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rL THE WHITE HOUSE
Last Day: January 4

December 31, 1974

MEMORANDUM FOR THE PRESIDENT

S\;""“'}”']:"ROM: KEN\  OLE
5, W

IE

SUBJECT: Enrolled Bill H.R, 12427
Amend Merchant Marine Act

Attached for your consideration is H.R. 12427, sponsored

by Representatives Sullivan and Grover, which would upgrade

the National Defense Reserve Fleet by authorizing the Secretary
of Commerce to acquire, within two years after its enactment,
Mariner vessels in exchange for obsolete vessels in that fleet
scheduled for scrapping.

OMB recommends approval and provides additional background
information in its enrolled bill report (Tab A).

Max Friedersdorf (Loen) and Phil Areeda both recommend approval.
The NSC has no objection to approval of the enrolled bill.

RECOMMENDATION

That you sign H.R. 12427 (Tab B).
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* EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

DEC27 WM

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 12427 - Amend Merchant Marine Act

Sponsors - Rep. Sullivan (D) Missouri and Rep. Grover
(R) New York

Last Day for Action

January 4, 1975 - Saturday

Purpose

To modernize the National Defense Reserve Fleet and to resolve
an FMC/ICC jurisdictional dispute.

Agency Recommendations

Office of Management and Budget Approval

Department of Commerce Approval

Department of Defense Approval

Interstate Commerce Commission No objection(Infmmuﬂlnj
Federal Maritime Commission No objection (Bﬂ%ﬁﬂﬂi&)
Discussion

National Defense Reserve Fleet

The Maritime Administration of the Department of Commerce maintains
a National Defense Reserve Fleet of merchant vessels for use in
time of war or national emergency. At present, most of the

fleet is comprised of obsolete World War II vessels.




The commercial U.S. Merchant Marine fleet includes 24 vessels of
the Mariner class that are relatively modern vessels built for
Korean War needs. While they are more efficient than the
vessels presently in the National Defense Reserve Fleet, they
are soon to be scrapped by their commercial owners because

they have been superseded by ships of more advanced design.

The enrolled bill would authorize the Secretary of Commerce,
within two years after enactment, to acquire as many as possible
of the 24 eligible Mariner class vessels presently owned by

U.S. flag operators and about to be scrapped in exchange for
obsolete vessels in the National Defense Reserve Fleet that

are scheduled for scrapping.

The scrap value of the traded-in Mariner class vessels and the
traded-out Reserve Fleet would, under the enrolled bill, be
determined by the Secretary of Commerce. In the debate on the
House floor, the procedure for exchange was described. Essentially,
Mariner owners would trade Mariners they planned to scrap for

scrap value equivalent of presently mothballed Reserve Fleet ships
which the Mariner owner would then scrap. The Reserve Fleet would
acquire Mariners at no cost -~ the Mariner owner would similarly
incur no cost or gain. Any amount the commercial operator realized
from the scrapplng of Reserve Fleet ships over the scrap value of
the Mariners, he would be required to return to the Secretary of
Commerce. The Mariner class vessel which would be incorporated
into the fleet would be mothballed at a cost of approximately
$200,000 per vessel. The bill authorizes the Secretary of

Commerce to pay mothballing costs from an existing Vessel Operation
Revolving Fund. Any excess in the scrap value of Reserve Fleet
ships scrapped which would be repaid by the commercial operator
would be deposited in that Fund.

It is expected that about half of the 24 Mariner class vessels
in the U.S. Merchant Fleet will be traded-in at a total cost of
$2.4 million for mothballing,

FMC-ICC Jurisdiction

The enrolled bill also includes a provision which would resolve

a jurisdictional dispute between the Interstate Commerce Commission
and the Federal Maritime Commission concerning certain barge
services for containerized cargo between the ports of San Francisco
and Sacramento, California.
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The Port of Sacramento has developed a "Container Barge Service"
to move containers from San Francisco to Sacramento so that a
shipper pays ocean freight costs from Sacramento to destination
even though containers are barged between San Francisco and
Sacramento. This generally results in a saving over moving

a large container vessel to Sacramento. Because the containers
are off-loaded in San Francisco and barged to Sacramento, ICC
has jurisdiction over the barge traffic on the inland waterway.
This bill would give FMC jurisdiction over the entire container
shipment to and from Sacramento.

