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PART 281—INFORMATION AND
PROCEDURE REQUIRED UNDER
LINER OPERATING-DIFFERENTIAL
SUBSIDY AGREEMENTS

Sec.

281.1 Information and procedure required
under liner operating-differential subsidy
agreements.

281.2 Definitions.

281.3 Method of commencing and termi-
nating voyages and of determining idle
status.

281.4 Treatment of subsidy during idle sta-
tus and off-hire period.

281.5 Right of Maritime Administrator to
recover subsidy for any period of idle-
ness.

281.6 Interpretation.

AUTHORITY: Sec. 204, 49 Stat. 1987, as
amended; 46 U.S.C. 1114. Interpret or apply
sec. 606, 49 Stat. 2004, as amended; 46 U.S.C.
1176.

§281.1 Information and procedure re-
quired under liner operating-dif-
ferential subsidy agreements.

In compliance with the terms of the
operating-differential subsidy agree-
ment, the following information shall
be submitted to the Maritime Adminis-
tration by each operator who is a party
to any such agreement and operates
liner type vessels pursuant to such
agreement.

(a) Sailing schedules, routes, etc. (1)
One copy of a list of sailings is required
to be submitted not later than the 5th
day of each month, listing each out-
bound sailing during the preceding

month. Such list shall show for each
such sailing: (i) Vessel name; (ii) voy-
age number; (iii) last continental U.S.
port; (iv) sailing date; and (v) the serv-
ice on which the sailing took place.

(2) A “Final Report’” in five copies
shall be submitted not later than 15
days after the end of the month in
which the voyage is terminated and
shall show: (i) The time and ports at
which the voyage commenced and ter-
minated; (ii) the arrival and sailing
dates of the vessel at and from each
United States and foreign port, includ-
ing ports of call for bunkering and/or
mail only; (iii) explanation of any
delay in excess of 2 days at a United
States or foreign port; (iv) appropriate
notation of official authorization for
any deviations from the service de-
scribed in the applicable contract.

(3) The procedures outlined in para-
graphs (a) (1) and (2) of this section
shall be effective on the first of the
month following publication in the
FEDERAL REGISTER.

(4) The sailing schedules and lists of
sailings specified in this paragraph
shall be sent to the Division of Trade
Studies, Office of Subsidy Administra-
tion, Maritime Administration, Wash-
ington, DC 20590.

(b) Condition of vessels, inspection and
repairs. (1) In order that the Maritime
Administration may have an oppor-
tunity to participate in the inspection
of the vessels, the operator is required
to give at least twenty-four hours’ no-
tice to the Maritime Administration as
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to the time and place of making in-
spections. In the event the Maritime
Administration’s representative is not
available, the operator shall employ an
independent surveyor, who shall be sat-
isfactory to the Maritime Administra-
tion, and proceed with inspection, and
a report thereof shall be made to the
Maritime Administration on forms
MA-55, MA-56, MA-57, and MA-58,
sworn to by persons making the inspec-
tion.

(2) The operator shall give due notice
to the local office of the Division of
Maintenance and Repair, at the port at
which the vessel is to be available, of
the port, date and time for the making
of repairs or replacements in the
United States.

(3) In connection with further re-
quirements, reference is made to Gen-
eral Order 20 (Part 271 of this chapter)
and supplements thereto for more de-
tailed instruction.

(4) Vessel repairs are to be performed
within the continental limits of the
United States, except in emergency
cases the necessity for which the oper-
ator should be prepared to justify upon
audit.

(c) Insurance. (1) Immediately upon
the binding of any insurance with re-
spect to any vessel covered by the oper-
ator’s subsidy agreement, there shall
be submitted to the Division of Insur-
ance Office of the Comptroller, Mari-
time Administration, Washington, DC
20590, for the Maritime Administra-
tion’s approval, a signed copy of each
cover note issued by the operator’s bro-
kers, which, to the extent applicable,
shall set forth as to such vessel the
amounts covered by hull, disburse-
ments and other forms of total loss
protection, as well as P and | insur-
ance. Such cover notes shall include
the rates, the amounts placed in the
different markets, the companies inter-
ested, the policy numbers and the
amount underwritten by each policy;
also, there shall be shown the amount
of the deductible average, if any. Upon
request, policies shall be submitted to
the Maritime Administration for exam-
ination and return.

