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SUBCHAPTER B—REGULATIONS AFFECTING MARITIME 
CARRIERS AND RELATED ACTIVITIES 

PART 221—REGULATED TRANS-
ACTIONS INVOLVING DOCU-
MENTED VESSELS AND OTHER 
MARITIME INTERESTS 

Subpart A—Introduction 

Sec. 
221.1 Purpose. 
221.3 Definitions. 
221.5 Citizenship declarations. 
221.7 Applications and fees. 

Subpart B—Transfers to Noncitizens or to 
Registry or Operation Under Authority 
of a Foreign Country 

221.11 Required approvals. 
221.13 General approval. 
221.15 Approval for transfer of registry or 

operation under authority of a foreign 
country or for scrapping in a foreign 
country. 

221.17 Sale of a documented vessel by order 
of a district court. 

221.19 Possession or sale of vessels by mort-
gagees or trustees other than pursuant to 
court order. 

Subpart C [Reserved] 

Subpart D—Transactions Involving Maritime 
Interests in Time of War or National 
Emergency Under 46 App. U.S.C. 835 
[Reserved] 

Subpart E—Civil Penalties 

221.61 Purpose. 
221.63 Investigation. 
221.65 Criteria for determining penalty. 
221.67 Stipulation procedure. 
221.69 Hearing Officer. 
221.71 Hearing Officer referral. 
221.73 Initial Hearing Officer consideration. 
221.75 Response by party. 
221.77 Disclosure of evidence. 
221.79 Request for confidential treatment. 
221.81 Counsel. 
221.83 Witnesses. 
221.85 Hearing procedures. 
221.87 Records. 
221.89 Hearing Officer’s decision. 
221.91 Appeals. 
221.93 Collection of civil penalties. 

Subpart F—Other Transfers Involving 
Documented Vessels [Reserved] 

Subpart G—Savings Provisions 

221.111 Status of prior transactions—con-
trolling dates. 

AUTHORITY: 46 App. U.S.C. 802, 803, 808, 835, 
839, 841a, 1114(b), 1195; 46 U.S.C. chs. 301 and 
313; 49 U.S.C. 336; 49 CFR 1.66. 

SOURCE: 57 FR 23478, June 3, 1992, unless 
otherwise noted. 

Subpart A—Introduction 

§ 221.1 Purpose. 

(a) This part implements statutory 
responsibilities of the Secretary of 
Transportation (the Secretary) with re-
spect to: 

(1) The regulation pursuant to 46 
App. U.S.C. 808 of transactions involv-
ing transfers of: 

(i) An interest in or control of Docu-
mented Vessels owned by Citizens of 
the United States (including the Trans-
fer of a Controlling Interest in such 
owners) to Noncitizens or; 

(ii) A Documented Vessel to registry 
or Operation under Authority of a For-
eign Country or for scrapping in a for-
eign country; and 

(2) Transactions involving maritime 
interests in time of war or national 
emergency under 46 App. U.S.C. 835. 

(b) The responsibilities in paragraph 
(a) (1) and (2) of this section have been 
delegated by the Secretary to the Mari-
time Administrator. 

[57 FR 23478, June 3, 1992, as amended at 63 
FR 6880, Feb. 11, 1998] 

§ 221.3 Definitions. 

For the purpose of this part, when 
used in capitalized form: 

(a) Bowaters Corporation means a 
Noncitizen corporation organized under 
the laws of the United States or of a 
State that has satisfied the require-
ments of 46 App. U.S.C. 883–1(a)–(e) and 
holds a valid Certificate of Compliance 
issued by the Coast Guard. 

(b) Charter means any agreement or 
commitment by which the possession 
or services of a vessel are secured for a 
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period of time, or for one or more voy-
ages, whether or not a demise of the 
vessel. 

(c) Citizen of the United States means a 
Person (including receivers, trustees 
and successors or assignees of such 
Persons as provided in 46 App. U.S.C. 
803), including any Person (stock-
holder, partner or other entity) who 
has a Controlling Interest in such Per-
son, any Person whose stock or equity 
is being relied upon to establish the 
requisite U.S. citizen ownership, and 
any parent corporation, partnership or 
other entity of such Person at all tiers 
of ownership, who, in both form and 
substance at each tier of ownership, 
satisfies the following requirements— 

(1) An individual who is a Citizen of 
the United States, by birth, naturaliza-
tion or as otherwise authorized by law; 

(2) A corporation organized under the 
laws of the United States or of a State, 
the Controlling Interest of which is 
owned by and vested in Citizens of the 
United States and whose chief execu-
tive officer, by whatever title, chair-
man of the board of directors and all 
officers authorized to act in the ab-
sence or disability of such persons are 
Citizens of the United States, and no 
more of its directors than a minority of 
the number necessary to constitute a 
quorum are Noncitizens; 

(3) A partnership organized under the 
laws of the United States or of a State, 
if all general partners are Citizens of 
the United States and a Controlling In-
terest in the partnership is owned by 
Citizens of the United States; 

(4) An association organized under 
the laws of the United States or of a 
State, whose chief executive officer, by 
whatever title, chairman of the board 
of directors (or equivalent committee 
or body) and all officers authorized to 
act in their absence or disability are 
Citizens of the United States, no more 
than a minority of the number of its 
directors, or equivalent, necessary to 
constitute a quorum are Noncitizens, 
and a Controlling Interest in which is 
vested in Citizens of the United States; 

(5) A joint venture, if it is not deter-
mined by the Maritime Administrator 
to be in effect an association or a part-
nership, which is organized under the 
laws of the United States or of a State, 
if each coventurer is a Citizen of the 

United States. If a joint venture is in 
effect an association, it will be treated 
as is an association under para-
graph(c)(4) of this section, or, if it is in 
effect a partnership, will be treated as 
is a partnership under paragraph (c)(3) 
of this section; or 

(6) A Trust described in paragraph 
(t)(1) of this section. 

(d) Controlling interest owned by and 
vested in Citizens of the United States 
means that— 

(1) In the case of a corporation: 
(i) Title to a majority of the stock 

thereof is owned by and vested in Citi-
zens of the United States, free from 
any trust or fiduciary obligation in 
favor of any Noncitizen; 

(ii) The majority of the voting power 
in such corporation is vested in Citi-
zens of the United States; 

(iii) Through no contract or under-
standing is it so arranged that the ma-
jority of the voting power may be exer-
cised, directly or indirectly, in behalf 
of any Noncitizen; and 

(iv) By no other means whatsoever 
control of the corporation is conferred 
upon or permitted to be exercised by 
any Noncitizen; 

(2) In the case of a partnership, all 
general partners are Citizens of the 
United States and ownership and con-
trol of a majority of the partnership in-
terest, free and clear of any trust or fi-
duciary obligation in favor of any Non-
citizen, is vested in a partner or part-
ners each of whom is a Citizen of the 
United States; 

(3) In the case of an association, a 
majority of the voting power is vested 
in Citizens of the United States, free 
and clear of any trust or fiduciary obli-
gation in favor of any Noncitizen; and 

(4) In the case of a joint venture, a 
majority of the equity is owned by and 
vested in Citizens of the United States 
free and clear of any trust or fiduciary 
obligation in favor of any Noncitizen; 
but 

(5) In the case of a corporation, part-
nership, association or joint venture 
owning a vessel which is operated in 
the coastwise trade, the amount of in-
terest and voting power required to be 
owned by and vested in Citizens of the 
United States shall be not less than 75 
percent as required by 46 App. U.S.C. 
802. 
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(e) Documented vessel means a vessel 
documented under chapter 121, title 46, 
United States Code or a vessel for 
which an application for such docu-
mentation is pending. 

(f) Fishing vessel means a vessel that 
commercially engages in the planting, 
cultivating, catching, taking, or har-
vesting of fish, shellfish, marine ani-
mals, pearls, shells, or marine vegeta-
tion or an activity that can reasonably 
be expected to result in the planting, 
cultivating, catching, taking, or har-
vesting of fish, shellfish, marine ani-
mals, pearls, shells, or marine vegeta-
tion. 

(g) Fish processing vessel means a ves-
sel that commercially prepares fish or 
fish products other than by gutting, de-
capitating, gilling, skinning, shucking, 
icing, freezing, or brine chilling. 

(h) Fish tender vessel means a vessel 
that commercially supplies, stores, re-
frigerates, or transports (except in for-
eign commerce) fish, fish products, or 
materials directly related to fishing or 
the preparation of fish to or from a 
Fishing Vessel, Fish Processing Vessel, 
or another Fish Tender Vessel or a fish 
processing facility. 

(i) Hearing Officer means an indi-
vidual designated by the Maritime Ad-
ministrator to conduct hearings under 
Subpart E of this part and assess civil 
penalties. 

(j) Noncitizen means a Person who is 
not a Citizen of the United States. 

(k) Operation under the authority of a 
foreign country means any agreement, 
undertaking or device by which a Doc-
umented Vessel is voluntarily sub-
jected to any restriction or require-
ment, actual or contingent, under the 
laws or regulations of a foreign coun-
try or instrumentality thereof con-
cerning use or operation of the vessel 
that is or may be in derogation of the 
rights and obligations of the owner, op-
erator or master of the vessel under 
the laws of the United States, unless 
such restriction or requirement is of 
general applicability and uniformly 
imposed by such country or instrumen-
tality in exercise of its sovereign pre-
rogatives with respect to public health, 
safety or welfare, or in implementation 
of accepted principles of international 
law regarding cabotage or safety of 
navigation. 

(l) Party means the Person alleged to 
have violated the statute or regula-
tions for which a civil penalty may be 
assessed. 

(m) Person includes individuals and 
corporations, partnerships, joint ven-
tures, associations and Trusts existing 
under or authorized by the laws of the 
United States or of a State or, unless 
the context indicates otherwise, or any 
foreign country. 

(n) Pleasure vessel means a vessel that 
has been issued a Certificate of Docu-
mentation with a recreational endorse-
ment and is operated only for pleasure 
pursuant to 46 U.S.C. 12109. 

(o) Settlement means the process 
whereby a civil penalty or other dis-
position of the alleged violation is 
agreed to by the Hearing Officer and 
the Party in accordance with § 221.73 of 
this part. 

(p) State means a State of the United 
States, Guam, Puerto Rico, the Virgin 
Islands, American Samoa, the District 
of Columbia, the Commonwealth of the 
Northern Mariana Islands, and any 
other territory or possession of the 
United States. 

(q) Transfer means the passing of con-
trol of or an interest in a Documented 
Vessel and includes the involuntary 
conveyance by a foreign judicial or ad-
ministrative tribunal of any interest in 
or control of a Documented Vessel 
owned by a Citizen of the United States 
to a Noncitizen that is not eligible to 
own a Documented Vessel. 

(r) Trust means: 
(1) In the case of ownership of a Doc-

umented Vessel, a Trust that is domi-
ciled in and existing under the laws of 
the United States, or of a State, of 
which the trustee is a Citizen of the 
United States and a Controlling Inter-
est in the Trust is held for the benefit 
of Citizens of the United States; or 

(s) United States, when used in the ge-
ographic sense, means the States of the 
United States, Guam, Puerto Rico, the 
Virgin Islands, American Samoa, the 
District of Columbia, the Common-
wealth of the Northern Mariana Is-
lands, and any other territory or pos-
session of the United States; when used 
in other than the geographic sense, it 
means the United States Government. 

