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Robert J. Blackwell, Assistant Secretary of Maritime Affairs (center),
in Moscow, May 1973 with members of U.S. Delegation,

which negotiated modifications to the

U.S./U.S.S.R. Maritime Agreement




Admmlstratlon

Fiscal Year 1973

wt OF
«¢‘ 9 oﬁ

U.S. DEPARTMENT OF COMMERCE
Frederick B. Dent, Secretary
John K. Tabor, Under Secretary

MARITIME ADMINISTRATION
Robert J. Blackwell,

Assistant Secretary
for Maritime Affairs

APRIL 1974

O\,UT! O/\/

'96‘4

2 @
e e

7776-191°

For sale by the Superintendent of Documents, U.S. Government Printing Office,
Washington, D.C., 20402. Price $1.45



Contents

Letter of Transmittal.......... ....
Introduction & Summary
Chapter 1 Shipbuilding...... . .

Contract Awards
Construction Subsidy
Ship Deliveries
Title XI Guarantees
Capital Construction Fund
Construction Reserve Funds
Trial & Guarantee Surveys
Ship Design
Shipbuilding R&D .. ..............
Shipbuilding Productivity
LNG Technology
Value Engineering
Shipyard Improvements
EEO—Ship Construction
Minority Employment
Women

Chapter 2 Ship Operations
Status of US Fleet
Operating Subsidy

ODS—-Soviet Grain
Contract Auditing
ODS Contracts Awarded
Pending ODS Applications
Passenger Ships

SS UNITED STATES
Subsidy Index System
Sec. 804 Activities
Trade Routes
Ship Operations R&D

Advanced Ship Machinery

Nuclear Merchant Ship

Shipboard Automation

Communication—Navigation. . . .

SOIS

Computer Aided Operations . ...

Maritime Research Centers . ...

NMRC—Kings Point

NMRC—=Galveston
EEO—Ship Operators
Repair & Maintenance
MarAd Advisories
Foreign Transfers

.........

................

page

=

page
Chapter 3 Domestic Operations .. 23
Promotion . .............. .. ..... 23
Intercoastal ......... ... ... .... 24
Non-Contiguous . ................ 24
Inland Waterways ................ 24
Greatlakes .. ....... ... ... .. ... 25
Chapter 4 Commercial
Development ... .. ................ 27
Cargo Promotion ................ 27
National Maritime Council ......... 28
Cargo Preference ................ 29
Publiclaw 664 .. ............ 29
Public Resolution 17 .......... 30
Intermodal Systems .............. 31
Port Development . ..............: 33
Technical Assistance ......... 33
Port Promotion .............. 33
Port R&D .. ................ 33
Chapter 5 Pollution Abatement... 34
U.S./US.S.R. Agreement .......... 34
Research & Development .......... 34
Reception Facilities .. ............. 35
Domestic Waterways .. ............ 35
Chapter 6 Maritime Manpower ... 37
Seaman Training . . ............... 37
Merchant Marine Academy ......... 37
State Maritime Schools . ........... 37
labor Data ............. ... ... 38
Labor Relations .. ................ 38
Merchant Marine Awards .......... 38
Chapter 7 National Security --- - - - 39
Reserve Fleet .. ................. 39
Material Control ............. 39
Reactivation Program ......... 39
Ship Sales ................. 41
War Risk Insurance . .............. 41
Marine Insurance ................ 42
MarAd/Navy Projects .. ........... 43
Emergency Readiness ............. 43
Chapter 8 International Activities. 45
U.S./U.S.S.R. Agreement .......... 45
U.S./US.S.R. Exchange .......... 46
Shipping Attachés ............... 46
International Meetings ............ 46



Chapter 9 Administration
Maritime Subsidy Board
Administrative Law Judges
Internal Management
Suits & Claims
Management Information
Program Planning
Economic/Analytic Studies
Personnel

Employment
Equal Opportunity
Training
Awards
Installations & Logistics
Material Control
Real Property
Accounting

Chapter 10 Region Activities
Eastern Region
Central Region
Western Region

Shipping Studies and Reports. . . ..

Charts:
I Federal Ship Financing
Guarantee Program
Il Market Development Offices ..
] MarAd Organization Chart . ...
vV MarAd Field Organization ....

