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f\b\ ACTION
O THE WHITE HOUSE

WASHINGTON Last Day: December 21

December 16, 1974

MEMORANDUM FOR THE PRESIDENT

FROM: KEN {C

SUBJECT: Enrolled Bill S. 1353 - Vessel Tonnage
Deductions for Waste Materials

Attached for your consideration is S. 1353, sponsored

by Senator Magnuson, which amends present vessel tonnage
measurement laws to allow spaces used in collecting,
processing or carrying shipboard-generated waste materials
to be deducted from gross tonnage in calculating net tonnage.

OMB recommends approval and provides you with additional

background information in its enrolled bill report at
Tab A.

Bill Timmons and Phil Areeda both recommend approval.

RECOMMENDATION

That you sign S. 1353 (Tab B)
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MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 1353 - Vessel tonnage deductions

for waste materials _
Sponsor - Sen. Magnuson (D) Washington

Last Day for Action

December 21, 1974 - Saturday
Purpose

Amends present vessel tonnage measurement laws to allow spaces
- used for waste materials on vessels to be deducted from gross
tonnage in determining net tonnage for computing duties and
taxes.

Office of Management and Budget Approval
Department of Commerce Approval
Department of Transportation Approval
Environmental Protection Agency Approval
Department of Skate Approval (Inforzally)
Discussion

At present, the net tonnage of a vessel is used to compute
taxes and duties on the vessel as well as charges for services
provided, for port facilities, harbor fees, and canal tolls.

As a result, there is an economic disincentive to including

in net tonnage any space in a vessel which is not revenue
producing.

In June of 1967, amendments to the 1954 International Con-
vention for the Prevention of Pollution of the Sea by 0il
came into effect. These amendments greatly increased the
number of areas of the oceans in which the discharge of waste
is prohibited. Thus, the waste has to be retained on board
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ships in spaces that could otherwise be used for cargo. This
space is presently not deductible in the computation of net
tonnage.

The enrolled bill would amend present law to allow spaces used
in collectlng, processing or carrying sh1pboard~generated
waste materials to be deducted from gross tonnage in calculat-
ing net tonnage.

The enrolled bill is substantially identical to a draft bill
that the Department of Transportation transmitted to Congress
in February 1973. It differs in two respects. First, the

: 1ist of deductible spaces is expanded to include other forms

of waste now required to be stored consistent with the'concept
that non-revenue earning spaces should be exempted in computing
net tonnage. Second, there are technical amendments unrelated
to the substantive portions :of the bill. Both provisions are
acceptable to DOT and consistent with the DOT draft bill
initially submitted.

The House Committee on Merchant Marine and Fisheries in its
report on the bill stated:

"...This legislation will provide an additional
incentive for shipowners and operators to cooperate
in international and domestic efforts to prevent -
pollution of the seas.™

The Department of Transportation in its views letter on the
enrolled bill states thatr:

"A slight loss of Federal revenue will result from
. enactment of this legislation due to the non-
taxability of the additional spaces allowed to be
- deducted from net tonnage under the bill. In our
opinion, this loss in Federal revenue will be
insignificant when compared with the increased
- protection to the marine environment that the

legislation encourages.” ;

Assistant Director for
- Legislative Reference

Enclosures -
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MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 1353 - Vessel tonnage deductions

for waste materials.
Sponsor - Sen. Magnuson (D) Washington

~ Last Day for Action

December 21, 1974 - Saturday

Purposé

Amends present vessel tonnage measurement laws to allow spaces
used for waste materials on vessels to be deducted from gross
tonnage in determining net tonnage for computing duties and
taxes.

Agency Recommendations

Office of Management and Budget Approval
Department of Commerce ‘ ‘ Approval
Department of Transportation Approval
‘Environmental Protection Agency Approval
Department of State ’ ApprOVal(L I )

Discussion

At present, the net tonnage of a vessel is used to compute
taxes and duties on the vessel as well as charges for services
provided, for port facilities, harbor fees, and canal tolls.

As a result, there is an economic disincentive to including

in net tonnage any space in a vessel which is not revenue
producing.

