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The 21,000-deadweight-ton containership, SEA-LAND ANCHORAGE, was built by Bay Shipbuilding Corp. and
delivered in fiscal year 1987.
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The Annual Report of the Maritime Administration (MARAD) for the fiscal year ending September 30, 1987, is submitted in accordance
with Section 208 of the Merchant Marine Act, 1936, as amended.

it incorporates reports required by the Congress on the following topics: acquisition of obsolete vessels in exchange for credit; war-risk
insurance activities; scrapping or removal of obsolete vessels owned by the United States; and U.S-flag carriage of Government-sponsored
cargoes. No reporiable activities occurred during FY 1887 concerning the allocation of construction- and operating-differential subsidy to
port ranges and the setilement of claims arising under the Suits in Admiralty Act.

Eive new commercial vessels totaling 456,680 deadweight tons (dwt.) were delivered by U.S. shipyards in FY 1987. At the close of the
reporting period, one 21,000-dwt. containership was under construction in an American shipyard. No new commercial coniracts were award-
ed to U.S. shipyards.

Commercial shipyards continued to handle all new construction in the largest combatant shipbuilding program in the U.S. Navy's peacetime
history. The Navy committed $59.5 billion to this program in the last 5 years.

The Agency continued to experience a number of defaults under its Federal Ship Financing Guarantee (Title Xl) Program in FY 1987.
However, legislation was enacted amending the Bankruptey Code to facilitate Government foreclosures on Title Xi vessels under
Chapter 11 proceedings. No new Title Xi applications were approved during the period.

At the end of the reporting period, the U.S.-flag privately owned, deep-draft merchant fleet (including the Great Lakes fleet) totaled 549
vessels with an aggregate carrying capacity of 23 million dwt.

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

JOHN A. GAUGHAN
Maritime Administrator
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Chapter 1

Six new commercial vessels were
delivered by U.S. shipyards in FY
1987.

Shipyard Activity

During FY 1887, commercial
shipyards continued to participate in
the largest combatant shipbuilding
program in the U.S. Navy's peacetime
history. The Navy committed $59.5
billion to this program in the past 5
vears. All new Navy construction
coniracts continue to be awarded to
the Nation's commercial shipyards.

As of September 30, 1987, there
were 59 naval vessels (excluding
noncombatant T-Ships) under
construction or on order in 10
privately owned U.S. shipyards. in
addition, under the Navy’s T-Ship
program, 10 privately owned
shipyards had 19 new T-Ships on
order or under construction as well
as 7 merchant ships being converted
or under contract for major
conversion. Seven T-Ships were
delivered during the year. The prefix
“T” designates civilian-manned ships,
both Government-owned and privately
owned, operated by or under charter
to the Military Sealift Command.

Vessel types in the multi-billion
dollar T-Ship procurement program
include maritime prepositioning
ships, fast sealift ships, fleet oilers,
auxiliary crane ships and hospital
ships. Ships in this program are
mission-oriented, designed to perform
a specific primary service, such as
underway refueling or off-loading
other ships which do not possess
self-unioading capability.

No private contracts were awarded
to U.S. shipyards for merchant
vessels over 1,000 gross tons in
fiscal year 1987. The Maritime
Administration (MARAD) has
requested no construction differential-
subsidy (CDS) funds since FY 1981.

Auxiliary Crane Ship
Conversions

Under a Memorandum of
Understanding with the Navy,
MARAD is responsible for
administration of one aspect of the
Navy's T-Ship Program. The Auxiliary
Crane Ship (T-ACS) project involves
the reactivation and conversion of 12
existing Ready Reserve Force (RRF)
ships fo auxiliary crane ships. Each
is being equipped with either two or
three sets of pedestal-mounted twin
cranes with an outreach capable of
unloading adjacent containerships
lacking cargo-handling gear. They are
intended to be utilized militarily in
forward areas where cargo-handiing
facilities are limited, such as in
underdeveloped ports or ports
damaged by hostilities. As of
September 30, 1987, three TFACS
ships were completed and available
for military exercises, and five were
under contract for conversion. (See
Table 1.)

During FY 1987, MARAD
supervised the substantial completion
of the fourth auxiliary crane ship
conversion for the Navy, the SS
GOPHER STATE (T-ACS 4), formerly
the containership EXPORT LEADER.
The conversion work was performed
by Norfolk Shipbuilding and Drydock
Corp. (NORSHIPCO) of Norfolk, VA,
under a three-ship competitive bid
procurement contract. Also during FY
1987, MARAD supervised the
ongoing conversion of the fifth and
sixth auxiliary crane ships (T-ACS 5
and 6) at NORSHIPCO.

In September 1987, MARAD
contracted for the conversion of the
seventh and eighth auxiliary crane
ships (TFACS 7 and 8) with Tampa
Shipyards Inc. of Tampa, FL. Their
scheduled completion dates are in
the first and second quarters of FY
1989, respectively.

Vessels on Order

At the end of FY 1987, one
merchant vessel over 1,000 gross
tons was under construction in a U.S.
shipyard. This containership, being
built by Bay Shipbuilding Corp., was
scheduled for delivery in November
1987. Two incinerator ships previously
under construction by Tacoma

Boatbuilding Co. have been removed
from the orderbook until contract
problems are resolved.

Ship Deliveries

Five new commercial vessels
totaling 456,680 dwt. and one
clamshell dipper dredge were
delivered by U.S. shipyards in this
reporting period. (See Table 2.)
Delivered in FY 1887 were:

e Two 209,200-deadweight tons
(dwt.) crude oil tankers, EXXON
VALDEZ and EXXON LONG
BEACH, built by Naticnal Steel
and Shipbuilding Co.

e Two 21,000-dwt. containerships,
SEA-LAND ANCHORAGE and
SEA-LAND TACOMA, built by Bay
Shipbuiiding Corp.

® The 5,280-dwt. self-propelied
hopper dredge, ATLANTIC
AMERICAN, built by McDermott
Shipyards, Inc.

¢ The 1516-gross ton clamshell
dipper dredge, CHICAGO, built by
Southern Shipbuilding.

Table 3 shows merchant ship
deliveries by major shipbuilding

nations during calendar year 1986.

Title Xl Guarantees

Title X! of the Merchant Marine
Act, 1936, as amended, established
the Federal Ship Financing
Guarantee Program. As originally
enacted, Title XI authorized the
Federal Government o insure private-
sector loans or morigages made to
finance or refinance the construction
or reconstruction of American-flag
vessels.

Title Xl was amended in 1972 to
provide direct Government
guarantees of the underlying debt
obligations, with the Government
holding a morigage on the
equipment financed.

The U.S. Government insures or
guarantees full payment to the lender
of the unpaid principal and interest of
the mortgage or obligation in the
event of default by the vessel owners.

No Title XI guarantees were
approved in principie by MARAD
during FY 1987. Based on previous
Title XI commitments, however,
MARAD issued security agreements
covering a total of three vessels
during this reporting period.




The EXXON LONG BEACH, second of three 209, 200-deadweight-ton crude oil tankers built for Exxon
Shipping Co., by National Steel and Shipbuilding Co., during sea trials. The vessel was delivered in March
1987.

Table 1: MARAD MANAGED AUXILIARY CRANE SHIP CONVERSION ACTIVITY DURING FY 1987

Est. Total*
No. Redelivery Est. Price

Project Shipyard Ships Date {Millions)
Conversions Completed
T-ACS 3 Dillingham Shipyard 1 10/27/86™ $26.1**"

(named GRAND CANYON (actual)

STATE)

Total Completions 1 $26.1
Conversions Underway
TACS 4, 5 and 6 NORSHIPCO 3 3/88 $42.4
Conversion Contract Awards
TACS 7 and 8 Tampa Shipyards 2 2/89 $432

Total Under Contract 5 $85.6

*Variance in estimated total price is primarily due to the number of crane sets per ship.
** Actual delivery date.
*** Actual price.




