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SUMMARY OF SUBJECT MATTER

TO: Members, Subcommittee on Coast Guard and Maritime Transportation
FROM: Staff, Subcommittee on Coast Guard and Maritime Transportation
RE: Hearing on “Maritime Transportation: The Role of U.S. Ships and
Mariners.” -
PURPOSE

On Tuesday, May 21,2013, at 9:30 a.m., in 2167 Rayburn House Office Building,
the Subcommittee on Coast Guard and Maritime Transportation will meet to examine the
contributions of U.S.-flagged vessels and American mariners (o our economy and
national security.

BACKGROUND
U.S. Maritime Industry Statistics

Currently, there are more than 40,000 non-fishing related commercial vessels
documented (flagged) in the United States. The vast majority of these vessels are
engaged in domestic waterborne commerce, moving over 100 million passengers and
$400 billion worth of goods between ports in the U.S. on an annual basis. Fach year, the
domestic fleet carries over a billion tons of cargo through the inland waterways, across
the Great Lakes, and along the coasts, contributing $100 billion in economic output.

Of the 40,000 U.S.-flagged vessels, approximately 93 are currently employed in
international commerce moving goods between U.S. and foreign ports. Over the last 35
years, the number of U S -flagged vessels sailing in the international trade has dropped
from 850. The percentage of international commercial cargoes carried on U.S.-flagged
vessels has fallen from 25 percent in 1955 to approximately 2 percent today.

There are currently 117 U.S. shipyards that build new vessels. There are over 200
additional facilities engaged in shlp repair. Of the 117, only 6 are major shipyards
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capable of building large naval vessels and oceangoing commercial ships. Since 1983,
the U.S. has lost approximately 300 shipyards.

The U.S. maritime industry currently employs more than 260,000 Americans.
This includes approximately 65,000 mariners, 95.000 port workers, and 100,000 shipyard
employees. These jobs represent approximately $29 billion in annual wages.

Throughout our history, the Navy has relied on U.S. flag commercial vessels to
carry weapons and supplies and ferry troops to the battlefield. During Operations
Enduring Freedom and Iraqi Freedom, U.S.-flag commercial vessels transported 63
percent of all military cargos moved to Afghanistan and Iraq. An additional 35 percent of
the total cargo was carried on government-owned sealift vessels activated from reserve
status and crewed by American mariners.

U.S. Maritime Laws and Programs

Since 1789, Congress has passed several laws to help keep the U.S. maritime
sector competitive in the global economy and maintain a sealift and shipyard industrial
capacity necessary for our national security. Current laws and programs include:

Jones Act

The Jones Act first came into effect as part of the Merchant Marine Act of 1920 to
encourage a strong U.S. Merchant Marine for both national defense and economic
security. The Jones Act contains a number of provisions designed to protect U.S.
shipbuilding and mariner jobs:

1. U.S.Owned and Flagged - Chapter 551 of title 46, United States Code, requires
that merchandise and passengers being transported by water between two points
in the U.S. must travel on U.S.~citizen owned vessels flagged in the U.S. witha
coastwise endorsement;

]

U.S. Built - Chapter 121 of title 46, United States Code, requires vessels seeking a
coastwise endorsement to have been built in the United States. Chapters 551 and
801 of title 46, United States Code, also place restrictions on the involvement of
foreign-owned, -built, and -flagged vessels in towing, dredging, and salvage
activities in U.S. waters:

3. U.S. Crewed - Chapter 81 of title 46, United States Code, requires the master, all
of the officers, and at least three-quarters of the crew to be U.S. citizens in order
for a vessel to be documented in the United States; and

4. Rebuild/Reflag Prohibition - Chapter 121 also prohibits vessels that were once
eligible to engage in coastwise trade and then later sold to a foreign citizen, or
documented under a foreign registry, or rebuili outside the U.S. from engaging in
the coastwise trade (a vessel may be considered rebuilt when work performed on

[SW]
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its hull or superstructure constitutes more than 7.5 percent of the vessel’s
steelweight prior to the work).

The Coast Guard is responsible for reviewing applications from vessel owners
sceking a coastwise endorsement to participate in the Jones Act trade. The Coast Guard
determines whether the owners meet the U.S. citizenship requirements and whether the
vesse] was built in the U.S., or the extent to which it was rebuilt outside the U.S., before
it will issue a coastwise endorsement. Customs and Border Protection determines
whether the cargo to be moved on a vessel constitutes “merchandise” under section
55102 of title 46, United States Code, and is therefore subject to the Jones Act.

Section 501 of title 46, United States Code, provides a mechanism to waive the
Jones Act and other vessel navigation and inspection laws. The Jones Act can be waived
by the Secretaries of Defense and Homeland Security in the interest of national defense.
Waivers by the Secretary of Homeland Security first require a determination by the
Administrator of the Maritime Administration (MARAD) that U.S.-flagged, -owned,
-built, and -crewed vessels are not available to meet national defense requirements.