(2) The Maritime Administration
shall be advised promptly of any can-
cellation, changes in terms, or compa-
nies interested, and of any lay-up peri-

§281.1

ods which will permit of the collection
of return premiums, and of any major
casualty or total loss which may occur.

(3) Insurance arranged in conformity
with the requirements of applicable
mortgages held by the United States
will be deemed sufficient to comply
with the requirements of the operator’s
operating-differential subsidy agree-
ment.

(4) The Maritime Administration fur-
thermore, wishes to emphasize its de-
sire that as much of the American Mer-
chant Marine insurance coverage as is
practicable be placed in the American
insurance market. Therefore, when a
renewal of policies or new insurance is
under negotiation by an operator sub-
ject to the provisions of this order, it is
urgently requested that particular at-
tention be given to the Maritime Ad-
ministration’s desire as herein ex-
pressed with regard to markets in
which such insurance may be placed,
and that the Maritime Administration
be notified in ample time to give con-
sideration to the pertinent facts and
circumstances of each case, so that
prior to the attachment of such insur-
ance, approval thereof or suggested
changes may be indicated.

(d) Inventories. Twenty-four hours’
notice shall be given to the Maritime
Administration as to the time and
place of inventorying classification-re-
quired spare parts, ship’s spare equip-
ment, fuel and stores as are custom-
arily inventoried and the cost of which
is charged to the voyage accounts. If,
upon giving the above-required notice,
the Maritime Administration’s rep-
resentatives are not present, the oper-
ator is to proceed with his inventory in
the normal way. The operator may use
his own inventory forms, one copy of
which shall be sworn to by the persons
taking the inventory and included in
the voyage accounting.

(e) Partial payments on account. When
partial payments are desired on ac-
count of operating-differential subsidy
accruals, the operator should commu-
nicate with the Comptroller, Maritime
Administration, Washington, DC 20590,
who shall forward necessary instruc-
tions and forms to be used.

(f) Current financial reports. Each op-
erator shall prepare current financial
reports as specified in this paragraph
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and shall submit one copy each to the
appropriate Region Director of the
Maritime Administration and three
copies each to the Director, Office of
Financial Analysis, Maritime Adminis-
tration, Washington, DC 20590, as fol-
lows:

(1) Internal management reports. Each
month the operator shall submit copies
of such portions of its internal manage-
ment reports that provide an estimate
of its current operating results.

(2) Quarterly balance sheets. The oper-
ator shall prepare balance sheets as of
March 31, June 30, and September 30 of
each calendar year in conformity with
section 282.6(A) of the Uniform System
of Accounts (Part 282 of this chapter)
and shall submit each as soon as prac-
ticable but not later than 45 days after
the end of the respective quarter.

(3) Quarterly and cumulative income
statements. The operator shall prepare
income statements for the quarterly
periods January 1, to March 31, April 1
to June 30, and July 1 to September 30,
and for cumulative periods from Janu-
ary 1 to the end of the second and third
quarters of each calendar year in con-
formity with section 282.6(B) of the
Uniform System of Accounts (Part 282
of this chapter) and shall submit each
statement as soon as practicable but
not later than 45 days after the end of
the respective quarter.

(4) Annual financial report. The oper-
ator shall submit Maritime Adminis-
tration Form 172 for each calendar year
by March 31 of the succeeding year. If
the operator is unable to submit Form
172 by March 31 of the succeeding year
he shall, prior to such March 31, re-
quest an extension for the filing of
Form 172 from the Director, Office of
Financial Analysis and shall submit by
such March 31:

(i) A balance sheet for the year end-
ing on December 31, in conformity with
section 282.6(A) of the Uniform Sys-
tems of Accounts; and

(ii) An income statement for the
quarterly period October 1 to December
31 and an income statement for the
year ending on December 31, in con-
formity with section 282.6(B) of the
Uniform System of Accounts.