Table 2: NEW COMMERCIAL SHIPS DELIVERED FROM U.S. SHIPYARDS DURING FY 1987

Owner Builder Vessel Type Vessels
Exxon Shipping Co. National Steel Crude Qil Tanker 2
Sea-Land Bay Shipbuilding Containership 2
Atlantic Trailing Co. McDermott Shipyard Hopper Dredge 1
Great Lakes Dredge & Southern Shipbuilding Clamsheli Dipper 1
Dock Co. Dredge

Total Deliveries 6

Table 3: WORLDWIDE SHIP DELIVERIES—CALENDAR YEAR 1986 (TONNAGE IN THOUSANDS)
Total Combination Bulk
All Types Pass. & Cargo Freighters Carriers Tankers
Deadweight Deadweight Deadweight Deadweight Deadweight

Country of Construction No. Tons No. Tons No. Tons No. Tons No. Tons
Total 524 - 17,286.3 5 15.2 235 3,0458 171 9,425.2 113 4,800.1
United States 5 3241 — — 2 530 - —_ 3 2711
Argentina 2 1201 — — - — 2 120.1 - —
Australia 1 55 — - 1 55 - — - -
Brazil 7 5728  — —_ 1 285 3 4885 3 559
Bulgaria 8 1046 — - 3 347 2 625 1 74
China 10 1424 — — 5 305 3 1015 2 104
Denmark 13 3980 — - 7 537 —_ - 6 3443
Finland 5 1268 — — 1 19.2 — — 4 106.6
France 7 189.5 1 1.7 — - 2 66.2 4 1216
Germany (East) 11 1840 — — 9 1364 2 478 - -
Germany (West) 45 396.6 1 5.1 38 362.4 - — 6 29.1
Greece 2 302 -— - 1 56 - - 1 246
India 2 428 - - 1 165 1 263 - -
italy 2 183 - - 1 6.8 - — 1 125
Japan 245 84145 1 04 102 1,4030 96 5,008.0 46 2,0031
Korea (South) 80 43522 — - 21 4791 38 2,504.1 21 1,369.0
Malaysia 1 35 - - - - — - 1 35
Mexico 1 217 - - - - 1 21.7 - -
Netherlands 14 525 — - 12 383 - - 2 14.2
Norway 8 598 — — 2 106 1 1i.2 3 380
Poland 12 412.4 1 16 4 468 5 2348 2 129.2
Portugal 2 524 — — — - 1 376 1 148
Romania 7 1385 — - 6 745 1 64.0 — -
Spain 9 1147 — — g 1147 — - — —
Sweden 3 518 1 6.4 - - - - 2 454
Taiwan 7 5105 — — 2 80.2 4 4009 1 29.4
Turkey 4 202 - - 4 20.2 — —_ - —
United Kingdom 6 966 — — 2 226 4 740 - -
U.A.R (Egypt) 2 409 — - 1 30 1 379 — —
Yugoslavia 7 2883 — - - — 4 118.3 3 1700




As of September 30, 1887, Title Xi
guarantees in force amounted to
approximately $4.3 billion. Active
pending applications on that date
represented approximately $249.1
mitlion in requests for additional
guaraniees. (See Table 4.)

During FY 1987, Congressional
authority for the Title XI program had
a cap of $12 biliion, with $8.5 billion
aliocated to MARAD, $1.85 billion
reserved for use by the Department
of Energy in ocean thermal energy
conversion vessels and facilities, and
$850 miilion authorized to guarantee
the financing of fishing vessels by
the National Cceanic and
Atmospheric Administration.

The insurance premiums and
guarantee fees paid by users go into
the Federal Ship Financing Fund, a
revolving fund which may be used for
payment of any defaults. During this
reporting period, MARAD paid $430.9
million as a result of 41 defaults
involving a total of 405 vessels.

During FY 1987, the Federal Ship
Financing Fund operated at a deficit
of $233.5 mitlion. The cash balance
of the fund on September 30, 1987,
was $67.6 million. The Federal Ship
Financing Fund, a revolving fund, is
not currently self-supporting. This

necessitated borrowings from the
U.S. Treasury which totaled $420
million as of September 30, 1987,
compared with $1,375,000,000 as of
September 30, 1986. A supplemental
appropriation was received in fiscal
year 1987 to repay $1,375,000,000 in
borrowings of principal and interest
due the U.S. Treasury.

Capital Construction
Fund

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

The CCF program enables
operators to build vessels for the U.S.
foreign trade, Great Lakes,
noncontiguous domestic trade (e.g.,
between the West Coast and Hawaii),

and the fisheries of the United
States. It aids in the construction,
reconstruction, or acquisition of a

wide variety of vessels, including
containerships, tankers, bulk carriers,
tugs, barges, supply vessels, ferries
and passenger vessels.

During calendar year 19886, $248
million was deposited into these
accounts. Since the program was
initiated in 1971, fundholders have
deposited $4.7 billion in CCF
accounts and withdrawn $3.5 billion
for the modernization and expansion
of the U.S. merchant marine. As of
September 30, 1987, a total of 102
companies (shown in Table 5) were
parties to CCF agreements.

Construction Reserve
Fund

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

The CRF is used predominantly by
owners of vessels operated in
coastwise trades, the iniand

Table 4: FEDERAL SHIP FINANCING GUARANTEE (TITLE XI) PROGRAM SUMMARY
(Statutory Limit $9.5 Billion) Principal Liability on September 30, 1987

Contracts in Force

Pending Applications

Vessels Principal Vessels Principal
Vessel Types Covered Amount Covered Amount
Deepdraft Vessels:
Tankers 68 $1,437,846,228 1 $ 26,700,000
Cargo 52 616,193,000 - -
LNGs 10 739,058,000 — -
Bulk/OBOs 22 327,158,442 — -
Total 152 $3,120,253,870 1 $ 26,700,000
Other Types:
Drill Rigs/Ships 28 214,631,278 - —
Tugs/Barges/Drill Service 2,563 765,000,830 — -
Misceilaneous 21 158,214,787 4 $222,474,067
 Total 2,612 $1,137,846,885 4 $222,474,067
Total Vessels 2,764 $4,258,100,565 5 $249,174,067
Shipboard Lighters 999 20,870,501 _ —
Total 3,763 $4,278,971,066 5 $248,174,067




waterways, and other trades not
eligible for the CCF Program. lis
benefits are not as broad as those of
the CCF.

The number of companies with
CRF balances decreased to eight
during the 1987 fiscal year. (See
Table 6). The total monies on deposit
decreased from $4.9 million to $36
million.

Service Craft
During FY 1987, MARAD

completed construction of 12 service
craft, which are being used as utility
workboats by the National Defense
Reserve Flest. Eight were delivered
in FY 1986 and four in FY 1987. The
vessels were built at Quality

Shipbuilders, Inc., of Moss Point, MS.

Shipyard
improvements

During FY 1987, the American
shipbuilding and ship repair industry

invested over $150 million in
upgrading and expanding facilities.
Plans were underway to spend at
ieast $70 million in FY 1988, mainly
to improve efficiency and
competitiveness for future
participation in the Navy's
construction, repair, and overhaul
projects.

Since 1970, the U.S. shipbuilding
and ship repair industry has invested
approximately $4.1 billion in facility
improvements.

Table 5;: CAPITAL CONSTRUCTION FUND HOLDERS——SEPTEMBER 30,

1987

Alaska Riverways, inc.

Amak Towing Co., Inc.

AMC Boats, Inc.

American President Lines, Lid.

American Shipping, Inc.

Andover Co., L.P.

Aquarius Marine Co.

Ashland Gil, Inc.

Atlantic Richfield Co.

Atlas Marine Co.

Bankers Trust New York Corp.

Bethlehem Steel Corp.

Binkley Co., The

Blue Lines, inc.

Brice, Inc.

Cambridge Tankers, inc.

Campbell Towing Co.

Canonie Offshore Co.

Canonie Transportation Co.

Cement Transit Co.

Central Gulf Lines, Inc.

Citimarlease (Burmabh [), Inc.

Citimarlease (Burmah LNG Carrier),
inc.

Citimarlease (Burmah Liquegas),
inc. :

Citimarlease (Fulton), Inc.

Citimarlease (Whitney), Inc.

Crowley Maritime Corp.

CSI Hydrostatic Testers, Inc.

Dillingham Tug & Barge Corp.

Edison Chouest Offshore,Inc.

Edward E. Gillen Co.

Eserman Offshore Service, Inc.

Exxon Corp.

Falcon Alpha Shipping, Inc.

Falcon Capital, Inc.

Falcon Funding, Inc.

Falcon World Shipping, Inc.

Farrell Lines, Inc.

Foss Maritime Co.

Fred Devine Diving & Salvage, Inc.

G&B Marine Transportation, Inc.

GATX Corp.

General Electric Credit and Leasing
Corp.

General Electric Credit Corp. of
Delaware

General Electric Credit Corp. of
Georgia

Gilco Supply Boats, Inc.

Graham Offshore

Great Lakes Towing Co.

Hannah Brothers

Hannah Marine Corp.

Hawaiian Tug & Barge Corp.

Hvide Shipping, Inc.

inland Steel Co.

Inter-Cities Navigation Corp.

Intercontinental Buiktank Corp.

Interstate Marine Transport Co.

Interstate Towing

John E. Graham & Sons

Kinsman Lines, Inc.

L&L Marine Services, Inc.

Leppaluoto Offshore Marine, Inc.

L.uedtke Engineering Co.

Lykes Bros. Steamship Co.

Madeline Island Ferry Lines, Inc.

Matson Navigation Co.

Middle Rock, Inc.

Miller Boat Line, inc.

Moody Offshore, Inc.

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

Nicor, inc.

North American Boat Rentals, Inc.
Oceanic Research Services, Inc.
O.L. Schmidi Barge Lines, Inc.
Ocean Shipholdings, inc.
QOceanic Research Services, Inc.
Oglebay Norton Co.

OMi Corp.

Overseas Bulktank Corp.

Pacific Hawaiian Lines, Inc.
Prudential Lines, inc.

Ritchie Transportation Co.
Rouge Steel Co.

Seabulk Tankers, Lid.

Sea-Land Corp.

Sea Salvage, Inc.

Sheplers, Inc.

Smith Lighterage Co., Inc.
Schnitzer Steel Products Co.
State Boat Corp.

Steel Style Marine

Sun Co., Inc.

Tidewater, Inc.

Totem Resources Corp.