Domestic Shipbuilding Programs

In addition to the Jones Act, the federal government supports the viability of the
domestic shipbuilding industry through a combination of laws and programs including:

1. Tariffs — Under the Smoot-Hawley Act of 1930, U.S. vessel operators are liable
for a 30 percent duty on maintenance and repairs performed on their vessels at
overseas shipyards.

[3]

Capital Construction Fund — First established by the Merchant Marine Act of
1936 (46 U.S.C. 53501 et seq.), the Capital Construction Fund (CCF) enables
U.S. vessel owners and operators to defer federal income taxes on their income by
depositing the income in a CCF. Income deposited in a CCF may only be used to
finance the construction, reconstruction, or acquisition of a vessel built or rebuilt
ina U.S. shipyard. As of 2010, over 180 companies had established a CCF.

(9]

Title XI Federal Ship Financing Program — Established by Title X1 of the
Merchant Marine Act of 1936 (46 U.S.C. 53701et seq.), the Title XI program
provides federal government loan guarantees to (1) vessel operators for the
purpose of financing or refinancing the construction or reconstruction of vessels
in U.S. shipyards, and (2) U.S. shipyards for the purpose of financing advanced
shipbuilding technology for a facility located in the U.S. Loan guarantees cannot
exceed 87.5 percent of the project’s actual cost.

The Title XI program has not received funding for new loan guarantees since F'Y
2011. No funds are requested in MARAD’s FY 2014 budget request. There is
currently $38 million in Title X1 loan subsidies available, which equates to
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approximately $420 million in available loan guarantees. MARAD has pending
applications for $525 million in loan guarantees.

4. Small Shipyard Grants — Section 3508 of the National Defense Authorization Act
for Fiscal Year 2009 (P.L. 110-417) established the Assistance to Small Shipyards
Grant Program. Under the program, U.S. owned and operated shipyards with less
than 1,200 production employees are eligible to receive matching grants from
MARAD to finance capital improvements and equipment purchases.

The FY 2014 budget does not include funds for the grant program. On March 23,
2013, MARAD posted a notice soliciting grant applications for the $10 million
the program received in FY 2013. Since 2010, the number of grant applications
has exceeded the funds available.

Cargo Preference

To ensure sealift capacity and guarantee a skilled cadre of U.S. seafarers, several
laws were enacted beginning in 1904 to require certain percentages of government
impetled cargo to be carried on U.S.-owned, -flagged, and -crewed vessels. Government
impelled cargo is ocean borne cargo moved either as a direct result of federal government
involvement, or indirectly through financial sponsorship of a federal program, or in
connection with a guarantee provided by the federal government. The following is a
breakdown of the percentages of cargo required to be carried on U.S.-owned, -flagged,
and -crewed vessels under the Cargo Preference Program:

1. Military Cargo — 100 percent (governed by Military Cargo Preference Act of
1904, 10 U.S.C. 2631);

[N

Export-Import Bank — 100 percent (governed by Public Resolution 17, 48 Stat.
500y, :

Federal Civilian Agencies Cargo — at least 50 percent (governed by Cargo
Preference Act of 1954, 46 U.S.C. 55301 et seq.); and

(37

4. Agricultural Cargoes — at least 50 percent (governed by the Food Security Act of
1985, 46 U.S.C. 55311 et seq. Section 100124 of Public Law 112-141 reduced
the level from 75%).

Food For Peace; Under the Food for Peace program, the U.S. Agency for
International Development purchases agricultural commodities grown by U.S. farmers
and distributes it to starving populations around the world. Pursuant to cargo preference
laws, 50 percent of Food for Peace cargo must move on U.S.-owned, -flagged, and -
crewed vessels. The President’s FY 2014 budget proposes to restructure the Food for
Peace program and cut funding available to purchase and transport U.S. agricultural
commodities from 73 percent to 55 percent. This decrease in cargo is expected to reduce
the number of U.S.-flagged vessels and jobs for American mariners. The President’s FY
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2014 budget proposes to offset some of the job losses by providing an additional $25
million to the Maritime Security Program to support activities vet to be specified.

Enforcement: Section 3511 of the National Defense Authorization Act for Fiscal
Year 2009 (P.L. 110-417) authorized the Secretary of Transportation to audit cargos
shipped by other federal agencies to determine compliance with cargo preference laws
and to impose penalties, including fines, on agencies and individuals found in violation.
The provision required MARAD to promulgate regulations to carry out the new
authorities. MARAD has yet to write such regulations.

Maritime Security Program:

The Maritime Security Act of 1996 (P.L. 104-239) established the Maritime
Security Program (MSP), replacing the Operating Differential Subsidy Program
established under the Merchant Marine Act of 1936, MSP provides direct financial
assistance to the operators of U.S.-owned, -flagged. and -crewed vessels to make their
vessels available to support military sealift during times of war or national emergency.
Cutrently, 13 vessel operators operating 60 vessels receive $2.1 million per vessel per
year under MSP.

Section 3508 of the National Defense Authorization Act for Fiscal Year 2013
(P.L. 112-239) reauthorized MSP through FY 2025, MARAD recently informed MSP
participants that due to the FY 2013 sequester, it will not be able pay the full monthly
stipend in August 2013 or any stipend in September 2013.

