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THE SECRETARY OF COMMERCE
Woashington, D.C. 20230

Sirs:

It is my honor to submit the annual report of the Maritime Administration for
fiscal year 1979.

While the Agency's programs are amply described in the report, I call your
specific attention to the following:

* The privately owned, oceangoing U.S. merchant fleet reached
a record carrying capacity of 20 million deadweight tons,
although the number of ships in the fleet declined during
the year.

* Fifty-six new merchant vessels totaling 2.9 million deadweight
tons and valued at $3.4 billion were under construction or on
order in U.S. shipyards on September 30, 1979.

* Twenty new merchant vessels were delivered by American yards.
Included was the 390,770-deadweight-ton U.S.T. ATLANTIC, the
largest ship ever built in this country.

* Construction-differential subsidy was granted for 14 new merchant
vessels and the reconstruction of three others--the most awards
under this Federal program since 1973.

* In conjunction with trade talks held in Beijing in May 1979,
the Department of Commerce initiated discussions on a bilateral
maritime agreement between the United States and the People's Republic
of China.

The report indicates that, while the maritime industry showed modest gains in

this reporting period, the competition for cargoes continues to increase in U.S.
oceanborne foreign commerce, and the near-term outlook for commercial shipbuilding
is clouded. We cannot afford to overlook either the magnitude or significance of
the problems facing this industry. However, as a result of initiatives by this
Administration and the Congress, and the American merchant marine's long tradition
in delivering the goods, the 1980s could become a decade of progress for this
vital segment of our economy.

Sincerely,

Secretary of Co Qerce

The President
President of the Senate
Speaker of the House of Representatives







The period covered in MARAD 1979 has been marked by unprecedented
administrative and legislative initiatives to bolster the U.S. maritime industry.
As a result of this intensive activity, both in the public and private sectors, this
may well be regarded in the future as a pivotal year in U.S. shipping and
shipbuilding—not so much perhaps for what was done as what was said and
plans that were laid for the industry. ‘

By dint of the calendar, of course, it was the period that bridged the old
and new decades. Coincidentally (but not too surprisingly) the 1970s ended as
they began—with an intensive, far-reaching re-evaluation of the U.S. maritime
industry.

Not since the enabling legislation of the Merchant Marine Act of 1970 (some
would say, the 7936 Act) was in final debate on Capitol Hill had the U.S.
maritime community taken such a thorough, diagnostic look at the health of
our merchant fleet, our shipyards, and waterborne trade. Nor had there been
an assessment which generated such a multiplicity of suggestions as to the
industry’s statutory, regulatory, and promotional requirements as that which
prevailed as we approached the threshold of the 1980s. If there was no
consensus, it was not for lack of either human effort or opinion.

This Annual Report of the Maritime Administration describes Govern-
ment programs and industry developments which characterize the
status of, as well as the general concern for, the U.S. merchant marine
as a vital part of our peacetime transportation system, foreign and
domestic trade, total economy, and national security. The narrative and
the statistics contained herein also indicate that, while no era is without
its problems, considerable progress was made both in fiscal year
1979 and the past decade in the American maritime industry. And the
maritime policy initiatives taken by both the Executive and Legislative
Branches of the U.S. Government in these past few months promise
to provide us with constructive plans and tools to strengthen our
shipping and shipbuilding industries in the 1980s.

President Carter’s maritime policy recommendations, including
initiatives to revitalize an inadequate U.S.-flag dry-bulk fleet, were sent
to the Congress on July 20, 1979. :

Within a span of a few weeks—before and after that date—a dozen
pieces of major maritime legislation were introduced in the Congress.
Key provisions of those bills as they stood on September 30, 1979, are
outlined on the following two pages of this report.

Thus, in an industry noted for cyclical extremes in economic activities,
we have ended one cycle and begun another. Whatever progress we
make in the uncharted waters which lie ahead may well depend, as
it did in the 1970s and the more distant past, on how well we plan for
contingencies and adjust to change. We can be certain that the
future will challenge the best in all of us.

SAMUEL B. NEMIROW
Assistant Secretary of Commerce
for Maritime Affairs




Major Maritime
Legislative
Proposals—

Fiscal Year
1979

U.S. House of
Representatives

Bill No. H.R. 4769
Sponsor: Rep. John M.
Murphy

A bill “To revitalize maritime policy,
reorganize certain Government agencies,
and reform regulation of maritime affairs
in the United States.” :

Major Provisions

Most ocean shipping activities would be
exempt from the antitrust laws.

Conferences could enter into intermodal
agreements.

Conferences could be closed to cross-
traders.

The formation of shippers’ councils
would be authorized.

All conference agreements would be
effective 30 days after filing unless the
Federal Maritime Commission (FMC)
rejects an agreement for good cause
shown.

Freight forwarders would post a bond in
lieu of FMC licensing.

FMC investigation and enforcement
powers would be strengthened.

Subsidized ships would be given more
latitude to participate in the Jones Act
trades.

Operating-differential subsidy (ODS)
would be made available for some
foreign-built, U.S.-flag ships.

The requirement of service on an
“essential trade route” as a condition of
subsidy would be eliminated.

The requirement for the use of materials
and components made in the United
States would be relaxed.

ODS operators would be authorized to
suspend contracts to participate in cargo-
preference trades.

Restrictions on the ownership of foreign-
flag or domestic-trade ships by ODS
operators would be greatly reduced.

U.S. firms’ earnings from foreign shipping
to be eligible for deposit in Capital
Construction Fund (CCF) accounts.

Tax Code to be amended to allow ship-
owners to claim 100 percent of the
investment tax credits on vessels built
with CCF funds.

Statutory authority for the payment of
construction-differential subsidy (CDS)
and ODS on ships engaged in foreign-to-
foreign trades would be clarified and
extended.

No CDS would be paid to shipyards with
inefficient work rules.

Direct Federal payments to shipyards for
capital improvements would be
authorized.

CDS authority would be used to maintain
shipyard mobilization base.

Capital investments for ships and ship-
yards could be deducted as immediate
business expenses.

Reciprocal tax exemption for foreign-flag
shipping would be amended to exclude
flag of convenience operations.

The definition of “U.S. income” for
foreign-flag operations in the U.S. would
be expanded.

Exclusion from U.S. taxation of invest-
ments in, or earnings from, foreign-flag
shipping by U.S. companies would be
ended.

United States Trade Representative would
be given authority over the administra-
tion of maritime policy and FMC
decision-making.

Bill No. H.R. 5113
Sponsor: Rep. Corrine C.
(Lindy) Boggs

A bill “To promote orderly and efficient
ocean transportation of bulk commodities
in the foreign commerce of the United
States, and for other purposes.”

Major Provisions

Secretary of State would be directed to
negotiate “‘governing international mari-
time agreements” with all countries
involved in more than 5 percent of the
U.S. bulk trades.

Signatories would each reserve 40 percent
of trade for national flag ships and must
have equal shares in the trade.

Congress would have 60 days to reject
any agreement after signature.

Signatories could waive cargo portion for
up to 10 years so long as other signatory
has right of first refusal.

U.S. would assist signatories in develop-
ment of bulk fleet, using Titles V and XI
of the Merchant Marine Act, 1936, as
amended.

Five years after enactment, it would be
illegal to ship any U.S.-bulk cargo in
non-signatory ships.

Bill No. H.R. 5145
Sponsor: Rep. Paul S.

- Trible, Jr.

A bill “To promote competitive United
States-flag bulk cargo carrying vessels in
world trade, to stimulate construction of
modern bulk cargo-carrying vessels for
domestic and foreign trade built in ship-
yards of the United States, and for other
purposes.”

Major Provisions

Bulk ships would be free to operate
either in the domestic trades or the sub-
sidized foreign trades.

A per diem subsidy covering both ODS
and CDS would be paid to bulk ships for
time actually spent in foreign trades.

Interest would be included in each per
diem CDS payment for the time between
date of construction and the date of
payment.

Eligibility for per diem would be certified
prior to construction to facilitate
financing.

“World rates” would be presumptively
fair and reasonable for cargo-reservation
program.