Union Oil Co. of California
United States Cruises, Inc.
United States Lines, Inc.

United States Lines (S.A.), Inc.
Waterman Steamship Corp.
Western Pioneer, Inc.
Windjammer Cruises, Inc.
Young Brothers, Lid.

Zidell, Inc.

Table 6: CONSTRUCTION RESERVE FUND HOLDERS—SEPTEMBER 30,

1987

Arrow Tankers, Inc.
Cargill Marine and Terminal, Inc.
Central Gulf Steamship Corp.

Joan Turecamo, Inc.

ingram Industries, inc.

Serodino, Inc.

Kurz Marine, Inc.
Mobil Oil Corp.




Chapter 2

U.8. Fleet Profile

On July 1, 1887, the U.S-flag,
privately owned, deep-draft merchant
fleet (including the Great Lakes fleet
listed in Table 15) totaled 549 vessels
with an aggregate carrying capacity
of about 23.1 million deadweight tons
{dwt.).

The oceangoing segment of the
privately owned fleet consisted of 451
vessels of 20.8 million dwt., of which
365 ships of 16.2 million dwt. were
active. The latter comprised 39
breakbulk cargo ships, 112 intermodal
vessels (containerships, barge-
carrying vessels, and roli-on/roll-off
vanships known as RO/ROs), 2
combination passenger-cargo ships,
192 tankers (including liquefied
natural gas carriers), and 20 bulk
carriers. (See Table 7.)

Of the 86 inactive vessels, 7 were
temporarily inactive, either awaiting
cargoes or undergoing repairs, and
79 were laid up.

Employment of the U.S-flag
oceangoing fleet (including
Government-owned ships) at the end
of the fiscal year is shown in Table 8.

As of January 1, 1987, the privately
owned American-flag fleet ranked 8th
in the world on a deadweight-ton
basis and 1ith on the basis of
number of ships. (See Table 9.)

Commercial cargoes carried by
ships of all flags in the U.S.
oceanborne foreign trade totaled
674.8 million tons in calendar year
1986. U.S-flag foreign trade tonnage
increased from 27.3 million to 285
million tons, and the U.S-flag share
of total tonnage decreased from 4.3
percent in 1985 to 4.2 percent in
1986.

Commercial cargoes transported in
U.S. oceanborne foreign trade from
1977 through calendar year 1986 are
shown in Table 10. The table shows
the total trade by tonnage and value,
and the portion carried by U.S-flag
vessels.

Operating-Differential
Subsidy

Operating-differential subsidy
(ODS) is available to U.S-flag vessels
which operate in essential foreign
trades. It is designed to offset certain
lower ship operating costs of foreign-
flag competitors. Net subsidy outlays
during FY 1987 amounted to $227.4
million.

ODS accruals and expenditures
from January 1, 1937, through
September 30, 1987, are summarized
in Table 11. Accruals and outlays by
shipping lines for the same period
are shown in Table 12.

There was no subsidy paid for
voyages in the Great Lakes trade in
fiscal year 1987.

Section 614 Activities

Section 614 of the Merchant
Marine Act, 1936, as amended,
permits a company receiving ODS
funds to elect to suspend its ODS
agreement for all or a portion of its
vessels, subject to certain conditions.
Suspension of the ODS agreement
includes suspending all attendant
statutory and contractual restrictions
in the agreement, except those
pertaining to operation in the
domestic trade.

During FY 1987, one company
operated under a suspended ODS
contract. United States Lines, Inc.
suspended its ODS contract on the
AMERICAN PIONEER and
AMERICAN PURITAN effective
June 6, 1986, and June 27, 1986,
respectively. USL stopped operating
the AMERICAN PURITAN on April 2,
1987, and the AMERICAN PIONEER
on August 28, 1987.

During FY 1987, no bulk ships
operated under suspended ODS
agreements. The bulk vessels that
previously operated under
section 614 suspensions were
reinstated on April 15, 1986, to qualify
themselves under the Final Opinion
and Order of the Maritime Subsidy
Board in Docket Nos. S-755, Sub. 1,
and S-764. This order, and
subsequent actions, authorized the
amendment of the ODS agreements
of long-term subsidized bulk
operators to permit their vessels to
transport dry bulk preference cargoes

at fair and reasonable rates, without
ODS, and subject to certain
conditions.

Subsidy Rates

The Subsidy index System was
established by the Merchant Marine
Act of 1970. It provides for payment
of seafaring wage subsidies in per
diem amounts. The rate of change in
the index is computed annually by
the Bureau of Labor Statistics and is
used as the measure of change in
seafaring employment costs.

ODS rates also are calculated for
subsistence (for passenger vessels
only}, maintenance and repairs, hull
and machinery insurance, and
protection and indemnity insurance
for both premiums and deductibles.

MARAD has modified its
procedures for determining ODS so
that final subsidy payment can be
maintained on a current basis.
Regulations governing revised
procedures for liner vessels were
finalized and became effective
October 30, 1986, for application to
the wage rate year beginning July 1,
1984, and the rate year for other
items beginning January 1, 1985.
Similar procedures applicable to bulk
vessels became effective on
December 8, 1986, for application to
the wage rate year beginning July 1,
1987, and the rate year for other
items beginning on January 1, 1988.

For liner operators, MARAD had
completed 1987 subsidy rates for
wages and 1984 subsidy rates for all
other eligible expenses. For bulk
operators, MARAD has substantially
completed 1987 subsidy rates for
wages and 1984 subsidy rates for all
other eligible expenses.

Passenger/Cruise
Service

As of September 30, 1987, U.S-flag
oceangoing passenger service was
provided by the cruise liners
INDEPENDENCE and
CONSTITUTION. These vessels are
operated by American Hawaii
Cruises, Inc. in the Hawaiian inter-
island trade.

On the inland waterways, two
traditionally styled steamboats




Cresote-coated utility poles being loaded aboard LASH barges at Mobile. Six barges loaded with 2,500 tons of
poles were part of the cargo carried by a LASH mothership bound for the Red Sea and Gulf of Aquaba.

A LASH mothership being loaded at the Port of Mobile.




operated by Delta Queen Steamboat
Co. provided a variety of cruises on
the Mississippi and Ohic Rivers.
Additionally, the Padelford Packet
Boat Co. and American Cruise Lines
offered cruises on the Upper
Mississippi River and along the Gulf
Coast.

Five operators provided cruise
service with vessels carrying 100 or
fewer passengers. American
Canadian Line served the New
England Coast, Great Lakes,
Saguenay River of Canada, and the
Caribbean; American Cruise Lines
served the Atlantic Coast; Clipper
Cruise Line and Coastal Cruise Line
served the Atlantic Coast and
Caribbean; and Exploration Cruise
Lines operated on the U.S. and

Canadian Pacific Coast, including
Alaska.

Under its Title X! program, MARAD
received applications during FY 1987
to aid in financing the construction of
two 1,200-passenger, oceangoing
cruise ships and a 287-passenger
paddlewheel cruise vessel. No
applications for cruise vessels were
approved in FY 1887

Section 804 Activities

Section 804 of the Merchant
Marine Act, 19386, as amended,
prohibits any contractor receiving
ODS or any holding company,
subsidiary, affiliate, or associate of
such contractor, directly or indirectly,
to own, charfer, act as agent or

broker for, or operate any foreign-flag
vessel which competes with an
essential U.S-flag service, without
prior approval of the Secretary of
Transportation. The prohibition alsc
applies to any officers, directors,
agents, or executives of such an
organization.

in February and May 1987, MARAD
amended its waiver of the provisions
of section 804 granted to American
President Lines, Ltd. in May 19886.
Those waivers allowed the charter
and operation of five foreign-flag
vessels for feeder service between
APLUs Line A or Line B ports through
May 1988. Three vessels are
permitted to serve Singapore, Manila,
and Thailand, and two may serve
China.

Tabie 7: U.S. OCEANGOING MERCHANT MARINE—JULY 1, 1987 1

Privately Owned MARAD Owned Total
Deadweight Deadweight Deadweight

Number Tons Number Tons Number Tons

Ships (000) Ships {000) Ships (000)
Active Fleet:
Passenger/Pass. Cargo 2 15 4 32 8 47
General Cargo 39 568 3 26 42 594
intermodal 112 2,765 - — 112 2,765
Bulk Carriers (Inci. TB) 20 852 — - 20 852
Tankers (Incl. TKB & LNG) 142 12,020 1 17 193 12,037
Total Active Fleet 365 16,220 8 75 373 16,295
Inactive Fleet:
Passenger/Pass. Cargo 8 59 20 147 26 206
General Cargo 9 ‘ 110 186 2,134 195 2,244
intermodal 33 1,108 34 893 67 194
Bulk Carriers (incl. TB) 8 418 — - (5] 418
Tankers {incl. TKB & LNG) 32 2,885 21 623 53 3508
Total Inactive Fleet 86 4,580 261 3,737 347 8,317
Total Active and Inactive:
Passenger/Pass. Cargo 8 74 24 179 32 253
General Cargo 48 628 189 2,160 237 2,838
Intermodal 145 3873 34 833 179 4,706
Bulk Carriers ({incl. TB) 26 1,270 — — 26 1,270
Tankers (Incl. TKB & LNG) 225 14,905 22 640 246 15,545
Total American Flag 451 20,800 269 2 3,812 720 24,812

1 Vessels of 1,000 gross tons and over, exciuding privately owned tugs, barges, etc.
2 Includes 249 National Defense Reserve Fleet vessels, 80 of which belong to the Ready Reserve Fleeat.