In June of 1967, amendments to the 1954 International Con-
vention for the Prevention of Pollution of the Sea by 0il
came into effect. These amendments greatly increased the
number of areas of the oceans in which the discharge of waste
is prohibited. Thus, the waste has to be retained on board
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to amend section 77 of title 46, United States Code, to permit the
deduction from gross tonnage in determining net tonnage of those
spaces on board vessels used for waste materials. The legislation trans-
mitted by the Secretary was introduced in the House of Representa-
tives on April 19, 1973, as H.R. 7269. )

The Senate passed an identical bill, S. 1353, with amendments re-
quested by the American Institute of Merchant Shipping (AIMS)
on March 13, 1974. The AIMS amendments expand slightly the de-
ductible spaces to ensure that the legislation remains relevant to fore-
seeable regulations governing waste materials. With the current
international and domestic trends toward the onboard retention of
wastes, these amendments were deemed appropriate. Additionally,
these amendments are consistent with the concept of tonnage laws
which exclude non-revenue earning space from the net tonnage. The
Coast Guard and the Department of Transportation testified in favor
of these amendments and recommended minor technical amendments.

The Committee held hearings on H.R. 7269 and S. 1353 on July 18,
1974. There was no opposition to the proposal, and supporting testi-
mony was received froia the Coast Guard and AIMS for the Senate-
passed bill, S. 1853, witl. minor technical amendments. :

NEED FOR THE LEGISLATION

The enactment of this bill will, according to the Coast Guard, be
economically beneficial to United States-flag shipowners and operators
and this will encourage rapid compliance with new requirements di-
rected toward reducing marine pollution. :

In testifying to the loss of tonnage taxes to the government, the
Coast Guard witness, Rear Admiral Edward D. Scheiderer, supplied
the following statement to the Coast Guard Subcommittee :

“, . . the United States Customs Service advised us that
revenue from tonnage duties in 1973 were $9.4 million col-
lected from vessels of all nationalities calling at United States
ports. Since the bill would affect the net tonnage only of
United States vessels, we doubt if the loss in tonnage taxes
would be as much as $90,000 in a year.”

With the implementation of the International Convention for the
Prevention of Pollution of the Sea by Oil, 1954, restrictions on dis-
posal of oil and oily mixture have greatly increased. The 1954 Con-
vention, with its subsequent amendments, the recently negotiated
International Convention for the Prevention of Pollution from Ships,
1973, and other pollution control measures have made it necessary
or desirable that vessels be equipped with sewage treatment plants,
oil/water separators, and holding tanks for oil, oily water, sewage, and
other wastes.

Enactment of S. 1353 as amended will add to the current list of
deductible spaces those spaces dedicated to the collection, processing,
or carrying of a vessel's own waste material. Since some tonnage taxes
and other charges are based on a vessel’s net tonnage, inclusion of
space within a vessel which is not revenue-producing carries with it
an additional economic penalty beyond an increase in normal operat-
ing costs. This legislation will provide an additional incentive for

H.R. 1392
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shipowners and operators to cooperate in international and domestic
etforts to prevent pollution of the seas.

Although the International Convention on Tonnage Measurement
of Ships, 1969, will allow the exclusion of these spaces in determining
net tonnage, this legislation is still needed in that. the Convention 1s
not likely to come Tnto force before 1976. Also, under the terms of
the Convention, many vessels which are measured before the date it
comes into force will retain those tonnages for twelve years after that
date. Thus, enactment of S. 1353 as amended will enable owners who
convert spaces into these non-revenue earning uses on existing vessels
to obtain for those vessels benefits which would otherwise accrue only
to ships measured under the Convention.

CoMMITTEE AcTioN AND CONCLUSION

During the Full Committee mark-up session, a question was raised
as to whether the legislation would discriminate against ocean-going
tugs and barges. The Coast Guard advised the Committee that the
legislation applies to all vessels documented in the United States,
which would include both barges and tugs if they contain the char-
acteristics enumerated in the amendment.

Further concern was expressed over the potential loss of reevnue
to local port authorities as the result of the pasasge of this legislation.
The Coast Guard advised, however, that the amendment in no way de-
tracts from the c‘lpablhty of such authorities from maintaining cur-
rent levels of revenue collection.

The Committee ordered the 1eolslat10n S. 1353, as amended favor—
ably reported.

