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THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

April 4, 1989

The Honorable Dan Quayle
President of the Senate
Washington, DC 20510

The Honorable James C. Wright, Jr.

Speaker of the House of
Representatives

Washington, DC 20515

Dear Sirs:

I have the pleasure of forwarding to you the annual report of the
Maritime Administration for fiscal year 1988 as required by the
Merchant Marine Act, 1936, as amended.

rely,

Enclosure




The bow and stern thrusters of the MV AMERICAN REPUBLIC, American Steamship Co.’s newest vessel, control the
maneuverability of the ship as it churns the water of the winding Cuyahoga.




The Annual Report of the Maritime Administration (MARAD) for the fiscal year which
ended on September 30, 1988, is submitted to the Congress in accordance with Section 208 of
the Merchant Marine Act, 1936, as amended.

It incorporates regorts required by the Congress on the following topics: acquisition of
obsolete vessels in exchange for vessel trade-in credit; war-risk insurance activities; scrapping or
removal of obsolete vessels owned by the United States; and U.S-flag carriage of Government-
sgonsored cargoes. There were no reportable activities during FY 1988 involving the allocation
of construction- and operating-differential subsidy to port ranges and the settlement of claims
arising under the Suits in Admiralty Act.

During the period, the Sccretarfy of Transportation and the Maritime Administrator
continued to press for the reform of the liner operating-differential subsidy pro%ram to enhance
the ability of U.S. carriers to compete with their foreign competitors. Reform legislation was not
enacted, however. Progress was made toward removal of foreign trade practices unfairly
impeding U.S. carriers’ operations in the Far East.

U.S. commercial shipyards continued to be awarded all Navy new construction contracts
under the largest combatant ship construction program in the U.S. Navy’s peacetime history.
One commercial vessel, a 21,000-deadweight-ton containership, was delivered during the year.

On September 30, 1988 the U.S.-flag privately owned, deep-draft merchant fleet (including
the Great Lakes fleet) totaled 509 vessels with an aggregate carrying capacity of 23.5 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

Shipyard Activity

During fiscal year 1988, U.S.
commercial shipyards continued to
be awarded all Navy new con-
struction contracts. Under the
largest combatant ship construction
program in the U.S. Navy’s
peacetime history, the Navy
committed $59.5 billion to ship
construction in commercial yards
during the five-year period which
ended September 30, 1988.

As of September 30, 1988,
there were 69 naval vessels
(excluding noncombatant T-Ships)
of 1,000 light displacement tons
(LDT) and over, under con-
struction or on order in 10
privately owned U.S. shipyards. In
addition, under the Navy’s T-Ship
program, 10 privately owned
shipyards had 17 new T-Ships on
order or under construction, as
well as 3 merchant ships being
converted.

Seven T-Ships were completed
during FY 1988. 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. Vessels
in this program are mission-
oriented, designed to perform a

specific primary service such as
underway refueling or offloading
other ships which do not possess
self-unloading capability.

No private contracts were
awarded to U.S. shipyards for
merchant vessels over 1,000 gross
tons in fiscal year 1988.

Auxiliary Crane Ship
Conversions

Under a Memorandum of
Understanding between the
Maritime Administration
(MARAD) and the U.S. Navy,
MARAD is responsible for
administration of one aspect of the
Navy’s T-Ship Program--the
Awxliary Crane Ship (T-ACS)
project--which involves the
reactivation and conversion of 12
existing Ready Reserve Force
(RRF) ships to auxiliary crane
ships. Each is being equipped
with either two or three sets of
pedestal-mounted twin cranes with
an outreach capable of unloading
containerships lacking cargo-
handling gear. MARAD is also
responsible for maintaining the
ships in a state of readiness for
deployment in forward areas where
cargo-handling facilities are limited,
such as in underdeveloped ports
or ports damaged by hostilities.

In FY 1983, MARAD com-
pleted conversion of the fifth
and sixth crane ships, the
SS FLICKERTAIL STATE
(T-ACS 5) and the
SS CORNHUSKER STATE
(T-ACS 6), formerly the
CV STAG HOUND and
CV LIGHTNING, respectively.
At the end of the reporting
period, the seventh and eighth
T-ACS ships, SS DIAMOND
STATE (T-ACS 7) and

SS EQUALITY STATE

(T-ACS 8), formerly the
containerships, PRESIDENT
TRUMAN and AMERICAN
BUILDER, were being converted
at Tampa Shipyards, Inc., of
Tampa, FL. Although the
redelivery dates were not firm the
ships are expected to be delivered
in FY 1989,

During the year, MARAD also
invited bids for conversion of the
containerships AMERICAN
ALTAIR and AMERICAN
DRACO as the ninth and tenth
auxiliary crane ships. A contract
was expected to be awarded to a
U.S. shipyard in the second
quarter of FY 1989,

Ship Deliveries

One commercial vessel of 1,000
gross tons and over was delivered
in FY 1988. The 21,000-
deadweight-ton containership SEA-
LAND KODIAK, built by Bay
Shipbuilding Corp. of Sturgeon
Bay, WI, for Sea-Land Service,
Inc., was delivered in November
1987.

No commercial vessels of 1,000
gross tons and over were on order
at the end of the reporting period.

Schooiship Conversion

In FY 1988, MARAD
completed all pre-award
requirements for the early
FY 1989 contract award to Bay
Shipbuilding Corp. of Sturgeon
Bay, WI, for conversion of the
MORMACTIDE, a Government-
owned breakbulk cargo vessel, to a
public nautical schoolship. The
ship was originally built by




Newport News Shipbuilding and
Dry Dock Co. in 1962. After
conversion, it will accommodate
about 800 officers, crew, and
cadets, and will include expanded
mess rooms, galley, class rooms, a
navigational laboratory, main-
tenance and repair laboratories,
and shops. An additional diesel
generator and switchboard will be

installed as well as increased

air conditioning and heating
equipment, evaporators, sewage
treatment plants, and laundries
to support the expanded
complement. Work on the vessel
was scheduled for completion by
November 1989.

Title ¥l Guarantees

The Federal Ship Financing
Guarantee Program was
established by Title XI of the
Merchant Marine Act, 1936, as
amended. As originally enacted,
Title XI authorized the Federal

The 21,000-deadweight-ton containership SEA-LAND KODIAK, built by Bay Shipbuilding Corp. for Sea-Land Service, Inc.,
was delivered in November 1987.




Government to insure private-
sector loans or mortgages made
to finance or refinance the
construction or reconstruction of
American-flag vessels.

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

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

During FY 1988, MARAD
approved in principle one Title XI
guarantee in the amount of
$26.5 million for the refinancing
of the tanker OMI COLUMBIA,
owned by OMI Challenger
Transport, Inc. Based on a
previous Title XI commitment,
MARAD issued a security
agreement covering one vessel
during the period.

As of September 30, 1988,
Title XI guarantees in force
amounted to approximately
$3.9 billion. Active pending
applications on that date
represented approximately
$551.4 million in requests for
additional guarantees. (See
Table 3.)

During FY 1988, Congressional
authority for the Title XI program
had a cap of $12 billion, with
$9.5 billion allocated to MARAD,
$1.65 billion reserved for ocean
thermal energy conversion vessels
and facilities, and $850 million
authorized to guarantee the
financing of fishing vessels by the
National Oceanic and Atmospheric
Administration.

The insurance premiums and
guarantees 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 $183.3 mil-
lon as a result of eight defaults.

During FY 1988, the Federal
Ship Financing Fund operated
at a deficit of $195 million.
The cash balance of the fund on
September 30, 1988, was
$169.3 million. The Federal Ship
Financing Fund was not self-
supporting during FY 1988. This
necessitated new borrowings from
the U.S. Department of the
Treasury totaling $95 million in
FY 1988 and $420 million as of
September 30, 1987.

Capital Construction
Fund

The Capital Construction Fund
(CCF) Program was established
under the Merchant Marine Act
of 1970. It assists 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 1987,
$253 million was deposited into
these accounts. Since the program
was initiated in 1971, fundholders
have deposited $4.9 billion in
CCF accounts and withdrawn
$3.8 billion for the moderni-
zation and expansion of the
U.S. merchant marine. As of
September 30, 1988, a total of 88
companies (shown in Table 4)
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 a
vessel if net proceeds are placed
in a CRF and reinvested in a new
vessel within 3 years.

The CRF is used predominately
by owners of vessels operated in
coastwise trades, the inland
waterways, and other trades not
eligible for the CCF program. Its
benefits are not as broad as those
of the CCF.

The number of companies with
CRF balances remained constant
at eight during the 1988 fiscal
year. (See Table 5.) The total
monies on deposit decreased from
$3.6 million to $3.1 million dollars.

Shipyard Improvements

During FY 1988, the American
shipbuilding and repair industry
invested over $145 million in
upgrading and expanding facilities.
Plans were underway to spend at




least $65 million in FY 1989,
mainly to improve efficiency and
competitiveness for future
participation in the Navy’s

construction, repair, and overhaul
projects.

Since the last major
amendment to the Merchant

Marine Act in 1970, the U.S.
shipbuilding and ship repair
industry has invested some $4.2
billion in facility improvements.

Table 1: MARAD MANAGED AUXILIARY CRANE SHIP CONVERSION ACTIVITY DURING FY 1988

No. Redelivery
Project Shipyard Ships Date
Conversions Underway
T-ACS 7 and 8 Tampa Shipyards 2 5-89 (Est.)
Conversions Completed
T-ACS 5 and 6 NORSHIPCO 2 4-88
Total Under Contract 2




Table 22 WORLDWIDE SHIP DELIVERIES - CALENDAR YEAR 1987 (TONNAGE IN THOUSANDS)

Total Combination
All Types Pass. & Cargo Freighters Bulk Tankers
Deadweight Deadweight Deadweight Deadweight Deadweight
Country of Construction No. Tons No. Tons No. Tons No. Tons No. Tons
Total 436  15,580.6 8 67.7 203 2,5465 123 7,7183 102 52481
United States 4 2719 - - 3 62.7 - - 1 209.2
Argentina 1 228 - - 1 228 - - - -
Belgium 2 14.0 - - 2 140 - - - -
Brazil 4 485.2 - - 1 71 3 478.1 - -
Bulgaria 7 115.0 - - 2 172 3 871 2 10.7
China 16 4539 1 2.1 7 70.9 5 1454 3 2355
Denmark 17 350.6 - - 11 572 - - 6 293.4
Finland 2 134.7 - - 1 19.2 - - 1 1155
France 4 103.4 1 73 - - 1 40.8 2 553
Germany (East) 14 199.7 - - 14 199.7 - - - 515
Germany (West) 29 284.1 2 83 22 2243 - - 5 515
Greece 1 54 - - 1 54 - - - -
India 3 309 - - 2 46 1 263 - -
Italy 11 2820 2 36.8 2 8.7 5 212.7 2 -
Japan 183 7,4009 1 6.9 74 1,1729 60 3,498.4 48 27227
Korea (South) 57 3,0203 - - 15 1799 27 2,008.2 15 8322
Malaysia 1 49 - - - - 1 49 - -
Mezxico 1 450 - - - - - - 1 450
Netherlands 7 354 - - 6 336 - - 1 18
Norway 2 52 - - 2 52 - - - -
Philippines 1 49 - - - - - - - -
Poland 10 303.4 - - 6 55.7 3 49 1 83.0
Romania 7 3320 - - 4 332 1 64.0 2 234.8
Spain 17 469.0 - - 8 468 5 399.3 4 229
Sweden 2 29.0 1 6.3 - - - - 1 227
Taiwan 5 432.6 - - 3 120.6 2 3120 - -
Turkey 6 244 - - 6 244 - - - -
U.AR. (Egypt) 2 15.5 - - 2 155 - - - -
USSR, 1 19.8 - - 1 19.8 - - - -
United Kingdom 4 229.5 - - 2 45 2 1850 - -
Yugoslavia 15 4552 - - 5 80.6 3 86.5 7 288.1