NOTE: Tonnage figures may not add due to rounding.




Also in April 1887, United States 1,000 gross tons and over to foreign

@@B’@@E’ﬁﬁ@iﬁ@?\iﬁ@e §Tmes (S.A.) Inc. ceased its regular firms. Twenty-six of these vessels
Chan es liner service on TR 1 (U.S. Atlantic- were sold for scrapping abroad.
g East Coast South America). Permission also was granted for

United States Lines, Inc. ceased the foreign transfer of 306 vessels of
subsidized operations in December less than 1,000 gross tons, including
1986 on Trade Route (TR) 5-7-8-9/11 295 commercial and 11 pleasure
(U.S. Atlantic-Western Europe). The Foreign Transfers craft.
company’s unsubsidized liner service The Agency approved three
on TR 29 (U.S. Pacific-Far East) During fiscal year 1987, MARAD coniracts of affreightment, charters to
ceased in April 1987. approved the transfer of 74 ships of non-citizens, in fiscal year 1987.

Table 8: EMPLOYMENT OF U.S.-FLAG OCEANGOING MERCHANT FLEET—JULY 1, 19871

Vessel Type
{tonnage in thousands)

Passenger/ General Bulk
Total Pass. & Cargo Cargo Intermodal Carriers 2 Tankers 3
Deadweight Deadweight Deadweight Deadweight Deadweight Deadweight
Status and Area of Employment No. Tons No. Tons No. Tons No. Tons No. Tons No.  Tons
Grand Total 720 24,612 32 253 237 2,838 179 4,706 26 1,270 246 15,545
Active Vessels 373 16,295 ] 47 42 584 112 2,765 20 852 193 12,037
Privately Owned 385 16,220 2 15 38 568 112 2,765 20 852 182 12,020
U.8. Foreign Trade 121 3,704 - - 30 438 85 1,677 8 500 i8 1,088
Foreign-to-Foreign 13 6843 - - - - 5 104 - — 8 539
Domestic Trade 177 10,397 2 15 1 18 22 408 10 280 142 9,666
Coastal 98 4,193 — - — — 1 16 8 240 89 3,937
Noncontiguous 79 6,204 2 15 1 18 21 392 2 50 53 5,729
#M.S.C. Charter 54 1,476 - - 8 111 20 576 2 82 24 727
Governnment Owned 8 75 4 32 3 26 - - - - 1 17
B.B. Charter & Other Custody 8 75 4 32 3 26 - - — — 1 17
inactive Vessels 347 8,317 26 206 195 2,244 67 1,941 8 448 53 3,508
Privately Owned 86 4,580 8 59 9 110 33 1,108 8 418 32 2,885
Temporarily Inactive 7 280 — - — —_ 1 30 3 145 3 104
Laid-up 70 4,150 3 31 5 56 32 1,078 3 273 27 2,713
Laid-up (MARAD Custody) 9 150 3 28 4 54 - — — - 2 68
Government Owned (MARAD
Custody} 261 3,737 20 147 186 2,134 34 833 - - 21 623
National Defense Reserve Fleet 249 3,300 17 130 186 2,134 28 635 - - 18 401
Ready Reserve Force (RRF) 80 1,253 1 9 54 677 17 426 — — 8 141
Other Reserve 145 1,831 8 57 123 1,372 7 158 —_ - 9 244
Special Programs * 8 84 1 5 3 28 4 51 - - - -
Non-Retention ° 16 132 9 58 6 57 - - — - 1 16
in Processing for RRF 4 152 - - - - 4 152 - - - -
Other Covernment Owned 8 285 3 17 - - 2 48 - — 3 222

1 Excludes vessels operating exclusively on the Great Lakes, inland waterways, and those owned by the United States Army and Navy and special types such
as cable ships, tugs, etc.
includes Tug Barges.
Includes Tanker Barges and LNG vessels.

4 Vessels unavailable for activation due to special status.

5 Vessels not actively maintained.
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Fifty-five U.S.-owned ships of over
1,000 gross tons and 56 vessels
under 1,000 gross tons were
approved for charter to aliens in
fiscal year 1987. Additionally, thirty-
three charter approvals were either
amended or modified.

User charges for filing applications
for foreign transfers and similar
actions totaled $137,000 in fiscal year
1987. This total includes $5,600 in
fees filed pursuant to MARAD
contracts reflecting prior domestic
and foreign sales.

During FY 1987 a revision was
made to the Code of Federal

Regulations (46 CFR 221) to allow
increased flexibility in adjusting fees
to equitably distribute the cost of
processing applications.

Pursuant to Public Law 89-346 and
46 CFR 221.12-221.30, the Agency
approved the retention of 56 banks
on the Roster of Approved Trustees.
One bank was removed, and three
new banks were approved as
trustees.

In FY 1987, 23 foreign violations
were reported involving privately
owned ships, and 24 violations were
mitigated or settled.

MARAD’s approval of the transfer
of vessels of 3000 gross tons and
over to foreign ownership or registry,
or both (whether for operation or
scrapping) are subject o the terms
and conditions of the Agency’s
Foreign Transfer Policy (46 CFR Part
221 Appendix). As of September 30,
1987, 70 vessels were subject to
these terms and conditions, which
accompany titles to the ships and
remain in effect for the period of their
remaining economic lives.

Vessel transfer activities under
Section 9 of the Shipping Act, 1916,
are summarized in Table 14.

Table 9: MAJOR MERCHANT FLEETS OF THE WORLD—JANUARY 1, 1987

Rank by
Country No. of Rank by Deadweight Deadweight
Ships* No. of Ships Tons Tonnage

Liberia 1,550 3 94,406,000 1
Panama 3,278 i 66,119,000 2
Japan 1,437 4 51,523,000 3
Greece 1,270 5 45,910,000 4
U.S.S.R. 2,453 2 24,563,000 5
British Colonies 543 8 21,908,000 6
Cyprus 904 7 21,481,000 7
United States (Privately Owned) 456 i1 20,727,000 8
China 1,076 5] 16,447,000 9
Philippines 486 10 12,495,000 10
Nassau Bahamas 222 29 12,299,000 11
United Kingdom 395 17 11,759,000 12
Singapore 416 16 11,717,000 13
ltaly 516 9 11,354,000 14
Norway 279 23 10,828,000 15
All Others? 8,337 157,693,000

Total 23,618 593,229,000

' Oceangoing merchant ships of 1,000 gross tons and over.
2Includes 269 United States Government-Owned Ships of 3,814,000 dwt.




Table 10: U.S. OCEANBORNE FOREIGN TRADE/COMMERCIAL CARGO CARRIED !

Tonnage (Millions)

Calendar Year 1977 1978 1979 1880 1981 1982 1983 1984 1985 1986
Total Tons 7753 7756 8231 7722 760.0 6755 630.4 6768 6408 6748
U.S.-Flag Tons 34.8 32.1 35.0 28.2 34.2 31.1 36.7 29.4 27.3 28.5
U.S. Percent of Total 4.5 4.1 4.2 3.7 4.5 4.6 5.8 4.3 4.3 4.2
Liner Total Tons 47.8 56.5 57.0 59.3 60.0 54.5 56.8 63.5 66.7 71.8
Liner U.S.-Flag Tons 14.4 16.0 15.7 16.2 16.5 14.3 14.0 13.8 14.0 14.3
Liner U.S. Percent 30.2 28.3 275 27.3 27.6 26.2 24.86 217 21.0 19.8
Non-Liner Total Tons 288.0 308.8 3427 3587 3656 3358 317.7 346.3 3275 3090
Non-Liner U.S.-Flag Tons 4.9 45 3.6 4.1 45 3.3 4.8 5.1 5.1 4.9
Non-Liner U.S. Percent 1.7 1.5 1.0 1.2 1.2 1.0 1.5 1.5 1.5 1.6
Tanker Total Tons 359.4 410.3 4234 356.3 3344 2856 256.0 266.9 2467 294.0
Tanker U.S.-Flag Tons 13.6 11.6 15.7 79 13.2 13.2 17.9 10.5 8.2 9.3
Tanker U.S. Percent 3.8 2.8 3.7 2.2 3.9 4.7 7.0 3.9 3.3 3.2
Value ($ Billions)
Total Value 1712 1958 2421 294.3 3154 2812 2674 302.7§ 311.0 3205
U.S.-Flag Value 28.0 30.7 35.7 42.3 47.0 43.5 43.0 44.6 46.4 49.0
U.S. Percent of Total 16.4 15.7 14.7 14.4 14.9 15.5 16.1 14.7 14.9 15.3
Liner Total Value 82.3 999 1176 1369 1480 1406 1396 164.0 1812 1999
Liner U.S.-Flag Value 24.2 28.6 325 39.2 41.7 39.1 37.9 41.2 43.4 46.5
Liner U.S. Percent 30.7 28.6 27.6 28.7 28.1 27.8 27.2 25.1 24.0 23.3
Non-Liner Total Value 42.7 52.5 62.0 74.1 81.0 72.0 69.8 78.6 77.2 83.2
Non-Liner U.S.-Flag Value 1.2 1.0 1.1 1.3 1.9 1.2 1.2 1.1 1.4 1.3
Non-Liner U.S. Percent 2.8 1.8 1.7 1.8 2.3 1.7 1.7 15" 1.8 1.6
Tanker Total Value 46.3 43.4 62.6 83.6 86.4 68.5 58.0 60.1 52.6 37.4
Tanker U.S.-Flag Value 1.6 1.1 2.1 1.8 3.4 3.2 4.0 2.2 1.6 1.2
Tanker U.S. Percent 3.5 2.7 63.4 2.1 3.9 4.7 6.8 3.7 3.1 3.2

