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be eligible for M&R subsidy pursuant 
to § 272.22 of this part. 

(i) M&R and M&R Subsidy mean, re-
spectively, maintenance and repairs 
and maintenance and repair subsidy 
payable pursuant to section 603 of the 
Act. 

(j) ODS and ODSA refer, respectively, 
to operating-differential subsidy pro-
vided under an operating-differential 
subsidy agreement entered into pursu-
ant to title VI of the Act. 

(k) Operator means any individual, 
partnership, corporation, or associa-
tion that enters into an ODSA with the 
Board pursuant to title VI of the Act. 

(l) Permanent equipment means Equip-
ment that is, or is intended to become 
when installed, an integral, permanent, 
built-in part of the vessel. 

(m) Region Office means any one of 
the four Maritime Administration Re-
gion Offices in New York, NY; New Or-
leans, LA; San Francisco, CA; and Chi-
cago, IL; established pursuant to sec-
tion 809 of the Act. 

(n) Spare parts means such items as 
spare propellers and tailshafts and self- 
contained operable units of machinery 
or equipment, as well as those items 
generally recognized within the mari-
time industry as Spare Parts. 

(o) United States means the states of 
the United States, the District of Co-
lumbia and Puerto Rico. 

§ 272.4 Effective date. 

The provisions of this part apply to 
voyages of every Eligible Vessel which 
terminate on or after September 26, 
1990. 

§ 272.5 Prior instructions superseded. 

The provisions of this part supersede 
any provisions of MARAD Circular Let-
ters and Accounting Instructions appli-
cable to M&R and dated prior to the ef-
fective date of these regulations to the 
extent that the provisions of this part 
may be inconsistent with the provi-
sions of such prior instructions. 

Subpart B—Requirements and Pro-
cedures for Determining the 
Condition of Eligible Vessels 

§ 272.11 Scope. 

This subpart applies to any Eligible 
Vessel, other than one operating under 
an ODSA subject to part 294 of this 
chapter. 

§ 272.12 Determining the condition of 
eligible vessels. 

The Operator of an Eligible Vessel 
shall make the vessel available when-
ever MARAD may require, in any of 
the following instances: 

(a) At the commencement of the first 
subsidized voyage, except for a newly 
constructed vessel which enters sub-
sidized service immediately upon deliv-
ery by the shipyard, and for which 
there is a prior condition survey re-
port. If that subsidized service com-
mences outside the continental limits 
of the United States, the vessel may be 
surveyed at the first United States 
port of call; 

(b) At the commencement of the first 
voyage following the effective date for 
M&R subsidy established by MARAD, if 
such M&R rate was not established at 
the commencement of the vessel’s first 
voyage; 

(c) Upon the discontinuance of a 
M&R subsidy rate; 

(d) Upon resumption of subsidized 
voyages after temporary withdrawal 
from subsidized operation. The vessel 
shall not be considered as having been 
temporarily withdrawn from subsidized 
service if it performed unsubsidized 
voyages in a subsidized service of the 
Operator; 

(e) Upon withdrawal from subsidized 
service, either temporarily (subject to 
the provisions of paragraph (d) of 
§ 272.14), or permanently; 

(f) During the dry docking period in-
cident to the vessel’s American Bureau 
of Shipping Special Surveys; 

(g) Upon termination of the last voy-
age under the ODSA, or at the end of 
the contract period, with respect to 
subsidized vessels in idle status at that 
time; or 

(h) At any other time that MARAD 
considers to be appropriate. 
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§ 272.13 Operator’s responsibilities. 
Whenever MARAD notifies an Oper-

ator that a survey of an Eligible Vessel 
is required under this section, the Op-
erator shall: 

(a) Make the vessel immediately 
available for survey if the vessel is in a 
port of the United States at the time of 
notification, or make the vessel avail-
able for survey immediately upon ar-
rival at the first port of call in the 
United States if the vessel is not in a 
port of the United States at the time of 
notification; and 