In the floor debate on the enrolled bill, Senator Tunney

indicated that ICC does not oppose the bill and acknowledges that
the Container Barge Service has a de-minimus impact on ICC's

responsibilities.
Jieghed H ol

Assistant Director for
Legislative Reference

Enclosures
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Interstate Conmeree Commission
Washington, B.E. 20423

OFFICE OF THE CHAIRMAN December 27, 1974

Mr. William V., Skidmore
Office of the Assistant Director
for Legislative Reference

Office of Management and Budget
Washington, DC 20503

Dear Mr. Skidmore:

This replies to your request for our comments on enrolled bill,
H.R., 12427, Section 2 of that bill confers upon the Federal Maritime Com-
mission exclusive jurisdiction over certain types of barge movements which
are deemed to be substituted service in lieu of direct vessel call at a port.

Section 2 of the enrolled bill is similar to legislation recommended
by us in No. W-C-21, Sacramento-Yolo Port District, Petition for Declaratory
Order. I differs in only two aspects from two bills (H.R. 736 and H.R. 4009)
which were endorsed by us in testimony before the Subcommittee on Merchant
Marine of the House Committee on Merchant Marine and Fisheries on June 15,
1973 (copy enclosed). These differences are both restrictive in nature and,
consequently, do not affect our position on this legislation.

You will note in our enclosed testimony at page 4 that we indicated
the necessity of enacting a conforming amendment to section 303(f) of the
Interstate Commerce Act. This was not done; therefore, it will have to be
done in the near future. However, that omission does not warrant Presidential
veto.

Thank you for the opportunity to_gomment on this enrolled bill.

Enclosure




Fedveral Maritime Commission
Washington, B.E. 20573

®ffice of the Chairman January 2, 1975

Honorable Roy L. Ash

Director, Office of Management
and Budget

Washington, D.C. 20503

Dear Mr. Ash:

This refers to your request for the views of the Federal Maritime
Commission with respect to the enrolled bill H.R. 12427, a bill

To amend section 510 of the Merchant Marine Act, 1936.

Section 3 of this bill to which we will confine our comments, would
vest in the Federal Maritime Commission exclusive regulatory juris-
diction over the tramsportation of containers or containerized cargo
moving by barge between points in the United States, provided the

following conditions are met:

(a) The cargo is moving between a point in a foreign

country or a noncontiguous State, territory or
possession and a point in the United States.

(b) The transportation by barge between points in
the United States is furnished by a terminal
operator as a service substituted in lieu of
a direct vessel call by the common carrier by

water transporting the contalners or containerized

cargo under a through bill of lading.

(c) The terminal operator is a Pacific Slope State,
municipality, or other public body or agency

subject to the jurisdiction of the Federal Mari-
time Commission, and the only one furnishing the

particular barge service in question as of the
date of enactment of H.R., 12427,

(d) The terminal operator is in compliance with the
rules and regulations of the Federal Maritime

Commission for the operation of the barge service,

and
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(e) The Federal Maritime Commission shall promulgate
rules and regulations for the barge operations
described in the amendment made by the first sec~
tion of this bill. These rules will provide that
the rates charged will be based upon factors
normally considered by a regular commercial op-
erator in the same service.

The Federal Maritime Commission is the agency charged by the Congress
with the responsibility of regulating, among other things, the water~
borne foreign and domestic offshore commerce of the United States.

In the discharge of these responsibilities the Commission has juris-
diction over common carriers by water serving these trades and persons
carrying on the business of forwarding or furnishing wharfage, dock,
warehouse, or other terminal facilities in connection with such common
carriers by water. Common carriers are required by the shipping
statutes to file with the Commission tariffs setting forth rates and
charges pertaining to the transportation of property and rules and
regulations affecting such rates and charges, and to comply with the
Shipping Act, 1916, and other pertinent shipping statutes and the
Commission's rules and regulations issued pursuant to such statutes. By
General Order 15, the Commission has issued regulations requiring
"terminal operators' to file with it and to keep open to public
inspection schedules or tariffs showing all rates, charges, rules

and regulations relating to or connected with the receiving, handling,
storing and/or delivering of property at their terminal facilities.