' Table includes Government-sponsored cargo; excludes U.S./Canada translakes cargoes and certain Department of Defense cargoes.
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Table 11: ODS ACCRUALS AND OUTLAYS—JANUARY 1, 1937, TO SEPTEMBER 30, 1987

Accruals Qutlays

Calendar Year Total Amount of  Net Accrual
of Operation Subsidies Recapture Subsidy Accrual  Paid in FY 1987 Net Accrual Paid Liability
1837-1955 $682,457,954 $157,632,946 $524,825,008 $-0- $524,825,008 $-0-
1956-1960 751,430,098 63,755,408 687,674,689 -0- 687,674,689 -0-
1961 170,884,261 2,042,748 168,841,513 -0- 168,841,513 -0-
1962 179,396,797 4,929,404 174,467,393 -0- 174,467,393 -0-
1963 189,119,876 (1,415,817) 190,535,793 -0- 190,535,793 -0-
1964 220,334,818 674,506 219,660,312 -0- 219,660,312 -0-
1965 183,913,236 1,014,005 182,899,231 -0- 182,899,231 -0-
1966 202,734,069 3,229,471 199,504,598 -0- 199,504,598 -0-
1967 220,579,702 5,162,831 215,416,871 -0- 215,416,871 -0-
1968 222,862,970 3,673,790 219,189,180 -0- 219,188,180 -0-
1968 230,256,091 2,217,144 228,038,947 -0- 228,038,947 -0-
1870 232,541,169 (1,908,643) 234,449,812 -0- 234,449,812 -0-
1971 202,440,101 (2,821,259) 205,261,360 -0- 205,261,360 -0-
1872 180,732,158 -0- 190,732,158 -0~ 190,732,158 -0-
1873 219,475,963 -0- 219,475,963 -0- 218,475,963 -0-
1974 219,297,428 -0- 219,297,428 -0- 218,297,428 -0-
1975 260,676,152 -0- 260,676,152 -0- 260,678,152 -0-
1976 275,267,485 -0- 275,267,465 -0- 275,267,465 -0-
1877 294,779,691 -0- 294,779,691 -0- 294,779,691 -0-
1978 285,075,424 -0- 285,075,424 -0- 285,075,424 -0-
1879 279,347,897 -0- 279,347,897 -0- 279,347,897 -0-
1980 386,309,467 -0- 386,309,467 -0- 386,309,467 -0-
1981 352,060,560 -0- 352,060,560 230,943 352,060,560 -0-
1982 366,654,502 -0- 366,654,502 228,119 366,654,502 -0-
1983 277,342,844 -0- 277,342,844 482,365 277,342,844 -0-
1984 346,847,000 -0- 346,847,000 825,757 341,332,560 5,514,440
1985 365,391,198 -0- 365,391,198 452,391 365,391,198 -0-
1986 317,242,038 -0- 317,242,038 75,052,683 317,242,038 -0-
1987 178,311,299 -0- 178,311,299 150,053,845 150,053,845 28,257,454
Total Regular ODS $8,303,762,228 $238,186,435  $8,065,575,793 $227,426,103 $8,031,803,899 $33,771,894
Soviet Grain

Program 1 $147,132,626 -0- $147,132,626 -0-  $147,132,626 -0-
Total CDS $8,450,894,854 $238,186,435 $8,212,708,419 $227,426,103 $8,178,936,525 $33,771,894

' No longer operative.




Table 12: OPERATING-DIFFERENTIAL SUBSIDY ACCRUALS AND OUTLAYS BY LINES—JANUARY 1, 1937,

TO SEPTEMBER 30, 1987

Accruals
Net Accrued
LINES 0DS Recapture Net Accrual QDS Paid Liability

Aeron Marine Shipping $26,013,769 $0 $26,013,769 $25,883,304 $30,465
American Banner Lines 1 2626512 0 2,626,512 2,626512 0
American Diamond Lines 1 185,802 28,492 157,310 157,310 0
American Export Lines 2 693,821,868 10,700,587 683,121,281 683,121,281 0
American Mail Lines 3 158,340,739 7424,902 150,915,837 150,915,837 0
American President Lines 3 1,169,843,441 17,676,493 1,152,166,948 1,143,344,455 8,822,493
American Shipping 21,139,154 6] 21,139,154 19,972,393 1,166,761
American Steamship 76,462 0 76,462 76,462 o]
Aquarius Marine Co. 25,379,421 0 25,379,421 24,075,357 1,304,064
Aries Marine Shipping 25,349,168 0 25,349,168 25,266,107 83,061
Atlantic & Caribbean S/N 1 63,209 45496 17,713 17,713 0
Atlas Marine Co. 27,549,180 0 27,549,180 26,941,898 607,282
Baltimore Steamship 1 416,269 0 418,269 416,269 0
Bloomfield Steamship 1 15,588,085 2,613,688 12,974,397 12,974,397 0
Chestnut Shipping Co. 49,588,017 o] 49,588,017 48,911,087 676,930
Delta Steamship Lines 575,053,817 8,185,313 566,868,504 566,868,504 0
Ecological Shipping Co. 4,968,943 4] 4968943 4,968,943 Y
Farrell Lines 597,816,448 1,855,375 585,861,073 594,522 526 1,438,547
Prudential Lines 4 642,057,851 24,223564 617,834,287 616,788,736 1,045,551

Gulf & South American
Steamship 34,471,780 5,226,214 28,245,566 29,245,566 0
Lykes Bros. Steamship 1,527,927,096 52,050,598 1,475,876,498 1,470,508,861 5,367,637
Margate Shipping 80,112,844 0 80,112,844 77,558,362 2,554,482

Moore McCormack Bulk
Transport 70,016,929 0 70,016,929 65,368,783 4,648,146
Moore McCormack Lines 8 736,589,680 17,762,445 718,827,235 716,450,431 2,376,804
NY. & Cuba Mail Steamship 8,090,108 1,207,331 6,882,777 6,882,777 0
QOceanic Steamship 5 113,947,681 1,171,756 112,775,925 112,775,925 0
QOcean Carriers 37,938,592 0 37,938,592 35,852,232 2,086,360
Pacific Argentina Brazil Line 7963,936 270,701 7,693,235 7,683,235 0
Pacific Far East Line ¢ 283,693,956 23,479,204 260,214,755 260,214,755 0
Pacific Shipping Inc. 18,622,300 0 18,622,900 18,616,484 6,416
Prudential Steamship ! 26,352,954 1,680,796 24,572,158 24,672,158 0
Sea Shipping 25,819,800 2,429,102 23,390,698 23,390,698 0
States Steamship 231,997,100 5,110,997 226,886,103 226,886,103 0
United States Lines 7 750,575,338 54,958,689 695,616,649 695,559,324 57,325
Waterman Steamship 270,575,087 0 270,575,097 269,880,831 894,266
Worth Oil Transport 17,851,185 o] 17,851,195 17,407,185 444,010
South Atlantic Steamship ! 96,374 84,692 11,682 11,682 0
Seabulk Transmarine | & Ii, inc. 24,611,206 G 24,611,206 24,449,912 161,294
Equity 829,504 0 628,504 629,504 0
Total Regular ODS $8,303,762,228 $238,186,435 $8,065,575,793 $8,031,803893 $33,771,894
Soviet Grain Programs ® $147,132,626 $147,132,628 $147,132,6286 $0
Total ODS $8,450,894,854 $238,186,435 $8,212,708,419 $8,178,936,525 $33,771,884