Marine Highways Program:

Section 1121 of the Energy Independence and Security Act of 2007 (P.L. 110-
140) directs the Secretary of Transportation to establish a short sea transportation
program and designate short sea transportation projects to mitigate landside congestion or
promote short sea transportation. Using this authority, the Secretary has designated 11
Marine Highway Corridors, 4 Connectors, and 3 Crossings.

In 2010, the Secretary designated eight Marine Highway Projects along the
Corridors, Connectors and Crossings. Designated Marine Highway Projects may
compete for Marine Highway Grants to acquire equipment and make other improvements
to facilitate service along a designated Corridor. To date, $7 million has been awarded to
six entities for this purpose. MARAD s FY 2014 budget does not include funding for
further Marine Highway Grants.
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MARITIME TRANSPORTATION: THE ROLE OF
U.S. SHIPS AND MARINERS

TUESDAY, MAY 21, 2013

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON COAST GUARD AND MARITIME
TRANSPORTATION,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The subcommittee met, pursuant to call, at 9:35 a.m., in Room
2167, Rayburn House Office Building, Hon. Duncan Hunter (Chair-
man of the subcommittee) presiding.

Mr. HUNTER. The subcommittee will come to order. Good morn-
ing.

The subcommittee is meeting today to review the current state
of the U.S. maritime sector and examine the importance of U.S.-
flag vessels and American mariners to our economy and national
security.

The U.S. maritime industry currently employs more than
260,000 Americans, providing more than $29 billion in annual
wages. There are more than 40,000 commercial vessels currently
flying the American flag. The vast majority of these vessels are en-
gaged in domestic commerce, moving over 100 million passengers
and $400 billion worth of goods between ports in the U.S. on an
annual basis. Each year, the U.S. maritime industry accounts for
over $100 billion in economic output.

Beyond the important contributions to our economy, a healthy
maritime industry is vital to our national security. Throughout our
history, the Navy has relied upon U.S.-flag commercial vessels
crewed by American merchant mariners to carry troops, weapons,
and supplies to the battlefield. During Operations Enduring Free-
dom and Iraqi Freedom, U.S.-flag commercial vessels transported
63 percent of all military cargo moved to Afghanistan and Iraq.

Since we cannot rely on foreign vessels and crews to provide for
our national security, it is critical that we maintain a robust fleet
of U.S.-flag vessels, a large cadre of skilled American mariners, and
a strong shipyard industrial base. Unfortunately, over the last 35
years, the number of U.S.-flag vessels sailing in the international
trade has dropped from 850 to less than 100. In the same period,
we have lost over 300 shipyards and thousands of jobs for Amer-
ican mariners.

To make matters worse, the President has sent Congress a budg-
et that proposes to restructure the highly successful Food for Peace
program. Since 1954, the Food for Peace program has provided ag-
ricultural commodities grown by U.S. farmers and transported by

o))
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U.S. mariners on U.S.-flag vessels to those threatened by starva-
tion throughout the world. The President’s restructuring of Food
for Peace will eliminate a vital program for our farmers, put U.S.
mariners out of work, and undermine our national security by cut-
ting the domestic sealift capacity on which our military depends.
I hope my colleagues will join me in rejecting this misguided pro-
posal.

We are joined today by the Deputy Secretary of Transportation.
I thank him for being here.

As he is keenly aware, the Maritime Administration has faced
very valid criticism in recent years over its handling of Jones Act
waivers and enforcement of our cargo preference laws. I hope that
the new leadership that will be taking over at both the Department
and MarAd in the coming months take seriously their mission to
promote and protect the U.S. maritime industry.

I hope to see a renewed commitment to programs like Title XI
that help to grow jobs, expand our economy, and maintain critical
shipyard industrial capacity. I also hope the new leadership at
MarAd and DOT will work closely with industry to reduce Jones
Act waivers. Finally, I hope they will stand up when other Federal
agencies seek to disregard our cargo preference laws and use the
authority Congress gave them to stop them in their tracks.

If we want to grow our economy and remain a world power capa-
ble of defending ourselves and our allies, we must work together
to strengthen and preserve our maritime industry.

I thank the witnesses for appearing today and look forward to
working with them to accomplish these important goals.

With that, I yield to Ranking Member Garamendi.

Mr. GARAMENDI. I thank you, Mr. Chairman. And thank you for
your leadership on this critical issue and for scheduling today’s
hearing to examine the status and role of the U.S. merchant ma-
rine within the Marine Transportation System. Such an examina-
tion is both overdue and important.

Tomorrow is National Maritime Day. Since establishment in
1933, we pause on May 22nd to recognize the many selfless con-
tributions made by the men and women of the U.S. merchant ma-
rines, both past and present, in meeting our country’s economic
and security needs in both wartime and peace. Such recognition is
well-deserved, and it is appreciated by a grateful Nation.