Table 3: FEDERAL SHIP FINANCING GUARANTEE (TITLE XI) PROGRAM SUMMARY

Principal Liability (Statutory Limit $9.5 Billion) on September 30, 1988

Contracts in Force

Pending Applicants

Vessels Principal Vessels Principal
Vessel Types Covered Amount Covered Amount
Deepdraft Vessels:
Tankers 63 $1,357,654,008 - R R
Cargo 45 539,656,000 I A
LNGs 8 595,756,000 - e e
Bulk/OBOs 22 312,278,717 e
Total 138 2,805344725 - eeece--
Other Types:
Drill Rigs/Ships 24 187,893,551 e
Drill Service 42 53,794,173 e
Tugs 198 195,669,289
Barges 2,251 459,985,861
Miscellaneous 20 151,693,937 4 $551,431,000
Total 2,535 1,049,036,811 e amaesas
Total Vessels 2,673 3854381536 - 0 eeeea-
Shipboard Lighters 998 18573659 00 - eeaeaa
Total 3,671 3,872,955,195 $551,431,000




Table 4 CAPITAL CONSTRUCTION FUND HOLDERS--September 30, 1988

Alaska Riverways, Inc.

Amak Towing Co., Inc.

AMC Boats, Inc.

American President Lines,
Ltd.

American Shipping, Inc.

Andover Co., L.P.

Agquarius Marine Co.

Ashland Oil, Inc.

Atlantic Richfield Co.

Atlas Marine Co.

Bankers Trust New York
Corp.

Bethlehem Steel Corp.

Binkley Co., The

Blue Lines, Inc.

Brice, Inc.

Campbell Towing Co.

Canonie Constructors Co.

Cement Transit Co.

Central Gulf Lines, Inc.

Citimarlease gBurmah I), Inc.

Citimarlease (Burmah LNG
Carriers, Inc,
Citimarlease (Burmah
Liguegas), Inc.
Citimarlease (Fulton), Inc.
Citimarlease itney}, 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 Shipping Corp.

Falcon Algﬁa %hip;gig, Inc.

Falcon Capital, Inc.

Farrell Lines, Inc.

Foss Maritime Co.

Fred Devine Diving &

Salvage, Inc.

G&IB Marine Transportation,
ne.

GATX Corp.

General Electric Credit and
Leasing Corp.

General Electric Credit

Corp. of Delaware

General Electric Credit

Corp. of Georgia

Gilco Supply Boats, Inc.

Great Lakes Towing Co.

Hannah Brothers

Hannah Marine Corp.

Hawaiian Tug & Barge
Corp.

Hvide Shipping, Inc.

Inland Steel Co.

Inter-Cities Navigation Corp.

Interstate Towing Co.

John E. Graham & Sons

Kinsman Lines, Inc.

L&L Marine Services, Inc.

Leppaluoto Offshore Marine,
Inc.

Luedtke Engineerinﬁ1 Co.

Lykes Bros. Steamship Co.

Maclilcleline Island Ferry Lines,

c.

Marine Investment Co. of

Delaware

Matson Navigation Co., Inc.

Middle Rock, Inc.

Miller Boat Lines, Inc.

Moody Offshore, Inc.

Neuman Boat Lines, Inc.

Nicor, Inc.

North American Boat
Rentals, Inc.

Oceanic Research Services,

c.
O.L. Schmidt Barge Lines,
Ocen Shipholdin

cean Shipholdings, Inc.
Oglebay Nlc))rton (%g.,
OMI Corp.
Ovelrseas Shipholding Group,

nc.

Pacific Hawaiian Lines, Inc.
Ritchie Transportation Co.
Rouge Steel Co.
Seabulk Tankers, Lid.
Sea-Land Corp.
Sheplers, Inc.
Smith Lighterage Co., Inc.
Schnitzer Steel Products Co.
Steel Style Marine
Tidewater, Inc.
Totem Resources Corp.
Union Qil Co. of California
Waterman Steamship Corp.
Western Pioneer, Inc.
Windjammer Cruises, Inc.
Young Brothers, Ltd.
Zidell, Inc.

Table 5: CONSTRUCTION RESERVE FUND HOLDERS--September 30, 1988

Arrow Tankers, Inc.

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

Ingram Industries, Inc.
Joan Turecamo, Inc.

Kurz Marine, Inc,

Mobil Oil Corp.
Serodino, Inc.




Chapter 2

U.S. Fleet Profile

The U.S.-flag, privately owned,
deep-draft merchant fleet
(including the Great Lakes fleet
listed in Table 14) totaled 509

vessels with an aggregate carrying

capacity of about 23.5 million
deadweight tons (dwt.) on
September 30, 1988.

The oceangoing segment of the
privately owned fleet included 428
vessels of 21.4 million dwt., of
which 396 ships of 19.1 million
dwt. were active. The latter
comprised 35 breakbulk cargo
ships, 136 intermodal vessels
(containerships, barge-carrying
vessels, and roll-on/roll-o

vanships known as RO/ROs), 2
combination passenger-cargo ships,
201 tankers (including liquefied
natural gas carriers?, and 22 bulk
carriers. (See Table 6.) All 32
of the inactive vessels were laid

up.

The Ready Reserve Force LASH vessel, CAPE FAREWELL, shown here, is moored at the Port of Mobile, AL loaded with a full
complement of barges.




Employment of the U.S.-flag
oceangoing fleet (including
Government-owned ships) at the
end of the fiscal year is shown in
Table 7.

The privately owned American-
flag merchant fleet ranked 8th in
the world on a deadweight-ton
basis and 11th on the basis of
number of ships on January 1,
1988. (See Table 8.)

Commercial cargoes carried by
ships of ali flags in the U.S.
oceanborne foreign trade totaled
718.6 million tons in calendar year
1987. U.S.-flag foreign trade
tonnage increased from
28.5 million to 28.7 million
tons, and the U.S.-flag share of
total tonnage decreased from
4.2 percent in 1986 to 4 percent
in 1987.

Commercial cargoes transported
in U.S. oceanborne foreign trade
from 1978 through calendar year
1987 are shown in Table 9. The
table shows the total trade by
tonnage and value, and the portion
carried by U.S.-flag vessels.

Operating-Differential
Subsidy

U.S.-flag vessels which operate
in essential foreign trade are
eligible for operating-differential
subsidy (ODS) which is
administered by the Maritime
Administration (MARAD). ODS
is designed to offset certain lower
ship operating costs of foreign
flag competitors. Net subsidy
outlays during FY 1988 amounted
to $230.2 million.

There was no subsidy paid for
voyages in the Great Lakes
trade in fiscal year 1988. ODS
accruals and expenditures from

January 1, 1937, through
September 30, 1988, are
summarized in Table 10. Accruals
and outlays by shipping lines for
the same period are shown in
Table 11.

For 1988, ODS reform
legislation was submitted to
Congress to allow subsidized
operators greater operating
flexibility but at a lower subsidy
cost. Unsubsidized operators
would also have been eligible for
subsidy. Congress did not enact
any changes to the program in the
reporting period.

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
ODS agreement, except those
pertaining to operation in the
domestic trade.

No vessels operated under
suspended ODS agreements in
FY 1988.

Subsidy Rates

The Subsidy Index System
established by the Merchant
Marine Act of 1970 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 maintenance and repairs, hull
and machinery insurance, and
protection and indemnity
insurance for both premiums and
deductibles.

In 1986, MARAD modified its
procedures for determining ODS
to enable the finalization and
payment of subsidy amounts on a
more current basis. MARAD has
completed all 1988 subsidy rates
applicable to liner vessel
operations and has substantially
completed the 1988 subsidy rates
applicable to bulk vessel
operations.

Passenger/Cruise Service

At the end of this reporting
period, U.S.-flag oceangoing
passenger service was provided by
the cruise liners INDEPEN-
DENCE and CONSTITUTION,
each with a 750-passenger capacity.
Built in 1950 and 1951 and
refurbished in 1988, the vessels
were operated by American
Hawaii Cruises, Inc. in the
Hawaiian inter-island trade.

On October 1, 1988, Aloha
Pacific Cruises Limited Partnership
began offering seven-day cruises in
the Hawaiian Islands. The
partnership operates the
MONTEREY which was rebuilt in
1988 as a 600-passenger, deluxe
cruise ship.

Four operators provided local
coastwise service with vessels
carrying fewer than 200 passengers.
American Canadian Line served
the New England Coast, Great
Lakes, and Saguenay River of
Canada; American Cruise Lines
served the Atlantic Coast as did
the Clipper Cruise Line; and




Exploration Cruise Lines operated
on the U.S. and Canadian Pacific
Coast, including Alaska.

On the inland waterways, two
traditionally styled steamboats, the
267-passenger DELTA QUEEN
and 635-passenger MISSISSIPPI
QUEEN operated by Delta Queen
Steamboat Co. provided a variety
of cruises on the Mississippi and
Ohio Rivers. Additionally,
American Cruise Lines offered
cruises on the Lower Mississippi
River.

As of September 30, 1988,
MARAD had applications pending
under its Title XI program from
U.S. Maritime Associates for two
1,200-passenger cruise ships, and
from United States Flag ships for
two 1,440-passenger cruise ships.

Section 804 Activities

Section 804 of the Merchant
Marine Act, 1936, as amended,
prohibits any contractor receiving
ODS or any holding company,
subsidiary, affiliate, or associate of
such contractor, directly or
indirectly, to own, charter, act as
agent or broker for, or operate
any foreign-flag vessel which
competes with an essential
U.S.-flag service, without prior
approval of the Secretary of
Transportation. The prohibition
also applies to any officers,
directors, agents, or executives of
such an organization.

In April 1988, MARAD
extended for a second two-year
period a section 804 waiver
originally granted to American
President Lines, Ltd. (APL) in
May 1986. The waiver allows
APL to charter and operate three
foreign-flag vessels for feeder
service between its Line A or
Line B ports through May 1990.

The vessels are permitted to serve
Singapore, Manila, and Thailand.

On June 3, 1988, MARAD
granted a 5-year section 804
waiver to permit APL to own or
charter and operate 10 foreign-flag
vessels on six feeder services in
southern and southwestern Asia.

