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Subpart A—Introduction

§298.1 Purpose.

This part prescribes regulations im-
plementing Title XI of the Merchant
Marine Act, 1936, as amended, gov-
erning Federal ship financing assist-
ance (46 App. U.S.C. 1271 et seq.). This
part uses ‘‘you” and ‘“‘we’’ throughout.
You and your refer to the applicant for
Title XI financing assistance unless we
note or imply otherwise. We, us, and
our refer to the Maritime Administra-
tion, the Secretary of the Maritime Ad-
ministration, or the Secretary of
Transportation, as applicable.

§298.2 Definitions.

For the purpose of this part:

Act means the Merchant Marine Act,
1936, as amended (46 App. U.S.C. 1101
through 1294).

Actual Cost of a Vessel or Shipyard
Project means, as of any specified date,
the aggregate, as determined by us, of
all amounts paid by or for the account
of the Obligor on or before that date
and all amounts which the Obligor is
then obligated to pay from time to
time thereafter, for the construction,
reconstruction or reconditioning of
such Vessel or Shipyard Project.

Advanced  Shipbuilding  Technology
means:

(1) Numerically controlled machine
tools, robots, automated process con-
trol equipment, computerized flexible
manufacturing systems, associated
computer software, and other tech-
nology for improving shipbuilding and
related industrial production which ad-
vance the state-of-the-art; and

(2) Novel techniques and processes
designed to improve shipbuilding qual-
ity, productivity, and practice, and to
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§298.2

promote sustainable development, in-
cluding engineering design, quality as-
surance, concurrent engineering, con-
tinuous process production technology,
energy efficiency, waste minimization,
design for recyclability or parts reuse,
inventory management, upgraded
worker skills, and communications
with customers and suppliers; and

(3) Other elements contributing to a
shipyard’s efficiency or productivity
assisting it to more effectively operate
in the shipbuilding industry.

Citicen of the United States means a
person who, if an individual, is a Cit-
izen of the United States by birth, nat-
uralization or as otherwise authorized
by law or, if other than an individual,
meets the requirements of Section 2 of
the Shipping Act, 1916, as amended (46
App. U.S.C. 802), as further described at
46 CFR 221.3(c).

Closing means a meeting of various
participants or their representatives in
a Title XI financing, at which a com-
mitment to issue Guarantees is exe-
cuted, or at which all or part of the Ob-
ligations are authenticated and issued
and the proceeds are made available for
a purpose set forth in section 1104(a) of
the Act, or at which a Vessel is deliv-
ered and a Mortgage is executed as se-
curity to us or a Shipyard Project is
completed and a Mortgage or other se-
curity is executed to us.

Commitment Closing means a meeting
of various participants or their rep-
resentatives in a Title XI financing at
which a commitment to issue Guaran-
tees is executed and the forms of the
Obligations and the related Title XI
documents are also either agreed upon
or executed.

Depository means the U.S. Depart-
ment of Treasury, acting in its capac-
ity under Section 1109 of the Act.

Depreciated Actual Cost of a Vessel or
Shipyard Project means the Actual Cost
of the Vessel or Shipyard Project, as
defined in this section (less a residual
value of 2% percent of United States
shipyard construction cost or, in the
case of Shipyard Project, a residual
value as appropriate), depreciated on a
straightline basis over the useful life of
the Vessel or Shipyard Project as de-
termined by us, not to exceed twenty-
five years from the date the Vessel or
Shipyard Project was delivered by the

46 CFR Ch. Il (10-1-13 Edition)

shipbuilder or manufacturer or, if the
Vessel or Shipyard Project has been re-
constructed or reconditioned, the Ac-
tual Cost of the Vessel or Shipyard
Project depreciated on a straightline
basis from the date the Vessel or Ship-
yvard Project was delivered by the ship-
builder or manufacturer to the date of
such reconstruction or reconditioning,
on the basis of the original useful life
of the Vessel or Shipyard Project, and
from the date of said reconstruction or
reconditioning on a straightline basis
and on the basis of a useful life of the
Vessel or Shipyard Project determined
by us, plus all amounts paid or obli-
gated to be paid for the reconstruction
or reconditioning, depreciated on a
straightline basis and on the basis of a
useful life of the Vessel or Shipyard
Project determined by us.

