
tions 901a through 901k,

SEC. 901f. TERMINATION OF SECTIONS 901a
THROUGH 901k (46 App. U.S.C. 1241j (2002)). The opera-
tion of sections 901a through 901k shall terminate 90 days after the date
on which a

notification is made pursuant to section 901d(e), except with respect to
shipments of agricultural commodities and products subject to contracts
entered into before the expiration of such 90-day period, unless within
such 90-day period the Secretary of Transportation proclaims that funds
are available to finance increased freight charges resulting from the
requirements of sections 901b(a) and 901d(a) and (b). In the event of
termination under this section, nothing in sections 901a through 901d
shall be construed as exempting export activities from or subjecting
export activities to the cargo preference laws except to the extent those
activities are exempt under section 4(b) of Public Law 95-501 (7 U.3.C.
1707a(b)). In the event of termination under this section, the 50 percent
requirement in section 901(b) of the Merchant Marine Act, 1936 shall
be in full effect.

SEC. 901g. NATIONALADVISORY COMMISSION ON
AGRICULTURAL EXPORT TRANSPORTATION POLICY
(46 App. U.S.C. 1241k (2002)).

(a) Establishment. There is hercby established an advisory com-
mission to be known as the National Advisory Commission on
Agricultural Export Transportation Policy (hereafter in this section
through section 901] referred to as the “Commission”).

(by Membership; Composition, Appointment, etc.

(1) The Commission shall be composed of 16 members.

(2) Eight members of the Commission shall be appointed by the
President.

(3) The chairman and ranking minority members of the Senate
Committce on Agriculture, Nutrition, and Forestry, of the Subcommittee
on Merchant Marine of the Senate Committee on Commerce, Science,
and Transportation, of the House Committee on Agriculture, and of the
House Committee on Transportation and Infrastructure shall serve as
members of the Commission,

{(4)(A) Four of the members appointed by the President shall be rep-
resentatives of agricultural producers, cooperatives, merchandisers, and
processors of agricultural commodities.
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(B) The remaining four members appointed by the President shall be
representatives of the United States-flag maritime industry, two of whom
shall represent labor and two of whom shall represent management.

{c) Chairman; Vacancy.

(1) The members of the Commission shall clect a Chairman from
among its members.

(2) Any vacancy in the Commission does not affect its powers but
shall be filled in the same manner in which the original appointment
was made.

SEC. 901h. DUTIES OF COMMISSION (46 App. U.S.C.
12411 (2002)).

(a) Study and Review of Ocean Transportation of Agricultural
Exports Subject to Cargo Preference Laws; Recommendations,
Scope, ete. It shall be the duty of the Commission to conduct a com-
prehensive study and review of the ocean transportation of agricultural
exports subject to the cargo preference laws referred to in section 901b
and to make recommendations to the President and the Congress for
improving the efficiency of such transportation on United States-flag
vessels in order to reduce the costs incurred by the United States in con-
nection with such transportation. In carrying out such study and review,
the Commission shall consider the extent to which any unfair or dis-
criminatory practices of foreign governments increase the cost to the
United States of transporting agricultural commodities subject to such
cargo preference laws.

(b) Reporting Requirements; Termination of Commission.

(I} The Commission shall submit an interim report to the President
and the Congress not later than one year after the date of the enactment
of this subtitle and such other interim reports as the Commission con-
siders advisable.

(2) The Commission shall submit a final report containing its find-
ings and recommendations to the President and the Congress not later
than two years after the date of the enactment of this subtitle. The
report shall include recommendations for any changes in the provisions
of paragraph (1) that would help assure that the cost of ocean freight
and ocean freight differential incurred by the Department of Agriculture
and the Commodity Credit Corporation on the agricultural export pro-
grams specified in section 901b, is not increased above historical levels
as a result of the extra demand for United States-flag vessels caused by
section 901b. (3) Sixty days after the submission of the final report,
the Commission shall cease to exist.