(b) Furnish to the Secretary of the 
Board the following: 

(1) A copy of each American Bureau 
of Shipping report and every other sal-
vage association or damage survey re-
port; and 

(2) Copies of certificates or other evi-
dence of compliance with applicable 
laws, rules, and regulations as to vessel 
condition and operation, including, but 
not limited to, those administered by 
the United States Coast Guard, Envi-
ronmental Protection Agency, Federal 
Communications Commission, Public 
Health Service, or their respective suc-
cessors, and compliance with all appli-
cable treaties and conventions to 
which the United States is a signatory. 

(Approved by the Office of Management and 
Budget under control number 2133–0007) 

§ 272.14 Survey procedures. 
(a) Prior to survey. Unless otherwise 

directed by MARAD, the Operator of a 
vessel which is required to be surveyed 
under this subpart shall contact the 
ship operations unit of the Region Of-
fice in which the survey is to be con-
ducted. 

(b) Operator’s assistance to surveyor. 
The Operator shall assist the marine 
surveyor performing the survey for 
MARAD and shall permit access by 
that surveyor to all parts of the vessel, 
its log books, and other official 
records. The Operator may designate a 
representative to accompany the ma-
rine surveyor during the survey, but no 
Operator’s representative is required to 
be present during the survey. 

(c) On-subsidy surveys. An on-subsidy 
survey consists of the following: 

(1) Vessel survey. This includes an in-
spection and the completion of reports 

by the surveyor, in sufficient detail to 
reveal a comprehensive picture of the 
conditions noted. 

(2) On-subsidy survey report. The on- 
subsidy survey report consists of: 

(i) Ship Survey Report, Form MA–58; 
and 

(ii) As appropriate for the cir-
cumstances of the survey and the re-
spective vessel, Forms MA–55 (Turbines 
and Gears Report); MA–56 (Tooth Con-
tact Report); MA–57 (Drydock Report); 
and MA–59 (Measurements of Piston 
Rings and Grooves). 

(d) Off-subsidy surveys. An off-subsidy 
survey consists of the following: 

(1) Repair specifications. The Operator 
shall prepare and furnish to the appro-
priate Region Office detailed repair 
specifications covering all repair work 
attributable to completed subsidized 
service. 

(2) Off-subsidy survey report. The sur-
vey report for an off-subsidy survey 
consists of the repair specifications re-
quired by paragraph (c)(1) of this sec-
tion, and the findings of the Region Of-
fice on these specifications after the 
survey required by paragraph (c)(2) of 
this section. 

§ 272.15 Execution of condition survey 
reports. 

Every survey report shall be signed 
by: 

(a) The Operator’s representative, 
when designated pursuant to § 272.13(a), 
but only if that representative was in 
attendance during the survey; 

(b) The Operator’s superintendent en-
gineer or equivalent; 

(c) The marine surveyor who con-
ducted the survey; and 

(d) The appropriate representative of 
the Region Office for the Region in 
which the survey was conducted. 

§ 272.16 Non-compliance with survey 
requirements. 

MARAD may disallow any one or 
more M&R claims otherwise eligible 
for subsidy if an Operator fails to: 

(a) Contact the appropriate Region 
Office as required by § 272.14(a); 

(b) Comply with provisions of 
§ 272.14(c)(1) with respect to repair spec-
ifications, or to make the vessel rea-
sonably available for inspection before 
its next sailing; or 

VerDate Aug<31>2005 12:36 Nov 19, 2008 Jkt 214195 PO 00000 Frm 00099 Fmt 8010 Sfmt 8010 Y:\SGML\214195.XXX 214195er
ow

e 
on

 P
R

O
D

1P
C

63
 w

ith
 C

F
R



90 

46 CFR Ch. II (10–1–08 Edition) § 272.21 

(c) Comply with any other require-
ment specified in this subpart B. 