“Foreign trade’” would be expanded to
cover foreign-to-foreign commerce.




United States
Senate

Bill No. S. 1460
Sponsor: Sen. Daniel K.
Inouye

A bill “To amend the Shipping Act, 1916,
to clarify and improve the provisions
relating to cooperative activity among
common carriers by water, to permit the
establishment of shippers’ councils, and
for other purposes.”

Major Provisions

The FMC could approve any rate spread
for a Section 14(b) contract which it
found to be reasonable.

The formation of shippers’ councils
would be authorized.

Conferences would be authorized to
enter into intermodal agreements.

The FMC would have to approve all Sec-
tion 15 agreements which it found to be
reasonable means of achieving the
economic objectives of the parties and
consistent with the Shipping Act. The
FMC would not have to consider the
status of the agreements under the
antitrust laws.

Section 15 agreements which established
a right of independent action, were en-
dorsed by shippers’ councils, or which
implemented an inter-governmental
agreement would be presumptively valid.

Conferences could be closed to cross
trades.

Bill No. S. 1462
Sponsor: Sen. Daniel K.
Inouye

A bill “To amend the Shipping Act, 1916,
and the Merchant Marine Act, 1936, to
promote comity with United States trad-

ing partners, and to encourage certain
maritime agreements in the foreign
commerce of the United States, and for
other purposes.”

Major Provisions

Carriers could enter into “reciprocal
ocean transport agreements’ to establish
pooling and cargo-allocation
arrangements.

The Government would be directed to
enter into bilateral “liner shipping agree-
ments” with U.S. trading partners.

Both types of agreements would have to
offer at least 40 percent of the trade or a
share equal to that of the trading part-
ners, whichever is greater.

Participants in the agreements could not
discriminate against U.S. carriers,
shippers, exporters, importers, or ports.

All agreements among carriers would be
presumptively valid and could not be
challenged by the FMC except on com-
plaint by a commercial party affected by
the agreement.

The Secretary of Commerce would be
directed to establish a “Maritime Industry
Advisory Committee” made up of
industry representatives.

Bill No. S. 1463
Sponsor: Sen. Daniel K.
Inouye

A bill “To amend the Shipping Act, 1916,
to improve the efficiency, service, and
organization of common carriers by water
in foreign commerce, to extend existing
antitrust law exceptions to intermodal
transportation agreements, and for other
purposes.”

Major Provisions

The maximum rate spread under a Sec-
tion 14(b) contract would be 13 percent
if only the shipper and carrier were
parties and 18 percent if the consignee
was also a party.

The FMC would be given the power to
review merger acquisition and confer-
ence-wide intermodal agreements.

The formation of shippers’ councils
would be authorized.

All agreements would be valid 60 days
after filing unless the FMC found on com-
plaint that it was reasonably likely that
they were in violation of the Shipping
Act, and that the complainant would be
irreparably injured by implementation.
The burden of proof would be on the
opponents of approval.

The penalties for violating the Shipping
Act would be increased and the applica-
tion of the antitrust laws to the regulated
activities would be ended.

The President, on recommendation from
the FMC, could close U.S. ports to the
ships of the countries which discrimi-
nated against U.S. shipping.

Bill No. S. 1849
Sponsor: Sen. Howard W.
Cannon

A bill “To amend Sections 503, 504,
606(6), 804, and 905(a) of the Merchant
Marine Act, 1936.”

Major Provisions

The period of mandatory U.S. documen-
tation for dry-bulk ships built under CDS
would be reduced to 10 years.

U.S. operators of dry-bulk ships built
with CDS would be authorized to make
repairs abroad without subsidy.

The sale of dry-bulk vessels built with
CDS to foreign interests after 10 years’
U.S. documentation would be authorized,
subject to conditions assuming use by
the U.S. of the ship in a national
emergency.

Limitations on the ownership of foreign-
flag ships by U.S. dry-bulk operators
receiving subsidy would be relaxed.

Subsidized dry-bulk ships could trade
worldwide.
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Chapter 1

Contract Awards

During fiscal year 1979 the Mari-
time Administration (MarAd) granted
construction-differential subsidy
(CDS) for 14 new, highly productive
merchant ships, and the reconstruc-
tion of three existing vessels, the
largest number of awards since 1973.
The new ships have a total contract
value of $845 million, including the
cost of national defense features
incorporated in the vessels. They
comprise five 32,000-deadweight-ton
(dwt.) dry-bulk carriers for Levingston
Falcon I Shipping Co.; three 39,500-
dwt. integrated tug/barge chemical/oil
vessels for subsidiaries of Occidental
Petroleum Corp.; three 23,500-dwt.
Roll-On/Roll-Off (RO/RO) container-
ships for Waterman Steamship Corp.;
and three 32,800-dwt. containerships
for American President Lines. (See
Table 1 for FY 1979 contract awards
and vessels under CDS contract on
September 30, 1979.)

Private contracts were awarded in
FY 1979 for the nonsubsidized con-
struction of 11 vessels totaling
377,000 dwt. and including five
product tankers, two tug/barge
tankers, two self-unloading Great
Lakes bulk carriers, and two large
self-propelled hopper dredges (see
Table 2).

Aerial view of Bethlehem Steel’s
Beaumont, Tex., Shipyard depicts
wide range of building and repair
facilities.

As of September 30, 1979, there
were 56 new merchant vessels aggre-
gating 2.6 million dwt. with a total
contract value of $3.4 billion on U.S.
shipyard orderbooks. (A year earlier,
59 vessels were on order.) Of the
56 vessels, 30 were being built
with CDS, and all but one of the
CDS vessels also were participating
in the Federal Ship Financing (Title
X1) Guarantees Program. In addition,
six of the remaining 26 privately
financed vessels carry Title Xl guaran-
tees (for a total of 35 covered by that
program).

As of September 30, 1979, there
were 31 offshore oil-drilling rigs on
order or in production in five U.S.
shipyards, compared to 23 units a
year earlier.

One merchant ship contract in-
volving Federal aid was cancelled
during the year. On June 14, 1979,
Cumberland Shipping Co., Seatrain
Shipbuilding Corp., and the Maritime
Administration agreed to cancel a
contract for a self-propelled, ocean-
going RO/RO barge of 4,700 dwt.

Construction Subsidy

MarAd is authorized to pay con-
struction-differential subsidy to
reduce or eliminate the cost disparity
which exists between U.S. and foreign
shipbuilding prices. This subsidy, the
difference between the shipbuilding
costs in an American shipyard and a
reasonable estimate of costs in a
foreign shipyard, may not exceed 50
percent of the domestic shipbuilding
costs.

To be eligible for CDS, a vessel
must be built in an American ship-
yard, owned by American citizens,
manned by an American crew, and
operated under the U.S. flag in the
Nation’s essential foreign commerce.

The combined costs on the vessels
which were under CDS contracts for
construction or reconstruction on
September 30, 1979, totaled $2 bil-
lion, of which $795.6 million will be
paid by the Government. The new
vessels being built with CDS con-
sisted of five liquefied natural gas
(LNGQ) carriers, one tanker, six con-
tainerships, three cargo vessels, five
integrated tug/barge vessels, three
RO/RO containerships, two lighter-
aboard ship (LASH) vessels, and five
dry-bulk carriers. In addition, two
LASH vessels were undergoing recon-
struction, and the reconstruction of
a third LASH was completed during
the fiscal year. (CDS expenditures
since 1936 are summarized in
Appendix 1.)

There were 43 CDS applications
for 117 new vessels on file at MarAd
at the close of the fiscal year. How-
ever, a number of these applications
have been pending for some time
and, under current criteria, are con-
sidered dormant (although subject to
reactivation upon request.)

Additionally, seven companies of
the Berger Group have filed CDS
applications for the retrofitting of
their seven tankers and two ore/bulk/
oil (OBO) vessels to comply with
provisions of the Port and Tanker
Safety Act of 1978. The applicants
are Aeron Marine Shipping Co.,
Aquarius Marine Co., Aries Marine
Shipping Co., Atlas Marine Co.,
Northwest Shipping Corp., Worth Oil
Transport Co., and Yeon Shipping
Corp.