The Interstate Commerce Commission has jurisdiction over the domestic
movement of property in interstate commerce and in the foreign or
domestic offshore commerce but only insofar as such transportation
takes place within the United States. Where the movement between
points in the United States is by water, that portion which precedes
transshipment on an outbound movement or follows transshipment on

an inbound movement is subject to Interstate Commerce Commission
regulation., This results in some cases in subjecting the movement

to unnecessary and fragmented duplication of regulation. Thus, in

a through shipment from a point in California to a foreign country

the cargo may be transported by motor carrier to the Port of Sacramento
where it is loaded on a barge, transported downstream to the Port of
San Francisco where it is transferred to an ocean-going common carrier
and thence overseas to final destination. Under the present regulatory
scheme, in accordance with interpretation of the Interstate Commerce
Act, that movement is first subject to Interstate Commerce Commission
regulation, thence Federal Maritime Commission jurisdiction (over the
port of Sacramento as a terminal operator) -- upon being loaded on the
barge and transported to San Francisco the movement would again be
subject to Interstate Commerce Commission jurisdiction. At San
Francisco the Federal Maritime Commission once again would take over
and the balance of the transportation would then be governed by the
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shipping statutes. An inbound movement between the same two points
would reverse this procedure.

This fragmentation would be avoided under H.R. 12427. The Interstate
Commerce Commission would relinquish jurisdiction at the Port of
Sacramento and the entire movement beyond the port would be subject
to the exclusive jurisdiction of the Federal Maritime Commission in
those instances where the conditions heretofore specified are met,
thereby removing unnecessary obstacles to newly developing water
services.

It is our understanding that the Interstate Commerce Commission
endorsed an identical measure, H.R. 9128, during the 92nd Congress.

H.R. 12427 would clarify FMC/ICC jurisdiction over a barge service
provided by the Port of Sacramento as a substitute service between
the Port of Sacramento and the San Francisco Bay area in lieu of a
direct vessel call at Sacramento. The service offered by the Port
of Sacramento is unique. We are not aware of other similar services.
Accordingly, enactment of this bill should result in no additional
cost to the Federal Government,

Therefore, the Commission urges Presidential approval of H.R. 12427,
Sincerely,
’-‘Lﬂ/

Helen Delich Bentley
Chairman
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THE UNDER SECRETARY OF COMMERCE
Washington, D.C. 20230

DEC 2 6 1974

Honorable Roy L. Ash

Director, Office of Management
and Budget

Washington, D. C. 20503

Attention: Assistant Director for Legislative Reference
Dear Mr. Ash:

This is in reply to your request for the views of this Department
concerning H.R. 12427, an enrolled enactment

"To amend section 510 of the Merchant Marine Act, 1936, "

Section 1 of H. R, 12427 amends the Merchant Marine Act, 1936 so
as to authorize the Secretary of Commerce to acquire, within two
years after its enactment, mariner class vessels in exchange for
obsolete vessels in the National Defense Reserve Fleet that are
scheduled for scrapping.

Section 2 amends the Shipping Act, 1916 so as to confer exclusive
jurisdiction on the Federal Maritime Commission over certain
movements of merchandise by barge in foreign and domestic com~
merce.

This Department would have no objection to approval by the
President of H. R, 12427, '

Enactment of this legislation will not involve any increase in the
budgetary requirements of this Department.

Sincerely,
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DEPARTMENT OF THE NAVY
OFFICE OF THE SECRETARY
WASHINGTON, D. C. 20350

December 24, 1974

Dear Mr. Ash:

Your transmittal sheet dated December 23, 1974, enclosing a facsimile of
an enrolled enactment of Congress, H.R. 12427, "To amend section 510 of
the Merchant Marine Act, 1936," and requesting the comment of the Depart-
ment of Defense has been received. The Department of the Navy has been
assigned the responsiblity for expressing the views of the Department of
Defense.