Tables:
1 CDS Contracts Awarded FY73 . ...
Ships Under Construction/Con-
version in US Shipyards . ...
Pending Applications for CDS .. ..
Ship Deliveries, FY73
U.S.-Flag Carriage of Government-
Sponsored Cargoes, CY72
Maritime Manpower, Daily Average
Employment '
Reserve Fleet, 1945-1973
Reserve Fleet, June 30, 1973 . ...
Marine & War Risk Insurance
Approved FY73
Suits & Non-litigated Claims .. ..

o1 b Ww

O 00 N

10

page

Appendixes:

I
i

v
\Y
Vi

Vil
Vil

Xl

Wl
XHi

b\
XV

XVi
XVIi
Xvii

XIX
Exhibit

1
2
3
4

Merchant Fleets of the World,
Dec. 1972
Ship Deliveries (World), CY72
Employment of U.S.-Flag
Merchant Fleet
Maritime Subsidy Expendi-
tures
Ship Financing Guarantees,
Approved in FY1973 ..
Mortgages Executed, Com-
mitted in Previous FY ..
Construction Reserve Funds .
Ships Under CDS, June 30,
1973
R&D Contracts Awarded in
FY73
Status of U.S. Merchant Ma-
rine, June 30, 1973 ..
Combined Condensed Finan-
cial Statements of Sub-
sidized and Unsubsidized
Operators
ODS Contracts In Force, June
30, 1973
ODS Contracts Approved for
Transportation of Grain
to USSR, .........
ODS Accruals & Expenditures
by Calendar Year
ODS Accruals & Expenditures
by Lines
Approvals for Foreign Trans-
fers
U.S. Oceanborne Foreign
Trade (Tonnage)
| U.S. Oceanborne Foreign
Trade (Value)
Capital & Special Reserve
Funds

.........

...........

.....
...........

s (Financial Statements):

Balance Sheet
Statement of Equity
Statement of Operations

Statement of Sources & Application
of Funds

62
66

68
69
70

71
71

72
72
78

79
81

84
86
87
88
89
90

91

92
94
95



THE SECRETARY OF COMMERCE
Washington, D.C. 20230

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

Sirs:

I have the honor to submit the Annual Report of the Maritime Administration
for fiscal year 1973.

During the year, the Maritime Administration made substantial progress
in implementing the maritime program as embodied in the Merchant Marine
Act of 1970.

An unprecedented level of shipbuilding activity was generated with the
aid of the construction-differential subsidy program. Contracts for the
construction of 17 new vessels and conversion of three freighters into
containerships were awarded during the year. The value of these awards
approximated $1.3 billion. With the signing of these contracts, the
volume of shipbuilding under the 1970 Act reached $2.4 billion, covering
the construction of 47 new vessels and 16 containership conversions. }
These orders will generate nearly 120,000 man-years of work for employees
in American shipyards and allied industries.

During the year, a milestone agreement was reached with the Union of
Soviet Socialist Republics governing maritime relations between the two
nations. This historic pact, which was signed on October 14, 1972,
provided merchant ships of each nation with more open access to ports of
the other and extended to each nation's fleet the opportunity to carry
equal and substantial portions of the oceanborne trade moving between the
two countries.

In these and numerous other areas, I believe that this report presents
concrete evidence that the Maritime Administration and the American
maritime industry are making steady progress in achieving the goal of

the Merchant Marine Act of 1970 -- the restructuring of the American
Merchant Marine to transform it into one of the most modern and efficient
fleets on the high seas.

Respectfu]]yi
25 0 Dt

Secretary of Commerce
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Introduction

BY ROBERT J. BLACKWELL
Assistant Secretary of Commerce
for Maritime Affairs

Fiscal year 1973 was one in which the American
maritime industry made significant headway in
reaching President Nixon’s goal of a revitalized
U.S.-flag merchant marine. A large volume of new
ship orders were placed during the year—ships
which will substantially upgrade the U.S. fleet's
carrying capacity in the years ahead.

As the primary federal agency charged with
implementing the President's maritime program
under the Merchant Marine Act of 1970, the Mari-
time Administration also made substantial prog-
ress during the year. Continued efforts to realign
its programs and organization to reflect the pro-
gram’s dimensions and the needs of the U.S.
maritime industry began to bear fruit during the
year.

Shipbuilding

A record volume of shipbuilding orders under the
agency's construction-differential subsidy program
highlighted the year’s activities. Contracts valued
at almost $1.3 billion were awarded during the
year for the construction of 17 new ships and the
conversion of three freighters into highly produc-
tive containerships.