COST OF THE LEGISLATION

Pursuant to Clause 7 of Rule XIII of the Rules of the House of
Representatives, the Committee estimates that there will be no addi-
tional costs incurred by the Government as a result of the enactment
of his legislation.

DeparTmMeNTAL REPORTS

S. 1353 (H.R. 7269) was the subject of an Executive Communica-
tion (No. 515) from the Secretary of Transportation. The text fol-
lows herewith. There also follows the text of reports from the De-
partments of Commerce, and State and the Environmental Protection
Agency:

° [Exec. Comm. No. 515]

THE SECRETARY OF TRANSPORTATION.
Washington, D.C., February 27, 1973.

Hon. Carr, ALBERT,
Speaker of the House of Representatwes,
Washington, D.C.

Dear Mr. Speakzr: There is transmitted herewith a draft of a pro-
posed bill “To deduct from gross tonnage in determining net tonnage
those spaces on board vessels used for waste materials.”

H.R. 1392



5

The proposed bill would amend Section 77 of Title 46, United States’
Code, to permit the deduction from gross tonnage of a vessel, in
determining net tonnnage, of certain spaces used for carriage of slop
oil mixture or other waste materials, including sewage, and ma-
chinery used exclusively to separate, clarify or purify slop oil mixture
or sewage.

In May and June of 1967, certain amendments to the International
Convention for the Prevention of Pollution of the Sea by Oil, 1954,
came into effect. These amendments greatly increased the number of
areas and zones in which the discharge of oil and oily mixture is pro-
hibited. Thus, shipowners now find it necessary to retain slop oil on
board vessels in spaces which would otherwise be available for the
carriage of cargo. In similar vein, recent and anticipated anti-pollu-
tion statutes and regulations indicate a growing trend toward vessel
holding tanks for the retention of sewage and other liquid wastes.
The provisions of the proposed bill would afford an additional incen-
tive for, an encourage cooperative efforts on the part of, shipowners
and operators in behalf of the program for prevention of pollution
of the seas, by omitting from the taxable net tonnnage spaces which.
would not be revenne producing becaunse they would be reserved for
the carriage of slop oil and other waste materials. :

A similar bill, H.R. 11533, but not including the sewage aspect, was
introduced in the 89th Congress, First Session. It was subsequently
decided, however, that since the entire problem of tonnnage measure-
ment was under consideration by the Intergovernmeutal Maritime
Consultative Organization (IMCO) on an international basis, the pro-
posal in H.R. 11533 should not be dealt with on a unilateral basis by
the United States but should be referred to IMCO for consideration
and action. S o '

The United States presented a proposal containing the provisions
of H.R.- 11533 to IMCO in September 1966. This proposal was ap-
proved by the IMCO Subcommittees on Tonnage Measurement and
Oil Pollution and the Maritime Safety Committee, and finally by the
IMCO Assembly at its Fifth Session in October 1967. Accordingly,
it was determined appropriate to proceed with domestic legislation
and this Department proposed it in the 91st Congress (H.R. 6970 and
S. 1239) and in the 92nd Congress (S. 3989). The proposals were not
the subject of Congressional action in either instance. The current
proposal is similar to that introduced in the 92nd Congress, S. 3989
in that it includes sewage or other waste materials spaces as within
the admeasurement deduction, and provides for consultation with the
Administrator of the Environmental Protection Agency in the issu-
ance of regulations.

It would be appreciated if you would lay this proposal before the
House of Representatives. A similar proposal has been submitted to
the President of the Senate.

The Office of Management and Budget has advised that there is no
objection from the standpoint of the Administration’s program to
the submission of this proposed legislation to the Congress.

Sincerely, ,

CravpE S. BrRINEGAR.

1ILR. 1392
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GexEraL COUNCIL OF THE
DePARTMENT oF COMMERCE,
Washington, D.C., May 28, 197}.
Hon. Lreorvor K. Surnnivaw,
Chairman, Committee on Merchant Marine and Fisheries, House of
Representatives, Washington, D.C.

Dear Mapam CHarMaN: This is in reply to your request for the
views of this Department with respect to S. 1353, an act to deduct
from gross tonnage in determining net tonnage those spaces on board
vessels used for waste materials.