(5) Vessel performance reports. Vessel
performance reports shall be prepared
for the period January 1 to March 31 of

46 CFR Ch. Il (10-1-00 Edition)

each calendar year, and from January 1
to the end of each succeeding quarter
of the calendar year, in the form pro-
vided in Exhibit A of paragraph (f)(7) of
this section and consistent with the al-
location bases provided in paragraph
(f)(6) of this section and shall include:

(i) A grand summary of all termi-
nated voyage results for the reporting
period including any idle status period
occurring during the reporting period
and any additional charges or credits
from prior terminated periods;

(if) Summaries of each service by
vessel type, as indicated in Exhibit (D)
of paragraph (7) of this section, as of
December 31 of each year;

(iii) Individual reports by vessel for

each idle status period occurring dur-
ing any reporting period.
Vessel performance reports shall be
submitted with the quarterly balance
sheets and income statements required
under paragraphs (f) (2) and (3) of this
section and must be reconciled with
voyage revenue and expense from all
operations as reported in the income
statement. ‘‘Depreciation Vessels’ is
an example of a reconciling item. Ves-
sel performance reports which are
properly prepared and filed will satisfy
the reporting requirements for sub-
schedules 3002 of the Maritime Admin-
istration Form 172.

(6) Allocation bases. The allocation
bases to be applied in preparation of
vessel performance reports required by
paragraph (f)(5) of this section are as
follows:

(i) Terminal expenses. Terminal ex-
penses defined by accounts 855 through
866 of the Uniform System of Accounts
(section 282.3(E) of this chapter), in-
cluding depreciation accounts, for each
terminal shall be allocated between
terminated and unterminated voyages
on the basis of freight payable tons
loaded and discharged on each vessel
and voyage during the reporting pe-
riod, except that in the case of termi-
nals handling only one cargo carriage
technology type (CCTT), which can be
expressed in common units such as
twenty-foot equivalent container units
(TEU’s) or the number of individual
barges, such common unit may be used
for allocating terminal expenses by
vessel and voyage for each terminal, as
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shown in Exhibit B of paragraph (f)(7)
of this section.

(ii) Container/barge expense—(A) Allo-
cation of expense. Container/barge ex-
pense defined by accounts 867 through
899 of the Uniform System of Accounts
(section 282.3(F) of this chapter), in-
cluding depreciation accounts, shall be
segregated between container and
barge cost pools. Accounts 879, 880, and
894 shall be allocated between con-
tainer and barge cost pools on an allo-
cation basis developed by the operator.

(B) Allocation of cost pools. Container
and barge cost pools shall be allocated
among vessels by voyage and idle sta-
tus for each vessel in the same ratio
that the total container or barge ca-
pacity of each vessel multiplied by ves-
sel days bears to the total container or
barge capacity of the operator’s entire
fleet multiplied by vessel days. Total
container or barge capacity of a vessel
means the total container or barge ca-
pacity of the vessel, expressed in TEU’s
for containers and single units for
barges, multiplied by the total number
of containers or barges acquired for
each available container or barge slot
on the vessel. Vessel days means the
number of days in the period for which
an allocation of cost pools is being
made. Containers and barges purchased
by an operator for utilization in a par-
ticular trade route shall be allocated
by vessel capacity among the vessels in
the trade route for which they were
purchased. See Exhibit C of paragraph
(F)(7) of this section.

(iii) Administrative and general ex-
penses. Administrative and general ex-
penses defined by accounts 901 through
979 of the Uniform System of Accounts
(section 282.3(G) of this chapter) shall
be allocated to terminated voyages for
each vessel type by service or for each
vessel by voyage, as required by para-

§281.1

graph (f)(5) of this section, based on the
ratio that total terminated voyage op-
erating expenses (accounts 701-773 of
the Uniform System of Accounts) plus
total terminated voyage operating rev-
enue (accounts 601-624 of the Uniform
System of Accounts) for each bears to
the total terminated voyage operating
expense plus total terminated voyage
operating revenue for the period, ex-
cept that account 945 (advertising pas-
sengers) will be allocated directly to
passenger vessels based on passengers
carried, account 955 (contributions to
pools) may be allocated as an adminis-
trative and general expense or directly
to vessel and voyage based on pool
statements, and that portion of ac-
counts 960 and 961 (interest expense)
representing interest on vessels shall
be allocated to vessels and voyages in
the same ratio that depreciation is dis-
tributed among all vessels in the fleet.
In addition to the above exceptions,
significant interest expenses related to
purchases of containers and barges
should be charged directly to container
and barge pools prior to allocation of
the container and barge pools.
(7) Exhibits.