Award of these contracts brought the total
volume of shipbuilding activity under the Presi-
dent’s maritime program to nearly $2.4 billion,
comprising the construction of 47 new ships and
16 containership conversions. These orders repre-
sent nearly 120,000 man-years of work for ship-
yard employees and those in related industries.

Largely because of the shipyard work gener-
ated by the program, the American shipbuilding
industry at the end of the fiscal year had the larg-
est peacetime backlog of merchant-ship construc-
tion orders in its history. As of June 30, 1973, 83
ships, aggregating 5.4 million deadweight tons,

& Summary

were on order or under construction. These vessels
had a total value of about $2.9 billion.

The year’s ship construction program was
also notable in that the first contracts for the con-

- struction of nine liquefied natural gas (LNG) car-

riers, which carry their cargoes at a temperature
of minus 260 degrees Fahrenheit, were placed
with U.S. shipyards. The LNG contracts, which
were awarded to three shipyards, heralded the
entry of American shipbuilders into an important
new market for their services. The other ship--
building contracts awarded during the year will
permit continuation of the series construction of
tankers and roll-on/ roll-off ships at four yards initi-
ated in previous years.

Under the President’'s program, American
shipyards are encouraged to increase their pro-
ductivity to upgrade their competitiveness in the
world market and reduce their dependence on
government construction aid. The 1970 Act pre-
scribes a descending scale of guideline subsidy
rates to effectuate this provision of the program.
In fiscal year 1973, the applicable construction
subsidy guideline rate was 41 percent.

All of the shipbuilding contracts awarded dur-
ing the year bettered this goal, reflecting the
strenuous and continuing efforts by U.S. ship-
builders to hold down their costs in relation to
rising prices for vessels in foreign yards. A four-
ship order placed during the year for 89,000-ton
tankers incorporated a subsidy rate of 36.47 per-
cent—the lowest subsidy rate on a conventional-
type ship in the 37-year history of the construction
subsidy program.

Additionally, the liquid gas carriers con-
tracted for during the year involved even lower
subsidy rates. The contracts covering the first six
of these ships carried subsidy rates of about 25
percent. Moreover, the third three-ship order re-
quired a subsidy rate of only 16.5 percent.



U.S./U.S.S

. Agree

One of the most notable achievements of the fiscal
year, from the point of view of the agency and the
maritime industry, was the successful conclusion
of an agreement covering marine commerce be-
tween the United States and the Union of Soviet
Socialist Republics. Signed on October 14, 1972,
the pact culminated a year of intensive negotia-
tions between U.S. and Soviet maritime officials.

This agreement, which opened an important
new market for American ships, has two basic
purposes: It provides merchant ships of each
nation with more open access to specified ports
of the other. And It extends to each nation’s fleet
the opportunlty to carry an equal and substantial
portion of the ocean trade moving between the
two nations.

During the year, Soviet grain purchases in
the United States, amounting to 19.2 million tons,
constituted the main cargo falling within the scope
of the agreement. To assist American bulk car-
riers in participating in this trade, the Maritime
Administration instituted a special operating sub-
sidy program. Fifty-two special operating subsidy
agreements covering a total of 88 vessels were
approved during the fiscal year, and subsidized
vessels commenced a total of 77 voyages carrying
approximately 2.3 million tons of grain.

Nearly all of the American ships engaged in
this trade returned to the United States with pe-
troleum cargoes loaded at Black Sea or Mediter-
ranean ports. These backhaul cargoes totaled 2.2
million tons.

Title XI Guarantees

Under Title X! of the Merchant Marine Act of 1936,
as amended, MarAd is authorized to guarantee
the principal and interest on commercially placed
mortgages and loans used to finance new ship con-
struction or conversions. Fiscal year 1973 was a
record-setting year for this program, with guaran-
tees approved for nearly $1 billion in ship-financ-

ing instruments. These guarantees cover 95 ves- -

sels and 450 lighters.

At the end of the fiscal year, a total of 456
vessels and 2,171 lighters were insured under the
Title XI program. The outstanding principal bal-
ance on these ships aggregated almost $2.6 billion.