The amount of the net register tonnage of a vessel is used to compute
some taxes on the vessel as well as the charges for many services pro-
vided to the vessel. As a consequence, the inclusion of space within a
vessel which is not revenue producing carries with it an additional
economic penalty beyond an increase in normal operating costs.

Recent pollution control measures and procedures have made it
necessary or desirable that vessels install sewage treatment plants,
oil/water separators and holding tanks for oil, oily water, sewage and
other wastes. Such installations require the use of significant amounts
of space aboard vessels which might otherwise be used for the carriage
of cargo. This space is presently included in the computation of net
register tonnage.

S. 1353 would amend the present admeasurement laws to allow as
deductions from gross tonnage, in calculating net register tonnage, the
cubic space filled by waste treatment devices and holding tanks. This
would be in accord with the intent of the tonnage laws, which is to
tax only usable cargo space, and would provide an incentive to ship-
owners and operators to cooperate in the program to prevent the
pollution of the seas. Further, such a provision is in accord with inter-
national tonnage measurement practices. As a consequence, the De-
partment recommends favorable consideration of the act.

We have been advised by the Office of Management and Budget that
there would be no objection to the submission of our report to the Con-
gress from the standpoint of the Administration’s program.

Sincerely,
Karn E. BARKE,
General Counsel.

DEPARTMENT OF STATE,
Washington, D.C., April 26, 197}.
Hon. Leoxor K. SuLLivax,
Chairman, Committee on Merchant Marine and Fisheries, House of
Representatives.

Dear Mrs. SunLivan : The Secretary has asked me to reply to your
letter of April 25, 1973 requesting comment on S. 1353, a bill “To
deduct from gross tonnage in determining net tonnage those spaces
on board vessels used for waste materials.”

The Department notes that S. 1353 would amend Section 4153 of
the Revised Statutes (46 U.S.C. 77) by inserting, following subsection
(d), paragraph (e), which would allow the deduction from gross
tonnage in determining net tonnage those spaces on board vessels used
for waste materials, viz., “Space occupied by machinery used exclu-

H.R. 1392
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sively to separate, clarify, or purify a ship’s own slop oil mixture or
tank-cleaning residue or other waste materials, including sewage, and
space occupied by any tank or tanks used exclusively for the carriage
of such slop oil mixture, tank-cleaning residue, or other waste ma-
terials, but not to exceed a maximum space deduction established by
regulations hereunder.” The proposed amendment would also grant
the United States Coast Guard authority for implementing these
regulations. '

The Department of State supports S. 1353 in that it will codify as
national law a position the United States Government has advocated
in the Intergovernmental Maritime Consultative Organization. On
October 25, 1967 Resolution A. 115 (v), sponsored by-the United States,
was adopted at the Fifth IMCO Assembly meeting. This resolution
(complete text enclosed) which concerns a “recommendation on the
treatment of spaces on board ships for the separation, clarification or
purification, and the carriage of slop oil, has the same objective as
S. 1853, i.e. the deduction of certain spaces from gross tonnage in de-
termining net tonnage. However, S. 1353 slightly expands the scope
of the IMCO resolution in that it includes deduction for space occu-
pied by machinery used exclusively for “other waste materials,” i.e.
sewage equipment, in addition to “machinery used to separate, clarify,
or purify a ship’s own slop oil mixture or tank-cleaning residue.”
Adoption of S. 1353 would nevertheless be consistent with present
United States foreign policy, as stated in IMCOQO, in that we have used
this broader language in discussions relating to the IMCO interna-
tional Conference on Marine Pollution which was held last October
in London.

The Office of Management and Budget advises that from the stand-
point of the Administration’s program there is no objection to the
submission of this report.

Sincerely yours,
' -Linwoop HovLroxw,
Assistant Secretary
for Congressional Relations.

U.S. ENVIRONMENTAL PROTECTION AgGENCY,
Washington, D.C.,July 15,197 }.
Hon. Leoxor K. SuLLivan,
Chairman, Committee on Merchant Marine and Fisheries, House of
Representatives, Washington, D.C.