{c) Contents of Reports. The Commission shall include in its
reports submitted pursuant to subsection (b} recommendations concermn-
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ing the feasibility and desirability of achieving the following goals with
respect to the ocean transportation of agricultural commodities subject
to the cargo preference laws referred to in section 301b:

(1) Ensuring that the timing of commodity purchase agreements
entered into by the United States in connection with the export of such
commodities, and the methods of implementing such agreements, will
minimize cost to the United States.

(2) Ensuring that shipments of such commodities are made on the
most modern and efficient United States-flag vessels available.

(3} Ensuring that shipments of such commodities are made under the
most advantageous terms available, including—

{A) charters for full shiploads;

(B) charters for intermediate or long term;

(C) charters for consecutive voyages and contracts of affreightment;
and

(D) adjustment of rates in the event that vessels used for shipments
of such commodities also carry cargoes on return voyages.

(4) Reduction and elimination of impediments, including delays in
port, to the efficient loading and operating of the vessels employed for
shipment of such commodities.

{5) Utilization of open and competitive bidding for the ocean trans-
portation of such commodities.

SEC. 901i. INFORMATION AND ASSISTANCE TO BE
FURNISHED TO COMMISSION (46 App. U.S.C.1241m
(2002)).

(a) Each department, agency, and instrumentality of the United
States, including independent agencies, shall furnish to the Commission,
upon request made by the Chairman, such statistical data, reports, and
other information as the Commission considers necessary to carry out
its functions,

(b} The Secretary of Agriculture and the Secretary of Transportation
shall make available to the Commission such staff, personnel, and
administrative services as may rcasonably be required to carry out the
Commission’s duties.

SEC. 901j. COMPENSATION AND TRAVELAND SUBSIS-
TENCE EXPENSES OF COMMISSION MEMBERS (46
App. US.C. 1241n (2002)). Members of the Commission shall
serve without compensation in addition to compensation they may
otherwise be entitled to receive as employees of the United States or as
Members of Congress, but shall be reimbursed for travel, subsistence,
and other necessary expenses incurred in the performance of duties
vested in the Commission.
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SEC. 901k. DEFINITION OF UNITED STATES FLAG
VESSEL ELIGIBLE TO CARRY CARGOES UNDER CER-
TAIN SECTIONS (46 App. U.S.C. 12410 (2002)). A United
States flag vessel eligible to carry cargoes under sections 901b through
901d means a vessel, as defined in section 3 of'title 1, United States
Code, that is necessary for national security purposes and, if more than
25 years old, is within five years of having been substantially rebuilt
and certificd by the Secretary of Transportation as having a useful life
of at least five years after that rebuilding,

EFFECT ON OTHER LAWS* (46 App. U.S.C. 1241p
(2002)). This subtitle shall not be construed as modifying in any man-
ner the provisions of section 4(b)(8) of the Food for Peace Act of 1966
(7 U.S.C. 1707a(b)(8)) or chapter 5 of title 5, United States Code.

SEC. 902.* REQUISITION OR PURCHASE OF VESSELS
IN TIME OF EMERGENCY (46 App. U.S.C. 1242 (2002)).

(a) Compensation; Resteration; Consequential Damages,
Whenever the President shall proclaim that the security of the national
defense makes it advisable or during any national emergency declared
by proclamation of the President, it shall be lawful for the Secretary of
Transportation to requisition or purchas;g any vessel or other watercraft
owned by citizens of the United States, a documented vessel, or a ves-
sel under construction within the United States, or for any period during
such emergency, to requisition or charter the use of any such property.
The termination of any emergency so declared shall be announced by a
further proclamation by the President. When any such property or the
use thereof is so requisitioned, the owner thereof shall be paid just
compensation for the property taken or for the use of such property, but
in no case shall the value of the property taken or used be deemed
enhanced by the causes necessitating the taking or use. If any property

* Enacted as section 1143 of Public Law 99-198, approved December 23, 1985 (89
STAT. 1496), and not as part of the Merchant Marine Act, 1936. Applies to 46 App,
U.S.C. 12414, et seq.