Table 1: S‘HIPS UNDER CDS—SEPTEMBER 30, 1979

Ship
Owner Shipbuilder Type
Contracts Awarded in FY 1979:
American President Lines Avondale Shipyards CN
Levingston Falcon | Levingston Shipbuilding DBC
Prudential Lines® Newport News Shipbuilding LASH
Suwannee River Finance Avondale Shipyards B
Suwannee River SPA Finance Avondale Shipyards B
Suwannee River Phosphate Finance Avondale Shipyards B
Waterman Steamship Sun Shipbuilding RO/RO
Waterman Steamship Sun Shipbuilding RO/RO
Total (FY 1979)
Undelivered Vessels Under Contracts
Awarded prior to FY 1979:
American Atlantic Shipping Equitable Shipyards BBC
Coordinated Caribbean Transport Manhattan Barge/Marinette B
El Paso Columbia Avondale LNG
El Paso Cove Point Avondale LNG
El Paso Savannah Avondale LNG
Farrell Lines Bath Iron Works CN
Farrell Lines Bethlehem (Sparrows Pt.) CN
Lachmar General Dynamics LNG
VLCC i Newport News SB & DD COT
Waterman Steamship Avondale LASH

Total (Prior to FY 1979)

Total All Ships under CDS September 30, 1979




Total

Estimated Estimated Estimated Estimated
No. of Total Completion Cost? CDS Cost NDF
Ships Deadweight Date (Millions) (Millions) (Thousands)
3 98,400 4-82 $273.0 $135.3 $1,066
5 175,000 11-82 200.3 98.1 185
3 89,460 11-79 49 2.2 -0-
1 40,134 7-80 54.7 26.9 181
1 40,134 9-80 54.7 26.9 181
1 40,134 11-80 54.7 26.9 181
2 77,000 5-81 137.4 66.4 1,573
1 38,500 11-81 70.5 344 742
17 598,762 $850.2 $417.1 $4,109
3 6,660 12-79 $ 287 $ 139 $ 195
2 13,542 6-80 42.4 16.2 -0-
1 63,1703 " indefinite 106.0 175 20
1 63,1703 indefinite 100.0 16.5 20
1 63,170° indefinite 103.0 17.0 20
1 16,343 2-80 43.2 214 91
2 54,680 2-80 156.8 77.8 72
2 127,200 3 3-80 310.0 79.0 -0-
1 390,770 12-79 138.2 53.5 58
2 81,842 8-80 140.1 65.7 518
16 880,547 $1,168.4 $378.5 $ 994
33 1,479,309 $2,018.6 $795.6 $5,103

1 Total contract cost including CDS and National Defense Features (NDF), but excluding engineering and change orders.
2 Reconstruction.
3 125,000 cubic meters.

Key to Ship Types: CN = containership, COT = crude oil tanker, LNG = liquefied natural gas carrier, TB = integrated tug/barge vessel,
BBC = breakbulk carrier, RO/RO = roil-on/roll-off vanship, LASH = lighter aboard ship, RRB = self-propelled RO/RO barge,
DBC = dry bulk carrier.




M/V CHICAGO, Great Lakes bulk
carrier built for American Steamship
Co.,; launched at Bay Shipbuilding
Corp., Sturgeon Bay, Wis., Aug. 2,
1979.

Fisheye lens view of MOBIL ARCTIC
under repair in Portland’s Dry Dock

4, at 982 feet largest floating dry

dock on West Coast. Photo was made
at “People’s Day” open house May 19,
7979.
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Table 2: PRIVATE SHIP CONSTRUCTION CONTRACTS AWARDED IN FY 1979

Est.

Total

No. Total Completion Est. Cost
Owner Shipbuilder Type Vessels Deadweight Date (Millions)
Union Oil Co. of Calif. National Steel Product Tankers 3 112,500 1981 $150.0
Ogden Marine, Inc. Avondale Product Tankers 2 84,000 1981 100.0
Artemis Marine Co. Beth. Sp: Pt./ Tug/Barge 1 47,075 1980 52.6
Halter Marine
First Tug/Barge Corp. Beth. Sp. Pt./ Tug/Barge 1 47,075 1981 52.6
Halter Marine
Oglebay Norton Co. Bay SB Great Lakes 1 62,000 1981 50.0
Bulk Carier
Goodyear SS Co. Bay SB Great Lakes 1 24,300 1980 25.0
Bulk Carier
Great Lakes Dredge & Dock Co. Southern SB Dredge 1 N.A. 1980 16.0
Corps of Engineers Sun Ship Dredge 1 N.A. 1981 65.0
Total Private Contracts—FY 1979 11 376,850 $511.2




Ship Deliveries

Twenty new vessels totaling 1.8
million dwt. were delivered by
American shipyards during the fiscal
year (see Table 3).

Seven of the FY 1979 deliveries
were subsidized:

B The 125,000-cubic-meter LNG
carriers EL PASO ARZEW and EL
PASO HOWARD BOYD to El Paso
Arzew Tanker Co. and El Paso
Howard Boyd Tanker Co., respec-
tively, for Algeria/U.S. East Coast
services;

® The 390,770-dwt. crude oil carrier
U.S.T. ATLANTIC to U.S. Trust Co.
of New York, for charter to VLCC
I Corp., for worldwide service;

B The 225,000-dwt. crude oil carrier
BAY RIDGE to U.S. Trust Co. of
New York, for charter to Rich-
mond Tankers, Inc., for worldwide
service;

B The 14,600-dwt. containership
ARGONAUT to Farrell Lines, for
service between the U.S. Fast
Coast, Europe, and the Mediter-
ranean; and

B The 3,000-dwt. heavy-lift cargo
ships JOHN HENRY and PAUL
BUNYAN to American Heavy Lift
Shipping Co., for operation in
foreign trade, serving all U.S.
coasts including the Great Lakes.

Delivery of these seven vessels
brought to 56 the number of subsi-
dized ships contracted for and
completed since enactment of the
Merchant Marine Act of 1970.

During the fiscal year, U.S, ship-
yards also delivered the following 13
vessels built without subsidy:

B Three 125,000-cubic-meter LNG
carriers, one each to Patriot 11,
Patriot Ill, and Patriot V Shipping
Corporations, for service between
Indonesia and Japan;

B Two 164,000-dwt. crude oil
tankers to Exxon Company, USA,
for Alaska/U.S. West Coast service:

’

B One 188,500-dwt. crude oil tanker
to General Electric Credit Corp.
(for long-term charter to Shell Oil

Co.), for Alaska/U.S. West Coast
service;

B One 118,300-dwt. double-hull
crude oil tanker to Shipco (for
long-term charter to a subsidiary
of Standard Qil Co. of Ohio), for
Alaska/U.S. West Coast service;

B Two 62,000-dwt. self-unloading
bulk carriers, one each to U.S.
Steel Corp. and American Steam-
ship Co., for the Great Lakes
trade;

B One 59,000-dwt. self-unloading
bulk carrier to National Steel
Corp., for the Great Lakes trade;

B One 23,300-dwt. self-unloading
bulk carrier to Oglebay Norton
Co., for the Great Lakes trade;

B One self-propelled pipelaying
vessel, for Santa Fe International;
and

B One self-propelled oceangoing
hopper dredge, for North Ameri-
can Trailing Co.

Deliveries of merchant vessels by
major shipbuilding nations during
calendar year 1978 are shown in
Table 4.

Title X! Guarantees

The Federal Ship Financing Guar-
antees Program was established by
Title X1 of the Merchant Marine Act
of 1936.

As originally enacted, Title XI au-
thorized the Secretary of Commerce,
acting by and through the Maritime
Administrator (now the Assistant
Secretary for Maritime Affairs), to
insure loans or mortgages made to
finance or refinance the construction
or reconstruction of American-flag
vessels in U.S. yards. In 1972, Title XI
was amended to provide direct Gov-
ernment guarantees of the underlying
debt obligations for future transac-
tions.