MARAD also granted an 804
waiver to Chestnut Shipping Co.
and Margate Shipping Co. on
August 5, 1988, for a period of six
months to permit an affiliate,
Keystone Shipping Co., to charter
foreign-flag liquid bulk vessels in
the 50,000- to 150,000- deadweight-
ton range.

Foreign Transfers

In fiscal year 1988, MARAD
approved the transfer of 88 ships
of 1,000 gross tons and over to
foreign firms. Forty-four vessels
were sold for scrapping abroad.

MARAD also granted permis-
sion for the foreign transfer of
158 vessels of less than 1,000 gross
tons during the fiscal year. These
included 150 commercial and 8
pleasure craft.

During the year MARAD
approved three contracts of
affreightment to non-citizens.
Sixty-five U.S.-owned ships of over
1,000 gross tons and 59 under
1,000 gross tons were approved for
charter to aliens. Twenty-one
charter approvals were either
amended or modified.

Pursuant to Public Law 89-346
and 46 CFR 221.21-221.30, the
Agency removed two banks and
approved the retention of 54 banks
on the Roster of Approved
Trustees. One new bank was

approved as trustee, and one
request for approval as trustee was
denied.

During the reporting period
there were 31 violations reported
involving privately owned ships,
and 20 violations were mitigated
or settled.

MARAD’s approval of the
transfer of vessels of 3,000 gross
tons and over to foreign ownership
or registry, or both (whether for
operation or scrapping) are subject
to the terms and conditions of the
Agency’s current Foreign Transfer
Policy (46 CFR Part 221
Appendix). As of September 30,
1988, there were 78 vessels subject
to these terms and conditions,
which accompany titles to the
ships and remain in effect for the
period of their remaining economic
lives.

User charges for processing
applications for foreign transfers
and similar actions totaled $94,055
in the reporting period. This total
includes $6,995 in fees filed
pursuant toc MARAD contracts
reflecting prior domestic and
foreign sales.

Activities under Section 9 of
the Shipping Act, 1916, are
summarized in Table 13.
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Table 6: U.S. OCEANGOING MERCHANT MARINE--SEPTEMBER 30, 1988 *

Privately Owned MARAD Owned Total
Number Deadweight Number Deadweight Number Deadweight
Ships Tons Ships Tons Ships Tons
(000) (000) (000)
Active Fleet:
Passenger/Pass. Cargo 3 21 4 32 7 53
General Cargo 35 494 1 11 36 505
Intermodal 136 3,946 - - 136 3,946
Bulk Carriers (Inc. TB) 22 975 - - 22 975
Tankers (Inc. TKB & LNG) 201 13,686 1 17 202 13,703
Total Active Fleet 397 19,122 6 60 403 19,182
Inactive Fleet:
Passenger/Pass. Cargo 2 25 13 98 15 123
General Cargo 5 67 167 1,978 172 2,045
Intermodal 3 91 37 855 40 946
Bulk Carriers (Incl. TB) 4 294 - - 4 294
Tankers (Incl. TKB & LNG) 17 1,818 32 1,269 49 3,087
Total Inactive Fleet 31 2,295 249 4,200 280 6,495
Total Active and Inactive:
Passenger/Pass. Cargo 5 46 17 130 22 176
General Cargo 40 561 168 1,989 208 2,550
Intermodal 139 4,037 37 855 176 4,892
Bulk Carriers (Incl. TB) 26 1,269 - - 26 1,269
Tankers (Incl. TKB & LNG) 218 15,504 33 1,286 251 16,790
Total American Flag 428 21,417 255 2 4,260 683 25,677

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

2 Includes 246 National Defense Reserve Fleet vessels, 91 of which belong to the Ready Reserve Fleet.

NOTE: Tonnage figures may not add due to rounding,



Table 72 EMPLOYMENT OF U.S.-FLAG OCEANGOING MERCHANT FLEET--SEPTEMBER 30, 1988 *

Vessel Type
{tonnage in thousands)
Passenger/ General Bulk
Total Pass. & Cargo Cargo Intermodal Carriers 2 Tankers °
Deadweight Deadweight Deadweight Deadweight Deadweight Deadweight
Status and Area of Employment Ne. Tons No.  Toms No.  Tons No. Tons No. Tons Neo.  Toms
Grand Total 683 25677 2 176 208 2550 176 4,892 1,269 251 1630
Active Vessels 403 19,182 7 53 36 505 136 3946 975 202 13,703
Privately Owned 397 19122 3 21 35 494 136 3946 2 975 201 13,686
U.S. Foreign Trade 45 5192 - - 29 420 82 2664 11 641 23 1467
Foreign-to-Foreign 25 2164 - - - - 6 136 - - 19 2028
Domestic Trade 177 10,339 3 21 2 20 23 562 9 272 135 9464
Coastal 87 3,422 - - - 1 27 6 193 80 3,202
Noncontiguous 20 6,917 3 21 2 20 27 535 3 79 55 6,262
M.S.C. Charter 50 1,427 - - 4 54 20 584 2 62 24 727
Government Owned 6 60 4 32 i1 - - - - 1 17
B.B. Charter & Other Custody 6 60 4 32 1 11 - - - - 1 17
Inactive Vessels 280 6495 i5 123 172 2,045 40 946 4 294 49 3,087
Privately Owned 31 2295 2 25 5 67 3 91 4 294 17 1,818
Temporarily Inactive - - - - - . - - - - - -
Laid-up 23 2,055 2 25 - 2 61 4 294 15 1,675
Laid-up (MARAD Custody) 8 240 - - 5 67 1 30 - - 2 143
Government Owned (MARAD
Custody) 249 4200 13 8 167 198 37 855 - - 32 1,269
National Defense Reserve Fleet 246 398 13 B 167 197 37 855 - - 29 1,047
Ready Reserve Force (RRF) 91 1,564 1 9 51 668 30 691 - - 9 196
Other Reserve 143 2,249 6 59 112 1,262 5 77 - - 20 851
Special Programs 4 5 119 1 9 2 23 2 87 - - . -
Non-Retention 3 7 46 5 21 2 25 - - - - - -
In Processing for RRF - - - - - - - - - - - -
Other Government Owned 3 222 - - - - - - - - 3 222

1 Bxcludes vessels operating exclusively on the Great Lakes, inland waterways, and those owned by the United States Army and Navy and special

types such as cable ships, tugs. etc.

2 Includes Tug Barges.

3 Includes Tanker Barges and LNG vessels.

4 Vessels unavailable for activation due to special status.

5 Vessels not actively maintained.
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Table 8 MAJOR MERCHANT FLEETS OF THE WORLD -- JANUARY 1, 1988

' Rank by

No. of Rank by Deadweight Deadweight
Country Ships' No. of Ships Tons Tonnage
Liberia 1,465 3 93,537,000 1
Panama 3,208 1 68,884,000 2
Japan 1,265 4 44,819,000 3
Greece 1,030 7 39,387,000 4
Cyrpus 1,168 6 30,318,000 5
US.S.R. 2,439 2 24,479,000 6
British Colonies 514 10 22,245,000 7
United States (Privately Owned) 444 11 21,200,000 8
China 1,211 5 17,992,000 9
Nassau Bahamas 337 17 15,203,000 10
Philippines 530 8 13,749,000 11
Singapore 432 12 11,634,000 12
Italy v 525 9 11,268,000 13
Korea (Republic Of) 423 13 10,548,000 14
Brazil 325 20 9,763,000 15
All Others® 7,991 153,531,000
Total 23,307 588,557,000

Oceangoing merchant ships of 1,000 gross tons and over.
2 Includes 265 United States Government-Owned ships of 4,545,000 dwt.




Table 9: U.S. OCEANBORNE FOREIGN TR.

ADE/COMMERCIAL CARGO C.

Tonnage (Millions)

Calendar Year 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987
Total Tons 7756 831 T2 7600 6755 6304 6768 6409 6748 7187
U.S.-Flag Tons 321 35.0 282 342 311 36.7 29.4 273 28.5 288
U.S. Percent of Total 41 42 3.7 4.5 4.6 58 43 43 42 4.0
Liner Total Tons 56.5 570 593 60.0 54.5 56.8 63.5 66.7 718 794
Liner U.S.-Flag Tons 16.0 15.7 16.2 16.5 143 14.0 138 14.0 143 119
Liner U.S. Percent 283 275 273 276 26.2 24.6 217 210 19.9 149
Non-Liner Total Tons 3088 3427 3567 3656 3358 3177 3463 3275 3090 3271
Non-Liner US. Flag Tons 4.5 3.6 4.1 4.5 33 4.8 51 51 4.9 6.3
Non-Liner U.S. Percent 15 1.0 1.2 12 10 15 15 15 16 19
Tanker Total Tons 4103 4234 3563 3344 2856 2560 2669 2467 2940 3122
Tanker U.S.-Flag Tons 11.6 15.7 7.9 132 13.2 17.9 10.5 82 9.3 10.6
Tanker U.S. Percent 2.8 3.7 22 39 4.7 7.0 3.9 33 32 34
Value ($ Billions)
Total Value 1958 2421 2943 3154 2812 2674 3027 3110 3205 3594
U.S.-Flag Value 30.7 35.7 423 470 435 43.0 4.6 464 49.0 4438
U.S. Percent of Total 15.7 14.7 144 14.9 15.5 16.1 14.7 149 153 12,5
Liner Total Value 999 1176 1369 1480 1406 1396 1640 1812 1999 2219
Liner US.-Flag Value 286 325 392 41.7 39.1 379 41.2 434 46.5 417
Liner U.S. Percent 286 276 28.7 28.1 278 272 25.1 240 233 188
Non-Liner Total Value 525 62.0 74.1 81.0 720 69.8 78.6 77.2 83.2 921
Non-Liner U.S.-Flag Value 1.0 11 13 19 12 12 11 14 13 16
Non-Liner U.S. Percent 18 17 18 23 1.7 17 15 18 1.6 18
Tanker Total Value 434 62.6 83.6 86.4 68.5 58.0 60.1 526 374 454
Tanker U.S.-Flag Value 11 21 1.8 34 32 4.0 22 16 12 15
Tanker U.S. Percent 2.7 634 21 39 4.7 6.8 3.7 31 32 32

' Table includes Government-sponsored cargo; excludes U.S./Canada translakes cargoes and certain Department of

Defense cargoes.
* Preliminary data.
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Table 10: ODS ACCRUALS AND OUTLAYS--JANUARY 1, 1937, TO SEPTEMBER 30, 1988