(t) United States Government means 
the Federal Government acting by or 
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through any of its departments or 
agencies. 

(u) Vessel Transfer Officer means the 
Maritime Administration’s Vessel 
Transfer and Disposal Officer, whose 
address is MAR–745.1, Maritime Admin-
istration, United States Department of 
Transportation, Washington, DC 20590, 
or that person’s delegate. 

[57 FR 23478, June 3, 1992, as amended at 63 
FR 6880, Feb. 11, 1998; 69 FR 34310, June 21, 
2004] 

§ 221.5 Citizenship declarations. 
(a) Pursuant to 46 U.S.C. 31306(a), 

when an instrument transferring an in-
terest in a Documented Vessel owned 
by a Citizen of the United States is pre-
sented to the United States Govern-
ment for filing or recording, the Person 
filing shall submit therewith Maritime 
Administration Form No. MA–899 so it 
may be determined if sections 9 or 37 of 
the Shipping Act of 1916 (46 App. U.S.C. 
808 and 837) apply to the transaction. 
Form No. MA–899 is available from the 
Coast Guard Documentation Office at 
the port of record of the vessel or from 
the Vessel Transfer Officer. 

(b) The filing required by paragraph 
(a) of this section is not required for 
transactions involving vessel types de-
scribed in § 221.11(b)(1)(i) through (iv) of 
this part. 

(c) The filing required by paragraph 
(a) of this section is waived for trans-
actions which are given general ap-
proval in this part. 

(d) If the transfer of interest is one 
which requires written approval of the 
Maritime Administrator, the Person 
filing shall submit therewith evidence 
of that approval. 

(e) A declaration filed by any Person 
other than an individual shall be 
signed by an official authorized by that 
Person to execute the declaration. 

§ 221.7 Applications and fees. 
(a) Applications. Whenever written ap-

proval of the Maritime Administrator 
is required for transfers to Noncitizens 
or to foreign registry or Operation 
Under Authority of a Foreign Country, 
or pursuant to a Maritime Administra-
tion contract or Order, an application 
on Maritime Administration Form 
MA–29 or MA–29B giving full particu-
lars of the proposed transaction shall 

be filed with the Vessel Transfer Offi-
cer. 

(b) Fees. Applications for written ap-
proval of any of the following trans-
actions shall be accompanied by the 
specified fee: 

(1) Transactions requiring approval 
for: 
(i) Sale and delivery by a Citizen of the United 

States to a Noncitizen, or Transfer to for-
eign registry or Operation Under Authority 
of a Foreign Country, of a Documented Ves-
sel, per vessel— 
(A) Of 1,000 gross tons and over ..................... $325 
(B) Of less than 1,000 gross tons ..................... 170 

(ii) Transfer of any interest in, or control of, a 
Documented Vessel owned by a Citizen of 
the United States to a Noncitizen, per vessel 250 

(iii) Charter of a Documented Vessel owned by 
a Citizen of the United States to a Noncit-
izen, per vessel .............................................. 250 

(iv) Sale or Transfer of an interest in or the 
control of an interest in an entity that is a 
Citizen of the United States and owns, or is 
the direct or indirect parent of an entity 
that owns, any Documented Vessel, if by 
such sale or Transfer the Controlling Inter-
est in such entity is vested in, or held for 
the benefit of, any Noncitizen ....................... 325 

(2) Transactions requiring written 
approval pursuant to a Maritime Ad-
ministration contract or Order: 
(i) Transfer of ownership or registry, or, both, 

of the vessel, per vessel ................................. $260 
(ii) Sale or Transfer of any interest in the 

owner of the vessel, if by such sale or Trans-
fer the Controlling Interest in the owner is 
vested in, or held for the benefit of, a Non-
citizen, per vessel .......................................... 235 

(iii) Charter of the vessel to a Noncitizen, per 
vessel ............................................................. 240 

(c) Modification of applications or ap-
provals. An application for modifica-
tion of any pending application or prior 
approval, or of an outstanding Mari-
time Administration contract or Order, 
shall be accompanied by the fee estab-
lished for the original application. 

(d) Reduction or waiver of fees. The 
Maritime Administrator, in appro-
priate circumstances, and upon a writ-
ten finding, may reduce any fee im-
posed by paragraph (b) or (c) of this 
section, or may waive the fee entirely 
in extenuating circumstances where 
the interest of the United States Gov-
ernment would be served. 

[57 FR 23478, June 3, 1992, as amended at 63 
FR 6880, Feb. 11, 1998] 
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Subpart B—Transfers to Nonciti-
zens or to Registry or Oper-
ation Under Authority of a For-
eign Country 

§ 221.11 Required approvals. 
(a) Except as provided in section 

12106(e) of title 46, United States Code, 
a Person may not, without the ap-
proval of the Maritime Administrator: 

(1) Sell, lease, charter, deliver, or in 
any manner Transfer to a Noncitizen, 
or agree (unless such agreement by its 
terms requires approval of the Mari-
time Administrator in order to effect 
such transfer), to sell, lease, charter, 
deliver, or in any manner Transfer to a 
Noncitizen, any interest in or control 
of a Documented Vessel owned by a 
Citizen of the United States or a vessel 
the last documentation of which was 
under the laws of the United States ex-
cept as provided in this part; or 

(2) Place any Documented Vessel, or 
any vessel the last documentation of 
which was under the laws of the United 
States, under foreign registry or oper-
ate that vessel under the authority of a 
foreign country, except as provided in 
this part. 

(b)(1) The approvals required by para-
graph (a)(1) of this section are not re-
quired for the following Documented 
Vessel types if the vessel has been op-
erated exclusively and with bona fides 
for one or more of the following uses, 
under a Certificate of Documentation 
with an appropriate endorsement and 
no other, since initial documentation 
or renewal of its documentation fol-
lowing construction, conversion, or 
transfer from foreign registry, or, if it 
has not yet so operated, if the vessel 
has been designed and built and will be 
operated for one or more of the fol-
lowing uses: 

(i) A Fishing vessel; 
(ii) A Fish processing vessel; 
(iii) A Fish tender vessel; and 
(iv) A Pleasure vessel. 
(2) A vessel of a type specified in 

paragraphs (b)(1)(i) through (iii) of this 
section will not be ineligible for the ap-
proval granted by this paragraph by 
reason of also holding or having held a 
Certificate of Documentation with a 
coastwise or registry endorsement, so 
long as any trading under that author-
ity has been only incidental to the ves-

sel’s principal employment in the fish-
eries and directly related thereto. 

[57 FR 23478, June 3, 1992, as amended at 63 
FR 6880, Feb. 11, 1998] 

§ 221.13 General approval. 
(a) Transactions other than transfer of 

registry or operation under authority of a 
foreign country. (1) The Maritime Ad-
ministrator hereby grants the approval 
required by 46 App. U.S.C. 808(c)(1) for 
the sale, lease, Charter, delivery, or 
any other manner of Transfer to a Non-
citizen of an interest in or control of a 
Documented Vessel owned by a Citizen 
of the United States or a vessel the last 
documentation of which was under the 
laws of the United States except: 

(i) As limited by paragraph (b) of this 
section for transfers to Bowaters Cor-
porations; 

(ii) As limited by § 221.15(d) of this 
part for sales for scrapping; 

(iii) Bareboat or demise Charters of 
vessels operating in the coastwise 
trade. 
A Documented Vessel shall remain doc-
umented following any transaction ap-
proved by this paragraph (a)(1). Other 
approvals may be required by statutes 
other than 46 App. U.S.C. 808(c)(1) and/ 
or by contract for certain vessels. 

(2) The approvals granted by para-
graph (a)(1) of this section shall not 
apply to any such Transfer proposed to 
be made during any period when the 
United States is at war or during any 
national emergency, the existence of 
which has invoked the provisions of 
section 37 of the Shipping Act, 1916, as 
amended (46 App. U.S.C. 835), or to any 
such Transfer proposed to be made to a 
citizen of any country when such 
transfer would be contrary to the for-
eign policy of the United States as de-
clared by an executive department of 
the United States. 

(3) An information copy of any sales 
agreement, bareboat or demise Charter 
entered into pursuant to this approval 
shall be submitted to the Vessel Trans-
fer Officer not later than thirty days 
following a request by that official. 

(4) Except for Charters to Noncitizens 
of documented bulk cargo vessels en-
gaged in carrying bulk raw and proc-
essed agricultural commodities from 
the United States to ports in the geo-
graphic area formerly known as the 
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Union of Soviet Socialist Republics, or 
to other permissible ports of discharge 
for transshipment to the geographic 
area formerly known as the Union of 
Soviet Socialist Republics, pursuant to 
an operating- differential subsidy 
agreement that is consistent with the 
requirements of 46 CFR parts 252 and 
294, this approval excludes and does not 
apply to Transfers to a Person who is 
subject, directly or indirectly, to con-
trol of an entity within any country 
listed by the Department of Commerce 
in 15 CFR part 740, Supplement 1, 
Country Group E, unless such trans-
feree is an individual who has been law-
fully admitted into, and resides in, the 
United States, or to Charters for the 
carriage of cargoes of any kind to or 
from, or for commercial operation 
while within the waters of (as distinct 
from passage through), any of these 
countries. This list of countries is sub-
ject to change from time to time. In-
formation concerning current restric-
tions may be obtained from the Vessel 
Transfer Officer. 

(b) Bowaters corporations. (1) For doc-
umented Vessels other than those oper-
ating in the coastwise trade, the ap-
provals granted in paragraph (a) of this 
section shall apply to Bowaters Cor-
porations. 

(2) The Maritime Administrator here-
by grants approval for the time charter 
of a Documented Vessel of any tonnage 
by a Citizen of the United States to a 
Bowaters Corporation for operation in 
the coastwise trade, subject to the fol-
lowing conditions: 

(i) If non-self-propelled or, if self-pro-
pelled and less than 500 gross tons, no 
such vessel shall engage in the fisheries 
or in the transportation of merchan-
dise or passengers for hire between 
points in the United States embraced 
within the coastwise laws except as a 
service for a parent or subsidiary cor-
poration; and 

(ii) If non-self-propelled or, if self- 
propelled and less than 500 gross tons, 
no such vessel may be subchartered or 
subleased from any such Bowaters Cor-
poration except: 

(A) At prevailing rates; 
(B) For use otherwise than in the do-

mestic noncontiguous trades; 
(C) To a common or contract carrier 

subject to part 3 of the Interstate Com-

merce Act, as amended, which other-
wise qualifies as a Citizen of the United 
States and which is not connected, di-
rectly or indirectly, by way of owner-
ship or control with such corporation. 

[57 FR 23478, June 3, 1992, as amended at 63 
FR 6880, Feb. 11, 1998; 69 FR 54248, Sept. 8, 
2004] 

§ 221.15 Approval for transfer of reg-
istry or operation under authority 
of a foreign country or for scrap-
ping in a foreign country. 

In no case will approval be granted to 
place under foreign registry or to oper-
ate under the authority of a foreign 
country a Fishing Vessel, Fish Proc-
essing Vessel, or Fish Tender Vessel 
that has had its fishery endorsement 
revoked pursuant to Appendix D of 
Public Law 106–554, 114 Stat 2763. Sub-
ject to this exclusion, approval re-
quests will be considered as set forth in 
this section. 