Subpart C—Eligibility Criteria for 
M&R Subsidy; Substantiation 
of M&R Expenses 

§ 272.21 General eligibility criteria. 
(a) Eligible maintenance and repairs. 

Costs of maintenance and repair are el-
igible for M&R subsidy participation if 
they are: 

(1) Performed on an Eligible Vessel; 
(2) Necessary, because of subsidized 

operation, for the M&R or replacement 
of damaged or worn parts of the ves-
sel’s hull, machinery, or Permanent 
Equipment; 

(3) Uncompensated by insurance; 
(4) Considered fair and reasonable by 

the Board; 
(5) Of Domestic Origin; and 
(6) Otherwise eligible in accordance 

with provisions of this part. 
(b) Off-subsidy survey items. Any M&R 

contained in an executed off-subsidy 
survey report is eligible maintenance 
and repair if: 

(1) Paragraphs (a) (1) through (6) of 
this section are met; 

(2) The work is accomplished by the 
Operator before or during the next 
drydocking period (periodic or other-
wise); and 

(3) The vessel is either owned by the 
same Operator who owned it at the 
time of the off-subsidy survey, or own-
ership was transferred to the Federal 
Government pursuant to section 510 of 
the Act (46 App. U.S.C. 1160). 

(c) Operator furnished items. In addi-
tion to the general requirements of 
paragraph (a) of this section, the cost 
of the Operator’s materials, supplies, 
or both, furnished by the Operator 
which are necessary to the perform-
ance of eligible M&R, is eligible for 
M&R subsidy if: 

(1) The items for which the cost was 
incurred are issued by the Operator 
from ship’s inventory or the Operator’s 
shoreside inventory, or are issued by 
direct purchase to the ship repair yard, 
other independent contractor, or shore 
gang labor; and 

(2) No subsidy, whether M&R or oth-
erwise, has previously been paid for 
such material, supplies, or both; and 

(3) The items are of Domestic Origin. 

(d) Costs associated with shore gang 
labor. In addition to the general re-
quirements of paragraph (a) of this sec-
tion, the costs incurred with respect to 
the Operator’s employment of U.S. 
shore gang labor necessary for the per-
formance of eligible M&R are eligible 
for M&R subsidy participation only if 
such costs are: 

(1) For direct labor charges; 
(2) For eligible Spare Parts, as de-

scribed in paragraph (e) of this section; 
or 

(3) Incidental to the payment of 
wages for the direct labor, to the ex-
tent that such costs are required by 
State or Federal law or by collective 
bargaining agreements. 

(e) Spare parts. Spare parts are eligi-
ble for M&R subsidy if they are: 

(1) Necessary for eligible M&R; 
(2) Issued by the Operator from the 

Operator’s shoreside inventory or 
issued by direct purchase to a U.S. ship 
repair yard, U.S. independent con-
tractor, or U.S. shore gang labor; and 

(3) Placed aboard an Eligible Vessel, 
and 

(4) Of Domestic Origin. 

§ 272.22 Improvements and other simi-
lar work. 

(a) Eligible expenditures. Any expendi-
ture not in excess of $200,000 for work 
effected during any one or a series of 
repair periods, which the Operator and 
MARAD consider to be an Improve-
ment, is eligible for M&R subsidy if 
otherwise eligible for such subsidy pur-
suant to provisions of this Part. 

(b) Capital expenditures. An expendi-
ture in excess of $200,000 for work ef-
fected during any one or a series of re-
pair periods, which is not necessary for 
maintenance or repair shall be consid-
ered to be a capital expenditure, ineli-
gible for M&R subsidy, except that 
work on an Eligible Vessel which the 
operator considers to be an Improve-
ment is eligible for M&R subsidy if, be-
fore awarding this work: 

(1) The Operator submits a written 
request to the Director, Office of Ship 
Operations, for consideration of the ex-
penditures; 

(2) The Director determines that the 
work is an Improvement and is tech-
nically acceptable; and 
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