* For the purposes of section 902(a), World War IT and the national emergencies of
September 8, 1939 and May 27, 1941 were terminated by Public Law 80-239, approved
July 25, 1947 (61 STAT. 449). The President, on December 16, 1950, issued a
Proclamation of National Emergency (15 F.R. 9029}, Note the effect of Public Law 94-
412, approved September 14, 1976 (90 STAT. 1255), the National Emergencies Act,
page 513, infra, on existing and future declarations of a national emergency.

# "Citizens of the United States” is defined in Section 905(c) of the Merchant Marine
Act, 1936. Section 905(c) makes reference to Section 2 of the Shipping Act, 1916,
Section 2 (followed by provisions of law that affect Section 2 citizenship) is located at
page 181 infra,
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is taken and used under authority of this section, but the ownership
thereof is not required by the United States, such property shail be
restored to the owner in a condition at least as good as when taken, less
ordinary wear and tear, or the owner shall be paid an amount for recon-
ditioning sufficient to place the property in such condition. The owner
shall not be paid for any consequential damages arising from a taking or
use of property under authority of this section.

{b) Determination of Value of Vessel. When any vessel is taken or
used under authority of this section, upon which vessel a construction-
differential subsidy has been allowed and paid, the value of the vessel at
the time of its taking shall be determined as provided in section 802 of
this Act, and in determining the value of any vessel taken or used, on
which a construction-differential subsidy has not been paid, the value of
any national defense features previously paid for by the United States
shall be excluded.

(c) Charter of Vessels; Compensation; Reimbursement for Loss
or Damage. If any property is taken and used under authority of this
section, but the ownership thereof is not required by the United States,
the Secretary of Transportation, at the time of the taking or as soon
thereafter as the cxigencies of the situation may permit, shall transmit to
the person entitled to the possession of such property a charter setting
forth the terms which, in the Secretary’s judgment, should govern the
relationships between the United States and such person and a statement
of the rate of hire which, in the Secretary’s judgment, will be just com-
pensation for the use of such property and for the services required
under the terms of such charter. If such person does not execute and
deliver such charter and accept such rate of hire, the Secretary of
Transportaticn shall pay to such person as a tentative advance only, on
account of such just compensation a sum equal to 75 per centumn of
such rate of hire as the same may from time to time be due under the
terms of the charter so tendered, and such person shall be entitled to sue
the United States in a court having jurisdiction of such claims to recover
such amounts as would be equal to just compensation for the use of the
property and for the services required in connection with such use:
Provided, however, That in the event of an election by such person to
reject the rate of hire fixed by the Secretary of Transportation and to sue
in the courts, the excess of any amounts advanced on account of just
compensation over the amount of the court judgment will be required to
be refunded. In the event of loss or damage to such property, due to
operation of a risk assumed by the United States under the terms of a
charter prescribed in this subsection, but no valuation of such vessel or
other property or mode of compensation has been agreed to, the United
States shall pay just compensation for such loss or damage, to the extent
the person entitled thereto is not reimbursed therefor through policies of
insurance against such loss or damage.
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{d) Determination of Amoeunt of Compensation. In all cases, the
just compensation authorized by this section shall be determined and
paid by the Secretary of Transportation as scon as practicable, but if the
amount of just compensation determined by the Secretary of
Transportation is unsatisfactory to the person entitled thereto, such per-
son shall be paid, as a tentative advance only, 75 per centum of the
amount so determined and shall be entitled to sue the United States to
recover such amount as would equal just compensation therefor, in the
manner provided for by section 24, paragraph 20, and section 145 of the
Judicial Code (U. S. C., 1946 edition, title 28, sccs. 41 (20) and 250):
Provided, however, That in the event of an election to reject the amount
determined by the Secretary of Transportation and to sue in the courts,
the excess of any amounts advanced on account of just compensation
over the amount of the court judgment will be required to be refunded.