(a) Vessels of under 1,000 gross tons. (1) 
The Maritime Administrator hereby 
grants approval for the Transfer to for-
eign registry and flag or Operation 
Under the Authority of a Foreign 
Country or for scrapping in a foreign 
country of Documented Vessels or ves-
sels the last documentation of which 
was under the laws of the United 
States and which are of under 1,000 
gross tons if at the time of such Trans-
fer there are no liens or encumbrances 
recorded against the vessel in the U.S. 
Coast Guard Documentation Office at 
its last U.S. port of record. 

(2) This approval shall not apply if 
the vessel is to be placed under the reg-
istry, or operated under the authority 
of, or scrapped in any country listed in 
§ 221.13(a)(4) of this part. 

(3) This approval shall not apply to 
any such Transfer proposed to be made 
during any period when the United 
States is at war or during any national 
emergency, the existence of which has 
invoked the provisions of section 37 of 
the Shipping Act, 1916, as amended (46 
App. U.S.C. 835), or to any such Trans-
fer proposed to be made to a citizen of 
any country when such transfer would 
be contrary to the foreign policy of the 
United States as declared by an execu-
tive department of the United States. 
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(b) Vessels of 1,000 gross tons or more. 
(1) Applications for approval of Trans-
fer to foreign registry and flag or Oper-
ation Under the Authority of a Foreign 
Country or for scrapping in a foreign 
country of Documented Vessels or ves-
sels the last documentation of which 
was under the laws of the United 
States and which are of 1,000 gross tons 
or more will be evaluated in light of— 

(i) The type, size speed, general con-
dition, and age of the vessel; 

(ii) The acceptability of the owner, 
proposed transferee and the country of 
registry or the country under the au-
thority of which the vessel is to be op-
erated; and 

(iii) The need to retain the vessel 
under U.S. documentation, ownership 
or control for purposes of national de-
fense, maintenance of an adequate 
merchant marine, foreign policy con-
siderations or the national interest. 

(2) If the application is found to be 
acceptable under the criteria of this 
paragraph, approval will be granted. 
For vessels of under 3,000 gross tons, in 
the absence of unusual circumstances, 
no conditions will be imposed on the 
transfer. For vessels of 3,000 gross tons 
and above, approval will be granted 
upon acceptance by the owner of the 
terms and conditions referred to in 
paragraph (c) or (d) of this section, as 
applicable. Additional terms deemed 
appropriate by the Maritime Adminis-
trator may be imposed. The terms and 
conditions shall be contained in an Ap-
proval Notice and Agreement (‘‘Con-
tract’’) executed prior to issuance of 
the Transfer Order. Unless otherwise 
specified, the terms and conditions 
shall remain in effect for the period of 
the remaining economic life of the ves-
sel or for the duration of a national 
emergency proclaimed by the Presi-
dent prior or subsequent to such Trans-
fer, whichever period is longer. The 
economic life of a vessel for purposes of 
this regulation is deemed to be twenty 
(20) years for tankers and other liquid 
bulk carriers and twenty-five (25) years 
for other vessel types. This period is to 
be calculated from the date the vessel 
was originally accepted for delivery 
from the shipbuilder, but may be ex-
tended for such additional period of 
time as may be determined by the Mar-
itime Administrator if the vessel has 

been substantially rebuilt or modified 
in a manner that warrants such exten-
sion. 

(c) Foreign transfer other than for 
scrapping. If the foreign Transfer of a 
vessel referred to in paragraph (b) of 
this section is other than for the pur-
pose of scrapping the vessel and other 
than a Transfer to the government of 
an acceptable foreign country, and in 
the absence of unusual circumstances 
as determined by the Maritime Admin-
istrator (for example a Transfer to an 
entity controlled by the government of 
an acceptable foreign country), the fol-
lowing conditions will be imposed on 
the transferee: 

(1) Ownership. (i) Without the prior 
written approval of the Maritime Ad-
ministrator, there shall be no further 
Transfer of ownership, change in the 
registry or Operation of such vessel 
Under the Authority of a Foreign 
Country; provided, however, that, if 
the Transfer of ownership is to a Cit-
izen of the United States or other enti-
ty qualified under 46 U.S.C. 12102(a) to 
document a vessel and the vessel is 
thereafter documented under U.S. law, 
no prior written approval shall be re-
quired but the transferee shall notify 
the Vessel Transfer Officer in writing 
of such change in the ownership and 
the U.S. documentation within thirty 
(30) days after such change in owner-
ship and documentation. 

(ii) The restrictions contained in 
paragraph (c)(1)(i) of this section shall 
not be applicable to a change in owner-
ship resulting from the death of the 
vessel owner, so long as notification of 
any such Transfer of ownership occur-
ring by reason of death shall be filed 
with the Vessel Transfer Officer within 
60 days from the date of such Transfer 
identifying with particularity the 
name, legal capacity, citizenship, cur-
rent domicile or address of, or other 
method of direct communication with, 
the transferee(s). 

(2) Requisition. The vessel shall, if re-
quested by the United States, be sold 
or Chartered to the United States on 
the same terms and conditions upon 
which a vessel owned by a Citizen of 
the United States or documented under 
U.S. law could be requisitioned for pur-
chase or Charter pursuant to section 
902 of the Merchant Marine Act, 1936, 
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as amended (46 App. U.S.C. 1242). If the 
vessel is under the flag of a country 
that is a member of the North Atlantic 
Treaty Organization (NATO), the Mari-
time Administrator will consider this 
condition satisfied if the owner fur-
nishes satisfactory evidence that the 
vessel is already in noncommercial 
service under the direction of the gov-
ernment of a NATO country. 

(3) Trade. Without the prior written 
approval of the Maritime Adminis-
trator, the vessel shall not carry car-
goes of any kind to or from, or be oper-
ated commercially while within the 
waters of (as distinct from passage 
through), a country referred to in 
§ 221.13(a)(4) of this part, nor shall there 
be any Charter or other Transfer of an 
interest in the vessel, other than to a 
Citizen of the United States, for car-
riage of cargoes of any kind to or from, 
or for commercial operation while 
within the waters of (as distinct from 
passage through), any such country. 

(4) Default. In the event of default 
under any or all of the conditions set 
forth in paragraphs (c) (1), (2) or (3) of 
this section, the owner shall pay to the 
Maritime Administration, without 
prejudice to any other rights that the 
United States may have, as liquidated 
damages and not as a penalty, the sum 
of not less than $25,000 or more than 
$1,000,000, as specified in the contract, 
and the vessel shall be subject to the 
penalties imposed by 46 App. U.S.C. 808 
and 839. Pursuant to 46 App. U.S.C. 836, 
the Maritime Administrator may remit 
forfeiture of the vessel upon such con-
ditions as may be required under the 
circumstances of the particular case, 
including the payment of a sum in lieu 
of forfeiture, and execution of a new 
agreement containing substantially 
the same conditions set forth above 
and such others as the Maritime Ad-
ministrator may deem appropriate and 
which will be applicable to the vessel 
for the remaining period of the original 
agreement. In order to secure the pay-
ment of any such sums of money as 
may be required as a result of default, 
the transferee shall contractually 
agree, in form and substance approved 
by the Chief Counsel of the Maritime 
Administration, to comply with the 
above conditions and to provide a 
United States commercial surety bond 

or other surety acceptable to the Mari-
time Administrator for an amount not 
less than $25,000 and not more than 
$1,000,000, depending upon the type, size 
and condition of the vessel. ‘‘Other sur-
ety’’ may be any one of the following: 

(i) An irrevocable letter of credit, 
which is acceptable to the Maritime 
Administrator, issued or guaranteed by 
a Citizen of the United States or by a 
federally insured depository institu-
tion; 

(ii) A pledge of United States Govern-
ment securities; 

(iii) The written guarantee of a 
friendly government of which the 
transferee is a national; 

(iv) A written guarantee or bond by a 
United States corporation found by the 
Maritime Administrator to be finan-
cially qualified to service the under-
taking to pay the stipulated amount; 

(v) If the transferee is controlled in 
any manner by one or more Citizens of 
the United States, a contractual agree-
ment in form and substance acceptable 
to the Chief Counsel of the Maritime 
Administration by the transferee and 
the Citizens of the United States with 
authority to exercise such control, if 
found by the Maritime Administrator 
to be financially qualified, jointly and 
severally to pay the stipulated amount, 
such agreement to be secured by the 
written guarantee of the transferee and 
each of the Citizens of the United 
States or other form of guarantee as 
may be required by the Maritime Ad-
ministrator; or 

(vi) Any other surety acceptable to 
the Maritime Administrator and ap-
proved as to form and substance by the 
Chief Counsel of the Maritime Admin-
istration. 

(d) Foreign transfer for scrapping. If 
the transfer of control, whether or not 
there is a transfer of registry, of a ves-
sel referred to in paragraph (b) of this 
section is for the purpose of scrapping 
the vessel abroad, the following condi-
tions will be imposed on the transferee: 

(1) The vessel or any interest therein 
shall not be subsequently sold to any 
Person without the prior written ap-
proval of the Maritime Administrator, 
nor shall it be used for the carriage of 
cargo or passengers of any kind what-
soever. 
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(2) Within a period of 18 months from 
the date of approval of the sale, the 
hull of the vessel shall be completely 
scrapped, dismantled, dismembered, or 
destroyed in such manner and to such 
extent as to prevent the further use 
thereof, or any part thereof, as a ship, 
barge, or any other means of transpor-
tation. 

(3) The scrap resulting from the dem-
olition of the hull of the vessel, the en-
gines, machinery, and major items of 
equipment shall not be sold to, or uti-
lized by, any citizen or instrumentality 
of a country referred to in § 221.13(a)(4) 
of the part, nor may such scrap be ex-
ported to these countries. The engines, 
machinery and major items of equip-
ment shall not be exported to destina-
tions within the United States. 

(4) In the event of default under any 
or all of the conditions set forth in 
paragraphs (d) (1), (2) or (3) of this sec-
tion, the transferee shall pay to the 
Maritime Administration, without 
prejudice to any other rights that the 
United States may have, as liquidated 
damages and not as a penalty, the sum 
of not less than $25,000 or more than 
$1,000,000, as specified in the contract, 
depending upon the size, type and con-
dition of the vessel. This payment shall 
be secured by a surety company bond 
or other surety satisfactory to the 
Maritime Administrator. ‘‘Other sur-
ety’’ may be one of those set out in 
paragraph (c)(4) (i) through (vi) of this 
section. 

(5) There shall be filed with the Ves-
sel Transfer Officer a certificate or 
other evidence satisfactory to the Chief 
Counsel of the Maritime Administra-
tion, duly attested and authenticated 
by a United States Consul, that the 
scrapping of the vessel (hull only) and 
disposal or utilization of the resultant 
scrap and the engines, machinery and 
major items of equipment have been 
accomplished in accord with para-
graphs (d) (2) and (3) of this section. 

(e) Resident agent for service. (1) Any 
proposed foreign transferee shall, prior 
to the issuance and delivery of the 
Transfer Order covering the vessel or 
vessels to be transferred, designate and 
appoint a resident agent in the United 
States to receive and accept service of 
process or other notice in any action or 
proceeding instituted by the United 

States relating to any claim arising 
out of the approved transaction. 

(2) The resident agent designated and 
appointed by the foreign transferee 
shall be subject to approval by the 
Maritime Administrator. To be accept-
able, the resident agent must maintain 
a permanent place of business in the 
United States and shall be a banking or 
lending institution, a ship-owner or 
ship-operating corporation or other 
business entity that is satisfactory to 
the Maritime Administrator. 