Yet, despite the voluminous history of the U.S. merchant marine,
the current challenges facing the maritime industry portend a fu-
ture that offers anything but smooth sailing. Today, the U.S.-flag
oceangoing fleet in foreign trade is comprised of fewer than 100
ships, a decline of over 80 percent from the 1979 fleet level of 576
vessels. As a result, of the 78 percent of U.S. exports and imports
transported by water, less than 1.5 percent is carried under the
U.S. flag.

The U.S. coastwise fleet has fared better and continues to pro-
vide vital maritime transportation within the U.S. coastal waters
and inland waterways. Nevertheless, the Jones Act continues to
come under attack by critics, despite the fact that Jones Act trade
constitutes a substantial component of U.S. shipyard activity and
is necessary for maintaining our national defense capability.
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Cargo preference requirements continue to be whittled away, if
not ignored, by Federal agencies, as if those requirements were a
hindrance and not the law of the land. Not only does this reduce
the number of job opportunities for U.S. seafarers, it denies impor-
tant cargoes to U.S. carriers, which also provide invaluable sealift
capabilities when our armed services are deployed abroad.

Mr. Chairman, your comments on P.L. 480, the Food for Peace
program, are well-taken, and I agree with you.

In closing, Mr. Chairman, on National Maritime Day it is impor-
tant that we celebrate our maritime heritage. But this year we
would be wise to examine how we can reinvigorate the U.S.-flag
fleet, what we might do to rebuild and expand the U.S. ship-
building capacity, and what we can do to ensure that our maritime
transportation remains prominent in the discussions of our na-
tional foreign policy.

I look forward to the hearing. I thank our witnesses, and let’s get
on with it.

Mr. Chairman, I yield.

Mr. HUNTER. I thank the ranking member.

On our first panel of witnesses today are the Honorable John
Porcari, Deputy Secretary of Transportation; and General William
Fraser, Commander of U.S. Transportation Command.

Deputy Secretary Porcari, you are recognized for your statement.

TESTIMONY OF HON. JOHN D. PORCARI, DEPUTY SECRETARY,
U.S. DEPARTMENT OF TRANSPORTATION; AND GENERAL
WILLIAM M. FRASER III, COMMANDER, U.S. TRANSPOR-
TATION COMMAND

Mr. PORCARI. I thank you, Chairman Hunter and Ranking Mem-
ber Garamendi. I appreciate the opportunity to be here today to
discuss maritime transportation issues.

A strong maritime industry is critical to America’s national and
economic security. President Obama and all of us at the Depart-
ment of Transportation are committed to working with our public
and private partners to train new mariners and provide support for
our foreign and domestic trading fleets, U.S. ports, and shipyards.

The maritime industry is facing many challenges. In the wake of
the global recession, low freight rates can still be found on many
international trading routes. Preference cargoes have also begun to
decline for U.S.-flag vessels that participate solely in foreign trade.
These changes are due in large part to falling volumes of Depart-
ment of Defense cargoes associated with the drawdown of military
operations in Iraq and Afghanistan, as well as declines in agri-
culture preference cargoes. We expect that in the near term the in-
dustry will continue to adjust to the market.

Despite these ongoing fluctuations, U.S.-flag commercial vessels
involved in military sealift are strongly supported through the
MarAd-administered Maritime Security Program. The MSP, as you
know, is a fleet of 60 privately owned vessels. These ships are ac-
tive, commercially viable, and available to meet national defense
and other security requirements. And thanks to the 2013 National
Defense Authorization Act, which President Obama signed in Janu-
ary, existing MSP operating agreements have been offered through
2025.
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The Department of Transportation continues to support compli-
ance with the Jones Act, and ships that are trading under it con-
tinue to do well.

Likewise, the recent surge in domestic crude oil production has
increased demand for domestic self-propelled tanker vessels. A re-
cent industry projection foresees 10 to 14 new oceangoing tankers
entering the fleet by 2018.

New containership orders being placed under the Jones Act are
also encouraging. These containerships would be powered by U.S.-
produced liquefied natural gas and would be among the most envi-
ronmentally friendly forms of freight transportation on Earth.

The Nation’s ports are also successfully preparing for the future.
The American Association of Port Authorities reports that U.S. sea-
port agencies and their private-sector partners plan to invest a
combined $46 billion over the next 5 years in capital improvements
to their marine operations and other port properties.

The Department of Transportation is complementing these in-
vestments. Since 2009, we have awarded more than $350 million
in TIGER grants that are helping to modernize our ports, improve
rail infrastructure serving ports, and increase exports. We have
also awarded more than $149 million in small shipyard grants to
120 projects in 28 States and Guam. These investments have
helped small shipyards get new contracts and have increased ex-
ports of commercially built vessels.

Additionally, the Maritime Guaranteed Loan Program, better
known as Title XI, has helped leverage more than $650 million in
new investments in U.S. shipbuilding during the first term of the
Obama administration. We currently have the budget authority to
guarantee $420 million worth of additional shipbuilding projects.

The Department of Transportation is also committed to edu-
cating and training the next generation of maritime professionals.
As part of this commitment, we have placed a renewed focus on
preparing thousands of young people to enter the maritime work-
force through the U.S. Merchant Marine Academy and six State
maritime academies.

