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and control of a vessel, such as crew-
ing, victualing, storing, and maintain-
ing the vessel and ensuring its safe 
navigation; and activities associated 
with controlling the use and employ-
ment of the vessel under a time charter 
or other use agreement. It does not in-
clude activities directly associated 
with making financial investments in 
vessels or the receipt of earnings de-
rived from these investments. 

Passive investment means an invest-
ment in which neither the investor nor 
any affiliate of the investor is involved 
in, or has the power to be involved in, 
the formulation, determination, or di-
rection of any activity or function con-
cerning the use, operation, or manage-
ment of the asset that is the subject of 
the investment. 

Qualified proprietary cargo means— 
(1) Oil, petroleum products, petro-

chemicals, or liquefied natural gas 
cargo that is beneficially owned by the 
person who submits to the Director, 
National Vessel Documentation Cen-
ter, an application or annual certifi-
cation under § 68.65(a)(2), or by an affil-
iate of that person, immediately be-
fore, during, or immediately after the 
cargo is carried in coastwise trade on a 
vessel owned by that person; 

(2) Oil, petroleum products, petro-
chemicals, or liquefied natural gas 
cargo not beneficially owned by the 
person who submits to the Director, 
National Vessel Documentation Cen-
ter, an application or an annual certifi-
cation under § 68.65(a)(2), or by an affil-
iate of that person, but that is carried 
in coastwise trade by a vessel owned by 
that person and which is part of an ar-
rangement in which vessels owned by 
that person and at least one other per-
son are operated collectively as one 
fleet, to the extent that an equal 
amount of oil, petroleum products, pe-
trochemicals, or liquefied natural gas 
cargo beneficially owned by that per-
son, or an affiliate of that person, is 
carried in coastwise trade on one or 
more other vessels, not owned by that 
person, or an affiliate of that person, if 
the other vessel or vessels are also part 
of the same arrangement; 

(3) In the case of a towing vessel as-
sociated with a non-self-propelled tank 
vessel where the two vessels function 
as a single self-propelled vessel, oil, pe-

troleum products, petrochemicals, or 
liquefied natural gas cargo that is ben-
eficially owned by the person who owns 
both the towing vessel and the non- 
self-propelled tank vessel, or any 
United States affiliate of that person, 
immediately before, during, or imme-
diately after the cargo is carried in 
coastwise trade on either of the two 
vessels; or 

(4) Any oil, petroleum products, pe-
trochemicals, or liquefied natural gas 
cargo carried on any vessel that is ei-
ther a self-propelled tank vessel having 
a length of at least 210 meters (about 
689 feet) or a tank vessel that is a liq-
uefied natural gas carrier that— 

(i) Was delivered by the builder of the 
vessel to the owner of the vessel after 
December 31, 1999; and 

(ii) Was purchased by a person for the 
purpose, and with the reasonable ex-
pectation, of transporting on the vessel 
liquefied natural gas or unrefined pe-
troleum beneficially owned by the 
owner of the vessel, or an affiliate of 
the owner, from Alaska to the conti-
nental United States. 

Sub-charter means all types of char-
ters or other contracts for the use of a 
vessel that are subordinate to a char-
ter. The term includes, but is not lim-
ited to, a demise charter, a time char-
ter, a voyage charter, a space charter, 
and a contract of affreightment. 

United States affiliate means, with re-
spect to any person, an affiliate the 
principal place of business of which is 
located in the United States. 

§ 68.60 Eligibility of a vessel for a 
coastwise endorsement under this 
subpart. 

(a) To be eligible for a coastwise en-
dorsement under 46 U.S.C. 12106(e) and 
to operate in coastwise trade under 46 
U.S.C. 12106(e) and 12110(b), a vessel 
must meet the following: 

(1) The vessel is eligible for docu-
mentation under 46 U.S.C. 12102. 

(2) The vessel is eligible for a coast-
wise endorsement under § 67.19(c) of 
this chapter and has not lost coastwise 
eligibility under § 67.19(d) of this chap-
ter. 

(3) The person that owns the vessel 
(or, if the vessel is owned by a trust or 
similar arrangement, the beneficiary of 
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the trust or similar arrangement) 
makes the certification in § 68.65. 