In the event of default by the
owner of a vessel financed under
Title X1, the U.S. Government insures
or guarantees full payment to the
lender of the unpaid principal and
interest of the mortgage or obligation.

During FY 1979 MarAd condi-
tionally approved Title XI guarantees
of $944.8 million covering 401 vessels
(see Table 5).

Based on previous Title XI commit-
ments, guarantees were placed on 121
vessels during FY 1979.

As of September 30, 1979, Title XI
guarantees in force amounted to
nearly $6.4 billion. Pending applica-
tions on that date represented poten-
tially about $3 billion in additional
guarantees (see Table 6).

The Title XI ceiling throughout the
period was $10 billion as previously
established by Congress. Of this
amount, MarAd was authorized to
guarantee $9,750,000,000 in merchant
vessel financing (with the balance
allocated for fishing vessels).

The self-sustaining Title XI program
has been one of the most successful
under the Merchant Marine Act of
1936. Its total costs, including salaries
of the MarAd staff employed in the
merchant ship-financing program, are
underwritten by fees which are paid
by users. These investigation and guar-
antee fees go into the Federal Ship
Financing Fund, which is a Revolving
Fund for payment of mortgage
defaults.

Only 12 companies have defaulted
in the history of the Title XI program.
During FY 1979 the Federal Ship
Financing Revolving Fund had net

income of $25,581,567.
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Table 3: NEW SHIPS DELIVERED FROM U.S. SHIPYARDS DURING FY 1979

Owner* Builder Type Vessels
Subsidized

El Paso Arzew Tanker Co. Newport News SB LNG Carrier 1
El Paso Howard Boyd Tanker Co. Newport News SB LNG Carrier 1
U.S. Trust Co. of N.Y.

(VLCC | Corp.) Newport News SB Crude Oil Tanker 1
U.S. Trust Co. of N.Y.

(Richmond Tankers, Inc.) Seatrain SB Crude Oil Tanker 1
Farrell Lines Bath Iron Works Containership 1
American Heavy Lift SS Co. Peterson Builders Heavy Lift Cargo 2

Total Subsidized Deliveries 7
Nonsubsidized
Patriot 1l Shipping Corp. Gen. Dynamics (Quincy) LNG Carrier 1
Patriot 1ll Shipping Corp. Gen. Dynamics (Quincy) LNG Carrier 1
Patriot V Shipping Corp. Gen. Dynamics (Quincy) LNG Carrier 1
Exxon Company, USA Avondale Shipyards Crude Oil Tankers 2
Gen. Electric Credit Corp.

(Shell Qil Co.) National Steel & SB Crude Oil Tanker 1
SOHIO Subsidiary Sun Ship Crude Oil Tanker 1
U.S. Steel Corp. Bay Shipbuilding Bulk Carrier 1
American Steamship Co. Bay Shipbuilding Bulk Carrier 1
National Steel Corp. Amer. Ship Building Bulk Carrier 1
Oglebay Norton Co. Bay Shipbuilding Bulk Carrier 1
Santa Fe International Todd-Galveston Pipelaying Vessel 1
North Amer. Trailing Co. Southern SB Dredge 1

Total Nonsubsidized Deliveries 13
20

Total New Ships Delivered FY 1979

* Bareboat charterer is shown in parentheses if owner is a bank.
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Table 4: WORLDWIDE SHIP DELIVERIES—CALENDAR YEAR 1978 (TONNAGE IN THOUSANDS)
Total Combination Bulk

All Types Pass. & Cargo Freighters Carriers Tankers -
Country of Construction No. Deadweight No. Deadweight No. Deadweight No. Deadweight No. Deadweight
Total 965 23,366.1 5 11.1 603 8,957.4 227 7,838.1 130 8,558.5
United States 15 1,458.1 — — 3 35.2 —_ — 12 1,423.9
Brazil 19 746.7 — — 11 135.9 7 332.3 1 278.5
Denmark 27 535.3 1 2.8 1S 167.6 4 158.9 3 205.9
France 22 416.7 2 3.3 16 287.2 — — 4 126.2
Germany, East 14 220.8 — — 8 93.3 6 127.5 — e
Germany, West 67 959.4 —_ —_— 56 784.4 4 66.7 7 108.3
ltaly 13 512.7 —_— — 4 65.8 4 337.7 5 108.2
Japan 386 8,281.8 1 3.4 218 2,708.0 135 4,479.8 32 1,080.6
Korea, South 37 985.7 . —_ 18 303.8 15 3175 4 364.4
Netherlands 33 412.3 — — 29 156.2 — — 4 256.1
Norway 27 349.9 1 1.6 15 159.3 2 7.8 9 181.2
Poland 29 553.8 —— — 21 260.3 6 218.7 2 74.8
Spain 63 1,551.6 —_ — 51 438.9 5 2254 7 887.3
Sweden 18 1,448.5 — — ] 78.6 5 363.0 4 1,006.9
United Kingdom 48 1,683.1 — —_ 29 416.7 12 383.5 7 872.9
U.S.S.R. 24 467.1 _ — 14 82.4 6 168.3 4 216.4
Yugoslavia 12 391.1 — — 5 68.7 2 125.4 5 197.0
All Others 111 2,390.6 — — 77 7151 14 515.6 20 1,159.9
Table 5: SHIP FINANCING GUARANTEES—COMMITMENTS APPROVED IN FY 1979
Number Type Company Amount Guaranteed

Deepdraft Vessels:

5 Bulk Carriers Levingston Falcon Shipping Co. $ 82,072,500
2 RO/ROs Waterman Steamship Corp. 57,248,000
2 Bulk Carriers Interlake Steamship Co. 64,115,625
i Tanker First Tug/Barge Corp. 51,852,000
1 Tanker Artemis Marine Co. 51,104,000
1 Containership Matson Navigation Co. 64,688,750
3 Cargo American President Lines, Ltd. 135,000,000
1 RO/RO Waterman Steamship Corp. 23,670,000
1 Tanker Fredericksburg Shipping Co. 24,178,000
1 Bulk Carrier Morse Steamship Co. 34,681,000
1 Tanker Chas. Kurz & Co., Inc. 24,244,000
19 Total Deepdraft Vessels $618,853,875
Other Types:
Ocean:
1 Tug James Griffiths & Sons, Inc. $ 840,000
1 Barge James Griffiths & Sons, Inc. 766,000
2 Tugs Manatee Towing Co. 9,390,000
2 Barges Manatee Towing Co. 23,110,000
2% Barges Allied Barge, Inc. 2,485,000
2 Barges Hannah Inland Waterways 5,193,000
1 Barge Morania Barge No. 410 Inc. 2,500,000
1 Tug Louisiana Marine Tugs Corp. 2,141,000
1 Barge Bilcon Associates 5,214,000
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Table 5: (Continued)

Number Type Company Amount Guaranteed
3 Tugs Trailer Marine Transport Corp. 6,899,194
4 Barges Trailer Marine Transport Corp. 29,100,806
18 Total Ocean $ 87,749,000
River:
1 Tug Canal Barge Co., Inc. $ 1,541,688
3 Barges Canal Barge Co., Inc. 806,311
22 Barges National Marine Service, inc. 7,500,000
2 Tugs Tenn-Tom Towing, Inc. 534,000
2 Barges Tenn-Tom Towing, Inc. 929,000
4 Tugs American Commercial Lines, Inc. 7,288,500
108 Barges American Commercial Lines, Inc. 21,361,500
2 Tugs Coastal Towing, Inc., Houston 1,362,581
8 Barges Coastal Towing, Inc., Houston 6,013,833
3 Tugs Parker Towing Co. 1,409,818
33 Barges Parker Towing Co. 5,306,971
189 Total River $ 54,054,203
Drill Service:
4 Tug/Supply Vessels Acadian Supply Ships Assoc. $ 13,633,305
1 Tug/Supply Vessel Angela Briley, Inc. 2,408,000
1 Tug/Supply Vessel Briley Offshore, Inc. 2,391,000
1 Tug/Supply Vessel Mark Briley, Inc. 2,399,000
2 Tug/Supply Vessels Point Marine, Inc. 4,506,250
2 Tug/Supply Vessels Offshore Island Boats, Inc. 4,628,750
2 Tug/Supply Vessels Arthur Levy Enterprises, Inc. 4,628,750
1 Tug/Supply Vessel Billy Pugh Offshore, Ltd.—1978 1,828,417
1 Crewboat/Ferry Billy Pugh Offshore, Ltd.—1978 660,394
1 Standby Boat Billy Pugh Offshore, Ltd.—1978 311,351
1 Tug/Supply Vessel Billy Pugh Offshore, Ltd.—1979 2,322,029
17 Total Drill Service $ 39,717,246
Drill Ships:
1 Jackup Drill Rig Western Company of North America $ 19,500,000
1 Jackup Drill Rig Southern Marine—A Joint Venture 14,000,000
1 Jackup Drill Rig Tidelands Ltd. | 11,000,000
1 Jackup Drill Rig Keyes Offshore Ltd. 12,263,000
1 Jackup Drill Rig Keyes Offshore Lid. I 15,826,000
1 Jackup Drill Rig Broughton Offshore Ltd. 14,200,000
1 Jackup Drill Rig Houston Offshore Ltd. I 15,407,000
7 Total Drill Ships $102,196,000
Miscellaneous:
1 Marine Equipment Suppliers, Inc. $ 29,427,000