Documentation means all or part of
the agreements relating to an entire
Title XI financing which must be fur-
nished to us, irrespective of whether we
are a party to each agreement.

Eligible Export Vessel means a Vessel
constructed, reconstructed, or recondi-
tioned in the United States for use in
world-wide trade which will, upon de-
livery or redelivery, be placed under or
continued to be documented under the
laws of a country other than the
United States.

Eligible Shipyard means a private
shipyard located in the United States.

General Shipyard Facility means:

(1) For operations on land, any struc-
ture or appurtenance thereto designed
for the construction, repair, rehabilita-
tion, refurbishment, or rebuilding of
any Vessel, including graving docks,
building ways, ship lifts, wharves and
pier cranes; the land necessary for any
structures or appurtenances; and
equipment necessary for the perform-
ance of any function referred to in this
definition; and

(2) For operations other than on land,
any Vessel, floating drydock, or barge
constructed in the United States, with-
in the meaning of §298.11(a), and used
for, or a type that is usually used for,
activities referred to in paragraph (1)
of this definition.

Guarantee means the contractual
commitment of the United States of
America, represented by us, endorsed
on each Obligation, to make payment
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to the Obligee or an agent, upon de-
mand, of the unpaid interest on, and
the unpaid balance of the principal of
such Obligation, including interest ac-
cruing between the date of default and
the date of payment.

Guarantee Fee means the fee payable
to us in consideration for the issuance
of the Guarantees.

Indenture Trustee means a bank with
corporate trust powers, or a trust com-
pany, with a capital and surplus of at
least $25,000,000, which is located in and
organized and doing business under the
laws of the United States, any State or
territory thereof, the District of Co-
lumbia or the Commonwealth of Puer-
to Rico, which has duties under the
terms of a Trust Indenture, entered
into with the Obligor, providing for the
issuance and registration of the owner-
ship and transfer of Obligations, the
disbursement of funds held in trust by
the Indenture Trustee for the redemp-
tion and payment of interest and prin-
cipal with respect to Obligations, de-
mands by the Indenture Trustee for
payment under the Guarantees in the
event of default and the remittance of
payments received to the Obligees.
Pursuant to our specific authorization,
the Indenture Trustee may also au-
thenticate the Guarantees.

Letter Commitment means a letter
from us to you, setting forth specific
determinations made by us with re-
spect to your proposed project, as re-
quired by the Act and regulations of
this part, and stating our commitment
to execute Guarantees, subject to com-
pliance by you with any conditions
specified therein.

Maritime Administration means the
agency created within the Department
of Transportation by Reorganization
Plan No. 21 of 1950 (64 Stat. 1273),
amended by Reorganization Plan No. 7
of 1961 (75 Stat. 840), as amended by
Public Law 91-469 (84 Stat. 1036).

Modern Shipbuilding Technology
means a technology to be introduced
into the shipyard that is comprised of
the best available proven technology,
techniques, and processes appropriate
to advancing the state-of-the-art of the
applicant shipyard, or exceeds the best
available processes of American ship-
building, and that will enhance its pro-

§298.2

ductivity and make it more competi-
tive internationally.

Mortgage means a first Preferred
Mortgage on any Vessel or a first mort-
gage with respect to a Shipyard
Project.

Obligation means any note, bond, de-
benture, or other evidence of indebted-
ness, as defined in section 1101(c) of the
Act, issued for one of the purposes
specified in section 1104(a) of the Act.

Obligee means the holder of an Obli-
gation.

Obligor means any party primarily
liable for payment of principal of or in-
terest on any Obligation.

Paying Agent means any Person ap-
pointed by the Obligor to pay the prin-
cipal of or interest on the Obligations
on behalf of the Obligor.

Person means any individual, estate,
foundation, corporation, partnership,
limited partnership, joint venture, as-
sociation, joint-stock company, trust,
unincorporated organization or other
acceptable legal business entity, gov-
ernment, or any agency or political
subdivision thereof.