Important legislation, enacted as the Federal
Ship Financing Act of 1972, made substantive
changes in the program to facilitate its use by a
wider variety of vessel owners and operators. It
lowered the minimum barge-size requirements,
for example, to permit inland waterway operators
to obtain Title Xl-guaranteed financing on standard

2

river barges. It also expanded the range of uses
to which funds from insured obligations may be
put to include the construction, reconstruction,
or reconditioning of shoreside marine facilities or
equipment. At year’s end, another bill—to raise
the ceiling on mortgages and loans the agency can
guarantee from $3 billion to $5 billion—was pend-
ing before the Congress.

Operating Aid

in addition to the 52 temporary operating subsidy
agreements covering vessels moving bulk agricul-
tural commodities to the Soviet Union, the agency
entered into six new operating subsidy contracts
during fiscal year 1973. Two of these agreements,
covering vessels operating in the U.S. Gulf/Far
East service, and in worldwide petroleum trades,
are short-term agreements, expiring in five years
or less.

Four long-term operating subsidy contracts
were also awarded during the year. All of these
cover 89,000-ton tankers which, when delivered,
will be used to transport petroleum in U.S. foreign
trade.

Capital Construction Funds

Capital Construction Funds, into which eligible
operators may deposit vessel earnings and capital
gains on a tax-deferred basis, are another aid to
assist American vessel owners and operators in
accumulating the capital necessary for new ship
construction. By the end of the year, 140 such
funds had been established. These will generate
approximately $2 billion in shipyard work in the
next ten years. :

Research and Development

In announcing his maritime program in 1969,
President Nixon called for an enlarged and re-
directed maritime research and development effort
to improve the productivity of American shipping
and shipbuilding operations. The Maritime Admin-
istration continued to carry out this important
mandate during the fiscal year, awarding $24 mil-
lion in R&D contracts. Industry cost-sharing—one
of the hallmarks of the R&D program—added an-
other 30 percent to this total.

One of the highlights of the R&D program
during the year was the establishment of the Mari-
time Coordination Center at the National Maritime
Research Center, Kings Point, N.Y. This instalia-
tion was linked with ships at sea through National
Aeronautics and Space Administration satellites



as part of the agency's ongoing effort to develop
an effective satellite-aided communications and
navigation system. A series of tests were success-
fully concluded during the fiscal year. Plans were
being made at the end of the year to adapt the
system to more advanced satellites, which will
provide higher levels of service to the industry.

In a series of cost-shared contracts, MarAd
and the shipbuilding industry undertook a cooper-
ative research program aimed at improving ship
construction technology in the U.S. These con-
tracts, several of which were completed during
the year, involve developing specific equipment
and techniques, such as one-sided welding de-
vices and improved material handling and plate
coating methods to lower the cost of building ships
in this country.

An important milestone in the agency’s
nuclear propulsion research program was also
reached during fiscal year 1973. The prime
contractor for this program, Babcock & Wilcox,
completed a Preliminary Safety Analysis Report
on its consolidated nuclear steam generator sys-
tem. This study was undergoing intensive review
by regulatory agencies at the end of the year.

Civil Rights

The Maritime Administration is responsible for
assuring that all Americans enjoy equal employ-
ment opportunities in the U.S. shipping, ship-
building and ship repair industries. To achieve
this goal, the agency monitors the hiring and pro-
motion practices of companies in these fields and
works with them to develop affirmative action
programs.

Minority participation in the U.S. shipbuild-
ing industry has grown significantly in the last five
years. Five years ago, black, Chicano, and other
minority employees accounted for 17.7 percent
of the shipyard workforce. By 1973, this propor-
tion had increased to 26.5 percent. In the ship-
ping industry, minority participation increased
from 10 to 15.2 percent between 1969 and 1973.

During fiscal year 1973, MarAd and the ship-
building industry concentrated their efforts on
improving the quality of jobs held by minority em-
ployees, who formerly had been generally limited
to low-paying, unskilled positions. As a result of
these efforts, black participation in skilled jobs
rose from 13.4 percent in 1968 to 22.3 percent
in 1973. At the same time, the percentage of
blacks in salaried jobs tripled.

MarAd worked during the year with another
Commerce Department agency, the Office of Mi-

nority Business Enterprise, to promote the use of
minority subcontractors to furnish goods and serv-
ices to shipping and shipbuilding firms. In pilot
form, the effort was warmly received by both the
industry and minority businesses. At the end of
the year, it was in the process of being expanded
from a regional to a national scale.