1 No longer subsidized or combined with other subsidized lines.

2 AEL was acquired by Farrell Lines, March 29, 1978.
3 APL merged its operations with AMLUs October 10, 1973.

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

5 Purchased by Lykes Bros. Steamship Co., inc.

6 Went into Receivership August 2, 1978.

7 Ceased to be subsidized line in November 1870 but returned
as a subsidized carrier in January 1881.

8 Purchased by United States Lines October 1983.

9 No longer operative.

13



Table 13: ODS CONTRACTS IN FORCE—SEPTEMBER 30, 1987

A. Liner Trades:

Number Annual Sailing
Operator and Contract Subsidized
Contract No. Duration Ships Service (Trade Route/Area) Minimum Maximum
American President Lines, 1-01-78 23 Transpacific Services: 1 72 108
Lid. to California/Far East Line A (TR 29)
MA/MSB-417 12-31-97 California/Far East Line A Extension
(TRs 17, 28, 29) 2.3 18 28
Washington-Oregon/Far East Line B
(TR 29) 54 80
Washington-Oregon/Far East Line B
Extension (TRs 17, 28, 29) 4 6 —
Farrell Lines, inc. 1-01-76 3 U.S. Atlantic/West Africa
MA/MSB-352 to (TR 14-1) 5.8 20 38
12-31-95
Farrell Lines, Inc. 1-01-81 4 U.S. Atlantic/Mediterranean
MA/MSB-482 o Service (TRs 10, 13) 8 4 66
12-31-2000
Lykes Bros. Steamship Co. 1-01-79 29 U.S. Gulf/lu.K. Continent (TR 21) 38 603
Inc. to U.S. Gulf & S. Atlantic/
MA/MSB-451 12-31-98 Mediterranean (TR 13) 7 42 48
U.S. Gulf/Far East (TR 22) 7.9 10 36 60 ¢ Overall
U.S. Gulf/South & East Africa maximum
(TR 15-B)n9 18 18 24 § not to
U.S. Atlantic & Gulf/West Coast exceed 330
South America (TR 31/2) 12 13 24 48
Great Lakes/Mediterranean-india
(Trade Area 4) 7 3 10
U.S. Pacific/Far East, North
(TR 29) # 20 80
U.S. Pacific/Far East, South
(TR 17/29) 14 20 /
Prudential Lines, Inc. 1-01-78 3 U.S. North Atlantic/Mediterranean
MA/MSB-421 to {TR 10) 5 24 38
12-31-97
United States Lines, Inc. ©
MA/MSB-483
Addendum No. 4 to amended 7-08-83 0 U.S. Atlantic & Guif/Australia,
and restated MA/MSB-483 to New Zealand (TR 16) 16 21
12-31-95
United States Lines {S.A)) 1-01-75 2 U.S. Atlantic/East Coast
Inc. 1 o South America (TR 1) 40 70
MA/MSB-338 12-31-94 U.S. Atlantic/South & East Africa
{formerly Moore-McCormack (TR 15-A) 22 38
Lines, Inc.)
MA/MSB-353 1-01-76 3 U.S. Guli/East Coast South America
(formerly Delta Steamship o (TR 20) 26 53
Lines, Inc.) 12-31-85
MA/MSB-425 6-17-78 8 U.S. Atlantic/Caribbean (TR 4) 22 33
{formerly Delta Steamship to
Lines, inc) 12-31-97
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Table 13: (Continued)

Number Annual Sailing
Operator and Contract Subsidized
Contract No. Duration Ships Service (Trade Route/Area) Minimum Maximum
Waterman Steamship Corp. 6-04-71 317 US. Atlantic-Gulf/india, Persian Gulf
MA/MSB-115 to & Red Sea, Indonesia, Malaysia,
8-03-91 Singapore, Brunei (TRs 18, 17) 18 30 40
Waterman Steamship Corp. 10-26-76 0 US. Atlantic-Gulf/Far East,
MA/MSB-378 to Indonesia, Malaysia, Singapore,
10-25-96 Brunei
(TRs 12, 22, 17) 18 8 12
Waterman Steamship Corp. 11-21-78 020 US. Gulf/Western Europe
o (TR 21) 24 35
11-20-98
Total Liner Trades 78

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

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

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

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

5 Farrell is also permitted to make 12 sailings annually from the U.S. Gulf to West Africa; and 26 sailings annually from U.S. Gulf to the East Coast of South America.

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

7 Lykes is permitted to make 24 sailings annually between U.S. North Atlantic and Mediterranean ports on a privilege basis in conjunction with required service
on TRs 13, 15-B, 22, and TA 4. Lykes is permitted to make 48 sailings annually between U.S. Pacific and Mediterranean ports on a privilege basis in conjunction
with required service on TR 13.

8 Lykes is permitted to make 24 sailings annually between U.S. Atlantic and South and East Africa on a privilege basis in conjunction with required service on
TR 15-B.

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

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

" Lykes is also permitted to make 12 sailings annually from the U.S. Guif to West Africa on a privilege basis in conjunction with required service on TR 15-B.

"2 Lykes is permitted to make 26 sailings annually from U.S. Gulf to East Coast of South America on a privilege basis.

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

14 Lykes stopped service on TR 29 and TR 17/29 in July 1986.

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

8 USL/USL (S.A.), in bankruptey, provides no service under the subsidy contract; contracts are to be assigned to Midlantic National Bank as Trustee.

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

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

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

20 Waterman is authorized to operate its LASH vessels assigned to other contracts on TR 21.
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Table 13: {Continued)

B. Bulk Trades:

ODS Agreements

Number of
Contract Coniract  Subsidized Annual Sailings
Operator and Effective Termination Ships —
Contractor No. Date Date 9/30/87 Service Minimum No.
of Days

Aeron Marine Shipping Co. 10-10-74 10-09-94 0! Worldwide Bulk Trade 335
MA/MSB-166

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

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

American Maritime Transport,
Inc. 8-09-73 8-08-93 0 Worldwide Bulk Trade 335
MA/MSB-129

American Maritime Transport,
Inc. 10-10-74 10-09-84 0 Worldwide Bulk Trade 335
MA/MSB-166A

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

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

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

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

Equity Carriers i, Inc. 5-24-81 5-23-2001 0 Worldwide Bulk Trade 335
MA/MSB-438

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

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

Ocean Carriers, Inc. 4-03-76 4-02-96 0 Worldwide Bulk Trade 335
MA/MSB-167

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

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

Total Bulk Trades 23

1The vessel ARCHON has been approved for subsidized operation. However, Aeron has not executed a contract addendum to place the ship in
subsidized service.




Table 14: FOREIGN TRANSFERS AND OTHER SECTION 9 APPROVALS—FY 1987 1

A. Program Summary: Number Gross Tons

U.S. PRIVATELY-OWNED VESSELS

Transfer to foreign ownership

and/or registry

Vessels of 1,000 gross tons and over 74 535,126
Vessels under 1,000 gross tons

Commercial Craft 295 84,794

Pleasure Craft 11 968

Subtotal 308 85,762

Total 380 620,888

Charters to Aliens
Vessels of 1,000 gross tons and over

Approvals 55

Modifications 8

Extensions 12

Vessels of under 1,000 gross ions

Approvals . 56

Modifications 9

Extensions 4
Contracts of Affreightment Approvals 3
Violations

Reported 23

Mitigated or Settled 24
Rescissions (Sales to Aliens) 1
Stock Transfers to Aliens 4
Modifications (Sales to Aliens) 2
Mortgages to Aliens 3
U.S. GOVERNMENT-OWNED VESSELS 1] 4]

' Approvais granted by the Maritime Administration pursuant to section 8, Shipping Act, 1916, as amended.




18

Table 14: (Continued)

B. FOREIGN TRANSFER APPROVALS —Vessels of 1,000 Gross Tons and Over

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

No. of Gross Average
Vessels Tons Age
Tankers 4 143,839 27 yrs
Cargo 30 263816 53 yrs
Miscellaneous 40 127,471 14 yrs
Total 74 535,126 30 yrs
Recapitulation
by Nationality Number Gross Tons
Argentine 1 1,087
Canadian (British) 6 47,297
Cayman Islands 3 9,961
Cyprus 1 1,942
Greek 1 3,641
Indian 5 20,113
Korea, Republic of (South) 2 2,195
Liberian 2 34,795
Mexican 3 6,169
Netherlands 1 5991
Panamanian 4 25599
Singapore 1 1,454
United Arab Emirates 1 2,584
Vanuatu 1 1,042
Venezuelan 2 2,228
Total 34 166,098
Sale to Domestic Alien-Controlied Corporation 14 49,568
Sale to Alien for Scrapping 26 319,460
Total 40 369,028
GRAND TOTAL 535,126 74




Chapter 3

The segment of the American
merchant marine operating in the
Great Lakes, on the inland
waterways, and in the coastwise,
intercoastal, and domestic offshore
trades carries a combined total of
over one billion short tons of cargo
each year.

Great Lakes

As of September 30, 1987, the U.S.
Great Lakes fieet consisted of 95
seif-propelled vessels of 1,000 gross
tons and over, of which 55 were
active. (See Table 15.)

Dry bulk commodities such as iron
ore, coal, and limestone are the
primary cargoes for waterborne
commerce shipped from U.S. Great
Lakes ports. Through September of
the 1987 shipping season, over 735
million net tons of these commodities
were shipped from region mines to

various steel mills, power generating
facilities, and other customers. The
major commodity, iron ore, totaled
32.4 million tons, followed by ceal
with 23.3 million tons, and limestone
with 17.8 million tons.

Lake vessel scrapping continued
as fleet operators disposed of
outdated vessels. A total of 15
vessels, 14 dry-bulkers and 1 tanker,
aggregating 242,875 tons, were
scrapped in fiscal year 1987.

In the last four years, 49 vessels of
768,722 tons, with an average age of
51 years, have been scrapped. At the
end of FY 1987, the current average
age of the active fleet was 38 years,
a figure somewhat distorted by two
vintage vessels.

The region’s steel-producing
industry continued to restructure
during the period, with some mills
beginning to show profits after
several years of significant financial
losses. Waterborne freight rates,
however, continued at a low level.