Accruals Outlays

Calendar Year Total Amount of Net Accrual
of Operation Subsidies Recapture  Subsidy Accrual Paid in FY 1988 Net Accrued Paid Liability
1937-1955 $682,457,954 $157,632,946 $524,825,008 $-0- $524,825,008 $-0-
1956-1960 751,430,008 63,755,409 687,674,689 0- 687,674,689 -0-
1961 170,884,261 2,042,748 168,841,513 -0- 168,841,513 o 0
1962 179,396,797 4,929,404 174,467,393 -0- 174,467,393 - 0-
1963 189,119,876 (1,415917) 190,535,793 -0- 190,535,793 -0-
1964 220,334,818 674,506 219,660,312 0- 219,660,312 0-
1965 183,913,236 1,014,005 182,899,231 0- 182,899,231 -0-
1966 202,734,069 3,229,471 199,504,598 -0- 199,504,598 -0-
1967 220,579,702 5,162,831 215,416,871 0- 215,416,871 0-
1968 222,862,970 3,673,790 219,189,180 0- 219,189,180 0-
1969 230,256,091 2,217,144 ,038, -0- ,038,947 -0-
1970 232,541,169 1,908,643 234,449,812 -0- 234,449,812 0-
1971 202,440,101 2,821,259 205,261,360 Q- 205,261,360 20-
1972 190,732,15: 0- 190,732,158 -0- 190,732,158 0-
1973 219,475,963 -0- 219,475,963 0- 219,475,963 o0
1974 219,297,428 -0- 219,297,428 0- 219,297,428 . 0-
1975 260,676,152 -0- 260,676,152 -0- 260,676,152 0-
1976 275,267, -0- 275,267,465 -0- 275,267,465 0-
1977 294,779,691 0- 294,779,691 -0- 294,779,691 0-
1978 285,075,424 -0- 285,075,424 -0- 285,075,424 -0-
1979 279,347,897 -0- 279,347,897 -0- 279,347,897 -0-
1980 386,309,467 -0- 386,309,467 -0- ,309, 0-
1981 352,060,560 -0- 352,060,560 -0- 352,060,560 0-
1982 366, -0- 366,654,502 -0- 366,654,502 -0-
1983 278,716,168 -0- 278,716,168 392,324 277,735,168 981,000
1984 341,871,848 -0- 341,871,848 539,288 341,871,848 -0-
1985 364,968,973 -0- 364,968,973 1,025,950 366,417,148 (1,448,1(’;133
1986 318,016,595 -0- 318,016,595 690,557 317,932,595 91,
1987 180,004,612 -0- 180,004,612 30,039,117 180,092,962 (88,350
1988 222,918,123 -0- 222,918,123 197,501,164 197,501,164 25,416,95
Total Regular ODS  $8,525,131,168 $238,186,435 $8,286,944,733 $230,188,400 $8,261,898,299 $24,952,434
Soviet Grain

Program ' $147,132,626 -0- $147,132,626 -0- $147,132,626 -0-
Total ODS $8,672,263,794 $238,186,435 $8,434,077,359 $230,188,400 $8,409,030,925 $24,952434

! No longer operative.
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Table 11: OPERATING-DIFFERENTIAL SUBSIDY ACCRUALS AND OUTLAYS BY LINES-JANUARY 1, 1937, TO

SEPTEMBER 30, 1988

Accruals
Net Accrued
LINES ODS Recapture Net Accrual ODS Paid Liability

Aeron Marine Shipping $26,079,663 $0 ,079, $26,079,663 $0
American Banner Lines ' 2,626,512 0 2,626,512 2,626,512 0
American Diamond Lines ' 185,802 28,492 157,310 157,310 0
American Bxport Lines 693,821,868 10,700,587 683,121,281 683,121,281 0
American Mail Lines ° 158,340,739 7,424,902 150,915,837 150,915,837 0
American Maritime Transport 1,535,133 0 1,535,133 1,520,052 15,081
American President Lines ° 1,234,585,423 17,676,493 1,216,908,930 1,216,712,796 196,134
American Shipping 21,063,213 0 1,063,213 20,476,559 s
American Steamshi; 76,462 0 76,462 76,462
Agquarius Marine Co. 28,765,326 0 28,765,326 28,367,339 397,987
Aries Marine Shipping ' 25,291,415 0 25,291,415 25,291,415 0
Atlantic & Caribbean S/N ! 63,209 45,496 17,713 17,713 0
Atlas Marine Co. 30,928,129 0 30,928,129 30,198,911 729,218
Baltimore Steamship ' 416,269 0 416,269 416,269 0
Bloomfield Steamshi 15,588,085 2,613,688 12,974,397 12,974,397 0
Chestnut Shipping Co. 52,454,594 0 52,454,594 1,684,388 779,206
Delta Steamship Lines 575,053,817 8,185,313 566,868,504 566,868,504 0
Beological Shipping Co. © 968, 0 968, 4,968, 0
Equity 750,572 0 750,572 750,572 0
Farrell Lines 616,041,457 1,855,375 614,186,082 612,842,375 1,343,707
Prudential Lines 641,012,300 24,223,564 616,788,736 616,788,736 0
Gulf & South American

Steamship ° 34,471,780 5,226,214 29,245,566 29,245,566 0
L Bros. Steamship 1,626,594,539 52,050,598 1,574,543,941 1,562,751,029 11,792,912

argate Shipping 87,412,439 0 87,412,439 84,834, 2,577,810
Moore McCormack Marine 75,774,542 0 75,774,542 73,849,867 1,924,675
Moore McCormack Lines ° 734,212,876 17,762,445 716,450,431 716,450,431 0
N.Y & Cuba Mail Steamship ° 8,090,108 207, 882, 6,882, 0
Oceanic Steamship 113,947,681 1,171,756 112,775,925 112,775,925 0
Ocean Carriers 36,140, 0 ,140, 36,133,900 7,000
Pacific Argentina Brazgl Line ' 7,963,936 270,701 7,693,235 7,693 0
Pacific Far East Line 283,693,959 23,479,204 260,214,755 260,214,755 0
Pacific Shipping Inc. ° 18,840,400 0 18,840,400 18,840,400 0
Prudential Steamship ' 26,352,954 1,680,796 24,672,158 ,672,158 0
Seas Shipping ' 25,819,800 2,429,102 23,390,698 23,390,698 0
States Steamship' 231,997,100 5,110,997 226,886,1 226,886,103 ¢
United States Lines 7 750,518,013 54,958,689 695,559,324 695,559,324 0
Waterman Steamship ,96! 0 285,962,200 730,046 3,232,154
Worth Oil Transport ® 17,428,314 0 17,428,314 17,428,314 0
South Atlantic Steamship 96,374 84,692 11, 11,682 0
Seabulk Transmarine I & II, Inc. 30,164,322 0 30,164,322 28,785,426 1,378,896
Total Regular ODS $8,525,131,168 $238,186,435 $8,286,944,733 $8,261,992,299 $24,952,434
Soviet Grain Programs ® $147,132,626 $147,132,626 $147,132,626 $0
Total ODS $8,672,263,794 $238,186,435 $8,434,077,359 $8,409,124,925 $24,952.434
1 No longer subsidized or combined with other subsidized lines. 7 Ceased to be subsidized line in November 1970 but returned
2 AFL was acquired by Farrell Lines, March 29, 1978. as a subsidized carrier in January 1981. Ceased to be
3 APL me its operations with AML’s October 10, 1973. subsidized line in April 1987.
4 Changed from Prudential-Grace Lines, Inc., August 1, 1974. 8 Purchased by United States Lines October 1983.
: Purchased by Lykes Bros. Steamship Co., Inc. 9 No longer operative.

Went into receivership August 2, 1978.
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Table 122 ODS CONTRACTS IN FORCE--SEPTEMBER 30, 1988

A. Liner Trades

Annual Sailings

Number
Operator and Contract Subsidized
Contract No. Duration Ships Service (Trade Route/Area) Minimum Maximum
American President Lines, 1-01-78 23 Transpacific Services: i 72 108
Ltd. to California/Far East Line A (TR 29)
MA/MSB-417 12-31-97 Cahfomxa/Far East Line A Extension 18 28
(TRs 17, 28 23
Washin, on-Oregon/Far East Line B
9) 54 80
Washmgton-Orcgon/Far East Lme B
Extension (TRs 17, 28, 29) 4 6 -
Farrell Lines, Incorporated 1-01-76 2 us. AtlanticéWest Africa 20 38
MA/MSB-352 to (TR 14-1) > 8
12-31-95
Farrell Lines, Incorporated 1-01-81 4 uUS. Atlantxc/Medlterranean
MA/MSB-482 to Service (TRs 10, 13) © 44 66
12-31-2000
Lykcs Bros. Steamship Co. 1-01-79 26 U.S. Gulff/U.K. Continent (TR 21) 36 60
to US. Gulf & S. Atlantic/
MA/MSB-451 12-31-98 Mediterranean (TR 13) 7 12 42 48
uUsS. gulg/Far East (TR 22) 7+ © 10, 12,15 . 36 60 Overall
U.S. Gul /South st Africa maximum
) 9% E32 "é’\f 18 24 not to
uUsS. Atlantxc & Gulf/West Coast exceed 330
South America (TR 31/2) ™ 24 48
Great Lakes/Medxterranean-Indla
(Trade Area 4) 7+ 12 3 10
us. Paclﬁc(Far East, North 20
80
US. Paclﬁc/Far East, South 20
(TR 17/29) 14
Prudential Lines, Inc. 1-01-78 0 U.S. North Atlantic/Mediterranean
MA/MSB-421 to (TR 10) '8 24 36
12-31-97
United States Lines, Inc. 17
MA/MSB-483
Addendum No. 4 to amended 7-08-83 0 U.S. Atlantic & Gulf/Australia, 16 21
and restated MA/MSB-483 to New Zealand (TR 16)
12-31-95
United States Lines (S.A.) 1-01-75 0 U.S. Atlantic/East Coast
nc. 16 to South America (TR 1 40 70
MA/MSB-338 12-31-94 0 U.S. Atlantic/South & t Africa
§-ormerly Moore-McCormack (TR 15-A) 22 36
ines Inc)
1-01-76 1 U.S. Gulf/East Coast South America 26 53
(fonnerly Delta Steamship to (TR 20)
Lines, Inc.) 12-31-95
MA/MSB-425 6-17-78 0 U.S. Atlantic/Caribbean (TR 4) 22 33
(formerly Delta Steamship to
Lines, Inc.) 12-31-97
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Annual Sailings

Number
Operator and Contract Subsidized
Contract No. Duration Ships Service (Trade Route/Area) Minimum Maximum
Waterman Steamship Corp. 6-04-71 418 U.S. Atlantic-Gulf/India, Persian Guif
MA/MSB-115 to & Red Sea, Indonesia, Malaysia,
6-03-91 Singapore, Brunei (TRs 18, 17) '® 30 40
Waterman Steamship Corp. 10-26-76 02 U.S. Atlantic-Gulf/Far Bast,
MA/MSB-378 to Indonesia, Malaysia, Singapore, Brunei
10-25-96 (TRs 12, 22, 17) '®
8 12
Waterman Steamship Corp. 11-21-78 02 U.S. Gulf/Western Europe
MA/MSB-450 to (TR 21) 24 35
11-20-98
Total Liner Trades 60

10

1

21

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.