(3) Appointment and designation of 
the resident agent shall not be termi-
nated, revoked, amended or altered 
without the prior written approval of 
the Maritime Administrator. 

(4) The foreign transferee shall file 
with the Vessel Transfer Officer a writ-
ten copy of the appointment of the 
resident agent, which copy shall be 
fully endorsed by the resident agent 
stating that it accepts the appoint-
ment, that it will act thereunder and 
that it will notify the Vessel Transfer 
Officer in writing in the event it be-
comes disqualified from so acting by 
reason of any legal restrictions. Serv-
ice of process or notice upon any offi-
cer, agent or employee of the resident 
agent at its permanent place of busi-
ness shall constitute effective service 
on, or notice to, the foreign transferee. 

(f) Administrative provisions. (1) The 
subsequent Transfer of ownership or 
registry of vessels that have been 
Transferred to foreign ownership or 
registry or both, or to Operation Under 
the Authority of a Foreign Country, 
that remain subject to Maritime Ad-
ministration contractual control as set 
forth above, will be subject to substan-
tially the same Maritime Administra-
tion policy considerations that gov-
erned the original Transfer, including 
such changes or modifications that 
have subsequently been made and con-
tinued in effect. Approval of these sub-
sequent Transfers will be subject to the 
same terms and conditions governing 
the foreign Transfer at the time of the 
previous Transfer, as modified (if appli-
cable). 

(2) The authorization for all approved 
transactions, either by virtue of 46 
App. U.S.C. 808, 835 and 839 or the Mari-
time Administration’s Contract with 
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the vessel owner, will be by notifica-
tion in the form of a Transfer Order 
upon receipt of the executed Contract, 
the required bond or other surety, and 
other supporting documentation re-
quired by the Contract. 

(3) In order that the Maritime Ad-
ministration’s records may be main-
tained on a current basis, the trans-
feror and transferee of the vessel are 
required to notify the Vessel Transfer 
Officer of the date and place where the 
approved transaction was completed, 
and the name of the vessel, if changed. 
This information relating to the com-
pletion of the transaction and any 
change in name shall be furnished as 
soon as possible, but not later than 10 
days after the same has occurred. 

[57 FR 23478, June 3, 1992, as amended at 63 
FR 6881, Feb. 11, 1998; 66 FR 55596, Nov. 2, 
2001] 

§ 221.17 Sale of a documented vessel 
by order of a district court. 

(a) A Documented Vessel may be sold 
by order of a district court only to a 
Person eligible to own a Documented 
Vessel or to a mortgagee of the vessel. 
Unless waived by the Maritime Admin-
istrator, a Person purchasing the ves-
sel pursuant to court order or from a 
mortgagee not eligible to document a 
vessel who purchased the vessel pursu-
ant to a court order must document 
the vessel under chapter 121 of title 46, 
United States Code. 

(b) A Person purchasing the vessel, 
pursuant to court order or from a 
mortgagee not eligible to document a 
vessel who purchased the vessel pursu-
ant to a court order, and wishing to ob-
tain waiver of the documentation re-
quirement must submit a request in-
cluding the reason therefor to the Ves-
sel Transfer Officer. 

(c)(1) A mortgagee not eligible to 
own a Documented Vessel shall not op-
erate, or cause operation of, the vessel 
in commerce. Except as provided in 
paragraph (c)(2) of this section, the ves-
sel may not be operated for any pur-
pose without the prior written ap-
proval of the Maritime Administrator. 

(2) The Maritime Administrator here-
by grants approval for a mortgagee not 
eligible to own a Documented Vessel to 
operate the vessel to the extent nec-
essary for the immediate safety of the 

vessel or for repairs, drydocking or 
berthing changes, but only under the 
command of a Citizen of the United 
States. 

[57 FR 23478, June 3, 1992, as amended at 63 
FR 6881, Feb. 11, 1998] 

§ 221.19 Possession or sale of vessels 
by mortgagees or trustees other 
than pursuant to court order. 

(a) A mortgagee or a trustee of a pre-
ferred mortgage on a Documented Ves-
sel that is not eligible to own a Docu-
mented Vessel does not require the ex-
press approval of the Maritime Admin-
istrator to take possession of the vessel 
in the event of default by the mort-
gagor other than by foreclosure pursu-
ant to 46 U.S.C. 31329, if provided for in 
the mortgage or a related financing 
document, but in such event the vessel 
may not be operated, or caused to be 
operated, in commerce. The vessel may 
not, except as provided in paragraph (b) 
of this section, be operated for any 
other purpose unless approved in writ-
ing by the Maritime Administrator, 
nor may the vessel be sold to a Noncit-
izen without the approval of the Mari-
time Administrator. 

(b) The Maritime Administrator 
hereby grants approval for such mort-
gagee or trustee to operate the vessel 
to the extent necessary for the imme-
diate safety of the vessel, for its direct 
return to the United States or for its 
movement within the United States, or 
for repairs, drydocking or berthing 
changes, but only under the command 
of a Citizen of the United States. 

(c) A Noncitizen mortgagee that has 
brought a civil action in rem for en-
forcement of a preferred mortgage lien 
on a citizen-owned Documented Vessel 
pursuant to 46 U.S.C. 31325(b)(1) may 
petition the court pursuant to 46 U.S.C. 
31325(e)(1) for appointment of a receiver 
and, if the receiver is Person eligible to 
own a Documented Vessel, to authorize 
the receiver to operate the mortgaged 
vessel on such terms and conditions as 
the court deems appropriate. If the re-
ceiver is not a Citizen of the United 
States, the vessel may not be operated 
in coastwise trade without prior writ-
ten approval of the Maritime Adminis-
trator. 

[57 FR 23478, June 3, 1992, as amended at 63 
FR 6881, Feb. 11, 1998] 
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Subpart C [Reserved] 

Subpart D—Transactions Involving 
Maritime Interests in Time of 
War or National Emergency 
Under 46 App. U.S.C. 835 [Re-
served] 

Subpart E—Civil Penalties 

§ 221.61 Purpose. 

This subpart describes procedures for 
the administration of civil penalties 
that the Maritime Administration may 
assess under 46 U.S.C. 31309 and 31330, 
and section 9(d) of the Shipping Act, 
1916, as amended (46 App. U.S.C. 808(d)), 
pursuant to 49 U.S.C. 336. 

NOTE: Pursuant to 46 U.S.C. 31309, a general 
penalty of not more than $12,000 may be as-
sessed for each violation of chapter 313 or 46 
U.S.C. subtitle III administered by the Mari-
time Administration, and the regulations in 
this part that are promulgated thereunder, 
except that a person violating 46 U.S.C. 31328 
or 31329 and the regulations promulgated 
thereunder is liable for a civil penalty of not 
more than $30,000 for each violation. A per-
son that charters, sells, transfers or mort-
gages a vessel, or an interest therein, in vio-
lation of 46 App. U.S.C. 808 is liable for a 
civil penalty of not more than $12,000 for 
each violation. These penalty amounts are in 
accordance with Pub. L. 101–410, amended by 
Pub. L. 104–134. Criminal penalties may also 
apply to violations of these statutes. 

[68 FR 33406, June 4, 2003] 

§ 221.63 Investigation. 

(a) When the Vessel Transfer Office 
obtains information that a Person may 
have violated a statute or regulation 
for which a civil penalty may be as-
sessed under this subpart, that Officer 
may investigate the matter and decide 
whether there is sufficient evidence to 
establish a prima facie case that a vio-
lation occurred. 

(b) If that Officer decides there is a 
prima facie case, then that Officer may 
enter into a stipulation with the Party 
in accordance with § 221.67 of this sub-
part, or may refer the matter directly 
to a Hearing Officer for procedures in 
accordance with § 221.73 to 221.89 of this 
subpart. 

§ 221.65 Criteria for determining pen-
alty. 

In determining any penalties as-
sessed, the Vessel Transfer Officer 
under § 221.67 and the Hearing Officer 
under §§ 221.73 to 221.89 of this part 
shall take into account the nature, cir-
cumstances, extent and gravity of the 
violation committed and, with respect 
to the Party, the degree of culpability, 
any history of prior offenses, ability to 
pay and other matters that justice re-
quires. 

§ 221.67 Stipulation procedure. 
(a) When the Vessel Transfer Office 

decides to proceed under this section, 
that Office shall notify the Party in 
writing by registered or certified 
mail— 

(1) Of the alleged violation and the 
applicable statute and regulations; 

(2) Of the maximum penalty that 
may be assessed for each violation; 

(3) Of a summary of the evidence sup-
porting the violation; 

(4) Of the penalty that the Vessel 
Transfer Officer will accept in settle-
ment of the violation; 

(5) Of the right to examine all the 
material in the case file and have a 
copy of all written documents provided 
upon request; 

(6) That by accepting the penalty, 
the Party waives the right to have the 
matter considered by a Hearing Officer 
in accordance with §§ 221.73 to 221.89 of 
this subpart, and that if the Party 
elects to have the matter considered by 
a Hearing Officer, the Hearing Officer 
may assess a penalty less than, equal 
to, or greater than that stipulated in 
settlement if the Hearing Officer finds 
that a violation occurred; and 

(7) That a violation will be kept on 
record and may be used by the Mari-
time Administration in aggravation of 
an assessment of a penalty for a subse-
quent violation by that Party. 

(b) Upon receipt of the notification 
specified in paragraph (a) of this sec-
tion, a Party may within 30 days— 

(1) Agree to the stipulated penalty in 
the manner specified in the notifica-
tion; or 

(2) Notify in writing the Vessel 
Transfer Officer that the Party elects 
to have the matter considered by a 
Hearing Officer in accordance with the 
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procedure specified in §§ 221.73 through 
221.89 of this subpart. 

(c) If, within 30 days of receipt of the 
notification specified in paragraph (a) 
of this section, the Party neither 
agrees to the penalty nor elects the in-
formal hearing procedure, the Party 
will be deemed to have waived its right 
to the informal hearing procedure and 
the penalty will be considered accept-
ed. If a monetary penalty is assessed, it 
is due and payable to the United 
States, and the Maritime Administra-
tion may initiate appropriate action to 
collect the penalty. 

§ 221.69 Hearing Officer. 
(a) The Hearing Officer shall have no 

responsibility, direct or supervisory, 
for the investigation of cases referred 
for the assessment of civil penalties. 

(b) The Hearing Officer shall decide 
each case on the basis of the evidence 
before him or her, and must have no 
prior connection with the case. The 
Hearing Officer is solely responsible for 
the decision in each case referred to 
him or her. 

(c) The Hearing Officer is authorized 
to administer oaths and issue sub-
poenas necessary to the conduct of a 
hearing, to the extent provided by law. 

§ 221.71 Hearing Officer referral. 
If, pursuant to § 221.67(b)(2) of this 

subpart, a Party elects to have the 
matter referred to a Hearing Officer, 
the Vessel Transfer Officer may— 

(a) Decide not to proceed with pen-
alty action, close the case, and notify 
the Party in writing that the case has 
been closed; or 

(b) Refer the matter to a Hearing Of-
ficer with the case file and a record of 
any prior violations by the Party. 

§ 221.73 Initial Hearing Officer consid-
eration. 