Poliution Abatement

The agency’s efforts to reduce ship-generated pol-
lution of the oceans and the inland waterways
were stepped up during the year. Several research
projects were conducted with an eye toward up-
grading the quality of overboard discharges of
ballast water from ships and toward developing
shoreside reception and processing facilities to
accommodate ship-generated wastes. In conjunc-
tion with the U.S. Coast Guard, a study was initi-
ated to determine effective and economical pollu-
tion-abatement construction standards for tank
barges using the inland waterways.

Conclusion

Based on the foregoing list of accomplishments,

* and the many others delineated in the pages that

follow, | believe that the Maritime Administration
and the American maritime industry made signifi-
cant progress during fiscal year 1973 in meeting
President Nixon’s goal of a balanced, productive
American merchant marine capable of meeting
this Nation’s many diverse commercial and de-
fense shipping requirements in the years ahead.



(Above) At 225,000 dwt.,
the TT BROOKLYN shown
under construction at Sea-
train Shipbuilding Corp., is
forerunner of very large
crude carriers being built in
American shipyards

(Right) Artist’s concept of
Liquefied Natural Gas
{LNQG) carrier which will
give new dimension to
American merchant marine
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Contract Aw

The Maritime Administration (MarAd) construc-
tion-differential subsidy (CDS) program, in sup-
port of the national policy to revitalize the
American merchant marine, generated contracts
in fiscal year 1973 for the construction of 17 ships
and the conversion of three freighters to contain-
erships (see Table 1). Valued at approximately
$1.3 billion, these contracts constitute the largest
investment in commercial U.S. ship construction
made in any peacetime year. Particularly note-
worthy are the types of ships ordered. Sixteen of
these ships are designed for the transportation of
vital energy resources: seven are liquid bulk tank-
ers and nine are 125,000-cubic-meter liquefied
natural gas (LNG) tankers. The nine LNG's, three
each to be built by Newport News Shipbuilding
and Dry Dock Co., Newport News, Va.; General
Dynamics Corp.’s Quincy Shipbuilding Division,
Quincy, Mass.; and Avondale Shipyards, Inc.,
New Orleans, La.; will be the first such ships ever
constructed in the United States. They also will
carry the lowest CDS rates since the subsidized
shipbuilding program was initiated 37 years ago.

Unsubsidized private construction contracts
were awarded for five ships: two 14,180 dead-
weight ton (dwt.) roll on/roll off vanships at Sun
Shipbuilding and Dry Dock Co., Chester, Pa.; and
three Great Lakes bulk carriers, one 19,000 dwt.
vessel at the American Shipbuilding Co., Lorain,
Ohio; one 19,000 dwt. vessel at the American
Shipbuilding Co., Toledo, Ohio; and one 28,100
dwt. vessel at Bay Shipbuilding Corp., Sturgeon
Bay, Wisc.

As of June 30, 1973, the number of large
merchant ships under construction or on order in
American shipyards totalled 83 vessels aggregat-
ing 5.4 miilion dwt. as compared to 78 of 4.4
million dwt. a year earlier (see Table 2).

Of the 83 new ships, valued at $2.9 billion,

55 were being constructed with subsidy (see
Appendix Viilyand the remaining 28 were being
financed privately or with the aid of Title X| Federal
Ship Financing Guarantees. At the end of the year,
there were no ships undergoing major conversion
work in private shipyards.

Construction Subsidy

The Maritime Administration is authorized to pay
a subsidy on vessels built in American shipyards
that will operate under the U.S.-flag with American
crews in the Nation’s essential foreign commerce.
CDS represents the difference in construction cost
between buiiding a vessel in the U.S. and in a low-
cost foreign shipbuilding center (see Appendix IV
for CDS expenditures since 1936).

The 55 ships being constructed with CDS
had a contract value of $2.5 billion. The subsidy
amounted to approximately $871 million (exciud-
ing the cost of National Defense Features) (see
Appendix VIII). These subsidized ships included 11
Lighter-Aboard-Ship (LASH) vessels, six container-
ships, four roll on/roll off vanships, 23 tankers,
two ore/bulk/oil (OBO) carriers and nine LNG
carriers.