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

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

Includes required service to Indonesia, Malaysia, and Singapore. Numbers of required sailings are a portion of the required sailings on Line B.
Farrell is also permitted to make 12 sailings annually from the U.S. Gulf to West Africa.
Farrell owns one LASH vessel, AUSTRAL RAINBOW, which is eligible to operate with subsidy on TR 10/13 or 14-1.

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 TR 13, 15B, 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.

Lykes is g;ermitted to make 24 sailings annually between U.S. Atlantic and South and BEast Africa on a privilege basis in conjunction with required service
on TR 15B.

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

Subject to stipulation that a minimum of 12 and a maximum of 30 sailings per annum shall include ports in Indonesia and Malaysia (including Singapore)
I%ices is also permitted to make 12 sailings annually from the U.S. Gulf to West Africa on a privilege basis in conjunction with required service on

15B.
Lykes is permitted to make 16 sailings annually between U.S. Atlantic and Gulf ports and Southwest Asian ports (Suez to Burma) in conjunction with
required service on TR 13, TR 15B, TR 22 and TA 4.

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.

Lykes stopped service on TR 29 and TR 17/29 in July 1986.
Lykes may make privilege calls from the U.S. Atlantic to the Far East in conjunction with required service on TR 22.
Prudential Lines TR 10 service was suspended in May 1986.

USL/USL(S.A.), in bankruptcy, provides no service under the subsidy contract; contracts have been authorized by MSB to be assigned to Midlantic
National Bank as Trustee.

Between March and July 1984, Waterman sub-bareboat chartered three of the six vessels ass‘i‘gned to the contract back to Central Gulf Lines, from which
they had been bareboat chartered. Waterman has bareboat chartered the PRESIDENT TAYLOR from American President Lines, Ltd. with option to
renew every six months until termination of contract MA/MSB-115.

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. SB-115 and MA/MSB-378.

Both vessels which had previously been assigned to the contract were turned in to MARAD under custodial agreements.

Waterman is authorized to operate its LASH vessels assigned to other contracts on TR 21.
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ible 12: (Continued)

Bulk Trades:
ODS Agreements
Annual Sailings
Number of
Contract Contract Subsidized
perator and Effective Termination Ships Minimum No.
ntract No. Date Date 9/30/88 Service of Days
:ron Marine Shipping Co. 10-10-74 10-09-94 o' Worldwide Bulk Trade 335
MA/MSB-166
nerican Shigfing, Inc. 4-14-76 4-13-96 1 Worldwide Bulk Trade 335
MA/MSB-2
juarius Marine Co. 10-15-75 10-14-95 1 Worldwide Bulk Trade 335
MA/MSB-309
nerican Maritime Transport,
1c. 8-09-73 8-08-93 2 Worldwide Bulk Trade 335
MA/MSB-129
nerican Maritime Transport,
1c. 10-10-74 10-09-94 1 Worldwide Bulk Trade 335
MA/MSB-166A
ico-Falcon II Shipping Co. 5-24-81 5-23-2001 1 Worldwide Bulk Trade 335
MA/MSB-439
las Marine Co. 12-30-76 12-29-96 1 Worldwide Bulk Trade 335
MA/MSB-274
iestnut Shipping Co. 12-01-76 11-30-96 2 Worldwide Bulk Trade 335
MA/MSB-299
ity Carriers I, Inc. 5-24-81 5-23-2001 1 Worldwide Bulk Trade 335
VIA/MSB-439
uity Carriers III, Inc. 5-24-81 5-23-2001 1 Worldwide Bulk Trade 335
VIA/MSB-439
wrgate Shipping Co. 12-28-73 12-27-93 3 Worldwide Bulk Trade 335
VIA/MSB-134
»ore McCormack Buik
[ransport, Inc. 12-10-75 12-09-95 3 Worldwide Bulk Trade 335
VIA/MSB-295
ean Carriers, Inc. 4-03-76 4-02-96 4 Worldwide Bulk Trade 335
VA/MSB-167
iulk Transmarine I, Inc. 3-27-81 3-26-2001 1 Worldwide Bulk Trade 335
IA/MSB-440
ibulk Transmarine III, Inc. 9-20-81 9-19-2001 1 Worldwide Bulk Trade 335
AA/MSB-442
tal Bulk Trades 23

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

subsidized service.
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Table 13: FOREIGN TRANSFERS AND OTHER SECTION 9: APPROVALS--FY 1988 !

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 488 610,604

Vessels under 1,000 gross tons
Commercial Craft 150 51,416
Pleasure Craft 8 650
Subtotal 158 52,066
Total 246 662,670

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

Approvals 65

Modifications 2

Extensions 14

Vessels of under 1,000 gross tons

Approvals 59

Modifications

Extensions
Contracts of Affreightment Approvals 3
Violations

Reported 31

Mitigated or Settled 20
Rescissions (Sales to Aliens) 7
Stock Transfers to Aliens 5
Modifications (Sales to Aliens) 7
Mortgages to Aliens 0
Denials 2
U.S. GOVERNMENT-OWNED VESSELS 0 0

! Approvals granted by MARAD pursuant to section 9, Shipping Act, 1916, as amended.




Table 13: (Continued)

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

Pursuant to Section 9

(US. Owned and U.S. Documented)

No. of Gross Average
Vessels Tons Age
Tankers 1 17,614 22 yrs
Cargo 43 441,839 42 yrs
Passenger/Cargo 3 33,595 25 yrs
Miscellaneous 41 117,556 16 yrs
Total 88 610,604 29 yrs
Recapitulation of Vessels Transferred for
Operation by U.S. Owners by Nationality Number Gross Tons
Bahamian 2 11,660
Canadian 9 48,697
Cayman Islands 2 4,972
Ghana 1 1,007
Korea, Republic of (South) 1 1,183
Liberian 2 9,377
Mexican 1 1,699
Netherlands Antilles 1 1,962
Norwegian 1 3,162
Panamanian 3 20,497
Singapore 1 2,519
United Arab Emirates 1 4,193
Venezuelan 7 7,623
Total 32 118,551
Sale to Domestic Alien-Controlled
Corporation 12 28,794
Sale to Alien for Scrapping 44 463,259
Total 56 492,053
GRAND TOTAL 88 610,604
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Chapter 3
Domestic Operations

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

The U.S. Great Lakes fleet
consisted of 81 self-propelled
vessels of 1,000 gross tons and
over, of which 58 were active on
September 30, 1988. (See Table
14.) U.S. Great Lakes vessel
operators experienced their most
productive year since 1984 during
this reporting period. Total
tonnage for the three major
commodities, iron ore, coal, and
stone, was 92 million short tons

The ROGER BLOUGH ia a Great Lakes self-unloader.

through September 1988. During
that month, the Lake Carrier’s
Association projected that over
120 million tons would be carried
by mid-January, the end of the
navigation season, if weather and
ice conditions allow late season
operation.

Low lake water levels, which
reduce cargo carrying capacity,
combined with strong demand for
cargo, kept the fleet at near
capacity utilization. Nine older




vessels, with an average age of 57
years, were taken out of service
during the year. Only 19 vessels
remained in lay up. Because of
their age, size, or lack of self-
unloading capability, the laid-up
vessels were maintained primarily
as emergency reserves.

Inland Waterways

As a result of severe drought
conditions in the summer of 1988,
the barge and towing industry
serving the Mississippi River and
its tributaries suffered from record
low river levels, particularly on the

Lower Mississippi. Low water
levels forced restricted barge
loadings and tow sizes throughout
the Western River System.

On June 15, 1988, the
President established the
Interagency Drought Policy

Lower Mississippi River barge traffic was severely disrupted in the summer of 1988. The Tenn-Tom provided significant relief
for cargoes moving on the inland waterway system.
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Committee to monitor the drought
and coordinate the Federal
response. The Maritime
Administrator was a member of
the committee and MARAD staff
were active in preparing and
analyzing reports.

During the period of intense
drought, the controlled-depth
Tennessee-Tombigbee Waterway
(Tenn-Tom) was unaffected and
provided significant relief for
cargoes moving on the inland
waterway system. Shippers were
able to divert some of their cargo,
particularly coal, from the
Mississippi to the Tenn-Tom for
transport to the port of Mobile,
AL. In addition, approximately
900,000 metric tons of grain were
rerouted from river ports through
the Great Lakes ports of Chicago,
Duluth-Superior, and Milwaukee.

The barge movement of
military cargo increased in
FY 1988. In June, the Arkansas
National Guard utilized the
McClellan-Kerr Arkansas River
Navigation System to move about
240 military vehicles from Fort
Chaffee, AK, to Camp Attebury,
IN, for summer training exercises.
Barge and towboat operators
benefited from this upstream cargo
movement while the National
Guard units realized major savings
in transport costs.

During the period, the
Maritime Administration
(MARAD) participated in the
Upper Mississippi River Long-
Term Resource Monitoring
Program, which provides industry
coordination with environmental
planners throughout a five-state
area.

Domestic Ocean
Trades

A number of changes occurred
in domestic ocean services in fiscal
year 1988.

Containerships formerly owned
by United States Lines, Inc. (USL)
were purchased by both Sea-Land
Service Corp. and the Puerto Rico
Maritime Shipping Authority
(PRMSA). Sea-Land put four of
the vessels in a combined foreign/
domestic service involving Puerto
Rico, Jamaica, and U.S. East
and Gulf Coast ports. PRMSA
began operating three former USL
ships in a purely domestic service
between the Commonwealth of
Puerto Rico and the US.
mainland.

Both Ocean Line and Carolina
Atlantic Transportation Service
entered the East Coast-Puerto
Rico trade with weekly tug/barge
service,

Using vessels acquired from
USL, Sea-Land instituted a new
five-ship service between the
U.S. West Coast and Taiwan, with
intermediate domestic calls in
Hawaii and Guam. These sailings
replaced an interim Sea-Land
service from the West Coast to
Hawaii.

Carolina Caribbean Carriers, a
tug/barge operator between the
mainland and Puerto Rico, and
Apex Qil Co., a tanker operator,
filed for bankruptcy and
discontinued serving the
domestic trades in FY 1988.
McAllister Brothers terminated its
New York/Boston container feeder
service in FY 1988, selling the
operation to corporate
management and investors who
reinstituted the service as
Columbia Container Barge Service.

In domestic shipbuilding, the
containership SEA-LAND
KODIAK was delivered to Sea-
Land by Bay Shipbuilding Corp. in
FY 1988 for operation in the
Alaskan trade. The container
barge ISLANDER, slated for the
mid-Pacific service of Matson
Navigation, also was delivered
during the reporting period. Late
in the year, Matson requested bids
from three U.S. shipyards for
construction of a versatile 780-foot
combination container and roll-
on/roll-off vessel to enter its fleet
by 1991.

By the start of the fourth
quarter of the year, there had
been a net decrease of 3.4 percent
in the number of domestic ocean
vessels. This represented a
1 percent decrease in carrying
capacity.