As 1 said earlier, all of us in the administration are committed
to a strong maritime industry. We are working to balance our long-
term needs with the challenges of today.

As part of the President’s 2014 budget request, we have proposed
restructuring the Public Law 480 Title II food aid program to allow
local and regional procurement of food and to improve the ability
of U.S. food aid to reach emergency needs quickly and with less ad-
verse impacts on markets and farmers in countries receiving the
food aid.

Under the President’s proposal, 55 percent of Title II food aid
funds would still be spent in the United States. Of that, 50 percent
of the cargoes would move on U.S.-flag vessels. In its initial assess-
ment, DOD has stated that changes in the food aid program will
not impact the maritime industry’s ability to crew the surge fleet
and deploy forces and cargo.

Furthermore, to mitigate any impact on vessels and mariners,
the administration is proposing a $25 million targeted operating
subsidy for military-useful vessels. Preliminary planning for this
funding envisions a three-pronged approach whereby some of the
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funding would provide a stipend for militarily useful vessels not en-
rolled in the MSP, other sums would be used to reimburse eligible
cost for mariners to retain or renew active U.S. Coast Guard-issued
merchant marine credentials, and some funds would provide ap-
prentice training for key merchant mariner skills. We will work
with our key stakeholders and our Federal partners on how best
to use this funding to minimize any impact.

I thank you, Mr. Chairman, for allowing me to share this time
with you today. I look forward to answering any questions that you
might have.

Mr. HUNTER. Thank you, Mr. Porcari.

General Fraser, you are recognized.

General FRASER. Chairman Hunter, Ranking Member
Garamendi, and distinguished members of this committee, it is in-
deed an honor to be here with you today as the Commander of
United States Transportation Command.

Our total force team of men and women, military and civilian,
are dedicated to providing reliable, seamless logistical support to
our warfighters and their families around the globe. The dedicated
professionals at the United States Transportation Command simply
could not accomplish this global mission without the capabilities
provided by the United States strategic sealift fleet and our stead-
fast merchant mariners.

USTRANSCOM relies on both Government-owned vessels and
those accessed via commercial industry. Our Government-owned
fleet includes 60 total vessels from the Military Sealift Command’s
surge fleet and the Maritime Administration’s Ready Reserve
Force. All Government-owned and commercial vessels are critical
for the Department of Defense’s ability to surge to meet future
global requirements. I am grateful to the Congress for your contin-
ued support of this global mobility requirement and capability,
which is unique to the United States.

Although our organic assets are vital during contingency oper-
ations, the vast majority of the sealift needs during steady state
and nonsurge periods comes from our commercial partners. Access
to the commercial fleet is formalized through programs such as the
Voluntary Intermodal Sealift Agreement, the Maritime Security
Program, and the Voluntary Tanker Agreement. These programs
allow us and the Department of Defense to gain access to United
States commercial capabilities while ensuring the availability of a
viable U.S.-flag fleet and United States citizen merchant mariner
pool in times of the national emergency.

The Maritime Security Program provides access to a fleet of 60
military-useful commercial vessels that are operating in inter-
national commerce and exercising intermodal networks throughout
the world and jobs for our United States merchant mariners. I also
want to thank Congress for extending the MSP program an addi-
tional 10 years to 2025.

Maintaining a responsive sealift capacity and experienced mer-
chant mariners to crew our ships in a time of need is essential to
meeting the Nation’s defense requirements. I am confident the U.S.
maritime industry will continue to meet our defense needs with the
capacity and the responsiveness that befits their heritage, and I
will work closely with the Maritime Administration and our indus-
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try partners to ensure we can rely on that capability for many
years to come.

Chairman Hunter, Ranking Member Garamendi, distinguished
members of this committee, I want to thank you again for your con-
tinued support of United States Transportation Command and our
total force team. I am grateful for the opportunity to appear before
this committee today and would ask that my written statement be
submitted for the record. I look forward to your questions.

Thank you, sir.

Mr. HUNTER. Gentlemen, thank you very much. And let me start
by saying, thank you both for your service to the country, whether
it is in transportation or the military. We all appreciate it.

Mr. Porcari, let’s start with this. You talked about the Title XI
program. You talked about the small shipyards grants program.
Yet the administration didn’t fund either one of them. So I expect
that the administration knew or thought that Congress would fill
in the blanks for them on that.

So, if it is so beneficial, as you stated, why wouldn’t the Presi-
dent request funding for it?

Mr. PORCARI. First, Mr. Chairman—it is a great question.

Mr. HUNTER. In fact, let me specify, too, the President has never
requested funding for Title XI, ever.

Mr. PORCARI. Mr. Chairman, on Title XI, we currently have
about $420 million of authority for additional projects for——

Mr. HUNTER. That is about $30 million, right?

Mr. PORCARI. It is—approximately. And, given what is in the
pipeline, we believe we can process the applications that are cur-
rently in the pipeline. There may be need for additional capacity
beyond that. It is a situation that we would like to be in.