This bill amends section 510 of the Merchant Marine Act of 1936, to authorize
the Secretary of Commerce to acquire mariner class vessels constructed
under title VII of the Merchant Marine Act, 1936, and legislation in

Public Law 911, 8lst Congress in exchange for obsolete vessels in the
National Defense Reserve Fleet that are scheduled for scrapping. In
addition, the Act will allow the Federal Maritime Commission to regulate
containerized or barged cargo between points in the United States where

(a) the cargo is moving between a point in a foreign country or a non-
contiguous State, territory, or possession and a point in the United States,
(b) barge transport between U.S. points is furnished by a terminal operator
in lieu of direct vessel call, (c) such terminal operator is a public

entity subject to the jurisdiction of the Federal Maritime Commission,

and (d) such terminal operator is in compliance with the rules and regu-
lations of the Federal Maritime Commission.

The Department of the Navy, on behalf of the Department of Defense, supports
enactment of H.R. 12427.

Sincerely yours,

(1S e

' D. S. Potter
Honorable Roy L. Ash Under Secretary of the Navy
Director, Office of Management and Budget
Washington, D. C. 20350




THE WHITE HOUSE

WASHINGTON

MEMORAW FOR: WARREN HENDRIKS
FROM: (/A MAX L. FRIEDERSDORF
SUBJECT: Action Memorandum - Log No. 881

Enrolled Bill H.R. 12427

The Office of Legislative Affairs concurs in the attached proposal
and has no additional recommendations.

Attachment
















|

THE WHITE HOUSE

ACTION MEAMNORANDUM WASHINGTON - LCG NO.: 881
Date: December 28, 1974 Time: 9:00 a.m.
Geoff Shepard . . '
FOR ACTION: Max Friedersdorf cc (for information}: warren Hendriks
Phil Areeda Jerry Jones
NSC/S A ;
\
FROM THE STAFT SECRETARY
DUE: Date: Monday, December 30 Time: 1:00 p.m.

SUBJECT:

Enrolled Bill H.R. 12427 - Amend Merchant Marine Act

ACTION REQUESTED:

For Necessary Action For ¥Your Recommendations

Prevare Agendn and Rriaf Dot Reply
X For Your Comments — Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

i you have any cuesticns or 3% vou o

> L. 2. COLE, IR,
shor the Pregident

delay in submilting ‘he reguirzd m

telephomne the Bialf Secratury imme



‘ THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON': LOG NO.: 881

Date: December 28, 1974 Time: 9:00 a.m.
Geoff Shepard . .

FOR ACTION: Max Friedersdorf cc (for information): warren Hendriks
Phil Areeda - Jerry Jones
NSC/S

FROM THE STAFF SECRETARY

DUE: Date: Monday, December 30 Time: 1:00 p.m.

SUBJECT:

Enrolled Bill H.R. 12427 - Amend Merchant Marine Act

ACTION REQUESTED:
— For Necessary Action —— For Your Recommendations

Prepare Agenda and Brief Draft Reply

—x For Your Comments — Draft Remarks

REMARKS:

Please return to Judy Johnston oor West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any gquestions or if you anticipate a
delay in submitting the required material, please K. R. COLE, JR.
telephone the Staff Secretary immediately. For the President




93p CONGRESS HOUSE OF REPRESENTATIVES ReporT
2d Session No. 93-1073

MARINER VESSELS TRADED INTO NATIONAL DEFENSE
RESERVE FLEET

May 381, 1974.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mrs. SULLIVAN, from the Committee on Merchant Marine and
Fisheries, submitted the following

REPORT

[To accompany H.R. 12427]

The Committee on Merchant Marine and Fisheries, to whom was
referred the bill (H.R. 12427) to amend section 510 of the Merchant
Marine Act, 1936, having considered the same, report favorably there-
on with an amendment and recommend that the bill as amended do
pass.