In the Alaskan crude oil trade,
985 voyages were made from
Valdez in FY 1988 by 56 U.S.-flag
and 8 foreign-flag tankers. These
ships transported an estimated
108.5 million long tons of
petroleum cargoes, a 10.4 percent
increase in carriage over
FY 1987. U.S.-flag ships unloaded
at ports in Alaska, on the
Pacific Coast, and in 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 1988, the Chiriqui
Grande terminal at the eastern
end of the Trans-Panama Pipeline
transferred 26.6 million tons of
Alaskan crude oil to U.S.-flag
tankers. These vessels made 357
voyages to Atlantic and Gulf Coast
ports.
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Domestic Tanker
vements

Alaskan crude oil movements
and product shipments between
U.S. Gulf and Atlantic Coast ports
remained the two key trades for
U.S.-flag tankers in FY 1988.
However, U.S. Gulf to East Coast
tanker trade remained slack, due
primarily to increased pipeline
throughput.

As of May 1988, 16 tankers of
1.9 million deadweight tons were
in lay-up. The majority of
employment for the domestic
tanker fleet was provided by the
Alaskan oil trade.

At the close of this reporting
period, freight rates in the
domestic tanker trades were lower
than 1987 levels. Even though
most of the tankers 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.

Offshore Drilling

At the end of FY 1988, there
were 708 units (excluding tenders)
in the world inventory of mobile
offshore drilling units, of which
416 were owned by U.S.-based
companies. Fourteen mobile units
were under construction
worldwide, with four units on
order from U.S. based drilling
contractors.

U.S.-owned rigs decreased by
14 units in FY 1988. On
September 30, 1988, 233 rigs, or
56 percent of the total U.S.-owned
drilling capacity fleet, were
stationed in U.S. waters and all

but five of the total were located
in the Gulf of Mexico.

The utilization of the Gulf-
based mobile drilling fleet climbed
from 54 percent to 67 percent in
the five months from October 1987
through February 1988, then
declined in the spring. An increase
in drilling activity was recorded in
June as operators entered into
drilling contracts in order to retain
leases set to expire at the end of
the month. Increased activity
boosted utilization to 62 percent
during July 1988. Over the
succeeding months utilization
stabilized around the 60 percent
mark recorded at the end of
FY 1988.

The overall increase in
utilization was reflected in slightly
improved day rates. The most
prevalent type of rig in the
Gulf of Mexico is the cantilever
jackup rated for operations in at
least 250 feet of water. At the
end of FY 1988, a rig of this
design could command a rate of
from $10,000 to $15,000 per day in
the Gulf of Mexico. This
compares to a range of from
$9,500 to $13,000 per day at the
end of FY 1987.

The 416 mobile offshore
drilling units in the U.S.-owned
fleet included thirteen rigs that
were in MARAD’s custody during
1988.

During FY 1983, MARAD
approved the sale of 3 of the 13
rigs it held. Two were sold to a
U.S.-based offshore investment
company, of which one was later
resold to a Mexican drilling
company for use exclusively off the
coast of Mexico. The third rig
was sold for alternate use and was
converted to a jack-up crane
barge.

While disposing of three rigs,
MARAD acquired custody of five
others--two jackups, one
semisubmersible and two drillships-
-financed with the aid of Title XI
ship financing guarantees.

As a result of these
transactions, at the end of
FY 1988, MARAD had six
jackups, two semisubmersibles and
two drillships in its custody.
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Table 14: U.S. GREAT LAKES FLEET '--SEPTEMBER 30, 1988

Gross Estimated
Vessels Registered Tons Deadweight Tons
Total 81 1,130,890 2,122,178
Bulk Carriers 69 1,076,893 2,202,600
Active 58 952,923 1,893,765
Temporarily Inactive 1 27,482 44,000
Laid-Up Inactive (More than 12 months) 10 96,488 163,835
Tankers 3 14,022 20,578
Active 3 14,022 0
Temporarily Inactive 0 0 0
Others 2 9 39,975 -
Active 1 3,968 -
Temporarily Inactive 0 - <
Laid-Up Inactive (More than 12 months) 8 36,007 -

! Self-propelled vessels of 1,000 gross registered tons and over.
2 Includes railroad car ferries, auto ferries.
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Chapter 4

Market
Development

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. In
FY 1988, trade specialists assigned
to these offices consulted with the
transportation policymakers of over
1,000 firms engaged in foreign
commerce to encourage the
adoption of a company policy to
utilize U.S.-flag vessels for the
carriage of a fair share of their
oceanborne CoOmmerce.

Voluntary reports from carriers
and shippers indicate that about
$5.9 million in additional ocean
freight revenues for U.S.-flag
vessels resulted from these policy
consultations. Over the last 6
years, more than $60 million in
additional revenue for U.S.-flag
carriers has been generated by this
program.

U.S.-flag operators continued to
use MARAD resources to
strengthen and reinforce their own
competitive marketing initiatives in
FY 1988. Under the Market Lead
System, MARAD provides market

intelligence from private and
Government sources to U.S.-flag
vessel operators. These notices
identified more than 100 individual
business opportunities having cargo
potential for the carriers during
this reporting period.

MARAD actively participated
in some 80 seminars, forums,

- workshops, and other meetings

involving 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 Little
Rock, AK, 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.

During the year, a series of
meetings with individual liner
operators was initiated to improve
the effectiveness of their marketing
interface with MARAD.

Market Analysis and
Planning

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

In fiscal year 1988, a report on
U.S. imports and exports
transshipped through Canada was
published. It indicated an upward
trend for tonnage and value of
cargo moved during the year 1986,

the most recent year for which
final Bureau of the Census data
were available.

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.
Numerous trades were examined
on an ad hoc basis. Some 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 1987, the
liner trade between the two
countries totaled 5.1 million tons
valued at $6.7 billion, which
represented an increase of $1.4
billion over the previous year.
U.S.-flag liner vessels lifted 7
percent of the overall liner trade
by weight and 25 percent by value.
Chinese-flag vessels lifted 11
percent by weight and 16 percent
by value. The results for both
U.S. and Chinese-flag vessels are
comparable to the previous year.

Preference Cargoes

Monitoring of compliance with
United States cargo preference
laws is essential in encouraging
Federal agencies to maximize the
use of US.-flag vessels. MARAD
is responsible for overseeing
compliance and reporting results
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to the U.S. Congress under three
principal laws. These 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 activity 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.);

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

o The Cargo Preference Act of
1954 (Public Law 83-664), which
requires that at least half of all
Government-generated cargo
subject to the law be transported
on privately owned U.S.-flag
commercial vessels if they are
available and at fair and
reasonable rates. In 1985,
amendments were made to the
Merchant Marine Act, 1936,
requiring that the percentage of
certain agricultural cargoes moving
on U.S.-flag vessels increase from

50 to 75 percent over a three-year
period commencing in April 1986.

To assure that all cargo
preference laws are followed,
D monitors the shnppmg
activities of 70 Federal agencies,
independent establishments, and
Government corporations. (See
Table 15). With the exception of
the Eximbank, for which records
are maintained over the life of a
loan or guarantee, and the DOD
commercial confractor cargoes,
statistics for all other programs
are monitored on the basis of
either a calendar-year or 12-month
program.

A computenzed repomng
system enabled MARA

The STAR OF TEXAS being loaded with approximately 34,000 tons of sacked flour destined for Egypt.
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to the U.S. Congress under three
principal cargo preference laws.

These laws are:

« 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 activity 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.);

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

o The Cargo Preference Act of
1954 (Public Law 83-664), which
requires that at least half of all
Government-generated cargo
subject to the law be transported
on privately owned U.S.-flag
commercial vessels if they are
available and at fair and
reasonable rates. In 1985,
amendments were made to the
Merchant Marine Act, 1936,
requiring that the percentage of
certain agricultural cargoes moving
on U.S.-flag vessels increase from
50 to 75 percent over a three-year
period commencing in April 1986.

To assure that all cargo
preference laws are followed,
MARAD monitors the shipping
activities of 70 Federal agencies,
independent establishments, and
Government corporations. (See
Table 15.) With the exception of
the Eximbank, for which records
are maintained over the life of a
loan or guarantee, and the DOD
commercial contractor cargoes,
statistics for all other programs
are monitored on the basis of
either a calendar-year or 12-month
program year.

A computerized reporting
system enabled MARAD to
process 22,700 bills-of-lading for
1987. These documents covered
civilian agencies, some DOD
contractor shipments, Eximbank,
and most Foreign Military Sales
Credit (FMSC) Program cargoes.
The equivalent of 40,000 bills-of-
lading that embrace Military
Assistance Program (MAP) and
FMSC shipments also were
processed using computer tapes
provided by DOD.

Agencies Not in Full
Compliance with
Public Law 83-664

U.S. Department of Agriculture
(USDA) failed to achieve the
statutory U.S.-flag participation for
the P.L. 480, Title I Program for
the reporting period of April 1,
1987 through March 31, 1988.

The shortfall in the required
U.S.-flag participation was not a
result of the unavailability of
U.S.-flag vessels. It appears to

have resulted from a failure by
USDA to approve enough
U.S.-flag vessels which would have
completed their loading sufficiently
in advance of the end of the
accounting period.

In 1987, several of the
Department of Defense’s
contracting agencies did not
achieve the required U.S.-flag
participation under Public Law 83-
664. However, MARAD does not
view the foreign-flag vessel
carriage of these agencies’ cargoes
as overt violations of either of the
statutes. In 1987 the DOD
agencies were still in the process
of carrying out full-scale
operations which addressed the
cargo preference clauses and the
drafting of procedures to
implement these clauses in their
contracts.

The Agency for International
Development (AID) for the Public
Law 480, Title II program, failed
to comply with MARAD’s
regulation 46 CFR 381.3, which
requires that Federal agencies are
to provide MARAD with bills-of-
lading, or the data contained
thereon. AID did not provide the
required documents/information
after repeated requests for the
material by MARAD.
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process 22,700 bills-of-lading for
1987. These documents covered
civilian agencies, some DOD
contractor shipments, Eximbank
and most Foreign Military Sales
Credit (FMSC) Program cargoes.
The equivalent of 40,000 bills-of-
lading that embrace Military
Assistance Program (MAP) and
FMSC shipments also were
processed using computer tapes
provided by DOD.

Agencies Not in Full
Compliance
with Public Law 83-864

U.S. Department of Agriculture
(USDA) failed to achieve the
statutory U.S.-flag participation for
the P.L. 480, Title I Program for
the reporting period of April 1,
1987 through March 31, 1988.

The shortfall in the required
U.S.-flag participation was not a
result of the unavailability of
U.S.-flag vessels. It appears to
have resulted from a failure by
USDA to approve enough
U.S.-flag vessels which would have
completed their loading sufficiently
in advance of the end of the
accounting period.

In 1987, several of the
Department of Defense’s
contracting agencies did not
achieve the required U.S.-flag
participation under Public Law 83-
664. However, MARAD does not
view the foreign-flag vessel
carriage of these agencies’ cargoes
as overt violations of either of the
statutes. In 1987 the DOD
agencies were still in the process
of carrying out full-scale
operations which addressed the
cargo preference clauses and the
drafting of procedures to
implement these clauses in their
contracts.