Inland Waterways

For the first time in recent history,
an inland waterway operator
participated in the movement of
military cargo. Canal Barge Line of

New Orleans successfully bid to
transport 162 vehicles from the
Arkansas River area to the Great
Lakes via the Hlinois River and return
for the Arkansas National Guard
(ANG).

MARAD undertook an analysis to
determine how to encourage such
operators to seek additional military
shipments. Although such
movements are rare for water
carriers, MARAD is exploring
possibilities of more participation by
inland waterway operators in the
movement of military cargo. As the
ANG movement demonstrated, the
inland waterways offer a less
expensive mode of transportation,
reducing Federal costs. Such
movements contribute to the
utilization of waterway equipment that
would otherwise lie idle, and provide
much needed revenue to an industry
plagued with economic strife for the
past several years.

Overtonnaging was a less serious
problem during FY 1987 than at the
beginning of the previous fiscal year.
The volume of grain shipments
increased, although freight rates
remained relatively low.

In calendar year 1986, the last year
for which statistics are available, 638

Table 15: US. GREAT LAKES FLEET '—SEPTEMBER 30, 1987

Gross Estimated
Vessels Registered Tons Deadweight Tons

Total 95 1,254,957 2,332,128
Bulk Carriers 83 1,200,960 2,311,550
Active 55 943,875 1,869,140
Temporarily Inactive 3 25,097 42900
Laid-Up Inactive (More than 12 months) 25 231,988 399,510
Tankers 3 14,022 20578
Active 3 14,022 20578
Temporarily Inactive 0 0o 0
Others 1 9 39,975 —
Active 1 3,968 —_
Temporarily Inactive 0 - -
Laid-up inactive (more than 12 months) 8 36,007 —

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

2 Includes railroad car ferries, auto ferries.
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million short tons of traffic moved on
the U.S. inland waterways, an
increase of 5 percent over calendar
year 1885. The major commodities
handied were in bulk form. Coal or
coal products, crude oil or refined
products represented 46.3 percent;
chemicals and allied products, 17
percent. Grains accounted for 85
percent of the total.

During 1987, the Maritime
Administration (MARAD) participated
on the Upper Mississippi River
System Environmental Management
Program’s Coordinating Commities.
The program involved construction
projects and their possible impact on
commercial navigation.

Domestic Ocean
Trades

The domestic ocean fleet gained
new ionnage during the year. Exxon
Shipping Co. placed the 209,000
deadweight-ton {dwt.) crude carriers
EXXON VALDEZ and EXXON LONG
BEACH in service in the Alaska

North Slope oil trade, and Sea-Land
Service, inc. introduced the SEA-
LAND. ANCHORAGE, which is
capable of carrying 700 40-foot
containers or the equivalent into its
Alaskan liner service. Two sister
ships were expected to join the
service in FY 1988.

United States Lines, Inc. ended its
service to Hawaii from the Allantic
and Pacific Coasts and entered
bankruptcy during FY 1987. The
Pacific Coast to Hawaii portion of the
service was picked up by Sea-Land
on an interim basis.

By the end of the year, there had
been a net increase of approximately
5 percent in the number and about 8
percent in the carrying capacity of
vessels in domestic ocean service. A
decline in intermodal and dry bulk
vessels was more than offset by an
increase in tankers in this reporting
period.

in the Alaskan crude oil trade, 919
voyages were made from Vaidez by
54 U.S-flag and 8 foreign-flag
tankers, carrying an estimated 98.3

miilion long tons, an increase in
cargo carried of 2.4 percent over FY
1986. The U.S. ships unioaded at
ports on the Pacific Coast and in
Alaska, Hawaii, and Panama, while
the foreign-flag vessels discharged at
St. Lucia, a storage point, and in the
U.S. Virgin Islands for refining.

During FY 1987, the Chiriqui
Grande terminal on the eastern end
of the Trans-Panama Pipeline
transferred 27.3 million tons of
Alaskan crude oil to U.S-flag tankers,
which made 371 voyages to Atlantic
and Gulf Coast ports.

Charter Market Activity

The Alaskan crude oil trade and
product shipments between U.S. Gulf
and Atlantic Coast ports continued to
be two key trades for U.S-flag
tankers in FY 1987.

Sixteen tankers of 1.2 million tons
were in lay-up for most of the fiscal
year. As noted earlier, the Alaskan oil
trade provided employment for much

A typical shot of tug and barge operations on the Tennessee-Tombigbee Waterway. The tonnage on this
system, which was opened during fiscal year 1985, continues to grow.




of the remaining domestic tanker
fleet.

The U.S. Gulf to East Coast tanker
trades remained slow in FY 1987.
This was primarily due to increased
crude and refined petroleum imporis
and, secondarily, i¢ increased
pipeline throughput.

At the close of this reporting
period, freight rates in the Jones Act
tanker trades remainad stable and
were essentially unchanged from
1986 levels. Although the majority of
tankers involved in this trade were
proprietary vessels either owned or
long-term chartered and operated by
the oil companies, a significant
single-voyage market continued for
independent tanker operators.

Ofishore Drilling

Of the 430 U.S.-owned drill rigs,
234 were active in U.S. waters as of

September 30, 1987. Of these, 227
were active in the Gulf of Mexico.
Utilization of offshore mobile
drilling units in the Guif rose from 27
percent in the third guarter of 1886 io
43 percent in January 1987 before
falling 1o 34 percent in Mav.
Utilization then climbed steadily to
reach a high of 58 percent at the end
of FY 1987. Available day rates also
improved. For exampie, a cantilever
jackup rated for operations in at least
250 feet of water couid command a
daily rate of $9,500 to $13,000 at the
end of FY 1987 This compares 10 a
range of $6,500 to $9,000 at the end
of FY 1986. The improved utilization
and day rates were due in part tc a
reduction in the available supply of
rigs. During the fiscal year, the
overall size of the world fleet
declined by 12.8 percent. More
importantly, however, was the
stabilization of the price of OPEC
crude oil at around $17.50 per barrel,

compared o general industry
expectation of $15 per barrel.

Restructuring within the U.S.
offshore industry continued through
FY 1987. The number of rigs
changing hands during the year
accelerated markedly, and several
fleet mergers also occurred. For
example, Sonat Offshore and Dixilyn-
Field combined their fleets inio one
operating unit. The Chiles Drilling
Co. and Griffin-Alexander Drilling Co.
also combined to form Chiles-
Alexander Ofishore.

As a result of foreclosure
proceedings, MARAD had custody of
eight jackup rigs at the end of FY
1987.

Also at the end of this reporting
period, four semisubmersibie offshore
mobile drilling units rated for
operations in 3,000 feet of water were
on order for U.S-based drilling
contractors, but none of the orders
were with U.S. yards.
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Chapter 4

The Maritime Administration
(MARAD) conducts specialized
marketing programs designed to
increase U.S.-flag participation in the
Nation's oceanborne foreign
commerce. Programs are directed
toward market research, improvement
of communications between carriers
and shippers, and individual
consultation with firms active in
international trade.

Marketing Program

MARAD’s marketing program is
conducted in cooperation with
Agency offices strategically located
throughout the country. During FY
1987, trade specialists assigned to
these offices consulted with the
transportation policymakers of 1,083
firms engaged in foreign commerce
to encourage the adoption of a
company policy to utilize U.S-flag
vessels for the carriage of their
oceanborne commerce.

Voluntary reports from carriers and
shippers indicate that some
$5,639,067 in additional ocean freight
revenues for U.S-flag vessels
resulted from these policy
consultations. Over the last 5 years,
in excess of $55 million in additional
revenue for U.S-flag carriers has
been generated by this program.

During FY 1987, U.S-flag operaiors
continued to use MARAD resources
to strengthen and reinforce their own
competitive marketing initiatives.
Under the Market Lead System, five
notices providing market intelligence
from private and Government sources
were distributed to U.S-flag vessel
operators during FY 1987. These
notices identified more than 200
individual business opportunities
having cargo potential for these
carriers.

MARAD actively participated in 71
seminars, forums, workshops, and
other meetings dealing with
international trade and distribution
during the year. Attended by
shippers, carriers, freight forwarders,

and other maritime interests, these
meetings provided an opportunity for
the exchange of information and
views on transportation economics
and practices. The meetings, held in
such diverse places as New York,
New Orleans, Seattle, and Kansas
City, MO, also enabled the Agency to
brief several thousand executives of
firms involved in foreign trade on the
national policy benefits which result
from shipper utilization of U.S-flag
services.

Market Analysis and
Planning

The Market Analysis and Planning
Program is MARAD's primary area of
research aimed at improving the
U.S-flag fleet's competitiveness by
enhancing revenue and profitability.

in fiscal year 1987, an analysis of
the shipping policies of developing
Southeast Asian nations was
completed. it reviewed their historical
maritime policies, studied potential
changes, and assessed their impact
on U.S. trade and shipping. A major
conclusion was that the mid-1980s
economic downturn, coupled with
pressure from exporters and
domestic indusries, triggered
significant liberalization of shipping
policies by the nations studied.

A report on U.S. imports and
exports transshipped through Canada
was published during the year. It
indicated a slight downward trend for
the year 1985, the most recent year
for which final Bureau of the Census
data were available.