The amendment is as follows: A fter the period on page 2, line 13, in-
sert the following words:

This excess shall be deposited into the Vessel Operations
Revolving Fund and all costs incident to the lay-up of vessels
acquired under this Act may be paid from balances in the
Fund. ’

Purrosk or THE BiLL

The purpose of the bill, H.R. 12427, is to upgrade the National De-
fense Reserve Fleet, by authorizing the Secretary of Commerce to
acquire, within two years after its enactment, Mariner vessels in ex-
change for obsolete vessels in that fleet scheduled for scrapping.

BACRGROUND AND NEED FOR THE LEGISLATION

The Maritime Administration, of the Department of Commerce,
maintains a National Defense Reserve Fleet of merchant vessels for
use in augmenting sealift capacity in times of emergency. Since it was
established after World War II, these ships have repeatedly been
called upon to provide additional shipping capacity. Most recently,
172 ships were activated for Vietnam sealift support and the National
Defense Reserve Fleet capability remains a principal source: of sea-
lift for United States reinforcement of N.A.T.O. o

99-008
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For some time now, the condition of the World War I vessels in
the National Defense Reserve Fleet hag been a souree of grave concern
to your Committee. Recently, the Honorable Frank M. Clark, Chair-
man of the Subcommittee on Merchant Marine, inspected the National
Defense Reserve Fleet and found that it now consists of 332 old
merchant vessels, Of these, 194 are of no further use and are generally
scheduled for scrapping. Of the remaining vessels, five are old war-
built vessels converted to carry containers, and 134 are so-called Vic-
tory ships. Victory ships are slow, small, war-built ships which have
seen substantial service in World War 11, the Korean War and the
Vietnam War. The further utility of these vessels in times of national
emergency is questionable. -

It 18 clear to your Committee that as the old merehant vessels in the
National Defense Reserve Fleet are scrapped, they must be replaced
by more modern vessels that can efficiently meet military transport
requirements. However, evolutionary changes have caused the United
States-flag merchant marine to become increasingly oriented to sophis-
ticated container, Rol-on/Roll-off, and barge carrying ships. These
vessels do not readily lend themselves to military cargoes, such as heli-
copters, eonstruction equipment, yehinles of varied types and sizes,
and many types of ammunition. Such cargoes are handled best by the
traditional merchant vessel, with its capability to load and off-load
itself with booms and winches. The Victory ships in the National De-
fense Reserve Fleet provide this capability, but are now about 30 years
old and would be of limited value in the future. :

The mest recent class of conventional merchant vessels constructed
in the United States are the so-called Mariner vessels. These vessels
were constructed specifically for national defense purposes. On De-
cember 16, 1950, the President declared a national emergency in con-
nection with the outbreak of the Korean War. Public Law 911, 81st
Congress, approved January 6, 1951, made funds available “without
regard to the provisions of the Merchant Marine Act of 1936 with
respect to essential trade routes, for the construction of such additional
dry-cargo vessels as the Secretary of Commerce, with the approval
of the President, shall find necessary for national security”.

Thirty-five Mariners were built by the Government under this legis-
lation during the early 1950’s. These are 20 knot vessels, of 13,400
deadweight tons. They were by far the most efficient and productive
dry cargo vessels that had ever been built anywhere up to that time.
Five of these vessels were turned over to the Navy and the remaining
30 were sold to private United States-flag operators. Two have been
lost at sea. Two have been sold foreign; one for scrapping and one
for operation. : )

The United States-flag merchant marine has the most modern and
officient vessels in the world. However, because of the development of
newer and more efficient ships, such as sophisticated container ships,
Roll-on/Roll-off vessels, LASH ships, and Sea Barge ships, the
Mariners are commercially obsolete and surplus to the needs of the
operators, with no ready buyers in the market. Unless legislation is
enacted, these vessels will be scrapped and the National Defense Re-
serve Fleet deprived of desperately needed modern, efficient vessels, for
use by the military during times of national emergency. Therefore,

H.R. 1073
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H.R. 12427 was introduced on January 30, 1974 by the Honorable
Leonor K. Sullivan, Chairman of your Committee, and the Honorable
James R. Grover, ranking Minority Member.