Self-Propelled Reel
Pipelay Ship

Total Miscellaneous

$ 29,427,000

(Continued on page 14)
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Table 5: (Continued)

Number Type Company Amount Guaranteed
Lighters:

150 LASH Lighters Waterman Steamship Corp. $ 12,790,000
150 Total Lighters $ 12,790,000
401 Total Guaranteed $944,787,324

! Note: Some numbers have been rounded to nearest dollar.
2 Not included in ship count; involved second mortgage.

Table 6: FEDERAL SHIP FINANCING GUARANTEES (TITLE XI) PROGRAM SUMMARY

(Statutory Limit $9.750 Billion) Principal Liability on September 30, 1979

Contracts in Force

Applications Pending

Vessels Principal Vessels Principal
Vessel Types Covered Amount* Covered Amount*
Deepdraft Vessels:
Tankers 66 $1,191,557,754 10 $ 470,207,250
Cargoes 165 1,235,755,917 17 316,018,500
LNGs 16 1,387,782,400 17 1,640,849,750
Bulk/OBOs 18 325,329,012 2 35,975,000
Total 265 $4,140,425,083 46 $2,463,050,500
Other Types:
Drill Rigs/Ships 53 $ 749,890,950 16 $ 276,288,000
Tugs/Barges/Drill Service 2,190 1,308,496,227 261 218,257,238
Miscellaneous 8 105,660,947 7 74,426,753
Total 2,251 $2,164,048,124 284 $ 568,971,991
TOTAL VESSELS 2,516 $6,304,473,207 330 $3,032,022,491
SHIPBOARD LIGHTERS 1,882 $ 72,473,679 201 $ 10,005,273
TOTAL ' 4,398 $6,376,946,886 531 $3,042,027,764

* Rounded to the nearest dollar.
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Capital Construction Fund

Since the Capital Construction Fund
(CCF) Program was established under
the Merchant Marine Act of 1970, it
has become one of the major Federal
aid programs extended to the many
sectors of the U.S. merchant marine.
CCEF assists operators in accumulating
capital to build, acquire, and recon-
struct vessels through the deferment
of Federal income taxes on eligible
deposits. With today’s high cost of
ship construction, the CCF is a signifi-
cant source of capital.

During the fiscal year, $262 million
was deposited in these accounts.
Since the inception of this program in
the fall of 1971, $1.7 billion has been
deposited in CCF accounts and $1.3
billion has been withdrawn for the
modernization and expansion of the
United States merchant marine.

The CCF program has broad appli-
cability which enables operators to
build vessels for the U.S. foreign
trade, the Great Lakes trade, the
noncontiguous domestic trade, or the
fisheries of the United States. Thus,
vessels built under this program span
a wide spectrum and include large
containerships, tankers, sophisticated
LNG vessels, self-loading Great Lakes
bulk carriers, integrated tug/barge
units, offshore vessels, and barges.

In a significant new development in
FY 1979, the Maritime Administration
began permitting the use of CCF
deposits as collateral for notes used
to provide interim financing for ships
under construction. This made it
possible for operators to issue their
own securities (commercial paper)
and gave them greater flexibility in
corporate finance matters.

The total value of construction
projects completed or started by CCF
fundholders to date is approximately
$5.2 billion. In the future, it is antici-
pated that the 94 fundholders (listed
in Table 7) will contract for over $3.:4
billion in construction projects. By
operating area, $2.9 billion of con-
struction is projected for vessels
employed in the U.S. foreign trade,
$371 million for the Great Lakes trade,
and $158 million for the noncontigu-
ous domestic trade.

Construction Reserve Fund

The Construction Reserve Fund
(CRF), like the CCF, encourages the
upgrading of the U.S.-flag fleet. The
CRF program permits eligible parties
to defer the taxation of gain on the
sale or other disposition of a vessel
if the net proceeds from the transac-
tion are deposited in a CRF and
reinvested in a new vessel within 3
years. Because its benefits are not so
broad as those of the CCF program,
the CRF is used predominantly by
owners of vessels operated in coast-
wise trades, on the inland waterways,
or in other trades not eligible for the
CCF program.

At the beginning of FY 1979, CRFs
were maintained by 10 companies and
balances on deposit totaled approxi-
mately $3.6 million. Eight companies
deposited a total of $8.4 million
during the fiscal year. Of the deposi-
tors, three opened new CRFs and two
completed their CRF objectives and
exhausted their funds. Withdrawals
totaled $1.9 million. At the close of
the reporting period, 11 companies
maintained CRF balances totaling
$10.1 million (see Table 8).

Ship Trade-Ins

During fiscal year 1979 three sub-
sidized operators traded in nine
vessels against new construction, as
provided in Section 510 of the
Merchant Marine Act of 1936. Under
actions by the Maritime Subsidy
Board:

B American President Lines, Ltd.,
was granted approval for the
trade-in of four C6 vessels, the
PRESIDENTS LINCOLN, TYLER,
MONROE and HARRISON,
against the construction of one
diesel-propelled containership.
(The PRESIDENTS MONROE and
HARRISON continued operations
under a use-hire agreement.)

B Farrell Lines, Inc, traded in the
EXPORT AIDE against the delivery
of two new containerships.

B Waterman Steamship Corp., in
connection with the award of a
20-year ODS contract on Trade
Route 21, traded in the ALEX
STEPHENS, ROBERT TOOMBS,
THOMAS JEFFERSON, and
ARTHUR MIDDLETON against
the construction of two RO/RO
containerships. (The traded-in
vessels remained in operation
under a use-hire agreement,
pending delivery of the new
vessels.)

15



Table 7:

CAPITAL CONSTRUCTION FUND HOLDERS—SEPTEMBER 30, 1979

A & G Transportation Co.
Aeron Marine Shipping Co.
Alaska Aggregate Corp.

Amak Towing Co., Inc.
American President Lines, Ltd.
American Shipping, Inc.
Aquarius Marine Co.

Ashland Oil, Inc.

Atlantic Richfield Co.

Atlas Marine Co.

Bankers Trust New York Corp.
Bethlehem Steel Corp.
Bob-Lo Co.

Bultema Dock & Dredge Co.
Bultema Marine Transportation Inc.
Campbell Towing Co.

Cement Transit Co.

Central Gulf Lines, Inc.
Citimarlease (Burmah 1), Inc.

Citimarlease (Burmah LNG Carrier), Inc.

Citimarlease (Burmah Liquegas), Inc.
Citimarlease (Fulton), Inc.
Citimarlease (Whitney), Inc.
Cleveland Cliffs Iron Co.

Cook Inlet Tug & Barge Co.
Cove Maritime Companies, Inc.
Crowley Maritime Corp.

Delta Steamship Lines, Inc.
Dillingham Tug & Barge Corp.
El Paso Arzew Tanker Co.

El Paso Columbia Tanker Co.
El Paso Cove Point Tanker Co.