A. Vessel performance report.t

B. Sample allocation of terminal expenses
by vessel and voyage.

C. Sample allocation of container/barge ex-
penses by vessel and voyage.

D. Examples of vessel types currently oper-
ated.

(g) General. All reports and other
communications called for by the fore-
going should be addressed to the Sec-
retary, Maritime Administration,
Washington, DC 20590.

1Exhibit A filed as part of the original doc-
ument.
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§281.2

EXHIBIT D—EXAMPLES OF VESSEL TYPES
CURRENTLY OPERATED

C3-S-33a C4-S-49a C6-S-1gc
C3-S-38a C4-S1-49a C6-S-1w
C3-S-43a C4-S-57a C6-S-1x
C3-S—46a C4-S-58a C6-S-1xa
C3-S-46b C4-S-60a C6-S-6gc
C3-S-73b C4-S-64a C6-S-85a
C3-S-76a C4-S-64b C6-S-85b
C4-S-1a C4-S-65a C7-S-68c,
C4-s-1l1 C5-S-37e d,and e
C4-S-1g C5-S-37f C8-S-81b
C4-S-1sa C5-S-73b C8-S-82d
C4-S-1t C5-S-75a C9-S-81d
C4-S-1u C5-S-78a

C4-S-19a C6-S-1ga

(Approved by the Office of Management and
Budget under control number 2133-0009)

[G.O. 12, Rev., 14 FR 4785, Aug. 6, 1949, as
amended by Supp. 2, Amdt. 1. 21 FR 328, Jan.
17, 1956; 33 FR 2944, Feb. 14, 1968; Supp. 3,
Amdt. 3, 34 FR 13369, Aug. 19, 1969; 40 FR 7430,
Feb. 20, 1975; 47 FR 25530, June 14, 1982]

§281.2 Definitions.

As used in §§281.2 through 281.6 of
these regulations, except as otherwise
indicated by the context;

(a) The word operator means an oper-
ator receiving operating-differential
subsidy under title VI of the Merchant
Marine Act, 1936, as amended (Act), for
a voyage on an essential service as de-
scribed in section 211(a) of the Act;

(b) The term Maritime Administrator
means Maritime Administrator, De-
partment of Transportation;

(c) The term Region Director means
the Region Director of the Maritime
Administration having jurisdiction
over the port or ports involved;

(d) The term idle status means any pe-
riod in port between or during voyages
for which the vessel’s normal crew
complement is reduced by 10 percent or
more and division of wages is not paid
for the missing men. The idle status
period shall continue up to, but not in-
cluding, the day that the vessel is re-
manned to the extent that the vessel’s
normal crew complement is restored to
more than 90 percent or division of
wages is paid for the missing men, or
the vessel is temporarily or perma-
nently withdrawn from subsidized serv-
ice;

(e) Normal crew complement means the
basic crew complement which has been
approved for operating-differential sub-
sidy under the provisions of section 603
of the Act, or as established by collec-

46 CFR Ch. Il (10-1-00 Edition)

tive bargaining or other agreement for
the voyage involved, whichever is less.

[G.O. 27, Rev. 2, 37 FR 18466, Sept. 12, 1972]

§281.3 Method of commencing and ter-
minating voyages and of deter-
mining idle status.

(a) Voyage commencements. Voyages
shall commence as of 12:01 a.m. of the
day that loading of cargo, stores, or
fuel begins, or as of 12:01 a.m. of the
day following the termination of the
prior voyage or, in the event that an
idle status period follows a voyage ter-
mination, as of 12:01 a.m. of the day
following the day on hich such idle sta-
tus period ends.