(a) When a case is received for action, 
the Hearing Officer shall examine the 
material submitted. If the Hearing Of-
ficer determines that there is insuffi-
cient evidence to proceed, or that there 
is any other reason which would make 
penalty action inappropriate, the Hear-
ing Officer shall return the case to the 
Vessel Transfer Officer with a written 
statement of the reason. The Vessel 
Transfer Officer may close the case or 

investigate the matter further. If addi-
tional evidence supporting a violation 
is discovered, the Vessel Transfer Offi-
cer may resubmit the matter to the 
Hearing Officer. 

(b) If the Hearing Officer determines 
that there is reason to believe that a 
violation has been committed, the 
Hearing Officer notifies the Party in 
writing by registered or certified mail 
of— 

(1) The alleged violation and the ap-
plicable statute and regulations; 

(2) The maximum penalty that may 
be assessed for each violation; 

(3) The general nature of the proce-
dure for assessing and collecting the 
penalty; 

(4) The amount of the penalty that 
appears to be appropriate, based on the 
material then available to the Hearing 
Officer; 

(5) The right to examine all the ma-
terial in the case file and have a copy 
of all written documents provided upon 
requests; and 

(6) The right to request a hearing. 
(c) If at any time it appears that the 

addition of another Party to the pro-
ceedings is necessary or desirable, the 
Hearing Officer will provide the addi-
tional Party and the Party alleged to 
be in violation with notice as described 
above. 

(d) At any time during a proceeding, 
before the Hearing Officer issues a de-
cision under § 221.89, the Hearing Offi-
cer and the Party may agree to a Set-
tlement of the case. 

§ 221.75 Response by party. 
(a) Within 30 days after receipt of no-

tice from the Hearing Officer, the 
Party, or counsel for the Party, may— 

(1) Pay the amount specified in the 
notice as being appropriate; 

(2) In writing request a hearing, 
specifying the issues in dispute; or 

(3) Submit written evidence or argu-
ments in lieu of a hearing. 

(b) The right to a hearing is waived if 
the Party does not submit a request to 
the Hearing Officer within 30 days after 
receipt of notice from the Hearing Offi-
cer, unless additional time has been 
granted by the Hearing Officer. 

(c) The Hearing Officer has discretion 
as to the venue and scheduling of a 
hearing. The hearing will normally be 
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held at the office of the Hearing Offi-
cer. A request for a change of location 
of a hearing or transfer to another 
Hearing Officer must be in writing and 
state the reasons why the requested ac-
tion is necessary or desirable. Action 
on the request is at the discretion of 
the Hearing Officer. 

(d) A Party who has requested a hear-
ing may amend the specification of the 
issues in dispute at any time up to 10 
days before the scheduled date of the 
hearing. Issues raised later than 10 
days before the schedule hearing may 
be presented only at the discretion of 
the Hearing Officer. 

§ 221.77 Disclosure of evidence. 

The Party shall, upon request, be 
provided a free copy of all the evidence 
in the case file, except material that 
would disclose or lead to the disclosure 
of the identity of a confidential in-
formant and any other information 
properly exempt from disclosure. 

§ 221.79 Request for confidential treat-
ment. 

(a) In addition to information treated 
as confidential under § 221.77 of this 
subpart, a request for confidential 
treatment of a document or portion 
thereof may be made by the Person 
supplying the information on the basis 
that the information is— 

(1) Confidential financial informa-
tion, trade secrets, or other material 
exempt from disclosure by the Free-
dom of Information Act (5 U.S.C. 552); 

(2) Required to be held in confidence 
by 18 U.S.C. 1905; or 

(3) Otherwise exempt by law from dis-
closure. 

(b) The Person desiring confidential 
treatment must submit the request to 
the Hearing Officer in writing and the 
reasons justifying nondisclosure. The 
Hearing Officer shall forward any re-
quest for confidential treatment to the 
appropriate official of the Maritime 
Administration for a determination 
hereon. Failure to make a timely re-
quest may result in a document being 
considered as nonconfidential and sub-
ject to release. 

(c) Confidential material shall not be 
considered by the Hearing Officer in 
reaching a decision unless— 

(1) It has been furnished by a Party; 
or 

(2) It has been furnished pursuant to 
a subpoena. 

§ 221.81 Counsel. 
A Party has the right to be rep-

resented at all stages of the proceeding 
by counsel. After receiving notification 
that a Party is represented by counsel, 
the Hearing Officer will direct all fur-
ther communications to that counsel. 

§ 221.83 Witnesses. 
A Party may present the testimony 

of any witness either through a per-
sonal appearance or through a written 
statement. The Party may request the 
assistance of the Hearing Officer in ob-
taining the personal appearance of a 
witness. The request must be in writ-
ing and state the reasons why a written 
statement would be inadequate, the 
issue or issues to which the testimony 
would be relevant, and the substance of 
the expected testimony. If the Hearing 
Officer determines that the personal 
appearance of the witness may materi-
ally aid in the decision on the case, the 
Hearing Officer will seek to obtain the 
witness’ appearance. The Hearing Offi-
cer may move the hearing to the wit-
ness’ location, accept a written state-
ment, or accept a stipulation in lieu of 
testimony. 

§ 221.85 Hearing procedures. 
(a) The Hearing Officer shall conduct 

a fair and impartial proceeding in 
which the Party is given a full oppor-
tunity to be heard. At the opening of a 
hearing, the Hearing Officer shall ad-
vise the Party of the nature of the pro-
ceedings and of the alleged violation. 

(b) The material in the case file per-
tinent to the issues to be determined 
by the Hearing Officer shall first be 
presented. The Party may examine, re-
spond to and rebut this material. The 
Party may offer any facts, statements, 
explanations, documents, sworn or 
unsworn testimony, or other excul-
patory items that bear on the issues, or 
which may be relevant to the size of an 
appropriate penalty. The Hearing Offi-
cer may require the authentication of 
any written exhibit or statement. 

(c) At the close of the Party’s presen-
tation of evidence, the Hearing Officer 
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may allow the introduction of rebuttal 
evidence. The Hearing Officer may 
allow the Party to respond to rebuttal 
evidence submitted. 

(d) In receiving evidence, the Hearing 
Officer shall not be bound by the strict 
rules of evidence. In evaluating the evi-
dence presented, the Hearing Officer 
shall give due consideration to the reli-
ability and relevance of each item of 
evidence. 

(e) After the evidence in the case has 
been presented, the Party may present 
argument on the issues in the case. The 
party may also request an opportunity 
to submit a written statement for con-
sideration by the Hearing Officer. The 
Hearing Officer shall allow a reason-
able time for submission of the state-
ment and shall specify the date by 
which it must be received. If the state-
ment is not received within the speci-
fied time, the Hearing Officer may 
render a decision in the case without 
consideration of the statement. 

§ 221.87 Records. 
(a) A verbatim transcript of a hear-

ing will not normally be prepared. The 
Hearing Officer will prepare notes on 
material and points raised by the 
Party in sufficient detail to permit a 
full and fair review of the case. 

(b) A Party may, at its own expense, 
cause a verbatim transcript to be 
made, in which event the Party shall 
submit, without charge, two copies to 
the Hearing Officer within 30 days of 
the close of the hearing. 

§ 221.89 Hearing Officer’s decision. 
(a) The Hearing Officer shall issue a 

written decision. Any decision to as-
sess a penalty shall be based on sub-
stantial evidence in the record, and 
shall state the basis for the decision. 

(b) If the Hearing Officer finds that 
there is not substantial evidence in the 
record establishing the alleged viola-
tion, the Hearing Officer shall dismiss 
the case. A dismissal is without preju-
dice to the Vessel Transfer Officer’s 
right to refile the case if additional 
evidence is obtained. A dismissal fol-
lowing a rehearing is final and with 
prejudice. 

(c) The Hearing Officer shall notify 
the Party in writing, by certified or 
registered mail, of the decision and, if 

adverse, shall advise the Party of the 
right to an administrative appeal to 
the Maritime Administrator or an indi-
vidual designated by the Administrator 
from that decision. 

(d) If an appeal is not filed within the 
prescribed time, the decision of the 
Hearing Officer constitutes final agen-
cy action in the case. 

§ 221.91 Appeals. 

(a) Any appeal from the decision of 
the Hearing Officer must be submitted 
in writing by the Party to the Hearing 
Officer within 30 days from the date of 
receipt of the Hearing Officer’s deci-
sion. 

(b) The only issues that will be con-
sidered on appeal are those issues spec-
ified in the appeal which were raised 
before the Hearing Officer and jurisdic-
tional questions. 

(c) There is no right to oral argument 
on an appeal. 

(d) The Maritime Administrator or 
an individual designated by the Admin-
istrator will issue a written decision on 
the appeal, and may affirm, reverse, or 
modify the decision, or remand the 
case for new or additional proceedings. 
In the absence of a remand, the deci-
sion on appeal is final agency action. 

(e) The Maritime Administrator or 
an individual designated by the Admin-
istrator shall notify the Party in writ-
ing, by certified or registered mail, of 
the decision on appeal and, if adverse, 
shall advise the Party of the right of 
appeal to the courts. 

§ 221.93 Collection of civil penalties. 

Within 30 days after receipt of the 
Hearing Officer’s decision, or a decision 
on appeal, the Party must submit pay-
ment of any assessed penalty in the 
manner specified in the decision letter. 
Failure to make timely payment will 
result in the institution of appropriate 
action to collect the penalty. 

Subpart F—Other Transfers Involv-
ing Documented Vessels [Re-
served] 
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Subpart G—Savings Provisions 
§ 221.111 Status of prior transactions— 

controlling dates. 
(a) The Maritime Administrator 

hereby grants approval for any trans-
action occurring on or after January 1, 
1989 and prior to July 3, 1991 that was 
lawful under 46 CFR part 221, revised as 
of October 1, 1989. 

(b) The Maritime Administrator 
hereby grants approval for any trans-
action occurring on or after July 3, 1991 
and prior to June 3, 1992 that was law-
ful under 46 CFR part 221, revised as of 
October 1, 1991. 

(c) Any transaction approved by the 
Maritime Administrator prior to Janu-
ary 1, 1989, or any transaction that did 
not require such approval prior to that 
date, shall continue to be lawful. 

PART 232—UNIFORM FINANCIAL 
REPORTING REQUIREMENTS 

Sec. 
232.1 Purpose and applicability. 
232.2 General instructions. 
232.2 (a) Use of Generally Accepted Ac-

counting Principles 
(b) Need to Conform Accounting Informa-

tion 
(c) Reconciliation of Financial Reports 
(d) Submission of Questions 
(e) Effective Date 

232.3 Chart of accounts. 

BALANCE SHEET 

232.4 Balance sheet accounts. 
(A) Asset Accounts 

100 Cash 
120 Marketable Securities 
140 Notes Receivable 
150 Accounts Receivable 
160 Allowance for Bad Debts 
170 Other Current Assets 
300 Restricted Funds 
310 Investments 
330 Property and Equipment 
360 Deferred Charges 
380 Other Assets 
390 Intangible Assets 

(B) Liability Accounts 
400 Notes Payable and Current Portion 
of Long-Term Debt 
420 Accounts Payable 
440 Accrued Liabilities 
450 Other Current Liabilities 
470 Advance Payments and Deposits 
510 Long-Term Debt 
530 Other Liabilities 
560 Deferred Credits 

(C) Equity Accounts 

570 Invested Capital 
580 Treasury Stock 
590 Retained Earnings 

INCOME STATEMENT 

232.5 Income statement accounts. 
(D) Revenue Accounts 

600 Vessel Revenue 
640 Operating-Differential Subsidy 
650 Other Shipping Operations Revenue 
670 Other Revenue 

(E) Expense Accounts 
700 Vessel Operating Expense 
750 Vessel Port Call Expense 
760 Cargo Handling Expense 
800 Inactive Vessel Expense 
860 Other Shipping Operations Expense 
900 General and Administrative Ex-
penses 
940 Depreciation and Amortization Ex-
pense 
950 Other Expense 
960 Interest Expense 
970 Income Taxes 
990 Cumulative Effect of Change in Ac-
counting Policy 
995 Income or Loss from Extraordinary 
Items Net of Taxes 

232.6 Financial report filing requirement. 

AUTHORITY: Section 204(b), Merchant Ma-
rine Act, 1936, as amended (46 App. U.S.C. 
1114(b)); 49 CFR 1.66. 