But Title XI is one of the tools that we use. I would also point
out, you mentioned small shipyard grants, which we have made
good use of. Third, it is not strictly a maritime program, but the
single biggest winner, in some ways, of our TIGER program has
been the maritime industry because we have been focusing on the
landside connections as well. Ports in the maritime industry only
function as well as the intermodal connections. And we have been
trying to remove bottlenecks, whether it is on dock, whether it is
with the freight railroads or in other places. It is a holistic ap-
proach to trying to encourage the maritime industry.

We believe very strongly in a U.S.-flag fleet, and we will continue
to do so.

Mr. HUNTER. I would agree, the landside improvements are vi-
tally important as well.

Let me ask you this. I am seeking about $70 million in Title XI
funding to bring it up to $100 million, which is about a billion dol-
lars or more, $1.3 or $1.4 billion in funding. What do you estimate
that would do to the shipbuilding industry if that over a billion dol-
lars in funding was able to be made of use and granted to the in-
dustry to build commercial ships?

Mr. PoORCARI. Should Congress provide those funds, Mr. Chair-
man, we would work to, first of all, make sure that we are improv-
ing the process of Title XI loans. We know that, in terms of the
timing, the responsiveness, and the interaction with applicants, the
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process can be and needs to be reengineered. And we would focus
on that for a more responsive Title XI process.

We would also try to encourage, wherever possible, loan applica-
tions that most directly benefit both shipbuilding and long-term
employment of U.S. mariners.

Mr. HUNTER. And for both gentlemen, my last question; then I
will yield to Mr. Garamendi.

As the Food for Peace program gets slashed, you said, Mr.
Porcari, that DOD has stated that right now that will not have an
impact on the crewing of the vessels that are needed for military
capacity.

But let’s look out 5 or 10 years, and I would like you both to just
tell us here very bluntly: What do you think the impact is going
to be over the next decade if we cut the Food for Peace program
and those ships go away and those mariners go away and that
training pool for our ship drivers and ship crew goes away?

Mr. PORCARI. Mr. Chairman, first and foremost, we can’t afford
to lose that capacity, whether it is the actual vessels or, more im-
portantly in some ways, the U.S. crews.

We know that the industry is changing. Food aid is only one com-
ponent of it. What we want to focus on is things like energy trans-
port, where we believe in the future there are growth opportunities
in the industry for a U.S.-flag fleet and U.S. mariners.

Going out 5 or 10 years, I personally can’t really project that, but
I don’t think that we should have overdependence on any portion
of the cargo spectrum, including food aid.

Mr. HUNTER. Before General Fraser answers, I would venture
that if you are going to offset this with energy or if we have other
plans, that you do them simultaneously or maybe make sure one
is in place first before cutting the, you know, current program. Oth-
erwise, you are not going to have that capacity to move the energy
stuff because it will be gone.

General Fraser?

General FRASER. Chairman, thank you very much.

As previously stated, DOD did take a look at this initially, and
as it stands alone, it would not have a significant impact on our
ability to reach into the merchant mariner pool to satisfy our mili-
tary requirements.

As the global distribution synchronizer and provider of transpor-
tation for DOD, I do look at where industry has been, and what
history has shown us. Both you and Ranking Member Garamendi
spoke in your opening comments about how we have seen things
change over time. I think that is something that, as we look for-
ward to the future, and not being a predictor of the future, we need
to take into consideration as we work together.

I promise to continue to work very closely with MarAd as we de-
fine what the military requirements are in the future in meeting
our surge capacity and capability and those merchant mariners
that are needed, which are great value to our surge capacity in the
future. And we will do that.

Mr. HUNTER. General, did you use food aid mariners to crew
ships whose capacity you used in Enduring Freedom and Iraqi
Freedom?



8

General FRASER. Sir, when we actually go out and seek merchant
mariners, I do not know where they come from. We work with
MarAd as they man the ships——

Mr. HUNTER. To the best of your knowledge.

General FRASER [continuing]. Because there is a large pool of
merchant mariners from which they reach to obtain both the li-
censed and the unlicensed personnel to crew these ships.

Mr. HUNTER. Would it be reasonable to say that you use those
crews that crew the food aid ships?

General FRASER. Sir, I think that is something that I would have
to dig into the details as to exactly where they came from. But I
know that those who are working in the commercial industry who
are maintaining their licenses, the skill sets of those merchant
mariners from which we pull, are sailing on all kinds of ships that
are in the commercial industry.

Mr. HUNTER. Thank you, General.

Mr. Garamendi, you are recognized.

Mr. GARAMENDI. Thank you, Mr. Chairman.

And, gentlemen, thank you for your service as well as for your
testimony today.

I am not at all sure that we have an overall strategy to maintain
the merchant marine capability and its direct effect upon national
security. The trend lines are terrible. This industry, if one were to
take a look at this as a—the overall trend lines, you have to say
it is disappearing, perhaps to the point where we will not have the
capability for national defense or to maintain a vital part of our
economy.

I think what I would like to really focus on are some of the spe-
cific elements in it. I think the administration is dead-wrong with
regard to Food for Peace for a variety of reasons. One of them is
the loss of capacity within the United States. A second one is a
breakup of the political support for the food program overall. That
current support comes from farmers, the merchant marine indus-
try, and those who are interested in making sure people around the
world have food to eat when they don’t have it otherwise available.