El Paso Howard Boyd Tanker Co.
El Paso Savannah Tanker Co.

El Paso Southern Tanker Co.
Exxon Company USA

Farrell Lines, Inc.

Ford Motor Co.

Foss Alaska Line, Inc.

Foss Launch & Tug Co.

Fred Devine Diving & Salvage, Inc.
GATX Corp.

General Electric Credit & Leasing Corp.

General Marine, Inc.
Globe Seaways, Inc.

- Great Lakes Towing Co.

Hannah Brothers

Hannah Inland Waterways Corp.
Houston Natural Gas Corp.
Hvide Shipping, Inc.

inland Steel Co.

intercontinental Bulktank Corp.
Interstate Marine Transport Co.
Interstate Towing Co.

Luedtke Engineering Co.

Lykes Bros. Steamship Co., inc.
Madeline Island Ferry Line, Inc.
Marine Leasing Corp.

Matson Navigation Co.

Moore McCormack Resources, Inc.
National Gypsum Co.

Neuman Boat Line, Inc.

Ocean Tankships Corp.
Oceanic Partners

Ogden Corp.

Oglebay Norton Co.

Ohio Barge Line, Inc.

O.L. Schmidt Barge Lines, Inc.
Overseas Bulktank Corp.

Pacific Far East Line, Inc.

Pacific Shipping, Inc.

Prince William Navigation Co., Inc.
Prudential Lines, Inc.

R.J. Reynolds Industries, Inc.
Ritchie Transportation Co.

River & Gulf Transportation Co.
S & E Shipping Corp.

Seabulk Tankers Ltd.

Sun Company, Inc.

Tidewater Inc.

Transway International Corp.
TTT, Inc.

Union Oil Company of California
United States Cruises, Inc.
United States Line, Inc.

U.S. Steel Corp.

United Tanker Corp.

Warrior & Gulf Navigation Co.
Washington Island Ferry Line, Inc.
Waterman Steamship Corp.
Western Pioneer Inc.

Worth Oil Transport Co.

Young Brothers, Lid.

Zidell, Inc.

Table 8: CONSTRUCTION RESERVE FUNDS—SEPTEMBER 30, 1979

Company Balance
Asphalt Barge Corp. $ 396,664
Cargo Carriers, Inc. 946,500
Central Gulf Steamship Corp. 1,000
Gulf Mississippi Marine Corp.

Intercity Barge Co., Inc. 62,697
Juniper Tankers, Inc. 3,854,445
Keystone Tankship Corp. 423,376
Mobil Oil Corp. 3,283,438
National Marine Service, Inc. 1,143,591
Joan Turecamo, Inc. 3,876

Kathleen Turecamo, Inc.

Total September 30, 1979

$10,116,368

Net Increase Fiscal Year 1979

$ 6,560,974
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GULFTIDE oil-drilling rig at
Pascagoula, Miss., for modification
and repair represents re-entry by
Litton Industries” Ingalls Shipbuilding
Division into offshore activities.

Ship Design and Engineering

in FY 1979 MarAd sponsored a
Government/Industry Mobilization
Ship Conference to present to the
maritime industry and Department
of Defense officials the preliminary
design of a modern, standby ship
suitable for rapid series construction
in the event of a national emergency.

The conference also emphasized
the utility of the design for a number
of U.S. trades and encouraged its
commercial construction.

Following the conference a solici-
tation was prepared and a contract
awarded to prepare the detailed
plans and specifications of a “Con-
tract Design Package.” Based on
comments elicited at the conference,

the size of the vessel was increased
for this next design phase.

One of the design’s key features is
flexibility in handling cargo. It would
provide both RO/RO and lift-on/
lift-off access to all cargo areas of
the ship, enabling everything from
small breakbulk lifts to as much as
80-ton heavy lifts to be handled. To
speed up the load/discharge time
and enhance the handling of
mechanized military vehicles, side-
ports and a stern slewing ramp have
been incorporated in the design.
The design would permit containers
to be handled in cells (as on a
containership) or the same spaces to
be used for RO/RC cargoes.

In addition to the base design,
there will be eight alternatives
utilizing different types of main
propulsion machinery and cargo
gear. The hull and engine room have
been designed to accommodate a
range of propulsion plants including
steam turbine, gas turbine, medium-
speed diesel, and slow-speed diesel.

Optional configurations and
features for the multipurpose vessel
include a jumbo version derived by
inserting a 110-foot midbody into
the base ship, use of kingposts and
booms or gantry cranes in lieu of
standard cranes, and an alternative
stern ramp configuraton. All options
of the multipurpose ship can carry
liquid cargo, including fuel oil,
permitting the underway replenish-
ment of naval escort ships.

Also as part of MarAd’s continu-
ing effort to provide the United
States merchant fleet with national
defense capability, the Agency
conducted a concept study of an
integrated tug/barge as a mobile
cargo-handling platform in an
amphibious off-loading military
operation. The tug would be
detached after arrival at the operat-
ing site. The barge would be self-
elevating to form a pier by jacking
caissons down through the hull
against the sea bottom.
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At Todd Shipyards in Galveston, Tex.,
tugs tow forward half of
MORMACALTAIR out of dry dock so
that new midbody of jumboized
Moore McCormack general cargo ship
can be floated in—and all sections
connected.

.

M/V AMAZONIA, second in series of
2,000-dwt. multipurpose cargo ships
built for operation by American
Atlantic Shipping, Inc., in Caribbean
and South Atlantic trades, is launched
at Equitable Shipyards, Madisonville,
La., Jan. 20, 1979.

18



During FY 1979 MarAd provided
the following ship-design assistance
to other Government agencies:

E [n response to a request from the
Naval Sea Systems Command
(NAVSEA), MarAd began design
and cost studies for a fleet oiler
for the Navy. The design, desig-
nated the T-AO, incorporates
underway replenishment capa-

Farrell Lines” AUSTRAL PIONEER (top)

passes beneath Chesapeake Bay
Bridge, successfully completing
official sea trials on Sept. 21,1979.
Largely refrigerated containership
was built at Bethlehem Steel Corp.,
Sparrows Point, Md., shipyard. Sister
ship AUSTRAL PURITAN (left),
launched at Sparrows Point July 28,
1979, will join AUSTRAL PIONEER in
service between U.S. Atlantic and
Gulf Coast ports and Australia and
New Zealand.

bilities comparable to the Navy’s
AO177 fleet oiler but has struc-
ture, propulsion, and electric
power generation designed in
accordance with commercial
standards and practices. In addi-
tion, the T-AO was designed to
be manned by a Military Sealift
Command crew. MarAd'’s 6-
month design and costing effort
includes three baseline and 14
trade-off feasibility level designs
from which NAVSEA chose two
for a more detailed concept
design and cost estimate.

B As technical manager for the
National Oceanic and Atmos-
pheric Administration (NOAA)
in the procurement of a 127-foot
combination crabber-trawler
fisheries research vessel, MarAd
continued to monitor construc-
tion of the vessel at Bender Weld-
ing and Machine Co. in Mobile,
Ala. MarAd’s participation will
continue through construction
and trials, terminating with de-
livery which was scheduled early
1980.

B Design work begun in FY 1978
was completed this year on a 90-
foot fisheries research shrimp-
boat, also for NOAA. When built,
the boat will be used by NOAA
on the Gulf Coast for stock as-
sessments and hydrographic work.
The construction contract will be
let under a request for proposal
procurement system. Under this
system, various boat yards will
submit modified stock hulls to
MarAd for evaluation. The yard
with the most cost-effective design
will be selected.

® \Work also has begun on the de-
sign of a 150-foot NOAA research
vessel to be procured under the
same system. The vessel will be
used for fisheries stock assess-
ments and oceanographic research
and will be capable of stern trawl-
ing, lining, and crabbing.