SOURCE: 48 FR 30122, June 30, 1983, unless 
otherwise noted. 

§ 232.1 Purpose and applicability. 
(a) Purpose. The purpose of this regu-

lation is to establish uniform reporting 
requirements for the preparation of fi-
nancial reports and submissions of in-
formation to the Maritime Administra-
tion. The Maritime Administration 
will, as necessary, issue clarifying in-
structions to those subject to these re-
porting requirements to assist in their 
interpretation and application. The 
uniform reporting requirements consist 
of: 

(1) A chart of accounts defined in this 
regulation. 

(2) Standard financial report formats, 
set forth in Form MA–172 (Revised). 

(b) Applicability. This regulation is 
application to all participants in finan-
cial assistant programs administered 
by the Maritime Administration, U.S. 
Department of Transportation, that 
are required to file periodic financial 
reports with that agency. 

[48 FR 30122, June 30, 1983, as amended at 58 
FR 62043, Nov. 24, 1993] 
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§ 232.2 General instructions. 
(a) Use of generally accepted account-

ing principles. All contractors shall con-
form their accounting policies to gen-
erally accepted accounting principles 
(promulgated by the Financial Ac-
counting Standards Board of the Amer-
ican Institute of Certified Public Ac-
countants). 

(b) Need to conform accounting infor-
mation. All contractors may continue 
to use their current accounting sys-
tem, if the system provides a basis for 
the preparation of reports in the pre-
scribed formats and is consistent with 
generally accepted accounting prin-
ciples. 

(c) Reconciliation of financial reports. 
When a program participant issues cer-
tified financial statements following 
accounting policies different from 
those followed for the financial state-
ment filed with the Maritime Adminis-
tration (such as reports filed with the 
Securities and Exchange Commission, 
public service commissions or other 
regulatory agencies, or reports using 
other acceptable accounting methods 
differing from methods used for this 
regulation’s purposes), the program 
participant shall clearly set forth the 
nature and amount of each adjustment 
necessary to reconcile the published 
statements with those filed with the 
Maritime Administration. 

(d) Submission of questions. (1) A con-
tractor may submit in writing, or by 
electronic options (such as facsimile 
and Internet), if practicable, any ques-
tion involving the interpretation of 
any provision of this part for consider-
ation and decision to the Director, Of-
fice of Financial and Rate Approvals, 
for the Maritime Security Program, or 
Director, Office of Ship Financing, for 
the Maritime Loan Guarantee Program 
(Title XI), Maritime Administration, 
Department of Transportation, 400 Sev-
enth Street, SW., Washington, DC 
20590. Appeals from such interpretation 
will be in accordance with the interpre-
tation letter. 

(2) A contractor who has a question 
of financial accounting or reporting 
procedure pending before the Maritime 
Administration at the time a financial 
report is due shall file the report in ac-
cordance with established scheduled 
dates. The contractor shall include in 

the report a footnote disclosure that 
adequately describes the question 
pending, the manner of presentation in 
the report, and the relative impact on 
the balance sheet and income state-
ment, respectively. 

(e) Effective Date. This regulation is 
effective as of December 27, 1993 and its 
requirements are mandatory for finan-
cial reports for accounting periods end-
ing on or after December 31, 1993. 

[48 FR 30122, June 30, 1983, as amended at 58 
FR 62043, Nov. 24, 1993; 68 FR 62537, Nov. 5, 
2003; 69 FR 61449, Oct. 19, 2004] 

§ 232.3 Chart of accounts. 

(a) Purpose of accounts. A contractor 
shall use this chart of accounts as a 
guide for preparing the financial state-
ments and for other required financial 
reports required to be submitted to the 
Maritime Administration. However, 
whenever there is a conflict between 
the meaning of any term used in the 
Chart of Accounts in this part 232 and 
that stated in any revision to generally 
accepted accounting principles, the 
meaning of the latter shall control and 
shall be followed. 

(b) Account numbers. Contractors are 
not required to use these account num-
bers or titles for their internal ac-
counting. 

(Approved by the Office of Management and 
Budget under control number 2133–0005) 

[48 FR 30122, June 30, 1983, as amended at 58 
FR 62044, Nov. 24, 1993] 

BALANCE SHEET 

§ 232.4 Balance sheet accounts. 

(a) Accounts defined. Each account is 
identified by an account number and 
an account title, followed by a text de-
scribing the accounting information to 
be included in that account. Where 
considered necessary, accounting pro-
cedures are also included to explain 
how the contractor shall disclose infor-
mation for reporting purposes. 

(b) Purpose of balance sheet accounts. 
The balance sheet accounts are in-
tended to disclose the financial condi-
tion of the contractor as of a given 
date. 

(A) Asset Accounts. 
(1 100 Cash. 
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(i) This account shall include the 
amount of current funds available on 
demand in the hands of financial offi-
cers or deposited in banks or trust 
companies, including cash in transit 
for which agents or others have re-
ceived credit. Cash appropriated or oth-
erwise restricted for any purpose shall 
be included in Account 300, ‘‘Restricted 
Funds.’’ 

(ii) Compensating balances included 
in this account shall be disclosed by 
appropriate footnote. 

(2) 120 Marketable Securities. 
(i) This account shall include securi-

ties and other temporary investments 
which are available for general pur-
poses of the business. In no case shall 
securities of the reporting contractor 
or of a related party be included in this 
account. Separate subaccounts may be 
used to account for discounts and pre-
miums on marketable securities. 

(ii) For financial reporting, the lower 
of aggregate cost or market value at 
the balance sheet date shall be used to 
value securities included in this ac-
count. 

(3) 140 Notes Receivable. 
(i) This account shall include the 

amount of all obligations in the form 
of short-term notes receivable or other 
evidences (except interest coupons) of 
money receivable and due on demand 
or within one year from date of issue. 

(ii) Separate subaccounts shall be 
used to segregate notes receivable from 
related parties. 

(4) 150 Accounts Receivable. 
(i) This account shall include trade 

or traffic receivables and claims receiv-
able from insurance underwriters and 
other miscellaneous receivables not 
otherwise provided for in other ac-
counts. Accrued accounts receivable 
for interest, dividends, rents, royalties, 
charters and other unmatured receiv-
ables of a current nature shall be re-
ported in this account, except those ac-
crued amounts which are required to be 
deposited to a restricted fund. 

(ii) Separate subaccounts shall be 
used to segregate trade or traffic re-
ceivables, claims receivables and mis-
cellaneous receivables. Receivables 
arising from transactions with related 
parties shall also be segregated. 

(iii) This account shall also be used 
to report construction-differential sub-

sidy (CDS) and operating-differential 
subsidy (ODS) estimated to have ac-
crued to the contractor and which re-
main unpaid as of the balance sheet 
date. 

(iv) Separate subaccounts shall be 
maintained by contract number and, 
under each contract, identified by year 
of termination and by category of sub-
sidy as applicable, e.g., for CDS cat-
egories may include design and inspec-
tion costs; and for ODS categories may 
include wages, maintenance and repair, 
and any other category for which the 
contractor receives an operating sub-
sidy. 

(5) 160 Allowance for Bad Debts. 
This account shall be credited at the 

close of each accounting period for es-
timated uncollectable notes and ac-
counts. 

(6) 170 Other Current Assets. 
(i) Inventories, prepaid expenses and 

other items that are expected to be 
used or consumed within 12 months of 
purchase or acquisition shall be re-
ported in this account. 

(ii) Acquisition of similar items that 
will not be used or consumed within 
one year should be reported as part of 
account 360, Other Assets. 

(iii) For Financial Report purposes, 
this account shall be used to record the 
contra entries of accrued deposits in 
account 300 Restricted Funds. 

(7) 300 Restricted Funds. 
(i) This account shall include the 

amount of cash and securities (at cost) 
deposited to any restricted fund, in-
cluding but not limited to Title XI Re-
serve or Restricted Fund, Capital Con-
struction Fund, Construction Reserve 
Fund, Title XI Escrow Fund, Title XI 
Construction Fund, Drilling Rig Re-
serve Fund, Insurance Fund, Debt Re-
tirement Fund, special and guarantee 
deposits. 

(ii) For each fund established, sub-
sidiary accounts shall be used to sepa-
rately account for cash or securities 
deposited to the fund. At the close of 
each accounting period accrual entries 
shall be made to account for earned but 
undeposited investment income. 

(iii) Compensating balances under an 
agreement which legally restricts the 
use of such funds and constitutes sup-
port for borrowing arrangements shall 
be included in this account. 
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(iv) Deposits required to be made into 
any Restricted Fund are to be included 
in the column ‘‘Accrued for Deposit’’— 
appearing in Schedule 211. The contra 
entry for the accrual shall be credited 
to account 170 Other Current Assets. 

(8) 310 Investments. 
(i) This account shall include 

amounts of investment instruments in-
tended to be held more than one year 
and includes securities of related par-
ties, noncurrent notes receivable and 
noncurrent accounts receivable, both 
from related parties and others, cash 
value of life insurance policies and 
other investments. Noncurrent mar-
ketable securities shall be carried at 
the lower of aggregate cost or market 
value at the balance sheet date. 

(ii) Separate subaccounts shall be 
maintained for the various invest-
ments, including those resulting from 
related party transactions. 

(iii) For financial reporting purposes, 
the lower of cost or market value at 
the close of business on the balance 
sheet date will be used to value the se-
curities included in the account except 
as noted below. 

(iv) Investments in related parties 
must be reported using the equity or 
consolidated basis of accounting as 
adopted by the Financial Accounting 
Standards Board. 

(9) 330 Property and Equipment. 
(i) This account shall include the 

cost of acquisition or construction and 
related capitalizable cost, including ad-
ditions and betterments and all other 
associated cost necessary to place the 
respective property and equipment in 
acceptable condition for its intended 
use. This account shall also include the 
capitalized amount of financing leases, 
computed in accordance with generally 
accepted accounting principles, as pre-
scribed by the Securities and Exchange 
Commission and the Financial Ac-
counting Standard Board. 

(ii) Subaccounts shall be maintained 
by type and category of property and 
equipment such as, but not limited to, 
the following: (A) Floating equipment, 
including self-propelled vessels for 
transporting cargo or passengers in 
U.S. foreign or worldwide foreign com-
merce, tugs and barges, drilling plat-
forms used in offshore operations, fish-
ing and associated service vessels, serv-

ice vessels used in conjunction with 
off-shore drilling platforms and deep- 
water mining operations, lighters pri-
marily used to transport cargo within 
port areas and river systems or carried 
aboard mother vessels—i.e., LASH and 
SEABEE lighters and barges, other 
floating equipment ancillary to the op-
erator’s primary vessel operations; (B) 
containers and flat racks; (C) chassis 
and trailer equipment; (D) terminal 
property and cargo handling equip-
ment; (E) other property and equip-
ment; (F) leaseholds, leasehold im-
provements and Capital Leases; and (G) 
construction work-in-progress (to pro-
vide information by project or by type 
of capitalized asset cost category). For 
each asset account within account 330 
a separate depreciation or amortiza-
tion accumulation account must be es-
tablished except for work-in-progress 
accounts. 