So I think the administration is wrong on this one. I am going
to do everything I can to reverse the administration’s position. I
understand you two gentlemen are good soldiers and carrying out
your task.

So, having said that, apparently there is a loss of capacity. Oth-
erwise, the administration would not be proposing the $25 million
to somehow make up for that loss.

Mr. Porcari, how exactly is that supposed to work?

Mr. PoORCARI. Well, first of all, the food aid proposal is designed
to be more efficient, deliver more food aid, and minimize disruption
on local markets.

The $25 million that you refer to is a reflection of the fact that
we know that the industry is changing. We need to preserve key
skills. Doing that through potential concepts like aid to militarily
useful vessels that are not currently in the MSP fleet; making sure
the Coast Guard credentials, oceangoing credentials of mariners
are maintained; apprenticeship training for specific skilled trades,
for example, that are critical today and tomorrow in the merchant
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marine fleet. Those are some of the ways that we think that this
$25 million proposed by the President can be used.

It is a reflection of the understanding that we know that the
maritime world is changing and we know that we need to preserve
the capacity both on the vessel side and, importantly, with the
crews.

Mr. GARAMENDI. Is the $25 million over and above the ongoing
Food for Peace P.L. 480 program?

Mr. PoORCARI. Yes. This is an additional $25 million, Mr.
Garamendi, that is specifically for assistance to the merchant ma-
rine

Mr. GARAMENDI. Wouldn’t we be better off if we put $25 million
directly into the P.L. 480 program and just have more capacity and
more food aid around the world, rather than trying to carry on a
program of maintaining the skill sets through what appears to be
a hopeful program but not yet in existence?

We have $25 million extra. Why don’t we just provide more food
where it may be needed around the world?

Mr. PorcARI. We know that with the steady loss of merchant
marine capacity since World War II that we need to do things dif-
ferently, that we need to actually make sure that we are building
on things that work. We know, for example, the MSP program has
worked, and it has worked well, with its 60 vessels.

Going beyond that to both vessels and crews that would provide
additional capacity is something that we believe we can use this
$25 million usefully for. And we look forward to input from indus-
try, our partners at DOD, and others to determine the best ways
to use it. It is a way to pivot toward the future and start getting
directly to some of the skilled trades and other needs.

Mr. GARAMENDI. Mr. Porcari, do you have a specific plan of ac-
tion for the use of the $25 million? You have mentioned several dif-
ferent ways it could be spent. Is there a specific program that you
can give to us that you are going to—how you are going to spend
that money?

Mr. PorcARrl. These are potential options right now, the once
that I mentioned. We do not want to move forward without specific
input from industry from——

Mr. GARAMENDI. So the correct answer is “no.”

Mr. PORCARI. The correct answer is “no.”

Mr. GARAMENDI. Thank you.

It just seems to me, somewhere the administration has found 25
million extra dollars to backfill and to handle a problem that it is
creating by changing the P.L. 480 program.

Wouldn't it be better to put that $25 million directly into the P.L.
480 program, provide the additional support around the world for
food and emergency relief, rather than to create what amounts to
a welfare program for unemployed mariners and ships that are not
being used?

Mr. PORCARI. The long-term prospects for food aid, because they
are uncertain as a useful tool for the maritime industry, using the
$25 million and targeting what we know are needed skills and
needed vessels, we believe, is a good option.

Mr. GARAMENDI. Well, I disagree. I will let it go at that and just
say I strongly disagree, and I will do everything I can to see that
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the $25 million goes into providing food aid directly rather than in
trying to find some way to educate, reeducate mariners that are
not able to work because you have taken the program away from
them and the farmers. And you have also created a very serious
political problem, in that the support base for the Food for Peace
is going to be significantly eroded.

Now, there are a bunch of other questions. I have occupied more
than 5 minutes, but I like the way my clock runs, because it
doesn’t. But I think I had best let it go at that, Mr. Chairman, and
come back with another round later.

Mr. HUNTER. I thank the ranking member.

Mr. Coble is recognized.

Mr. CoBLE. Thank you, Mr. Chairman.

Good to have you gentlemen with us this morning.

Mr. Porcari, as you know, the Jones Act requires merchandise
and passengers moving between two points in the U.S. to be car-
ried only on U.S.-flagged, U.S.-crewed, U.S.-owned, and U.S.-built
vessels.

The Coast Guard and Maritime Transportation Act of 2012 in-
cluded language to improve the level of disclosure and account-
ability in the Jones Act waiver process. What steps has the admin-
istration taken to implement the requirements of the 2012 act?

Mr. PoRCARI. We have, first of all, worked very closely with our
partners at DHS and other agencies in the Jones Act waiver eval-
uation process.

I would point out that in previous opportunities with the Stra-
tegic Petroleum Reserve, a blanket waiver had always been issued.
We took the unprecedented step of not issuing a Jones Act waiver
with the last SPR release, with the idea that we could maximize
the use of Jones Act vessels wherever possible.