Under the Trade-in and Build program, the
Fillmore Tanker Corp., a subsidiary of Seatrain
Lines, Inc., traded in to the Government five ships
with a total trade-in allowance of $9,733,450 to
be applied against the owner’s cost of building one
225,000 dwt. tanker, for which a CDS contract
was awarded during fiscal year 1973.

At the close of fiscal year 1973, 28 applica-
tions for CDS were pending (see Table 3). Cover-
ing a total of 92 vesels, these applications covered
the foliowing ship types: eight very large crude
carriers (VLCC’s), 24 OBOQO’s, 28 LNG’s, one mini-
LASH, six dry bulk carriers, six tug/barges and
19 tankers.



TABLE 1

Cwner

Shipbuiider

TRACTS

Type of Ship

Methane Alpha Co.
Methane Beta Co.
Methane Gamma Co.

Newport News Shipbuilding & Dry Dock Co.
Newport News Shipbuilding & Dry Dock Co.
Newport News Shipbuilding & Dry Dock Co.

LNG—LG9-S-94a
LNG—LG9-S-94a
LNG—LGS-S-94a

Cryogenic Energy Transport, Inc.
Liquegas Transport, Inc.

LNG Transport, inc.

States Steamship Co.

Methane Delta Co.

Methane Epsilon Co.

Methane Zeta Co.

Third Group, Inc.

Gulf Oil Corp.

Fillmore Tanker Corp.
American President Lines, Ltd.

General Dynamics Corp.
General Dynamics Corp.
General Dynamics Corp.

Bath fron Works Corp.
Avondale Shipyards, Inc.
Avondale Shipyards, Inc.
Avondale Shipyards, Inc.
National Steel & Shipbuilding Co.
Bethlehem Steel Corp.
Seatrain Shipbuilding Corp.
Triple “A” Machine Shop, Inc.

LNG—LG8-S-102a
LNG—LG8-5-102a
LNG—LG8-S-102a
RO/RO—C7-S-95a
LNG—LGS-S-107a
LNG—LG9-S-107a
LNG—LG9-S-107a
Tanker—T8-S-100b
Tanker—T10-S-101b
Tanker—T10-S-92a
Containership—C6-S-€

Total CDS contracts awarded in fiscal year 1973

! Total contract cost including CDS and National Defense Features, but excluding engineering and change orders.

2 125,000 Cubic Meter liquefied Natural Gas Carriers.
* Reconstruction

TABLE 2 SHIPS UNDER
CONSTRUCTION/CONVERSION IN
U.S. SHIPYARDS

Number of Ships

Ship Deliveries

A total of 17 new vessels, aggregating approxi-
mately 785,780 dwt., were delivered by American
shipyards during the year (see Table 4).

Ten of these were constructed with the aid
of CDS and are among the most productive types
of commercial vessels in service. Seven container-
ships were delivered to the following companies:
two to American Export Lines, Inc.; two to Ameri-

- Total New Conversions can President Lines, Ltd.; and three to Farrell
Under Contract Lines, Inc. The other three vessels delivered were
July 1, 1972 91 78 13 barge-carrying types: two SEABEEs for Lykes Bros.
Steamship Co., Inc. and one LASH for Pacific Far
Awards During East Line, Inc.
FY 1973 25 22 3 The following seven vessels built without-
Sub Total 116 100 16 subsidy also were delivered during the year: two
tankers to Standard Oil Co. of California, one bulk
Completed During carrier to United States Steel Corp., one tanker to
FY 1973 33 17 16 Hendy International Co., one tanker to Mobil Oil
—_ —_ — Corp., one tanker to Ecologlcal Shipping Corp and
one tanker to Atlantic Richfield Co.
Under Contract
June 30, 1973 83 83 0 During the year, 16 conversions also were

completed, 15 of which were subsidized.