Preferred Mortgage means:

(1) In the case of a mortgage on a
Vessel documented under TUnited
States law, whenever made, a mortgage
that—

(i) Includes the whole of a Vessel;

(ii) Is filed in substantial compliance
with 46 U.S.C. 31321;

(iii) Covers a documented Vessel or a
Vessel for which an application for doc-
umentation has been filed that is in
substantial compliance with the re-
quirements of 46 U.S.C. Ch. 121 and the
regulations prescribed under that
Chapter by the United States Coast
Guard; and

(iv) Is otherwise in compliance with
the provisions of Chapter 313 of Title 46
of the U.S. Code.; and

(2) In the case of a mortgage on an
Eligible Export Vessel, whenever made,
a mortgage that—

(i) Constitutes a mortgage that is es-
tablished as security on an Eligible Ex-
port Vessel under the laws of a foreign
country;

(i1) Was executed under the laws of
that foreign country and under which
laws the ownership of the Vessel is doc-
umented;
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(iii) Is registered under the laws of
that foreign country in a public reg-
ister at the port of registry of the Ves-
sel or at a central office;

(iv) Otherwise satisfies the require-
ments of 46 U.S.C. 31301(6)(B) to con-
stitute a Preferred Mortgage; and

(v) Has us as the mortgagee, or such
other mortgagee as is permitted by the
applicable foreign law and approved by
us.

Related Party means as that term is
defined by generally accepted account-
ing principles outlined in paragraph 24
of Statement of Financial Accounting
Standards No. 57, Related Party Disclo-
sures.

Secretary means the Secretary of
Transportation, acting by and through
the Maritime Administrator, Depart-
ment of Transportation, the Maritime
Administrator or any official of the
Maritime Administration to whom is
duly delegated the authority, from
time to time, to perform the functions
of the Secretary of Transportation or
the Maritime Administrator, Depart-
ment of Transportation.

Secretary’s Note means a promissory
note from the Obligor to the Secretary
in an amount equal to the aggregate
amount of the Obligations, which is
issued simultaneously with the Guar-
antees.

Security Agreement means the primary
contract between the Obligor and the
Secretary, providing for the transfer to
the Secretary by the Obligor of all
right, title and interest of the Obligor
in certain described property (includ-
ing rights under contracts in existence
or to be entered into), and containing
other provisions relating to representa-
tions and responsibilities of the Obligor
to the Secretary as security for the
issuance of Guarantees.

Shipyard Project means Advanced
Shipbuilding Technology and Modern
Shipbuilding Technology or both un-
less otherwise specified.

Vessel means all types of vessels,
whether in existence or under con-
struction, including passenger, cargo
and combination passenger-cargo car-
rying vessels, tankers, towboats,
barges and dredges which are or will be
documented under the laws of the
United States, floating drydocks which
have a capacity of at least thirty-five

46 CFR Ch. Il (10-1-13 Edition)

thousand or more lifting tons and a
beam of one hundred and twenty-five
feet or more between the wing walls
and oceanographic research or instruc-
tion or pollution treatment, abatement
or control vessels, which are owned by
citizens of the United States; except
that an Eligible Export Vessel will not
be documented under the laws of the
United States.

[656 FR 45152, July 20, 2000, as amended at 67
FR 61282, Sept. 30, 2002]

§298.3 Applications.

(a) Process and certification. When you
apply for a commitment to execute
Guarantees, you must:

(1) Complete Form MA-163 and send
it to the Secretary, Maritime Adminis-
tration, U.S. Department of Transpor-
tation, 400 Seventh Street, SW., Wash-
ington, DC 20590. [Note: MARAD will
accept electronic options (such as fac-
simile and Internet) for transmission of
required information (excluding clos-
ing documents and documents sub-
mitted in connection with defaults) to
MARAD, if practicable.]

(2) Certify the application in the
manner that Form MA 163 prescribes.

(b) Required information. You must in-
clude all required information on Form
MA 163 or in attached exhibits and
schedules submitted with the applica-
tion. You must also include the fol-
lowing regarding the Vessel or Vessels,
if applicable:

(1) Any demise charters,

(2) Time charters in excess of six
months,

(3) Contracts of affreightment,

(4) Drilling contracts, and/or

(5) Other contractual arrangements.

(c) Declaration of Lobbying form. You
must also file the Declaration of Lob-
bying form as required by 31 U.S.C. 1352
with the initial application as part of
the formal submission.

(d) Attachments. Each exhibit, sched-
ule, and attachment must contain a
statement, on the first page clearly
identifying the document as an attach-
ment to the application. You must
state on each attachment the:

(1) Name of the applicant; and

(2) Date of the application.

(e) Amendment. You must mark
“Amendment,” on any amendment of
data contained in the application. Each
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