DEear Mapam Cuarman: I am writing in response to your telephone
request of July 9, 1974, for comments on H.R. 7269, a bill which would
permit the deduction from gross tonnage in determining net tonnage
of those spaces on board vessels used for waste materials.

A new section would be added to 46 U.S.C. 77, to provide that space
occupied by machinery used to separate, clarify, or purify a ship’s
slop oil mixture, tank-cleaning residue, or other waste materials in-
cluding sewage, and space occupied by tanks used to carry such ma-
terials, could be deducted from gross tonnage. Maximum space deduc-
tions would be established by the Secretary of the Department in which
the Coast Guard is operating, in consultation with the Administrator
of the Environmental Protection Agency. This procedure would also

H.R. 1392
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be used to define the materials which would be covered, to define the
manner in which spaces would be used and marked, and to take any
other actions that might be necessary to carry out the provisions of the
Tnew subsection.

The Environmental Protection Agency has no objection to-the enact-
ment of H.R. 7269. The amendment will not. affect the “deadweight
tonnage” upon which liability under the oilspill provisions of domestic
legislation is reckoned. It would result in a reduction of a vessel’s
liability under the 1969 International Convention on Civil Liability
for Oil Pollution Damage (because the basis for determining that
liability is “net tonnage”). We do not see this as a serious problem,
however, especially in light of the fact that this Agency will have a
role in defining the materials and maximum deductions that will be
permitted.

The Office of Management and Budget advises that enactment of
this bill would be in aceord with the President’s program.

Sincerely yours,
Russerr E. Traiw,
Administrator.

Cuaweres In ExistiNe Law

In compliance with clause 3 of rule X1II of the Rules of the House
of Representatives, as amended, changes in existing law made by the
bill, as reported, are shown as follows (existing law proposed to be
omitted is enclosed in black brackets, new matter is printed in italic,
existing law in which no change is proposed is shown in roman) :

SecrIoN 4153 oF THE REVISED STATUTES, AS AMENDED

(46 U.S.C. 77)

* * *® * * * *

(¢) Space occupied by machinery used exclusively to separate,
clarify, purify, or process, a ship’s own slop o0il miwture, tank-cleaning
residue, bilge resudue, or other waste materials, including sewage,
garbage, galley wastes, or trash and $pace occupied by any tank, tanks,
or collection area used exclusively for the carriage or collection of such
slop 0il mixture, tank-cleaning residue, or other waste materials, but
not to exceed a maximum space deduction established by regulations
hereunder. T'he Secretary of the department in which the Coast Guard
is operating in consultation with the Administrator of the Environ-
mental Protection Agency, shall issue regulations to define the slop
0il miztures, cleaning residue, and waste materials, establish the
mazimum deductions which may be made, define the manner in which
the spaces shall be used and marked, and as mecessary otherwise to
carry out the provisions of this paragraph.

L)X ()
q).
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S. 1353

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the twenty-first day of January,

one thousand nine hundred and seventy-four

An Act

To deduct from gross tonnage in determining net tonnage those spaces on board
vessels used for waste materials,

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That section 4153
of the Revised Statutes (46 U.S.C. 77) is amended by inserting follow-
ing paragraph (d) the following new paragraph:

“(e) Space occupied by machinery used exclusively to separate,
clarify, purify, or process, a ship’s own slop oil mixture, tank-cleaning
residue, bilﬁe residue, or other waste materials, including sewage
garbage, galley wastes, or trash and space occupied by any tank, tanks,
or collection area used exclusively for the carriage or collection of such
slop oil mixture, tank-cleaning residue, or other waste materials, but
not to exceed a maximum space deduction established by regulations
hereunder, The Seeretary of the department in which the Coast Guard
is operating in consultation with the Administrator of the Environ-
mental Protection Agency, shall issue regulations to define the slop
oil mixtures, cleaning residue, and waste materials, establish the
maximum deductions which may be made, define the manner in which
the spaces shall be used and marked, and as necessary otherwise to
carry out the provisions of this paragraph.”

Sec. 2. Section 4153 of the Revised Statutes (46 U.S.C. 77) is
further amended by redesignating existing paragraphs (e) through
(1) as (f) through (j).

\,\ifi?

R. £
O
g’

Rinetp-third Congress of the Wnited States of America

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.