(4) The person that owns the vessel 
has transferred to a qualified U.S. cit-
izen under 46 U.S.C. app. 802 full posses-
sion, control, and command of the ves-
sel through a demise charter in which 
the demise charterer is considered the 
owner pro hac vice during the term of 
the charter. 

(5) The charterer must certify to the 
Director, National Vessel Documenta-
tion Center, that the charterer is a cit-
izen of the United States for engaging 
in the coastwise trade under 46 U.S.C. 
app. 802. 

(6) The demise charter is for a period 
of at least 3 years, unless a shorter pe-
riod is authorized by the Director, Na-
tional Vessel Documentation Center, 
under circumstances such as— 

(i) When the vessel’s remaining life 
would not support a charter of 3 years; 
or 

(ii) To preserve the use or possession 
of the vessel. 

(b) To apply for a coastwise endorse-
ment for a vessel under a demise char-
ter, see § 68.70 and, for a barge, see 
§ 68.75. 

NOTE TO § 68.60: Section 608(b) of Public 
Law 108–293 provides special requirements for 
certain vessels in the Alaska trade. 

§ 68.65 Annual ownership certification. 

(a) At the time of initial application 
for documentation and at the time for 
annual renewal of the endorsement as 
required by § 67.163 of this chapter, the 
person that owns a vessel with a coast-
wise endorsement under § 68.60 must 
certify in writing to the Director, Na-
tional Vessel Documentation Center— 

(1) That the person who owns a vessel 
with a coastwise endorsement under 
§ 68.60— 

(i) Is a leasing company, bank, or fi-
nancial institution; 

(ii) Owns, or holds the beneficial in-
terest in, the vessel solely as a passive 
investment; 

(iii) Does not operate any vessel for 
hire and is not an affiliate of any per-
son who operates any vessel for hire; 
and 

(iv) Is independent from, and not an 
affiliate of, any charterer of the vessel 
or any other person who has the right, 

directly or indirectly, to control or di-
rect the movement or use of the vessel. 

(2) For vessels under paragraph (b) of 
this section, that— 

(i) The aggregate book value of the 
vessels owned by that person and 
United States affiliates of that person 
does not exceed 10 percent of the aggre-
gate book value of all assets owned by 
that person and its United States affili-
ates; 

(ii) Not more than 10 percent of the 
aggregate revenues of that person and 
its United States affiliates is derived 
from the ownership, operation, or man-
agement of vessels; 

(iii) At least 70 percent of the aggre-
gate tonnage of all cargo carried by all 
vessels owned by that person and its 
United States affiliates and docu-
mented under 46 U.S.C. 12106 is quali-
fied proprietary cargo; 

(iv) Any cargo other than qualified 
proprietary cargo carried by all vessels 
owned by that person and its United 
States affiliates and documented under 
46 U.S.C. 12106 consists of oil, petro-
leum products, petrochemicals, or 
liquified natural gas; 

(v) No vessel owned by that person or 
any of its United States affiliates and 
documented under 46 U.S.C. 12106 car-
ries molten sulphur; and 

(vi) That person owned one or more 
vessels documented as of August 9, 
2004, under § 67.20, as that section was 
in effect on that date. 

(b) Paragraph (a)(2) of this section 
applies only to— 

(1) A tank vessel having a tonnage of 
not less than 6,000 gross tons, as meas-
ured under 46 U.S.C. 14502 (or an alter-
native tonnage measured under 46 
U.S.C. 14302 as prescribed under 46 
U.S.C. 14104); or 

(2) A towing vessel associated with a 
non-self-propelled tank vessel that 
meets the requirements of paragraph 
(b)(1) of this section, where the two 
vessels function as a single self-pro-
pelled vessel. 

NOTE TO § 68.65: The Secretary of Transpor-
tation may waive or reduce the qualified pro-
prietary cargo requirement of § 68.65(a)(2)(iii) 
for a vessel if the person that owns the vessel 
(or, if the vessel is owned by a trust or simi-
lar arrangement, the beneficiary of the trust 
or similar arrangement) notifies the Sec-
retary that circumstances beyond the direct 
control of the person that owns the vessel or 
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