Estimated Estimated

Cost to Cost to

Gov't of Gov't of

Total Estimated Total Construction- National

No. of DWT Completion Estimated Differential Defense
Ships Tonnage Date Cost ! Subsidy Features
1 63,460 2 5/15/76 $ 106,577,000 $ 27,291,000 $ 17,000
i 63,460 2 10/31/76 96,837,500 24,792,000 17,500
1 63,460 2 4/15/77 94,238,000 24,125,000 18,000
1 63,600 2 12/31/75 89,575,000 21,231,535 20,000
1 63,600 2 3/31/76 89,575,000 21,231,535 20,000
1 63,600 2 3/31/77 89,575,000 21,231,535 20,000
1 17,859 6/19/77 35,337,647 14,134,000 204,647
1 63,1702 10/15/76 106,020,000 17,495,000 20,000
1 63,1702 4/15/77 103,020,000 17,000,000 20,000
1 63,1702 10/15/77 100,020,000 16,505,000 20,000
4 358,800 12/31/76 112,760,000 41,040,000 240,000
2 530,000 4/30/77 162,918,400 66,570,500 302,000
1 225,000 3/30/76 70,603,500 28,800,000 63,500
3* 52,992 5/25/73 2,325,615 838,115 ......
20 1,785,341 ... ... $1,259,382,662 $342,385,220 $982,647

Title XI Guarantees

Title XI of the Merchant Marine Act, 1936, as
amended, authorizes the Secretary of Commerce
to guarantee obligations made to- finance the con-
struction, reconstruction and reconditioning of
vessels. It is designed to assist ship operators in
obtaining the private capital necessary to replace
or expand their fleets. Before Title X| became an
effective method of financing, the Government
granted aid to ship construction in the form of
direct mortgages. This program was abandoned
in 1954. Title X| was then substantially amended
to replace direct Government financing with pri-
vate financing, backed by Government insurance.
The Federal Ship Financing Act of 1972 (Public
Law 92-507), substantially revised and modern-
ized the Title XI program.

The 1972 Act, which was signed by President
Nixon on October 19, 1972, greatly changed the
Government’s role in the financing transaction.
Under prior law the Government insured a loan
or mortgage. The 1972 Act, however, provides
that the United States will guarantee the payment

of the principal and interest on the obligation
itself. All security, including any mortgage, is held
by the Government as collateral for its guarantee.
The lending institution’s primary concern in the
transaction is the terms of the bond or other
financial instrument.

The terms of the security arrangements are
left to the borrower and the Secretary of Com-
merce acting for the United States. This eliminates
the previous requirement for the purchaser of
merchant marine bonds or his trustee to be a
party to the ship mortgage.

Under the earlier law the complex relation-
ships between the parties to a Title Xl insurance
transaction discouraged investors and underwrit-
ers who must explain such a transaction to pros-
pective customers. The 1972 Act substantially
reduces these impediments and should broaden
the market for ship-financing bonds.

The 1972 Act also expands the uses to which
the proceeds from guaranteed obligations secured
by mortgages on vessels can be put to include the
construction, reconstruction, or reconditioning of
shoreside marine facilities or equipment. Such

7



TABLE 3 PENDING APPLICATIONS FOR CONSTRUCTION-
DIFFERENTIAL SUBSIDY JUNE 30, 1973

Carrying
Ship Owner and/or No. of General Ship Capacity
Operator Ships Type (per ship)
Aberdeen Shipping Inc. 6 VLCC 380,000 DWT
American Trading Transportation Co., Inc. 4 OBO 80,000 DWT
Amoco International Oil Co. 2 LNG 125,000 CM
Buchanan Tanker Corp. 1 VLCC 225,000 DWT.
Central Gulf Lines 3 LNG 125,000 CM
Chestnut Shipping Co. 2 0BO 80,000 DWT
Delta Steamship Lines, Inc. 1 Mini-LASH 11,800 DWT
Energy Corporation of America! 6 Dry Bulk 51,000 DWT
First Pennsylvania Tanker |, Inc. 1 Tanker 265,000 DWT
First Pennsylvania Tanker I, Inc. 1 Tanker 265,000 DWT
Global LNG Shipping Inc. 1 LNG 125,000 CM
Hedge Haven Farms, Inc. 3 OBO 80,500 DWT
Ingram Technologists Inc. 6 Tug/Barge 80,000 DWT
Methane Transport inc. 1 LNG 125,000 CM
Moore-McCormack Lines, Inc. 2 OBO 80,500 DWT
Multi-Carriers Inc. 4 OBO Tug/Barge 105,000 DWT
Oceanic LNG Transport Inc. 1 LNG 125,000 CM
Pacific Alaska LNG Co. 5 LNG 125,000 CM
Pacific Tankers Inc. 4 Tanker 89,000 DWT
Pierce Tanker Corp. 1 VLCC 225,000 DWT
Sealift Tankers Inc. 7 LNG 125,000 CM
Tankers Holding, Inc. 2 0OBO 80,000 DWT
Transportation Techniques, Inc. 3 LNG 125,000 CM
United Shipping Corp. 7 0BO 80,000 DWT
United States Lines, Inc. 4 Tanker 80,000 DWT
Virginia Shipping Corp. 6 Tanker 380,000 DWT
Zapata Bulk Transport Inc. 3 Tanker 390,000 DWT
Zapata Corp. 5 LNG 125,000 CM