(b) Voyage termination. Voyages shall
terminate at a U.S. port of call at mid-
night of the day of completion of pay-
ing off the crew from foreign articles,
or the completion of final discharge of
cargo or ballast at the last U.S. port of
discharge, or the completion of voyage
repairs, whichever event occurs last:
Provided, however, That if a vessel sails
outward on a new voyage prior to mid-
night of the same day, the inward voy-
age shall terminate as of midnight of
that day, and the outward voyage shall
commence as of 12:01 a.m. of the suc-
ceeding day; and that where a portion
of any particular voyage overlaps a
portion of the next succeeding voyage
and the quantity of inward cargo re-
maining aboard at the port at which
major cargo activities for the outward
voyage are begun does not, in the opin-
ion of the operator, justify extension of
the inward voyage beyond that port,
the operator shall immediately request
the Region Director for permission to
treat the inward voyage as having ter-
minated at midnight of the day speci-
fied in such request and shall advise
the Region Director what cargo has
been and is still to be discharged and
loaded at each port of the inward voy-
age; and that where, in the opinion of
the operator, voyages as a general
practice should terminate at the home
or terminal port rather than at the last
port of discharge, or a voyage should
terminate on the day prior to com-
mencement of an idle status period, or
on the day that the voyage would have
terminated had strikes not interfered
with normal operations, application for
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such terminations may be made to the
Region Director, and in such cases the
voyage termination date shall be as ap-
proved by the Region Director. The Re-
gion Director shall promptly advise the
operator of his determination approv-
ing or disapproving any request filed
under this paragraph (b), and the Re-
gion Director’s decision as to such ter-
mination shall prevail, provided that
all terminations shall be as f midnight
of the day specified.

(c) Idle status periods. Idle status peri-
ods shall be identified separately,
whether occurring during or between
voyages, and, if occurring during a voy-
age shall be identified with the applica-
ble voyage number. A separate ac-
counting period shall be created to
cover each idle status period, and all
such periods shall be reported to the
Region Director.

(d) Excessive delays. Whenever a vessel
is delayed in port for a period of 10
days or more in excess of its normal pe-
riod of operations in said port, the op-
erator immediately shall report said
circumstances, together with all perti-
nent facts, to the Region Director. The
Region Director shall determine
whether or not said delay was justified
and if operating costs for said period
were reduced to a minimum in accord-
ance with sound commercial practice.

[G.O. 27, Rev. 2, 37 FR 18466, Sept. 12, 1972]

§281.4 Treatment of subsidy during
idle status and off-hire period.

During an idle status period, subsidy
shall be payable only for such
subsidizable items of expenses as are
determined by the Maritime Adminis-
trator, after presentation by the oper-
ator of the facts relating to such idle
status period, to be necessary for the
maintenance, preservation, repair, or
husbanding of the vessel during and
under the circumstances involved; how-
ever, the Maritime Subsidy Board re-
serves the right to suspend at any time
the payment of subsidy on idle vessels
when, after consideration of the facts
and circumstances regarding such pe-
riod, it determines that an unreason-
able period has elapsed or such idle pe-
riod was not warranted: Provided, That
as to a chartered ship operated under a
““Use Agreement’”, operating-differen-

Pt. 282

tial subsidy shall cease to accrue to the
ship simultaneously with the time it
goes ‘“‘off hire’” and subsidy shall not
again accrue to said ship until it is re-
employed in the subsidized service as
determined in accordance with §281.3.
Nothing herein shall limit any other
rights of the United States with re-
spect to the payment or nonpayment of
subsidy.

[G.O. 27, Rev. 2, 37 FR 18466, Sept. 12, 1972]

§281.5 Right of Maritime Adminis-
trator to recover subsidy for any
period of idleness.

The Maritime Administrator may,
prior to payment of subsidy for any
voucher period which includes a period
of idleness, require the operator to es-
tablish to the satisfaction of the Mari-
time Administrator that such period of
idleness could not have been prevented
in whole or in part through efficient
and economical operation. The Mari-
time Administrator may recover any
payment of subsidy for any item of ex-
pense allocable to such period of idle-
ness which in the opinion of the Mari-
time Administrator could have been
avoided by efficient and economical op-
eration.

[G.O. 27, Rev. 2, 37 FR 18466, Sept. 12, 1972]

§281.6 Interpretation.

All questions of interpretation aris-
ing under the sections of this part shall
be submitted to the Maritime Adminis-
trator for determination, whose deci-
sion thereon shall be final.

[G.O. 27, Rev. 2, 37 FR 18466, Sept. 12, 1972]

PART 282—OPERATING-DIFFEREN-
TIAL SUBSIDY FOR LINER VESSELS
ENGAGED IN ESSENTIAL SERV-
ICES IN THE FOREIGN COM-
MERCE OF THE UNITED STATES

Subpart A—Introduction

Sec.

282.1 Purpose.
282.2 Definitions.
282.3 Waivers.
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