During the reporting period,
MARAD continued to improve its
procedures o provide quick access
to data on cargo movements. As a
result, information concerning cargo
movements between U.S. and foreign
ports is available within 45 days after
movement.

Bilateral Cargo
Monitoring

MARAD continued monitoring
cargo movements between the
United States and its trading partners
as part of its efforts to assure a fair
transportation environment for U.S-
flag shipping. While numerous trades
were examined on an ad hoc basis,

11 countries were monitored more
closely due to changing trade
conditions, unilateral actions on their
part, or the existence of bilateral
trade agreements. Because of a
previous bilateral agreement and
recurring talks concerning
possibilities of a new agreement,
trade between the United States and
China was closely monitored. in
calendar year 1986, the liner trade
between the two countries totalied
4.7 million tons valued at $5.3 billion,
which represented an increase of
$400 million over the previous year.
However, total tonnage in the trade
fell by two million tons, primarily due
to a decrease in log exports from the
United States. U.S-flag liner vessels
lifted 9 percent of the overall liner
trade by weight and 28 percent by
value. PRC-flag vessels lifted 10
percent by weight and 17 percent by
value. This represented a modest
increase for U.S-flag vessels over the
year 1985. Monitoring this trade
showed that Hong Kong is becoming
increasingly important as a
transshipment port for U.S-flag
vessels participating in the bilateral
trade between the United States and
China.

Preference Cargoes

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

The three principal cargo
preference laws are:

e The Cargo Preference Act of
1904, which requires all items
procured for or owned by the
military departments to be
carried exclusively on U.S-flag
vessels. (MARAD’s oversight
responsibilities under the
Merchant Marine Act of 1970
[Public Law 91-469]
encompasses all of the
Department of Defense’s (DOD)
ocean transportation
requirements to ensure that at
least 50 percent of the 100
percent requirement is met by




the use of privately owned U.S-
flag commercial vessels as
required by Public Law 83-664.);

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

e {The Cargo Preference Act of
1954 (Public Law 83-864), which
requires that at least haif of all
Government-generated cargo
subject to the law be transported
on privately owned U.S-flag
commercial vessels available at
fair and reasonable rates.

Amendments made in 1885 to
the Merchant Marine Act, 1836,
further require that the
percentage of certain agricultural
cargoes moving on U.S-flag
vessels increase from 50 to 78
percent over a three-year period
commencing in April 1986.

To assure that all cargo preference
laws are followed, MARAD monitors
the shipping activities of 56 Federal
agencies, independent
establishments, and Government
corporations. (See Table 16.) With the
exception of the Eximbank, for which
records are maintained over the life

of a loan or guarantee, statistics for
all programs are maintained on the
basis of a calendar-year (CY) or
12-month period.

A computerized reporting system
enabled MARAD to process 21,600
bills-of-lading for 1986. These
documents covered civilian agencies,
some DOD contractor shipments,
Eximbank, and most Foreign Military
Sales Credit program (FMSC)
cargoes. The equivalent of 38,000
bills of lading covering Military
Assistance Program (MAP) and
FMSC shipments also were
processed using computer tapes
provided by DOD.

Table 16: GOVERNMENT-SPONSORED CARGOES—CALENDAR YEAR 1986 128

Public Law 864 Cargoes:

U.S-Flag Total U.S-Flag Percentage
Revenue Metric Metric U.S-Flag
Program ($1,000) Tons Tons Tonnage

Agency for International Development (AID):

Loans and Grants 56,203 1,965,846 840,746 43 4

PL. 480—Title Ii 112,354 1,670,668 1,085,959 651

Section 416 29,868 580,648 373,729 64 1
Department of Agriculture:

P.L. 480—Title /Il 176,774 5,445,077 3,219,860 591413

CCC African Food Assistance Program 1,080 22,053 22,053 100
Department of Commerce:

Agencies 1,039 2,101 1,176 56
Department of Defense (DOD):

Foreign Military Sales

Credit and MAP Merger Programs 48,812 170,957 145478 853
Department of Energy:

Bonneville Power Administration 79 411 180 445

Strategic Petroleum Reserve 5,366 2,432,951 1,240,939 516

Other Agencies 63 4863 229 495
Department of Health and Human Services 15 24 14 56
Department of interior:

Bureau of Reclamation 143 692 489 71
Department of Justice:

Federal Bureau of Investigation 13 22 19 88
National Aeronautics and Space Administration 42 139 46 335
National Science Foundation 40 67 36 53
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Table 16: GOVERNMENT-SPONSORED CARGOES—CALENDAR YEAR 1886 123—(Continued)

Public Law 684 Cargoes:

Tennessee Valley Authority 0 902 0 p512
General Services Administration 1,258 1,202 1,177 98
Department of Transportation:
Urban Mass Transportation
Administration 2925 8,447 4561 723
Federal Aviation Administration 1 5 2 385
Coast Guard 111 143 143 100
Federal Highway Administration o 785 0 05
U.S. information Agency 394 1,605 939 58
Depariment of State:
Foreign Building Office 526 2,167 1,607 74
Defense Attache Office 24 24 14 58
Other Agencies (not including AID) 3334 8,256 6,433 78
Turnkey— Security Upgrade 43 87 a7 100
Center Disease Control 21 40 21 53
Cther Agencies 77 130 98 747
Public Resolution 17 Cargoes:
Total U.S-Flag
Freight Freight Percentage
Revenue Revenue U.S-Flag
Export-import Bank $15,969,074 $14,465,831 918
Cargo Preference Act of 1204 Cargoes:
Percentage of Total
Metric Tons Troop Support Cargoes
Department of Defense Troop Support Cargoes
Military Sealift Command (MSC)®
U.S-flag privately owned vessels 11,918,128 885
U.S-flag vessels less than 3 years under U.S. registry 41,516 3
.8, Government-owned vessels 182,018 14
Total U.S-flag carriage of MSC Troop Support Cargoes 12,141,663
U.S-Flag Total U.S-Fiag Percentage
Revenue Metric Metric U.S-Flag
Program ($1,000) Tons Tons Jonnage
Department of Defense Commercial
Contractor Cargoes0
Army Materiel Command 1,074 30,661 8,108 26
Air Force 1,476 2,674 2,307 886
Corps of Engineer 421 2,191 1,672 76
Defense Logistics Agency 8523 126939 19,336 15
Navy 4,293 16,024 15,210 85
Total U.S-flag carriage of Department of Defense
Commercial
Contractor Cargoes 15,491 175816 44022
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Table 16: GOVERNMENT-SPONSORED CARGOES—CALENDAR YEAR 1886 123—(Continued)

Cargo Preference Act of 1904 Cargoes:

U.S-Flag Total U.8-Flag Percentage
Revenue Metric Metric U.S-Flag
Program ($1,000) Tons Tons Tonhage
Agency for International Development (AID) Israeli
Agreement-Cash Transfer Program: $25,892 1,533827 768,724 50 1

1 The Food Security Act of 1885 (P.L. 99-198) impacted on the P.L. 480 Title I, il and Section 416 programs through a change in report period from a calendar
year basis to a 12-month period commencing April 1, 1986 through March 31, 1987 (the current report period for which a 60 percent requirement applies) and
to increase the U.S-flag share from 50 to 60, to 70, and finally to 75 percent over a 36-month period in 12 month increments. There was an initial transition
quarter, January 1 through March 31, 1986, during which the affected programs performed as follows:

U.S-Flag Total U.S-Flag Percentage
Revenue Metric Metric U.S-Flag
Program ($1,000) Tons Tons Tonnage
P.L. 480Title I/ill 42,789 1,059,067 525,135 49+
PL. 480 Title Hl 31,736 514,798 343515 56
Section 416 2,820 32,780 20421 62

* (Also see footnote 4 which is applicable.)

2 includes civilian agencies, Department of Defense (DOD) Foreign Military Sales Program, and a partial listing of DOD commercial contractor shipments. DOD
Troop Support cargoes processed by the Military Sealift Command are also reported. MARAD is unable to verify the Troop Support cargo data since the complete
data information was not made available in time for this report.

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

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

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

6 MARAD accounts for the SPR program on the basis of long-ton miles (LTM). In CY 1986, this program provided a total of 1.7 billion LTM of which U.S-flag carriers
derived 853.8 million LTM or 50 percent.

7 Cargo of government and private agencies that generated less than 100 metric tons of cargo in 1986. The agencies which reporied in 1986 are: Action; Agriculture
Research Service; Drug Enforcement Administration; General Accounting Office; Geological Survey; Immigration and Naturlization Service; Labor Department;
Library of Congress; National Oceanic and Atmospheric Administration; Smithsonian Institute; Treasury Depariment; U.S. Customs; Veterans Administration;
and Board of International Broadcasting.

8 Compliance based on Freight Revenue only.

9 As MSC records liner cargo in measurement tons, MARAD has converted these to metric tons using a factor of .293 metric tons per measurement ton. Statistics
are shown on Fiscal Year 1986 basis, since calendar year data was not provided:

10 DOD's contracting activities are subject to the Cargo Preference Act of 1904 (10 USC 2631). PL. 664 impacts 10 USC 2631 by requiring that privately owne<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>