The existence of any valid claim by way of mortgage or maritime
claim or attachment lien upon such vessel shall not prevent the taking
thereof pursuant to this section: Provided, however, That in the event
any such claim exists the Secretary of Transportation may in his discre-
tion deposit such portion of the compensation hereunder, or advances on
account thereof, as may equal but not exceed the amount of such claims
in respect of the vessel, with the Treasurer of the United States, and the
fund so deposited shall be available for the payment of such compensa-
tion, and shall be subject to be applied to the payment of the amount of
any valid claim by way of mortgage or maritime lien or attachment lien
upon such vessel, or of any stipulation therefor in a court of the United
States, or of any State, subsisting at the time of such requisition or tak-
ing of title or possession; the holder of any such claim may commence
prior to June 30, 1943, or within six months after the first such deposit
with the Treasurer and publication of notice thereof in the Federal
Register, whichever date is later, and maintain in the United States dis-
trict court from whose custody such vessel has been or may be taken or
in whose territorial jurisdiction the vessel was lying at the time of requi-
sitioning or taking of title or possession, a suit in admiralty according to
the principles of libels in rem against the fund, which shall proceed and
be heard and determined according to the principles of law and to the
rules of practice obtaining in like cases between private parties, and any
decree in said suit shall be paid out of the first and all subsequent
deposits of compensation; and such suit shall be commenced in the
manner provided by section 2 of the Suits in Admiralty Act and service
of process shall be made in the manner therein provided by service
upon the United States attorney and by mailing by registered mail to the
Attorney General and the Secretary of Transportation and due notice
shall under order of the court be given to all interested persons, and any
decree shall be subject to appeal and revision as now provided in other
cases of admiralty and maritime jurisdiction.
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(e} Use of Vessel by Secretary; Transfer to Other Departments or
Agencies; Reimbursement of Secretary. The Secretary of
Transportation is authorized to repair, recondition, reconstruct, and
operate, or charter for operation, any property acquired under authority
of this section. The Secretary of Transportation is further authorized to
transfer the possession or control of any such property to any depart-
ment or agency of the Government of the United States upon such terms
and conditions as may be approved by the President. In case of any
such transfer the department or agency to which the transfer is made
shall promptly reimburse the Secretary of Transportation for the
Department of Transportation’s expenditures on account of just compen-
sation, purchase price, repairs, reconditioning, reconstruction, or charter
hire for the property transferred. Such reimbursements shall be deposit-
ed in the construction fund established by section 206 of this Act.

SEC. 905. DEFINITIONS (46 App. U.S.C. 1244 (2002)).
When used in this Act—

(a) The words “foreign commerce” or “foreign trade” mean com-
merce or trade between the United States, its Territories or possessions,
or the District of Columbia, and a foreign country, except that in the
context of scction 607 of this Act concerning capital construction funds
and except that in the context of title V of this Act, concerning construc-
tion-differential subsidy, the said words “foreign commerce” or “foreign
trade” shall also include, in the case of liquid and dry bulk cargo carry-
ing services, trading between foreign ports in accordance with normal
commercial bulk shipping practices in such manner as will permit
U.S.-flag bulk vessels freely to compete with foreign-flag bulk carrying
vessels in their operation or in competing for charters, subject to rules
and regulations promulgated by the Secretary of Transportation pursuant
to section 204(b) of this Act,

(b) The term “person” includes corporations, partnerships, and asso-
ciations existing under or authorized by the laws of the United States, or
any State, Territory, District, or possession thereof, or of any foreign

country,

(c) The words “citizen of the United States™ include a corporation,
partnership, or association only if it is a citizen of the United States “
within the meaning of section 2 of the Shipping Act, 1916, as amended
(U.8.C,, title 46, sec. 802), and with respect to a corporation under title
V1 of this Act, all directors of the corporation are citizens of the United
States and, in the case of a corporation, partnership, or association oper-
ating a vessel on the Great Lakes, or on bays, sounds, rivers, harbors,

* Section 2 of the Shipping Act, 1916 (followed by provisions that affect Section 2
citizenship requirements) is located at page 188 infra,
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or inland lakes of the United Stales the amount of interest required to
be owned by a citizen of the United States shall be not less than
75 per centum.