Section 510(i) of the Merchant Marine Act of 1936 expired on
July 5, 1972. The language contained in H.R. 12427, as amended by
your Committee, would become the new provisions of Section 510(i).

H.R. 12427 would authorize the Secretary of Commerce to acquire,
within two years after its enactment, Mariner class vessels constructed
pursuant to the 1951 legislation in exchange for vessels in the National
Defense Reserve Fleet that are scheduled for scrapping. The bill pro-
vides that the traded-in and traded-out vessels would be valued at the
higher of their scrap value in the domestic or foreign markets on the
date of exchange, and that the traded-in and traded-out vessels would
both be valued on the same basis. The bill would further require that
the value of the traded-out vessels be as nearly as possible equal to the
value of the traded-in vessels plus the fair value of the cost of towing
the traded-out vessels to the place of scrapping. If the value of the
traded-out vessels exceeds this amount, the owner of the traded-in
vessels would be required to pay the excess to the Government in cash
at the time of the exchange. No payment could be made by the Secre-
tary of Commerce to the owner of any traded-in vessel in connection
with any exchange under this bill. Finally, the bill provides that,
notwithstanding the provisions of Sections 9 and 87 of the Shipping
Act of 1916 (which prohibits the transfer of American-flag vessels to
foreign ownership without the consent of the Secretary of Commerce),
vessels traded-out under the bill may be scrapped in approved foreign
markets.

Hearing

Hearings were held before the Subcommittee on Merchant Marine
on February 25, 1974. Witnesses for the Department of Commerce,
Department of Defense and the American Institute of Merchant
Shipping testified in strong support of H.R. 12427, In addition, your
Committee received a substantial amount of information with respect
to the proposed legislation.

The witness for the Department of Defense confirmed that the
availability of active United States-flag vessels suitable for military
requirements has been severely reduced, so that the National Defense
Reserve Fleet has become more important than ever for emergency
requirements. However, the age and condition of the remaining Viec-
tory ships in the National Defense Reserve Fleet is such that they must
be scrapped in the very near future. The witness for the Department of
Defense stressed that the opportunity afforded by H.R. 12427 to re-
juvinate our National Defense Reserve Fleet by the acquisition of
relatively modern cargo ships must not be lost, as such vessels are
particularly well suited to the Department of Defense requirements
In wartime.

The witness for the Department of Commerce confirmed the age
and condition of vessels in the National Defense Reserve Fleet, and
that the Mariner vessels are newer, more carefully constructed than
war-built ships, and have greater speed, deadweight and cubic capac-
ities. Such vessels would be a most helpful addition to the National

H.R. 1073
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Defense Reserve Fleet. With respect to the provision in the bill for
towing costs, it was pointed out that if the owners of the Mariners
were to scrap them abroad, they would be able to carry cargo to an
area near where the vessel would be scrapped. The transportation of
the vessel to the foreign market, therefore, would be at no cost to
them. The bill recognizes this by combining the fair cost of towing
the traded-out vessels to the place of scrapping with the value of the
traded-in Mariner vessels as the value that shall as nearly as possible
-equal the value of the traded-out scrap vessel. However, as the bill does
not provide funding for laying up traded-in vessels, the witness for
the Department of Commerce recommended that the bill be amended
to authorize the Secretary of Commerce to pay such costs from the
Vessel Operations Revolving Fund. This is discussed under the heading
Comnmittee Amendments in the Report.

The witness for the American Institute of Merchant Shipping, rep-
resenting owners and operators of about two-thirds of the merchant
ships registered under the United States-flag, confirmed that due to
the advent of the so-called Container Revolution and other sophisti-
cated United States-flag vessels, such as Lash ships and Roll-on/Roll-
off vessels, some of the Mariner vessels are on longer economically
viable. Therefore, the choice would appear to be either scrapping such
Mariners or exchanging them for obsolete vessels in the National De-
fense Reserve Fleet that would be scrapped pursuant to the provi-
sions of the bill.