(10) 360 Deferred Charges. 
(i) This account shall be used to re-

port expenses, the payment for which 
the contractor has become liable cur-
rently, but which will not be charged 
to income within one year of the bal-
ance sheet date. 

(ii) Separate subaccounts shall be 
maintained to identify the different 
categories of expense included in this 
account. These subaccounts may in-
clude such items as prepaid insurance; 
the expense of issuing long-term debt 
and for absorption of discounts on the 
stated value of the debt instruments; 
organization expenses; deferred prepay-
ments and other deferred charges. 

(iii) Separate subaccounts shall be 
maintained for amortization of the var-
ious deferred charges included in this 
account. 

(11) 380 Other Assets. 
All assets, not otherwise provided for 

above, shall be reported in this ac-
count. Separate subaccounts shall be 
maintained for the various types of as-
sets, including notes and accounts re-
ceivable which are not due in the nor-
mal course of business within one year 
of the balance sheet date. Each type of 
asset shall be further segregated to dis-
close amounts due from officers and 
employees of the reporting contractor 
or operator, officers and employees of 
related parties, related parties them-
selves, allowance for the trade in of 
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vessels to the Maritime Administration 
(where the allowance is to be applied 
by the agency on behalf of the con-
tractor toward progress payments on 
new construction) and other assets not 
otherwise accounted for as miscella-
neous assets. 

(12) 390 Intangible Assets. 
(i) This account shall be used to re-

port the amount of goodwill attributed 
to the cost of acquiring a business or 
segment of a business from an unre-
lated party, as well as the cost of ac-
quiring by purchase, development or 
other means such intangible assets as 
patents, copyrights, trade names, oper-
ating rights, and similar assets. 

(ii) The contractor shall maintain 
separate subaccounts for the identified 
intangible assets, including sub-
accounts to identify their respective 
amortization. 

(B) Liability Accounts. 
(1) 400 Notes Payable and Current Por-

tion of Long-Term Debt. 
(i) The amount reported for this ac-

count shall include the face value of 
notes, drafts and other evidences of in-
debtedness issued by the contractor 
which are payable on demand or within 
one year of the balance sheet date. 

(ii) Separate subaccounts shall be 
used to identify different groups of 
creditors, e.g., banks, insurance compa-
nies, officers and employees, related 
parties and all other creditors. 

(iii) The amount of capitalized lease 
liability maturing during the twelve 
months following the balance sheet 
date shall also be reported in this ac-
count. A record shall be maintained for 
each lease agreement, with a descrip-
tion of the type of equipment under 
lease. 

(iv) This account shall not include 
obligations due within one year which 
the contractor intends to refinance on 
a long-term basis or which are payable 
from restricted funds. Long-term refi-
nancing of short-term obligations 
means replacement with long-term ob-
ligations or equity securities or re-
newal, extension, or replacement with 
short-term obligations for an uninter-
rupted period extending beyond one 
year from the balance sheet date. Such 
short-term obligations are to be re-
corded in account 510, Long-term Debt. 

(2) 420 Accounts Payable. 

(i) The amount reported for this ac-
count shall include accounts payable— 
trade; accounts payable—traffic; pen-
sion and welfare funds; accounts pay-
able—Maritime Administration; and 
other accounts payable. 

(ii) Sufficient information shall be 
maintained to identify individual 
creditors and the general categories or 
classification of the liabilities. 

(iii) Debts of individual creditors not 
incurred in the normal course of busi-
ness shall be identified by group, e.g., 
officers and employees, affiliated com-
panies, officers and employees of an af-
filiated company, and other appro-
priate groupings of creditors not other-
wise affiliated in any way with the con-
tractor. 

(3) 440 Accrued Liabilities. 
(i) This account shall be used to re-

port the amount of accrued taxes, ac-
crued operating expenses and other ac-
crued liabilities arising in the regular 
course of business. 

(ii) Subaccounts shall be maintained 
for each category of liability. 

(4) 450 Other Current Liabilities. 
(i) This account shall include all cur-

rent liabilities for which no other ac-
count has been provided. 

(ii) Subaccounts shall be maintained 
to account separately for each class of 
current liabilities that arise from 
transactions with officers or employ-
ees, affiliated companies and officers or 
employees of affiliated companies, and 
must be readily identifiable to facili-
tate financial reporting requirements. 

(5) 470 Advance Payments and Depos-
its. 

(i) This account shall be used to re-
port the balance of collections from 
customers for services not yet provided 
by the contractor. 

(ii) Sufficient accounting informa-
tion shall be maintained to readily dis-
close collections from related parties. 

(6) 510 Long-Term Debt. 
(i) This account shall be used to re-

port the noncurrent portion of long- 
term debt, including mortgage notes 
payable to the Maritime Administra-
tion, U.S. Government insured or guar-
anteed debt obligations issued under 
Title XI of the Act, and the face 
amount of bonds, debentures and other 
long-term debt not provided for in 
other accounts. 
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(ii) Subaccounts shall be maintained 
to disclose unsecured and secured debt 
by creditor and by secured asset. 

(iii) This account shall also include 
the balance of the long-term portion of 
capitalized lease liabilities. Reporting 
shall be by lease agreement and type of 
asset leased. 

(iv) This account shall also include 
obligations due within one year which 
are expected to be refinanced on a 
long-term basis in accordance with the 
discussion of Account 400. 

(v) Separate subaccounts shall be 
maintained to record the premiums for 
each class of funded debt (which shall 
be amortized over the respective lives 
of the securities by credit to Account 
670, Other Revenue). 

(7) 530 Other Liabilities. 
(i) This account shall be used to re-

port the balance of all other liabilities 
maturing after one year from the bal-
ance sheet date and for which no other 
account has been specifically provided. 

(ii) Subsidiary accounts shall be 
maintained for each category or type 
of liability and accounted for by debt-
or. 

(iii) Reporting of balances out-
standing shall show separately 
amounts due to officers and employees, 
affiliated companies and officers and 
employees of affiliated companies. 

(8) 560 Deferred Credits. 
This account shall be used to report 

the amount of accumulated deferred 
income taxes, income or credits for 
which no other account is specifically 
provided. 

(C) Equity Accounts. 
(1) 570 Invested Capital. 
This account shall be used to report 

the amount of capital contribution by 
an individual in a proprietary com-
pany, by partners of a partnership, and 
by stockholders of a corporation for 
the par or stated value of the capital 
stock outstanding and additional paid- 
in capital. 

(2) 580 Treasury Stock. 
This account shall be used to report 

the cost to the contractor of its stock 
that has been reacquired. 

(3) 590 Retained Earnings. 
(i) This account shall be used to re-

port the balance of restricted and unre-
stricted retained earnings for an incor-
porated business entity. Subsidiary ac-

counts shall be used for each class of 
restricted earnings. 

(ii) Partnerships should make appro-
priate changes of titles to account for 
partners accounts. 

(iii) For purposes of meeting the 
Maritime Administration’s Dividend 
Policy for Operators Receiving ODS (46 
CFR part 283), accounting information 
for unrestricted retained earnings shall 
be made available to show the income 
or loss taken into retained earnings, 
dividends and other distributions paid, 
and the current balance of unrestricted 
retained earnings available for dis-
tribution. 

[48 FR 30122, June 30, 1983, as amended at 58 
FR 62044, Nov. 24, 1993; 58 FR 64798, Dec. 9, 
1993] 

INCOME STATEMENT 

§ 232.5 Income Statement Accounts. 

(a) Accounts Defined. Each account 
shall be identified by an account num-
ber and an account title followed by a 
text describing the accounting infor-
mation to be included in that account. 

(b) Purpose of Income and Expense Ac-
counts. The income and expense ac-
counts shall show for each reporting 
period the amount of money the con-
tractor is entitled to receive for serv-
ices rendered; the income accrued from 
investments in securities and property; 
accrued expenses; and income and ex-
pense attributable to extraordinary 
items. 

(D) Revenue Accounts. 
(1) 600 Vessel Revenue. 
(i) This account shall be used to re-

port revenue (including surcharges) 
from operations. As used here, vessel 
refers to any asset that qualifies for 
obligation guarantees pursuant to reg-
ulations issued under Title XI of the 
Act (46 CFR part 298). 

(ii) For contractors who operate ves-
sels in the U.S. foreign commerce with 
a construction or operating-differential 
subsidy agreement (CDSA or ODSA), 
operating revenue attributed to such 
vessels shall be separately accounted 
for to report the following: Freight-for-
eign, freight-coastwise and inter-
coastal; passenger-foreign, passenger- 
coastwide and intercoastal; charter 
revenue; and other voyage revenue. 
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Contractors with an ODSA shall fur-
ther describe freight and passenger rev-
enue—foreign (including surcharges), 
U.S. foreign commerce revenue out-
bound and foreign commerce revenue 
(transportation between foreign ports). 
Revenue shall be accounted for to fa-
cilitate reporting the source of revenue 
by trade route or service area. 

(iii) All other contractors shall re-
port vessel revenue by category or 
class, or by operating segment or divi-
sion if different business segments or 
operating divisions produce vessel rev-
enue. 

(iv) Except as otherwise provided in 
paragraph (D)(1)(i) of this section, ves-
sel revenue shall be accounted for fol-
lowing generally accepted accounting 
principles for the segment of the mari-
time industry of which the contractor 
is a part and shall be applied consist-
ently between reporting periods. 

(2) 640 Operating-Differential Subsidy. 
(i) This account shall be used to re-

port the revenue accrued under provi-
sions of the ODSA. 

(ii) Subsidiary accounts shall be used 
to account for the amount of subsidy 
accrued by expense classifications to 
include: Wages of officers and crew; 
subsistence of officers and crew; main-
tenance, repairs and upkeep not com-
pensated by insurance; hull and ma-
chinery insurance premiums; protec-
tion and indemnity insurance pre-
miums; protection and indemnity in-
surance; deductible expense attributed 
to illness or injury of crew members; 
and other expense categories as may be 
specified in the ODSA. 

(iii) Records shall be maintained by 
vessel for each trade route or service 
area in which a vessel subject to an 
ODSA operates. 

(iv) If ODS is accrued at substan-
tially different rates developed by the 
contractor applicable to any year in 
which final rates have not been agreed 
to, the difference between the ODS ac-
cruals based on billing rates estab-
lished by MARAD and the ODS accru-
als based on the contractor’s rates 
shall be disclosed in appropriate foot-
notes to the balance sheet and to the 
income statement. 

(3) 650 Other Shipping Operations 
Revenue. 

This account shall be used to report 
revenue earned from shipping activi-
ties other than vessel operations. Ex-
amples are revenue from pooling agree-
ments, terminal services provided to 
others, and cargo handling services 
performed for others; cargo equipment 
rentals, and repairs to cargo equipment 
belonging to others; agency fees, com-
missions and brokerage fees earned. 