The Agency for International
Development (AID) for the

Public Law 480, Title II prcgram,
failed to comply with MAF
regulahon 46 CFR 3813, whxch
requires that Federal agencies are
to provide MARAD with bills-of-
lading, or the data contained
thereon. AID did not provide the
required documents/information
after repeated reqnests for the
material by MARAD.

Ocean Freight Differential

Amendments to the Merchant
Marine Act of 1936 made in 1985
require MARAD to reimburse the
USDA’s Commodity Credit
Corporation (CCC) for ocean
freight differential (OFD) costs
between U.S.-flag and
foreign-flag vessels. This involves
OFD costs for increased U.S.-flag
share of agricultural shipments
exported under certain specified
export programs (Public
Law 83-480 and Section 416
programs). OFD cost is defined
as the difference between the cost
of shipping a cargo on a U.S.-flag
vessel and the cost of shipping on
a foreign-flag vessel.

USDA continues to be
responsible for funding OFD costs
for the first 50 percent share of
cargo that must move in U.S.-flag
vessels under each program.
MARAD is responsible for the
OFD costs above 50 percent, not
to exceed the legislated increments
of 60 percent in the first
USDA/CCC Cargo Preference
Year (April 1, 1986 to March 31,
1987), 70 percent in the second
year (covered by this report) and
75 percent in the third and
subsequent years. MARAD
borrows from the U.S. Treasury
funds needed to reimburse
USDA/CCC for the approved
OFD amounts within agreed upon
time periods. The 1988
appropriation provided funds for
1988 and future years to repay

borrowing from Treasury. During
the report year, which commenced
April 1, 1987, MARAD’s share of
the OFD based on fully supported
CCC invoices received when this
report was prepared, has
amounted to $39,185,894.

The 1985 amendments to the
Merchant Marine Act also
required MARAD to reimburse
CCC for any ocean freight costs
that exceed 20 percent of the sum
of ocean freight, OFD and value
of commodities disbursed by them
covering shipments during the
fiscal year. Through FY 1988 this
provision did not reguire any
payments by MARAD.

Additionally the 1985
amendments require that certain
steps be taken, as may be
necessary and practicable, without
detriment to any port range, to
preserve for U.S. Great Lakes
ports each year through CY 1989
the percentage share or metric
tonnage (whichever is less) of
Public Law 480, Title II bagged,
processed, or fortified commodities
as exported through these ports
during CY 1984. According to
the USDA, 245,338 metric tons,
representing 20 percent of the
total of these Title Il commodities,
were exported through Great
Lakes ports during CY 1984.
During the program year, which
began on April 1, 1987, the
quantity of these Title II
commodities shipped through
Great Lakes ports amounted to
248,011 metric tons. This satisfies
the minimum tonnage requirement
specified in the statute.

DOD Commercial
Contractor Shipments

Agreements have been executed
by MARAD with the Departments
of Army, Navy, and Air Force, the
Corps of Engineers, and the




Defense Logistics Agency covering
their commercial contracting
activities. Under these
agreements, MARAD assists DOD
and its commercial contractors and
suppliers in securing appropriate
U.S.-flag shipping services and in
the monitoring of these cargoes.

The 1987 statistics for Cargo
Preference Act of 1904 cargoes
shown in Table 15 include only a
portion of the commercial
contractor cargoes generated by
these agencies, because a number
of DOD’s contracts in 1987 still
did not contain the bill-of-lading
reporting provision.

DOD’s Troop Support cargoes
which are processed by MTMC
and MSC are listed separately. A
breakdown of tonnage between
U.S.-flag privately owned and U.S.
Government-owned vessels is also
included. The data is provided by
the MSC, with no independent
MARAD verification. Precise
revenue data from the MSC are
not available.

The Army, Navy, and the
Defense Logistics Agency failed to
achieve 100 percent U.S.-flag
participation in their commercial
contracting activities during CY
1987. Only a small portion of
foreign-flag participation was due
to the non-availability of U.S.-flag
vessels. The primary reasons for
the shortfalls were inconsistencies
previously existing in the Defense
Acquisition Regulation provisions,
the absence of appropriate U.S.-
flag provisions in a subsequent
number of DOD’s contracts, and
some procuring agencies’ lack of
experience with cargo preference.
However, significant increases in
the U.S.-flag participation have
occurred since MARAD initiated
its activity with DOD, and these
problems have been addressed by
recent agreements between
MARAD and the DOD con-

tracting commands concerning
implementation of the Federal
Acquisition Regulation (FAR),
which became effective on April 1,
1984. The FAR clearly states that
DOD cargoes are covered by the
Cargo Preference Act of 1904,
making them subject to a 100
percent U.S.-flag requirement.

The establishment of permanent
DOD wide procedures by the
Defense Acquisition Counsel is
expected ultimately to remove the
current problems with DOD’s
contracts concerning cargo
preference.

International Cooperative
Projects’ Contractor Shipments

Consistent with international
cooperative agreements, DOD
participates with our NATO allies
in joint procurement of certain
items used in common by our
defense establishments. Because
the U.S.-flag requirement remains
at 100 percent for DOD’s in-
volvement in such procurement,
actual U.S.-flag participation by
statute cannot be less than the
percentage relationship of the U.S.
Government’s financial par-
ticipation in the particular
cooperative project. Therefore,
U.S.-flag actual performance in
these projects can legitimately be
less than 100 percent of the total
tonnage reported. This concept
was confirmed through exchanges
of letters between DOD and
MARAD in 1982 and 1983. DOD
agreed to insert a provision in
every Memorandum of Under-
standing for Cooperative
Procurement reflecting this concept
for U.S.-flag utilization. Because
of the sensitivity of these projects,
none are specifically named, but
all projects’ shipping activities are
incorporated into the total for this
category.

This first reporting of DOD’s
international cooperative projects

includes the shipments of prior
years which were never reported.

U.S.-flag participation in all
projects has exceeded the
minimum level specified in the
Memoranda of Understanding.
Therefore, full compliance with the
governing cargo preference statutes
is being achieved.

Strategic Petroleum Reserve

In order to develop and
maintain a Strategic Petroleum
Reserve (SPR), in 1977 the U.S.
Government announced its
intention to store 750 million
barrels of crude oil in salt domes
along the U.S. Gulf Coast. At the
end of 1987, 541 million barrels of
crude oil had been stored at five
SPR sites.

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

In calendar year 1987, U.S.-flag
tankers carried SPR cargo
amounting to 1.3 billion long
ton/miles (50 percent). This
carriage generated $7 million in
revenue, which is higher than the
1986 level ($5.4 million) due to
the increased oil acquired under
the program.

Eximbank

The Eximbank program’s total
ocean freight revenues decreased
from $15.9 million in 1986 to $10.5
million in 1987. In CY 1987,
U.S.-flag operators earned $8.3
million--78 percent of total ocean
freight revenues. This decline
resulted from reduced new
projects and completion of others.
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Public Law 664 Cargoes:

U.S.-Flag Total U.S.-Flag Percentage
Revenue Metrig Metric U.S.-Flag
Program ($1,000) Tons Tons Tonnage
Agency for International Development (AID}):
Loans and Grants 46,035 1,247,499 645,476 52
P.L. 480 - Title II 153,926 2,147,947 1,573,947 73!
Section 416 59,691 1,384,612 992,553 721
Department of Agriculture:
P.L. 480-Title /I 190,777 4,915,000 3,411,988 69 14
Department of Commerce:
Agencies 832 2,982 1,109 378
Department of Defense (DOD):
oreign Military Sales Credit and
MAP Merger Programs 30,376 119,578 97,410 8232
Department of Energy:
nneville Power Administration 28 449 132 29 5
Strategic Petroleum Reserve 7,000 3,569,492 1,803,036 516
Other Agencies 770 3,464 2,907 84
Department of Health and
uman Services 25 55 28 51
Department of Justice:
ederal Bureau of Investigation 12 7 7 100
National Aeronautics and Space Administration 402 407 311 76
National Science Foundation 2,664 31,151 31,059 100
General Services Administration 1,018 1,143 946 83
Department of Transportation
Urban Mass Transportation
Administration 4,036 6,985 4,332 62 3
Coast Guard 150 232 232 100
U.S. Information Agency 315 1,082 604 56
Department of State:
oreign Building Office 1,208 62,62 4382 70
Other Agencies (not including AID) 2,671 5,388 4,856 90
Turnkey-Security Upgrade 313 1,247 1,129 91
Other Agencies 4 5 5 100 7
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Public Resolution 17 Cargoes:

U.S.-Flag
Total Freight Preight Percentage
Revenue Revenue U.S.-Flag
rt-Import Bank $ 10,588,889 $8,320,724 798
P

Cargo Preference Act of 1904 Cargoes:

Percentage of Total
Metric Tons © Troop Support Cargoes

Department of Defense Troop Support Cargoes 12
Military Sealift Command SCS

U.S.-flag privately owned vessels 12,139,840 91.4
U.S.-flag vessels less than years under U.S. registry - -
U.S. Government owned vessels 187,048 14
Grand Total U.S.-flag carriage of MSC
Troop Support Cargoes 13,278,343 92.8
U.S.-Flag Total U.S.-Flag Percentage
Revenue Metric Metric U.S.-Flag
Program ($1,000) Tons ° Tons ° Tonnage

Department of Defense Commercial
Contractor Cargoes: 112

Army Material Command 1,979 12,512 11,815 94
Air Force 1,308 5,429 5,429 100
Corps of Engineer 836 1,959 1,959 100
Defense Logistics Agency 7,608 42,793 35,757 84
Nal\;y 5,221 25,579 25,154 98
Total U.S.-flag carriage of Department of Defense
Commercial
Contractor Cargoes 16,952 88,272 80,114
Department of Defense International
Cooperative Projects:
Prior years’ shipments 2,135 13,397 10,584 79
CY 1987 Shipments 410 2,135 2,032 96
Cash Transfer 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)
Israeli Cash Transfer Program 27,994 1,635,292 876,235 54 11

' The Food Security Act of 1985 (P.L.) 99-198) impacted on the P.L. 480 Title I, II, III, and Section 416 programs by changing
the reporting period from a calendar year to a 12-month period, commencing April 1, 1986 through March 31, 1987 and by
increasing the U.S.-flag share from 50 to 75 percent over a 3-year period. e required U.S.-flag share for the current
reporting period, April 1, 1987 to March 31, 1988, is 70 percent.

2 Includes civilian agencies, Department of Defense (DOD) Foreign Military Sales Pro , and a partial listing of DOD
commercial contractor shipments. DOD Troop Support cargoes processed by the MSC are also reported.
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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 70 percent U.S.-flag participation level. Sufficient U.S.-flag service was available on
a timely basis which would have enabled the agency to meet the cargo preference compliance requirement.

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

8 MARAD accounts for the SPR program on the basis of long term miles (LTM). In CY 1987 this program provided a total
of 2.6 billion LTM of which U.S.-flag carriers derived 1.3 billion LTM or 50 percent.