At the hearing, your Committee called one unscheduled witness
because the combination passenger/cargo vessels SS Mariposa and SS
Monterey, owned by Pacific Far East Line, Inc., were originally Mari-
ner vessels and would fall within the purview of the bill. The witness
for Pacific Far East Line, Inc., confirmed that it is not their inten-
tion that the SS Mariposa and SS Monterey should be so included.

CoMMITTEE A MENDMENTS

Asintroduced, H.R. 12427 was silent as to funding the cost of laying
up traded-in Mariner vessels. In this regard, the witness for the De-
partment of Commerce recommended that the bill be amended to au-
thorize the Secretary of Commerce to pay such costs from the Vessel
Operations Revolving Fund. That fund was created by Public Law

-45, 82nd Congress, approved June 2, 1951 (46 U.S.C. 1241a) to finance
the break-out, operation and lay-up of vessels by the Secretary of Com-
merce for national defense purposes. As of December 31, 1973, there
was a balance of $16.3 million in the Vessel Operations Revolving
Fund. Since the lay-up of the traded-in Mariner vessels will be for
national defense purposes, the Vessels Operations Revolving Fund
would appear to be a suitable depository for the excess of value of the
traded-out scrap vessels over that of the traded-in Mariner vessels,
plus the fair value of the towing costs, which the owner of the traded-
in Mariner vessel is required by the proposed legislation to pay the
Secretary of Commerce. Therefore, your Committee amended the bill
by inserting after the period on page 2, line 13, the following words:
“This excess shall be deposited into the Vessel Operations Revolving

H.R. 1073
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Fund and all costs incident to the lay-up of vessels acquired under this
Act may be paid from balances i the Fund”.

GENERAL STAYEMENT

As reported by your Committee, H.R. 12427 would aufhorize the
Secretary of Commerce, within two years after enactment, to acquire
some or all of the 24 eligible Mariner vessels for lay-up in the Na-
tional Defense Reserve Fleet in exchange for scrap vessels in that
Fleet. The scrap value of the traded-in Mariner vessel and the traded-
out scrap vessels would be determined by the Secretary of Commerce
on the date of the exchange.

Title to the traded-in Mariner vessel would pass to the Government
concurrently with the Bill of Sale for the vessel by the owner. The
Mariner vessel would then be delivered to the National Defense Re-
serve Fleet, preservation measures performed and laid-up at an esti-
mated cost of about $200,000 per vessel. The bill would authorize the
Secretary of Commerce to pay such amounts from the Vessel Opera-
tions Revolving Fund.

Title to the traded-out scrap vessel would pass to the party acquir-
ing the vessel at the National Defense Reserve Fleet site at which it
is located. Your Committee understands that the value of two traded-
out scrap vessels would approximately equal or exceed the value of
each traded-in Mariner vessel, plus the cost of towing the two traded-
out vessels to the place of scrapping. The cost of towing two vessels
in tandem to a Far East scrap yard 1s estimated to be about $150,000.

The excess of the value of the traded-in Mariner vessel over the
value of the traded-out scrap vessels, plus the cost of towing, would
be paid at the time of the exchange. The reported bill would require
that any such excess be deposited in the Vessel Operations Revolving
Fund.

The witness for the Department of Defense stressed that the oppor-
tunity afforded by H.R. 12427 to rejuvenate our National Defense Re-
serve Fleet by the acquisition of relatively modern cargo ships must
not be lost, as such vessels are particularly well suited to the Depart-
ment of Defense in wartime. Your Committee concurs, and concludes
that the reported bill would provide for a most efficient method of
accomplishing this objective with adequate safeguards for the
Government.

Cosr oF THE LEcISLATION

Enactment of this legislation will involve a direct cost to the Federal
Government of approximately $200,000 for each Mariner vessel traded
in to the National Defense Reserve Fleet. This represents the cost
of lay-up paid out of the Vessel Operations Revolving Fund. This
amount may be reduced by deposits into the Fund, should the value
of traded-out vessels exceed the value of Mariners traded in, Your
Committee notes that obviously when the Government opts to trade
out two hulks from the Reserve Fleet in exchange for the traded in
Mariner vessel it will not realize the scrap value of the traded out
. vessels. On the ba