TOTAL

92

! Application transferred to Ambulk Shipping and at present is inactive.

funds may also be used to reimburse the owner
for the cost of a vessel delivered within the pre-
ceding year. The legislation also permits certain
existing vessels to be mortgaged under the Title
Xl program to provide financing for the construc-
tion of new vessels or necessary shoreside facili-
ties and equipment.

The new Act authorizes refinancing of certain
mortgages at any time, but only in the amounts

8

outstanding and subject to statutory determina-
tions by the Secretary of Commerce.

At the close of the fiscal year, legislation
which would raise the amount of unpaid principal
which can be guaranteed by the Government from
$3 billion to $5 billion was pending before the
Congress.

During the year, applications were ap-
proved for insurance and/or guarantees totaling



$965,874,627. This covered 95 vessels and 450
lighters (see Appendix V). In addition, mortgage
insurance contracts were placed on 22 ships and
176 lighters based on commitments made in
earlier fiscal years (see Appendix VI).

Title X! applications approved and contracts
in force on June 30, 1973, covered a total of 456
vessels and 2,171 lighters with a total outstanding
principal balance of $2,579,273,493 (see Chart I).

Pending applications for ship financing guar-
antees encompassed construction or reconstruc-
tion of 362 ships and 250 shipboard lighters_at a
total estimated actual cost to the applicants of
$1.902 billion, of which $1.365 billion is the esti-
mated amount to be covered by financing guaran-
tees (see Chart I).

During the year, the Maritime Administration
paid off the Title X| mortgage on the MV
FLORIDIAN owned by Containerships, inc., which
was in default. Also in the same period three
Title XI mortgages were terminated by the owner:
the SS ARGENTINA and SS BRASIL by Moore-
McCormack Lines, and the SS SANTA PAULA by
Prudential-Grace Lines.

The Federal Ship Financing Revolving Fund re-
ceived $6,990,371 in net income during the
year, making the retained income of the Fund
$45,137,075.

Capital Construction Fund

The Capital Construction Fund program was
created by the Merchant Marine Act of 1970 to

TABLE 4 DELIVERIES FROM U.S. SHIPYARDS DURING FY 1973

Owner Builder Design Deliveries
SUBSIDIZED
American Export Lines, Inc. Bath Iron Works Corp. C5-S-73b 2
Lykes Bros. Steamship Co., Inc. General Dynamics Corp., C8-S-82a 2
Quincy Shipbuilding Div.
Farrell Lines, Inc. Ingalls Shipbuilding—Litton C6-S-85a 3
American President Lines, Ltd. Ingalls Shipbuilding—Litton C6-S-85b 2
Pacific Far East Lines, Inc. Avondale Shipyards, Inc. C8-S-81b 1
American President Lines, Ltd. Todd Shipyards Corp., Seattle, Wash., C6-S-69c 3*
, & San Pedro, Calif.
American President Lines, Ltd. Triple “A” Machine Shop, Inc. C6-S-69¢c 3*
American President Lines, Ltd. Todd Shipyards Corp., Seattle, Wash. C6-S-1qc 3*
Lykes Bros. Steamship Co., Inc. Todd Shipyards Corp., Galveston, Tex. C5-S-37e 1*
Lykes Bros. Steamship Co., Inc. Todd Shipyards Corp., Galveston, Tex. C5-8-37f - 4*
American Mail Line, Ltd. Todd Shipyards Corp., San Pedro, Calif. C6-S-1xa 1*
Total Subsidized Deliveries 25

NON-SUBSIDIZED

Transamerican Trailer Transport Sun Shipbuilding & Drydock Co. Roll on/Roll off 1
Mobil Oil Corp. Sun Shipbuilding & Drydock Co. Tanker 1
Standard Oil Company of California Bethlehem Steel Corp., Sparrows Point, Md. Tanker 3
Atlantic Richfield Co. Bethlehem Steel Corp., Sparrows Point, Md. Tanker 1
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