In another project, MarAd pre-
pared a comprehensive design for a
new training ship which could replace
the aging ships now used by the State
maritime academies. The design
incorporates all features required for
practical at-sea training, including
two separate and complete main pro-
pulsion systems. Also undertaken in
FY 1979 was a study of alternative
methods of providing merchant
marine cadets’ shipboard training,
including the conversion of existing
ships presently in MarAd'’s custody.
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In support of its ship design and
engineering programs, MarAd main-
tains automated data processing ac-
tivities for computer-aided ship de-
sign technical review, as well as
mobilization and ship production
studies. The Agency participates in
computer-aided technology transfer
with private industries and other
Government agencies.

During the fiscal year, MarAd also
participated in joint computer-aided
ship design and ship production
projects with the Navy and private
industry. The projects entailed: (1)
conducting Navy/MarAd ship con-
struction/mobilization studies; (2)
adapting Navy ship hull generation/
fairing programs to commercial stand-
ards; (3) demonstrating specialized
computer graphics hardware/software
to interested Government and com-
mercial agencies; (4) installing and
demonstrating a minicomputer-based,
finite-elements, structural analysis
program; and (5) using MarAd com-
puter library programs in administer-
ing Titles V and XI of the Merchant
Marine Act of 1936 and in design
studies and projects in support of
MarAd programs and similar projects
of other Government agencies.

During the year, MarAd also took
the following actions pertaining to
U.S.-built ships:

B Provided guidance to U.S. equip-
ment manufacturers in the de-
velopment of a slow-speed diesel
engine manufacturing capability
and approved plans for slow-
speed diesel engines submitted by

the U.S. licensees of three major
European diesel manufacturers.
Following this action, American
President Lines directed a U.S.
shipyard to proceed with a change
in propulsion from steam tur-
bines to slow-speed diesels on
three new subsidized container-
ships ordered earlier in the year.

B Assisted the U.S. Coast Guard in
formulating the U.S. position on
Automatic Radar Plotting Aids
for submission to the Intergovern-
mental Maritime Consultative
Organization (IMCO). MarAd also
advised the Coast Guard on the
differences between the IMCO
Proposed Operation Standards
for Automatic Radar Plotting Aids
and the MarAd Collision-Avoid-
ance System specifications re-
quired by the U.S. Port and Tanker
Safety Act of 1978.

B Established a MarAd internal
working group through which
merchant ship communications
policy and planning operations are
more effectively coordinated.

B Completed an investigation of the
effects of three differing sets of
segregated ballast regulations on
ship configuration, cost, and antic-
ipated pollution abatement. The
regulations studied are the Inter-
national Convention for the Pre-
vention of Pollution from Ships,
1973 (MARPOL 73); U.S. Coast
Guard Regulations published in
1976; and Protocol of 1978 Relat-
ing to MARPOL 73, as adopted by
the Tanker Safety and Pollution
Prevention Conference of 1978.

In order to determine the effect
of the various regulations, MarAd

generated a series of tanker de-
signs which satisfied the require-
ments and then reviewed these
designs from the standpoint of
ship configuration, cost, and pol-
lution abatement. In total, 29

new ship designs were developed
and compared to each other as
well as to existing designs.

Issued a revised edition of MarAd
Standard Specifications for Mer-
chant Ship Construction. One of
the purposes of the document is
to assist the marine industry in
standardizing many aspects of
shipbuilding. The specifications
expressly prohibit the use of
asbestos in merchant ship con-
struction.

Prepared concept design studies
for converting the cargo ships of
the bankrupt States Steamship Co.
to a more usable configuration. In
their present form, the ships are
not as marketable as they might
be if they were capable of carry-
ing higher revenue cargoes. The
concept design series was de-
veloped as a marketing tool to
show prospective buyers how the
ships might be used more profit-
ably.

Contracted for a study to calculate
in detail the radii of gyration for
three typical ship types, to im-
prove predictions of ship motions
in a seaway. Improved ship
motion estimates now are possible
for checking the seakeeping char-
acteristics of a vessel.
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Value Engineering

By promoting the development
and application of design and engi-
neering innovations, MarAd'’s Value
Engineering Program attempts to
lower the cost of ship construction
without impairing essential vessel de-
sign characteristics.

Potential savings of $1,275,000 were
achieved in FY 1979. Since the pro-
gram’s inception in 1957, cumulative
savings have amounted to $34 million
—an average of more than $1.5 mil-
lion per year.

Shipyard Improvements

Despite a continuing worldwide
shipping recession and a climate of
uncertainty and overcapacity in global
shipbuilding, in this reporting period
the U.S. shipbuilding and ship repair
industry invested some $208 million
in facilities modernization and expan-
sion. As of July 1, 1979, a MarAd
survey indicated, the industry col-
lectively planned to spend an addi-
tional $221 million to improve facili-
ties during the year ending June 30,
1980.

The Merchant Marine Act of 1970
shifted the emphasis in U.S. shipyard
investments from replacement to
modernization and expansion. More
recently in American yards the em-
phasis has been on expanded ship
repair and conversion facilities.

Under the act, the shipbuilding in-
dustry has invested approximately
$1.7 billion in facilities modernization
and improvements. These have in-
cluded new building basins and
floating drydocks, cranes of unprec-
edented lifting capacity, automated
equipment, and highly mechanized
production systems, including the

prefabrication of large subassemblies
and preoutfitting of components
using modular techniques. Through
these investments, the industry has
significantly increased the capacity,
capability, and productivity of the
U.S. shipbuilding base.

Minority and Women's
Business Enterprise Program

In 1974, the Maritime Administra-
tion began a Minority Business Enter-
prise Program to encourage ship-
building and shipping companies to
use minority suppliers and vendors
and to advise the minority business
community of opportunities for sales
to the maritime industry.

During FY 1979 the Agency ex-
panded the program to assist busi-
nesses owned by women, as well as
those with minority ownership, to

Tanker ARCO CALIFORNIA under
construction (for Atlantic Richfield
Company) at National Steel and

Shipbuilding Co., San Diego, Calif.

become contractors and subcontrac-
tors to the recipients of MarAd sub-
sidies.

It is estimated that prior to 1974
less than $1 million per year was
transacted by maritime companies
with minority entrepreneurs. During
the past two reporting periods such
transactions averaged approximately
$15 million a year.

The Minority and Women’s Busi-
ness Enterprise Program is coordi-
nated with the Minority Business De-
velopment Agency, another agency
of the Department of Commerce.

In this ongoing effort, MarAd also
plays a leading role in Federal Execu-
tive Board Minority Programs which
are conducted regionally throughout
the United States.
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Chapter 2

Ship
Operations

The U.S. Fleet
And Its Cargoes

On September 30, 1979, the U.S.-
flag privately owned, deepdraft mer-
chant fleet (including the Great Lakes
fleet listed in Table 18) totaled 737
vessels with a record cargo carrying
capacity of 23 million deadweight
tons (dwt.). In fact, the carrying
capacity of the fleet set or equaled
new records each month during
fiscal year 1979.

This segment of the U.S. fleet in-
cluded 577 oceangoing vessels of 20
million dwt. (see Table 9), with 526
ships on active status and 51 vessels
on inactive status; an average dead-
weight of 34,662 tons; an average
age of 17 years; and an average speed
of about 17 knots.

The active oceangoing fleet, total-
ing approximately 18.7 million dwt.,
included 112 freighters, 247 tankers,
15 bulk carriers, 132 intermodal ves-
sels (containerships, barge-carrying
vessels, and Roll-On/Roll-Off, or RO/
RO, vanships), 4 combination pas-
senger/cargo ships, 7 integrated tug/
barge vessels, and 9 liquefied natural
gas (LNC) tankers.

Matson Navigation Co.’s LURLINE
Roll-On/Roll-Off vanship, executes
sweeping turn off San Francisco after
passing under bridge to Oakland.

Of the 51 vessels in an inactive
status, 25 were laid up and 26 were
temporarily inactive, either await-
ing cargoes or undergoing repairs.

Employment of the U.S.-flag ocean-
going merchant fleet as of Septem-
ber 30, 1979, is shown in Table 10.

Compared to other merchant fleets
of the world as of December 31, 1978,
the privately owned U.S. fleet im-
proved its position from 10th to 9th
place on a dwt. basis, and maintained
its 11th place rank on the basis of
number of ships (see Table 11). In
terms of average deadweight ton-
nage per ship, the U.S.-flag fleet fell
from sixth place to seventh.