(4) 670 Other Revenue. 
This account shall be used to report 

revenue from the following sources: In-
terest bearing securities, dividends 
from capital stock, gains from the sale 
of assets not accounted for under the 
provisions prescribed for account 995, 
amortization of premium on funded 
debt, income or loss from subsidiaries, 
and other revenue not otherwise pro-
vided for, including nonshipping oper-
ations revenue. 

(E) Expense Accounts. 
(1) 700 Vessel Operating Expense. 
(i) This account shall be used to re-

port expenses of vessel operations of 
any kind. As used here, vessel has the 
same meaning as in paragraph (D)(1)(i) 
of this section. 

(ii) For contractors with an ODSA 
who operate vessels subject to such an 
agreement in the U.S.-foreign com-
merce or worldwide foreign commerce, 
vessel expense shall be recorded by cat-
egory as follows: Salaries and wages of 
officers and unlicensed crew, including 
relief crews and others regularly em-
ployed aboard the vessel; fringe bene-
fits, such as pension and welfare, vaca-
tion payments to unions on behalf of 
the officers, crew and others, accrued 
payroll taxes; consumable stores, sup-
plies and equipment, sales taxes, deliv-
ery and inspection charges; vessel 
maintenance and repair expense, in-
cluding laundry service, inspection 
services, cost of maintaining expend-
able equipment and other costs not re-
coverable from insurance which are in-
tegral parts of vessels (including the 
purchase of permanent equipment and 
spares required by the classification so-
cieties in the United States and its ter-
ritories and possessions); hull and ma-
chinery insurance costs, including pre-
mium expense, deductibles which have 
been incurred or paid, protection and 
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indemnity insurance, including pre-
mium expense, personal injury and ill-
ness deductibles which have been in-
curred or paid, and second seaman’s in-
surance premiums; premiums for other 
marine risk insurance involving the 
vessel and not properly chargeable to 
hull and machinery insurance or to 
protection and indemnity insurance ac-
counts; vessel fuel and incidental costs; 
charter hire expenses, including time, 
trip, short-term and long-term 
bareboat charter hire; and other vessel 
expenses not properly chargeable to 
other accounts described herein which 
are incidental to the operation of ves-
sels. 

(iii) For contractors who own or op-
erate vessels not subject to an ODSA, 
vessel expense shall include all ex-
penses directly attributable to the op-
eration of vessels. Such expense shall 
include such expense classifications as 
generally in use by the segment of the 
industry with which the contractor is 
identified. To the extent applicable, 
the expense classifications mentioned 
in the preceding paragraph (ii) shall be 
used. 

(iv) Contractors operating vessels to 
transport cargo or passengers shall 
maintain appropriate vessel expense 
records for the purpose of filing vessel 
operating reports with the Maritime 
Administration. 

(2) 750 Vessel Port Call Expense. 
(i) This account shall be used to re-

port the expenses of a vessel at each 
port of call. Port call expenses may in-
clude: Charges for wharfage and dock-
age of the vessel, pilotage, entry dues 
and fees, port dues and taxes; anchor 
dues; canal tolls; launch hire, and tug 
hire; dispatch and husbanding fees of 
agents; and other port and terminal ex-
penses. 

(ii) Port charges attributable to the 
vessel’s cargo or passengers are not to 
be reported in this account. Such ex-
penses shall be reported in Account 760, 
Cargo Handling Expense. 

(3) 760 Cargo Handling Expense. 
This account shall be used to report 

all expenses directly attributable to 
the handling of cargo or passengers for 
a fee. This account shall include: Cost 
of preparing a vessel to receive cargo; 
cost of loading and discharging of the 
vessel’s cargo, including stevedoring 

and equipment and service charges of 
stevedoring contractors; cost of trans-
porting cargo from the point of deliv-
ery into the possession of the con-
tractor to the loading port and from 
the discharge port to the point of deliv-
ery stipulated by the freight agreement 
if different from the port of discharge; 
brokerage expense, including commis-
sions paid brokers’ agencies for the 
procurement of passengers or freight; 
cargo loading plans, demurrage, costs 
incidental to receiving, delivering and 
warehousing at freight station facili-
ties; and other charges for cargo serv-
ices performed by others. 

(4) 800 Inactive Vessel Expense. 
(i) This account shall be used to re-

port all expenses incurred during and 
directly incident to inactive periods of 
vessels. 

(ii) Expenses in this account include: 
Wages of officers and crew; contribu-
tions to crew fringe benefit plans; ac-
crued payroll taxes; subsistence cost of 
personnel assigned to inactive vessels; 
consumables other than subsistence 
items; vessel maintenance expense; 
vessel repairs; insurance expense; char-
ter hire cost; wharfage and dockage; 
port expense; and miscellaneous ex-
penses. 

(5) 860 Other Shipping Operations Ex-
pense. 

This account shall be used to report 
cost of container leasing, maintenance 
and repair cost and costs of shipping 
related activities in which the con-
tractor engages to support vessels, 
such as terminal operations, cargo 
equipment, fleet operations, cargo 
pooling agreements, container loading 
and other activities that are not ac-
counted for elsewhere and that are an-
cillary to the contractor’s vessel oper-
ations. 

(6) 900 General and Administrative Ex-
penses. 

(i) This account shall be used to re-
port the administrative and general ex-
penses incurred in the operation of the 
business. 

(ii) This account shall include: Com-
pensation of corporate officers, direc-
tors, administrative and service em-
ployees; fringe benefits of general and 
administrative personnel; legal fees; 
accounting and auditing fees; other 
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professional fees; office and storage ex-
pense; utilities; communications ex-
pense; data processing expense; dues; 
subscriptions; entertainment; travel 
expense; insurance expense; mainte-
nance and repair expense for office fa-
cilities; fixtures and equipment; fees 
and commissions paid to managing 
agents; advertising expense; foreign 
currency conversion; and other ex-
penses to enhance the operation of the 
business. 

(7) 940 Depreciation and Amortization 
Expense. 

(i) This account shall be maintained 
by class of assets as accounted for in 
the property and equipment accounts. 

(ii) Subaccounts shall be grouped by 
classifications such as: Vessels; termi-
nals; cargo equipment; office furniture 
and fixtures; and nonshipping assets. 

(8) 950 Other Expense. 
This account is to be used to report 

expenses not chargeable to any other 
expense account. Such charges may in-
clude: Amortization of deferred 
charges; taxes other than income; debt 
discount and expense; nonshipping op-
erations expense; organization and 
preoperating expense and other mis-
cellaneous deferred charges; as well as 
doubtful notes and accounts receivable. 

(9) 960 Interest Expense. 
(i) This account shall be used to re-

port all interest expense accrued and 
charged to income during the period. 

(ii) Subaccounts shall be maintained 
by debt source/contract to provide in-
formation needed to fulfill reporting 
disclosure requirements. 

(10) 970 Income Taxes. 
(i) This account shall be used to re-

port accrued income tax liability for 
the current year’s operation exclusive 
of extraordinary items, discontinued 
operations and the cumulative effect of 
a change in accounting policy. 

(ii) Sufficient accounting records 
shall be maintained to meet income 
and expense allocation requirements 
that may exist as a result of a Capital 
Construction Fund Agreement entered 
into under 46 CFR parts 390 and 391, 
pursuant to provisions of Title VI of 
the Act. 

(11) 990 Cumulative Effect of Change 
in Accounting Policy. 

(i) This account shall be used to re-
port the cumulative effect of a change 

in accounting policy or a change re-
quired under generally accepted ac-
counting principles. 

(ii) A footnote shall be added to the 
income statement explaining the sub-
stance of the old and new accounting 
methods and the reason supporting the 
change in accounting policy. 

(iii) The amount reported in this ac-
count shall be net of all taxes. 

(12) 995 Income or Loss from Extraor-
dinary Items Net of Taxes. 

(i) Amounts representing gain or loss 
from extraordinary items, as defined 
by generally accepted accounting prin-
ciples customarily applied in the indus-
try of which the contractor is a part, 
shall be reported in this account. Gen-
erally, these transactions would be at-
tributed to insurance proceeds from 
the total loss of a vessel or cata-
strophic losses to shore-based facili-
ties, as well as from sales of damaged 
assets scrapped because of a natural ca-
tastrophe, and disposal of assets used 
primarily in a business segment which 
is being discontinued. 

(ii) Sufficient records shall be main-
tained to fully describe and account for 
all aspects of each item reported in 
this account, and when a firm commit-
ment is made to dispose of an oper-
ating business segment, a provision for 
anticipated gain or loss to be realized 
in the subsequent period from disposal 
of assets and winding down of oper-
ations of the discontinued segment 
shall be taken into income in the year 
the contractor makes the decision. 

(iii) Amounts in this account must be 
net of all taxes including Federal in-
come taxes. 

[48 FR 30122, June 30, 1983, as amended at 58 
FR 62044, Nov. 24, 1993] 

§ 232.6 Financial report filing require-
ment. 

(a) Reporting Frequency and Due 
Dates. The contractor shall file a semi-
annual financial report and an annual 
financial report, in the format referred 
to in § 232.1(a)(2), which MARAD shall 
make available to the contractor. This 
Form MA–172 (Revised) shall be pre-
pared in accordance with generally ac-
cepted accounting principles and modi-
fied to the extent necessary to comply 
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with this regulation. The annual finan-
cial report shall be reconciled to the fi-
nancial statements audited by inde-
pendent certified public accountants 
(CPAs) licensed to practice by a state 
or other political subdivision of the 
United States, or licensed public ac-
countants licensed to practice by regu-
latory authority or other political sub-
division of the United States on or be-
fore December 31, 1970. Both the annual 
and semiannual financial reports shall 
be due within 120 days after the close of 
the contractor’s annual or semiannual 
accounting period. If certified (CPA) 
statements are not available when re-
quired, company certified statements 
are to be submitted within the due 
dates, and the CPA statements shall be 
submitted as soon as available. The re-
spondent may, in place of any Sched-
ule(s) contained in the Form MA–172, 
submit a schedule or schedules from its 
audited financial statements, or a com-
puter print-out or schedule, consistent 
with the instructions provided in the 
MARAD formats. MARAD will accept 
electronic options (such as facsimile 
and Internet) for transmission of re-
quired information to MARAD, if prac-
ticable. 

(b) Certification. Annual and semi-
annual reports shall be approved by the 
Respondent and Official of Respondent 

whom MARAD may contact regarding 
the report in the reporting formats pre-
scribed as the MA–172 submission. 

(c) Presumption of confidentiality. 
MARAD will initially presume that 
each part of the financial reports or 
data submitted as prescribed by this 
Regulation, other than Schedule 101— 
Identity of Respondent and Schedules 
102 and 103, only with respect to the 
names and titles of directors and prin-
cipal officers and employees, is privi-
leged or confidential within the mean-
ing of 5 U.S.C. 552(b)(4). In the event of 
a subsequent request for any portion of 
the reports or data under 5 U.S.C. 552, 
the submitter will be notified of such 
request and given the opportunity to 
comment. The contractor shall claim 
confidentiality at that time by memo-
randum or letter stating the basis, in 
detail, for such assertion of exemption, 
including but not limited to statutory 
and decisional authorities. Those parts 
not so claimed by the submitter to be 
confidential will be disclosed, and 
those parts so claimed will be subject 
to initial determination by the Free-
dom of Information Act Officer. 

(Approved by the Office of Management and 
Budget under control number 2133–0005) 

[48 FR 30122, June 30, 1983, as amended at 68 
FR 62537, Nov. 5, 2003; 69 FR 61449, Oct. 19, 
2004] 
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