That is something we take very seriously. We are obviously com-
plying with the requirements that were put in place in 2012. We
think, beyond that, doing work upfront, for example, with the De-
partment of Energy, on sizing of vessels, the timing of any SPR re-
lease, just as one example, is very helpful in maximizing the ability
of Jones Act vessels to compete.

We have recently during Hurricane Sandy issued, for the first
time, because it was a true emergency, a limited blanket waiver of
limited duration. And it was from point to point, so instead of a
blanket waiver that would allow widespread use of non-Jones Act
vessels, it was very much targeted for a short-term issue until the
refineries, the pipelines, and the distribution system were back up
and running in New York.

We think that kind of very specific, targeted use of the waiver
process as a last resort where we have to is the way to go. We will
work very closely on the notification process, as required.

Mr. CoBLE. I thank you for that.

General, if there is a significant reduction in the number of
trained American mariners and military-capable U.S.-flag commer-
cial vessels, how would that impact the ability of TRANSCOM to
successfully conduct its mission?

General FRASER. Well, thank you very much.
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As I look at this particular PB that is put forward, P.L. 480 will
not have a significant impact on our ability to reach into the mer-
chant mariner fleet to satisfy our requirements.

As 1 take a look, though, at the trend that we have discussed
here previously, I think that is something that we need to continue
to work with the Maritime Administration to ensure that our re-
quirements are met in the future.

We completed a Mobility Capabilities Requirements Study, which
defines the amount of square footage that we need in order to meet
our military requirements. Right now that is slightly in excess of
19 million square feet. We have those ships identified that meet
that requirement, as well as the pool of merchant mariners that
would help us fulfill the requirements to meet our military needs.

So we would continue to work with the Maritime Administration
if further reductions were to take place.

Mr. CoBLE. Thank you, gentlemen. Good to have you both with
us.
Mr. Chairman, I yield back.

Mr. HUNTER. I thank the gentleman.

Ms. Hahn is recognized.

Ms. HAHBN. Thank you, Mr. Chairman.

And I want to say that it certainly is timely that we are holding
this hearing on the role of U.S. ships and mariners today, as to-
morrow is National Maritime Day in this country. And until I came
to Congress, I attended every single year a wonderful ceremony
that we have in San Pedro, where we actually have a memorial to
merchant mariners, and we honor them every year, a group of men
and a few women.

More merchant mariners were lost in our wars than any other
branch of the military. Our merchant mariners, by the way, still
don’t receive the benefits that they deserve, and I plan on reintro-
ducing legislation that will maybe compel this Congress to pay the
survivors the benefits that they deserve. This is a branch of our
military that really, many times, goes unrecognized and unhonored
as they should, so it really troubles me.

And I would like to associate my remarks with my friend and col-
league from California, Ranking Member Garamendi, who says, as
I do, that we completely disagree with the administration’s attempt
to restructure the Food for Peace program. It will reduce the
amount of U.S.-flag vessels participating in this program.

In an industry that employs more than 260,000 American work-
ers and contributes $29 billion to our economy in their annual
wages, | have serious concerns with what this could mean for our
maritime workers. That is why I signed a letter, led by my friend,
Congressman Cummings, opposing any changes that would ulti-
mately lead to job losses in the American shipping industry.

While you two sit here today and talk about the $25 million that
will be used to reimburse the U.S.-flag vessel operators for this pro-
gram, many of our merchant mariners and our maritime friends
were walking the halls of Congress last month, going from office to
office expressing their very deep concern of what this is going to
do to this industry, to their lives, preserving the ships, preserving
these kinds of skills.
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So I still can’t figure out—maybe, Mr. Porcari, you can address
this—why the administration is pursuing a policy that will dev-
astate the U.S. shipping industry and put American jobs at risk.

And is there a way that we could work with you to ensure your
concerns—which I am not really clear on what the concerns are—
without making these kinds of changes that will harm good Amer-
ican jobs?

I am kind of with John Garamendi. Why don’t we take this $25
million, put it toward the program and strengthen it?

Mr. PorcARrI. Well, first, we are happy to work with you on this
proposal.

For the Maritime Administration and the Department of Trans-
portation, we see an essential element that we have to preserve. I
mentioned earlier that the Maritime Security Program is successful
by any standards.

It is important to point out that, in the current fiscal year, be-
tween the continuing resolution and then the sequester following
it, for the first time we have been unable to honor our current com-
mitments to the 60 vessels in the program.

And I know your question is related to food aid. I do want to
point out that it is imperative that we have a program that we
know works, that is preserving the jobs, that is preserving the ca-
pacity for urgent national needs in times of the emergency. And we
want to make sure that we are continuing to fully fund it. The
President has proposed that for fiscal year 2014.

On the food aid proposal, the administration proposal is aimed
at being more effective and efficient in actually delivering food to
needed recipients and minimizing the distortion on the local mar-
kets at the same time. We, in interagency discussions, have really
focused on the ability to do that and make sure that we are not
impacting the merchant marine industry.

And it has also provided us an opportunity to continue to outline
how critical this capacity is for the Nation, from a jobs perspective,
from a national defense