In calendar year 1978, 18 sub-
sidized American-flag shipping opera-
tors reported combined revenues of
$71.6 billion and net income from
shipping operations of $67 million.
Their combined condensed financial
statements are presented in Appendix
1.

Also in calendar year 1978 based
on preliminary data, commercial
cargoes carried by ships of all flags
in U.S. oceanborne foreign trade
reached a record 777 million tons
with a record value of $195.8 billion.
The dollar value of cargo carried by
the U.S.-flag fleet increased, com-
pared to 1977, but the tonnage de-
creased. In addition, the U.S.-flag
fleet’s share of both categories de-
clined. Commercial cargoes carried
in U.S. oceanborne trade from 1969
through 1978 are shown in Table 12.

Lakes Liner Service

U.S.-flag service between the Great
Lakes and overseas areas was main-
tained by Lykes Bros. Steamship Co.
Lykes provided monthly container
and breakbulk cargo sailings to the
Mediterranean and Black Seas.

Farrell Lines made one sailing from
the Great Lakes in May 1979 to ports
in West, South, and East Africa; it
then discontinued Lakes service for
the remainder of the year.

The possibility of increased U.S.-
flag liner service was buoyed by the
application of Great Lakes Atlantic
Steamship Co. (GLAS) for operating-

differential subsidy. The company’s
plans call for an all-water cargo
service between U.S. Great Lakes
ports and ports in the United King-
dom and Continental Europe during
the St. Lawrence Seaway’s 8'%2-month
navigation season. During winter
months, GLAS would offer an inter-
modal service via Albany, N.Y., under
through bills of lading issued to and
from Great Lakes ports. The applica-
tion was pending at the end of FY
1979.

Operating Subsidy

The Maritime Administration pays
operating-differential subsidy (ODS)
to U.S. shipping companies to offset
the higher cost of operating a vessel
in foreign trade under the American
flag compared to the cost under a
competitive foreign flag.

In past years this form of aid gen-
erally covered the difference between
American and foreign costs of wages,
insurance, maintenance and repairs
not compensated by insurance, and
subsistence of officers and crews on
passenger ships. However, to reduce
the industry’s dependence upon
subsidy, policies instituted in recent
years have encouraged the exclusion
of subsidy for hull and machinery
insurance premiums, maintenance
and repairs not compensated by in-
surance, and protection and in-
demnity insurance.

All modern cargo vessels, including
bulk carriers, that operate in an es-
sential foreign trade are eligible for
ODS. Total payments during FY 1979
amounted to $301 million.

Regular, long-term ODS agree-
ments are written for 20 years. Soviet
grain ODS agreements and interim
ODS agreements (to cover periods
during which the renewals of long-
term agreements are being proc-
essed) are written for up to 1 year.

Subsidy payments during FY 1979
pursuant to these regular ODS agree-
ments totaled $290.5 million, while
outlays under the Soviet grain pro-
gram amounted to just over $10 mil-
lion.
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Table 8: U.S. OCEANGOING MERCHANT MARINE—SEPTEMBER 30, 1979

Privately Owned Government-Owned Total
Deadweight Deadweight Deadweight
Tons Tons Tons
Ships (000) Ships (000) Ships (000)
Active Fleet:
Combo Passenger/Cargo 4 37 5 38 9 75
Freighters 112 1,552 18 204 130 1,756
Bulk Carriers 15 484 0] 0 15 484
Tankers 247 13,084 2 21 249 13,104
Intermodal 132 2,667 1 18 133 2,685
Tug/Barge 7 217 0 0 7 217
LNG 9 627 0 0 9 627
Total Active Fleet 526 18,669 26 280 552 18,948
Inactive Fleet:
Combo Passenger/Cargo 2 13 62 400 64 413
Freighters 14 181 184 1,961 198 2,142
Bulk Carriers 3 63 0 0 3 63
Tankers 21 881 20 301 41 1,182
Intermodal 9 131 2 22 11 153
Tug/Barge 1 25 0 0 1 25
LNG 1 72 0 0 1 72
Total Inactive Fleet 51 1,366 268 2 2,683 319 4,049
Total Active and Inactive:
Combo Passenger/Cargo 6 50 67 437 73 488
Freighters 126 1,734 202 2,164 328 3,898
Bulk Carriers 18 548 0 0 18 548
Tankers 268 13,964 22 322 290 14,286
Intermodal 141 2,798 3 40 144 2,837
Tug/Barge 8 242 0 0 8 242
LNG 10 699 0 0 10 699
Total American Flag 577 20,035 29473 2,963 871 22,897

! Vessels of 1,000 gross tons and over, excluding privately owned tugs, barges, etc.

2 Includes 13 vessels in bareboat charter and 16 vessels in custody of other agencies. There are also 7 ships laid-up.

3 National Defense Reserve Fleet consists of 261 ships, of which 24 are scrap candidates other than NDRF. Excluded are 24 vessels owned by
U.S. Navy which are in custody of MarAd’s Reserve Fleet.
NOTE: Tonnage figures may not add due to rounding.

On September 30, 1979, 18 opera-
tors (7 liner and 11 bulk) held 22 ODS
agreements with the Agency (see
Table 15), with 177 subsidized vessels
under contracts in force as of that
date.

ODS accruals (excluding Soviet
grain programs) from January 1, 1937,
to September 30, 1979, totaled
$5,753.4 million; recapture amounted
to $238.2 million, leaving a net ac-
crual of $5,515.2 million. Of the net
accrual, $5,345.3 million had been

paid out, leaving an estimated bal-
ance of $169.9 million at the end of
the fiscal year.

ODS accruals and expenditures
from January 1, 1937, through Sep-
tember 30, 1979, are summarized in
Table 13; accruals and outlays by
shipping lines for the same period are
shown in Table 14; and ODS con-
tracts in force at the end of this
fiscal year, in Table 15.

Corporate/Service Changes

Two major rearrangements of cor-
porate structure and/or service in-
volving ODS contractors occurred

during the year.

As a result of financial and other
difficulties, operations of States
Steamship Co. were discontinued
when its ODS contract terminated on
December 31, 1978. One of States’
RO/RO vessels was purchased, and
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two others leased by Lykes Bros.
Steamship Co., Inc., which also ac-
quired States’ service from the U.S.
Pacific Coast to the Far East (Trade
Route 29).

By action of June 20, 1979, the
approval of the Maritime Subsidy
Board/Assistant Secretary was granted
for a reorganization and merger un-
der which American President Lines,
Ltd., became a wholly-owned sub-
sidiary of Natomas Company, in lieu
of the former structure whereby 51.20
percent of American President Lines
was owned by Natomas Company,
48.47 percent by the Signal Com-
panies, and 0.33 percent by other
minority interests. As a result of the
reorganization and merger, the
Signal Companies became 16.10 per-
cent owners of Natomas Company
stock, and other minority interests
became 0.4 percent owners.

Contract Awards

Two long-term ODS agreements
for liner operations were executed
during FY 1979. The new contracts
were awarded to Waterman Steam-
ship Corp. and Lykes Bros. Steam-
ship Co., Inc., covering the operation
of 4 vessels and 44 vessels, respec-
tively. In addition, four long-term
ODS agreements for bulk operations
were awarded, one to Equity Car-
riers, Inc., for the operation of five
bulk carriers, and three to the Suwan-
nee River Finance Companies (Su-
wanee River Finance, Inc.,, Suwannee
River SPA Finance, Inc., and Suwan-
nee River Phosphate Finance, Inc.),
for the operation of one integrated
tug/barge bulk vessel each. All eight
of these bulk carriers are to be built
with the aid of construction-differen-
tial subsidy (see Chapter 1). Under
the new ODS contracts, the operators
will provide the following subsidized
services:

B Lykes Bros. Steamship Co., Inc.—
Service from the U.S. Gulf to
Europe, the Far East, South and
Fast Africa, and from the U.S.
Pacific Coast to ports in the North
and South Pacific <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>