{d} The word “construction” includes outfitting and equipping.

{f) The terms “Representative” and “Member of the Congress”
include Delegates to the House of Representatives from the District of
Columbia, Guam, and the Virgin Islands, and the Resident Commissioner
to the House of Representatives from the Commonwealth of Puerto Rico.

{g} The term “United States” includes the District of Columbia, the
Commonwealth of Puerto Rico, the Northern Mariana Islands, Guam,
American Samoa, the Virgin Islands, and the areas and installations in
the Republic of Panama made available to the United States pursuant to
the Panama Canal Treaty of 1977, the agreements relating to and
implementing that Treaty, signed September 7, 1977, and the Agreement
Between the United States of America and the Republic of Panama
Concerning Air Traffic Control and Related Services, concluded
January 8, 1979,

SEC. 906. SEPARABILITY OF PROVISIONS; SHORT
TITLE (46 App. U.S.C. 1245 (2002)). If any provisions of this
Act, or the application thereof to any person or circumstance, 1s held
invalid, the remainder of the Act, and the application of such provisions
to other persons or circumstances, shall not be affected thereby. This
Act may be cited as the Merchant Marine Act, 1936.

SEC. 908. APPOINTMENT OF SECRETARY AS TRUSTEE
OR RECEIVER; OPERATION OF VESSELS UNDER COURT
ORDERS; PAYMENT OF OPERATING COSTS; CLAIMS
AGAINST CORPORATION (46 App. U.S.C. 1247 (2002)).

{a) Notwithstanding any other provision of law, in any proceeding in
a bankruptcy, equity, or admiralty court of the United States in which a
receiver or trustee may be appointed for any corporation engaged in the
operation of one or more vessels of United States registry between the
United States and any foreign country, upon which the United States
holds mortgages, the court, upon finding that it will inure to the advan-
tage of the estate and the parties in interest and that it will tend to fur-
ther the purposes of this Act, may constitute and appoint the Sccretary
of Transportation as sole trustee or receiver, subject to the directions
and orders of the court, and in any such proceeding the appointment of
any person other than the Secretary as trustee or receiver shall become
eftective upon the ratification thereof by the Secretary without a hear-
ing, unless the Secretary shall deem a hearing necessary. In no such
proceeding shall the Secretary be constituted as trustee or receiver
without the Secretary’s express consent.
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(b) If the court, in any such proceeding, is unwilling to permit the
trustee or receiver to operate such vessels in such service pending the
termination of such proceeding, without financtal aid from the
Government, and the Secretary certifies to the court that the continued
operation of such vessel is, in the opinion of the Secretary, essential to
the foreign commerce of the United States and is reasonably calculated
to carry out the purposes and policy of this Act, the court may permit
the Secretary to operate the vessels subject to the orders of the court and
upon terms decreed by the court sufficient to protect all the parties in
interest, for the account of the trustee or receiver, directly or through a
managing agent or operator employed by the Secretary, if the Secretary
undertakes to pay all operating losses resulting from such operation, and
comply with the terms imposed by the court, and such vessel shall be
considered to be a vessel of the United States within the meaning of the
Suits in Admiralty Act. The Secretary shall have no claim against the
corporation, its estate, or its assets for the amount of such payments, but
the Secretary may pay such sums for depreciation as it deems reason-
able and such other sums as the court may deem just. The payment of
such sums, and compliance with other terms duly imposed by the court,
together with the payment of the operating losses, shall be in satisfac-
tion of all claims against the Secretary on account of the operation of
such vessels.

SEC. 909. ENROLLMENT IN SEALIFT READINESS
PROGRAM (46 App. U.S.C. 1248 (2002)). No vesse! may
receive construction differential subsidy or operating-differential sub-
sidy if it is not offered for enrollment in a sealift readiness program
approved by the Secretary of Defense.
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