7 Cargo of government and private agencies that gencrated less than 100 metric tons of cargo in 1987. The agencies which
reported in 1987 are Drug Enforcement Administration; Geological Survey; Labor Department; National Oceanic and
Atmospheric Administration; Smithsonian Institute; Treasuzry Department; U.S. Customs; Veterans Administration.

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 .284 metric
tons per measurement ton.

10 DOD’s contracting activities are subjected to the Cargo Preference Act of 1904 (10 USC 2631). P.L. 664 impacts 10 USC
2631 requiring that ?rivately owned U.S.-flag vessels must be used for at least 50 percent of DOD’s 100 percent U.S.-flag
requirement. DOD’s contractors must use privately owned U.S.-flag commercial vessels for 100 percent of their cargoes since
such cargoes are processed totally within the commercial transportation environment.

1 While statistics are shown for CY 1987 shipments, Israeli cash transfer program is maintained on a fiscal year basis. This
reflects the terms of the side letter executed each year between the government of Israel (GOI) and AID. On a fiscal year
1987 basis, GOI shipped 54.0 percent on U.S. flag vessels:

U.S.-Flag Total U.S.-Flag Percentage

Revenue Metric Metric U.S.-Flag
Program ($1,000) Tons Tons Tonnage
AID/Israeli Cash Transfer FY 1987 $26,872 1,530,282 827,123 54

12 MARAD is unable to verify the Troop Support cargo data since complete information was not available in time for this
report.

13 Data reflects only a partial listing of DOD’s contracting activities due to the time required for DOD to update its active
contracts to include the full U.S.-flag shipping provisions contained in the FAR.




Chapter 5

Intern

The Maritime Administration
(MARAD) provides technical
assistance in port and intermodal
planning and operations to State
and local port authorities,
private industry and foreign
governments. It also develops
contingency plans for the
utilization of ports and port
facilities to meet defense needs

in times of national emergency or
war. (Sec also Chapters 8 and 9.)

the Nation’s economy and military
security.

Annual Report on Poris

The Secretary of Transportation
is required by Public Law 96-371
to submit a report to Congress on
the status of public ports of the
United States. The combined
report for calendar years 1986 and
1987 examined the composition of
the port industry, highlighted
issues and problems, and reviewed
the importance of U.S. ports to

Port and
Development

MARAD continued, in
FY 1988, to promote the use of
real-time marine research
simulation, by the US. Army
Corps of Engineers and others for
testing alternative port channel
widths and configuration designs to
reduce the cost of maintenance
dredging and deepening projects in
U.S. harbors.

Lykes Bros. containership taking on cargo in New Ozleans.




Technical Assistance 0
the Port Industry

MARAD continued to provide
technical assistance to the port
industry through two major
programs and several projects
dedicated to strengthening the role
of U.S. ports in economic
development and national defense.
This involved the development of
various analytical reports,
methodologies and data systems
for improving planning,
productivity, and the general
efficiency of port management and

marine terminal operations. These
technical projects were cost-shared
by MARAD and appropriate State
or local port authorities and
private sector organizations.

Port and Intermodal
Planning Program

The Agency’s 1988 cost-shared
port and intermodal planning
program included cooperative port
development studies with local,

State, and regional port agencies
and associations; port planning and
management information systems;
and financial and economic impact
analysis projects. Emphasis
continued to be placed on
developing generic methodologies
usable by any U.S. port or region.
This included development of
appropriate software for use on
MiCrocomputers.

Projects under this program
which were completed, continued,
or initiated in FY 1988 are listed
below:

Projects Completed

Description

Port Facilities Data Base Evaluation

Strategic Planning Handbook

National Economic Impact Model

Port Executive Information System

National Petroleum Council

Government Shipping Research

Implemented changes in the hardware, software, and

data record configuration of the Agency’s automated

Port Facilities Inventory.

Chaired a special subcommittee of the American
Association of Port Authorities (AAPA) Planning and
Research Committee, which developed a Port Strategic
Planning Handbook to assist ports in evaluating their
total operating environments for long-term planning

purposes.

Completed development of an automated MARAD
Input-Output Model to determine economic
contributions of the various sectors of the U.S.

maritime industry.

Completed a cooperative cost-shared agreement with
the AAPA to develop a microcomputer-based Executive
Information System that will provide select operational,
financial and marketing information to senior port

executives.

Developed data for the National Petroleum Council on
petroleum storage capabilities at U.S. coastal and Great
Lakes ports which will be used in an assessment of the
U.S. petroleum industry.

Managed five projects selected and contracted for
under the MARAD Government Shipping Research
Program which explore ways to improve shipping
practices and lower transport costs of P.L. 480 cargoes.




Projects Completed

Description

Sea Grant Cooperation

Caribbean Port Tariff Analysis

Port Training Program

Port Training Technical Paper

Port Technologies Conference

Completed an agreement with the National Sea Grant
College Program to cooperate in reviewing technical
proposals, planning joint seminars, exchanging technical
information and resources, and cost-sharing research
projects.

In conjunction with the Office of the Secretary of
Transportation, completed a comparative analysis of
marine terminal tariffs and tariff changes in Caribbean
Basin ports.

Completed a cost-shared study with the Organization of
American States which provided the foundation for a
S-year training program for mid-level and senior port
officials in Latin American and Caribbean ports that
will be implemented for member states during FY 1989.

Prepared a technical paper on port training which was
presented to Latin American and Caribbean port repre-
sentatives at the 77th Annual Convention of the AAPA,

Co-sponsored and served as Program Chairman of the
first national conference of the U.S. Section of the
Permanent International Association of Navigation
Congresses on port, vessel and waterway technologies
for the 1990s.

Ongoing Projects

Description

Upper Mississippi River Transportation
Economic Study

National Port Assessment (1990-1995)

Port Expenditure Survey

Continued to serve on the Steering Committee for the
Upper Mississippi River Transportation Economic
Study. A consortium of five Upper Mississippi River
states, MARAD, and the Department of Agriculture
are participating in this economic analysis and modeling
of measures of efficiency for river operations.

Continued working on the second edition of the
MARAD National Port Assessment (1990-1995). The
analysis includes anticipated data, forecasts, hinterlands,
facilities, supporting maps, etc.

Continued data analysis of the industry-conducted
survey to update the MARAD report United States Port
Development Expenditure Survey, which profiles major
expenditures for new construction, modernization, and
rehabilitation.




Ongoing Projects

Description

Port Facilities Inventory

U.S. Stevedoring Industry Study

Contmued maintaining, operating, and updatmg

IARAD’s port facility mventory for inland river and
ocean ports and assisted in integrating the database
into the Agency’s Maritime Statistical Information
System.

Continued to develop a national update and expansion
of the MARAD report, The Stevedoring and Marine
Terminal Industry, with the National Association of
Stevedores.

Projects Initiated

Description

MARAD Port Data System Relationships

Inland Origin and Destination Data

Began an assessment of port models and data bases
available at MARAD in order to maximize their utility
to industry.

Initiated efforts to integrate the new Bureau of the
Census data on the inland origin and destination of
U.S. foreign waterborne trade with Data Resources,
Inc’s World Sea Trade System reports currently received
in MARAD.

Port and Intermodal
Operations Program

This cost-shared program helps  and waterways. The program also Projects completed, ongoing, or
improve productivity in the provides planning for emergency initiated in FY 1988 are described
operation of facilities, equipment, operating conditions at ports in below:

time of crisis or war.

Completed Projects

Description

Intermodal Equipment Inventory

Prepared and distributed the Inventory of American
Intermodal Equipment--1987, a comprehensive statistical
review and classification of equipment owned by American
steamship and container leasing companies.

37



Completed Projects

Description

Marine Terminal Productivity Roundtables

Regional Automated Cargo Release System

Coal Export Marine Terminal Capacity

Climate Change Conference

Environmental Impact Seminar

Inventory of Port Training

Developing Countries Intermodal Container
Capability

Safety and Environmental Protection
Reports

Marine Pollution Workshop

Sponsored a national Roundtable on productivity in U.S.
marine container terminals in cooperation with the
National Academy of Sciences’ Marine Board and senior
industry, Government, and labor leaders. Participated in
the first regional productivity Roundtable, sponsored by the
Master Contracting Stevedoring Association of the Pacific
Coast.

Completed a cooperative agreement with the Golden Gate
Ports Association to research the requirements and develop
a generic design of an automated import cargo release
system for U.S. that plan to use the U.S. Customs’
Automated Commercial System.

Prepared and distributed the MARAD publication Existing
and Potential U.S. Coal Export Loading Terminals.

Co-sponsored and participated in the First North American
Conference on Preparing for Climate Change held in
Washington, D.C. Discussed the impact of worldwide sea
level rise due to projected global temperature increases.

Assisted in planning the first International Maritime
Organization Seminar on Mitigation of Environmental
Impacts on Port Development in Developing Nations.

Completed worldwide inventory of training programs for
marine terminal managers as input to ongoing discussions
with industry to develop and conduct a two-week training
course for marine terminal supervisory personnel at the
U.S. Merchant Marine Academy.

Prepared report on intermodal container facilities in
Africa, South America, and Asia to assist in an evaluation
of a US.-flag carrier’s shipbuilding plans.

Prepared and distributed four separate issues MARAD’s
Report on Port and Shipping Safety and Environmental
Protection.

Assisted the Environmental and Policy Institute of the
East-West Center located in Hawaii in organizing and
conducting a workshop on "Preventing Marine Pollution
from Ships in the Peoples Republic of China."
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Completed Projects

Description

Maritime Security Training

Maritime Security Demonstration

In cooperation with the U.S. Department of State, Office
of Diplomatic Security, maritime security briefings were
conducted for law enforcement security personnel from the
Philippines, Greece, and Tunisia.

Conducted a demonstration for the U.S. Coast Guard and
the State Department of the Anti-Shipping Activities
Message Program that has been developed by the Defense
Mapping Agency.

Ongoing Projects

Description

Interagency Environment and Hazard
Liaison

Interagency Group on Terrorism

Container Transport by River Barge

Maintained liaison with the U.S. Coast Guard,
Environmental Protection Agency, State Department, U.S.
Army Corps of Engineers, and other agencies on matters
pertaining to activities of the Shipping Coordinating
Committee, the Chemical Transportation Advisory
Committee, and the Towing Safety Advisory Committee.

Continued to serve as a member of the Department of
State’s Inter-Department Group on Terrorism which
coordinates international training activities to combat
terrorism and reports to Congress each calendar year.

Continued to represent the United States on an
international working group on container barge transport
by inland vessel, sponsored by the Permanent International
Association of Navigation Congresses. A final report is
scheduled to be published in 1989.

Projects Initiated

Description

Overweight Marine Containers

Double-Stack Domestic Transport

Participated in industry and Government discussions and
various study efforts concerning the issue of overweight
marine containers moving on U.S. highways. Prepared a
position paper on a proposed remedial concept utilizing a
licensing process.

Prepared a request for proposals for a cost-shared study
with the Federal Railroad Administration to examine the
potential of double-stack con<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>