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THE WHITE HOUSE
WASHINGTON

October 14, 1976

ACTION
Last Day: October 18

MEMORANDUM FOR

THE PRESIDENT

FROM:

JIM

SUBJECT:

H.R. 13218 - Sale of the SS "United States"
for use as a floating hotel

CANNON1/ib~

Attached for your consideration is H.R. 13218, sponsored by
Representative Sullivan.
The enrolled bill would permit the Secretary of Commerce
to sell the SS "United States" for use as a floating hotel.
Additional information is provided in OMB's enrolled bill
report at Tab A.
OMB, Max Friedersdorf, Counsel's Office (Kilberg) and I
recommend approval of the enrolled bill.
RECOMMENDATION
That you sign H.R. 13218 at Tab B.

'

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

OCT

9 1976

MEMORANDUM FOR THE PRESIDENT
Subject:

Enrolled Bill H.R. 13218 - Sale of the SS "United
States" for use as a floating hotel
Sponsor - Rep. Sullivan (D) Missouri and 7 others

Last Day for Action
October 18, 1976 - Monday
Purpose
Permits the sale of the SS ''United States" for use as
a floating hotel.
Agency Recommendations
Office of Management and Budget

Approval

Department of Commerce
Department of Defense
Department of Transportation

Approval
No objection
No objection

Discussion
H.R. 13218 would permit the Secretary of Commerce to sell
the SS "United States" for use as a floating hotel. The
ship is the largest and fastest passenger liner ever built
in the United States. Substantial Federal funds have been
invested in the ship under both the construction and operating subsidy programs administered by the Maritime Administration {MarAd) of the Department of Commerce.
Even with operating subsidies, the ship lost money for its
owners. As a result, P.L. 92-296 authorized Commerce to
repurchase the vessel, which was done in 1972 at a cost of
$12.1 million. The original subsidy agreement with the
owners precluded their scrapping the vessel. P.L. 92-296
also authorized the sale of other vessels built with Federal

'

2

subsidies for foreign-flag operation, but because of the
national defense features of the "United States"
primarily its speed and suitability for troop transport
the Act specified that the ship either had to be laid up
in the National Defense Reserve Fleet (NDRF) or sold at
a later date for operation as a u.s. flag vessel.
Since 1972, the vessel has been in layup at Norfolk, Virg1n1a. The cost of maintaining the vessel in layup has
been approximately $62,000 a year. MarAd has tried to
sell the vessel numerous times, but has been unsuccessful
because of its high operating costs and the restrictions
placed on it by P.L. 92-296.
The enrolled bill would allow the ship to be sold for use
as a floating hotel. Under the terms of the original construction contract, this step could not have been taken
without legislative action until after the end of the ship's
25 year statutory life{June 1977). This enrolled bill is
needed only because there exists a potential buyer who wants
to use the vessel as a floating hotel in Boston Harbor before
the statutory ban against this type of use expires in June
1977.

The bill would also provide that the vessel could be requisitioned by the Federal government in the case of a
national emergency under Section 902 of the Merchant Marine
Act of 1936. Section 902 provides for fair market compensation, rather than compensation at the depreciated value
as is ordinarily the case for vessels built with construction subsidies. Substantial modifications would need to
be made to the vessel for use as a hotel. This provision
was added because the modifications might not be made if
the vessel could be requisitioned at the lower depreciated
value.
Unless this legislation is approved, there is a good chance
that the potential buyer mentioned above may decide not
to purchase the ship at the end of its statutory life.
This would result in MarAd's losing its chance to dump
this "white elephant .. , thus resulting in continued Federal
expense incurred in maintaining it in layup. For these
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reasons, we concur with Commerce in
approve this bill.

rec~nding

that you

l1hUt.:-1
Paul O'Neill
Acting Director,

Enclosures

THE WHITE HOUSE
ACTION MEMORANDUM

I

Da.te: October 11
FOR ACTION:

Paul Leach
Frie
Bobbie Ki
Judy Hooe
Max

LOG NO.:

WASHINGTON

Time:

J'

730pm

cc (for information) :

Ed Schmults
Jack mrsh

FROM THE STAFF SECRETARY

Time:

DUE: Da.te: October 1.2
SUBJECT:

H.R. 13218-Sale of the SS UNITED STATES

ACTION REQUESTED:
--~

_
-

X

For Necessary Action

_ _ For Your Recommendations

_ Prepare Agenda. a.nd Brief

- - Dra.ft Reply

- For Your Comments

_ _ Dra.ft Remarks

REMARKS:

please return to judy johnston,qround floor west winq

'

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
If you ha.ve a.ny questions or if you a.nticipa.te a.

dela.y in submitting the required ma.teria.l, please
telephone the Staff &creia.na •. •
.....

K. R. COLE, JR.
For the President

GENERAL COUNSEL OF THE
UNITED STATES DEPARTMENT OF COMMERCE
Washington. D.C. 20230

OCT

6 1976

Honorable J arne s T. Lynn
Director, Office of Management
and Budget
Washington, D. C. 20503
Attention: Assistant Director for Legislative Reference
Dear Mr. Lynn:
This is in reply to your request for the views of this Department
concerning H. R. 13218, an enrolled enactment
"To permit the steamship United States to be used as
a floating hotel, and for other purposes. 11
The enrolled enactment would amend section 2 of Public Law 92-296
(89 Stat. 140) to expand the authority of the Secretary of Commerce with
respect to the sale or charter of the steamship UNITED STATES.
Under existing law, the Secretary is authorized to place the vessel in
layup in the National Defense Reserve Fleet for operation for the account
of any agency or department of the United States during any period in
which vessels may be requisitioned under section 902 of the Merchant
Marine Act, 1936, as amended, (the 1936 Act) and for sale or charter
to a qualified operator for operation under the American flag. H. R. 13218
would authorize the Secretary to sell or charter the UNITED STATES for
use as a floating hotel on or in the navigable waters of the United States.
Provision is also made for requisition or purchase of the vessel by the
United States, for title or use, in return for just compensation, whenever
the conditions set forth in section 902 of the 1936 Act exist.
The Department of Commerce recommends approval by the President
of H. R. 13218.
The Maritime Administration, an agency within the Department of
Commerce, has made several unsuccessful efforts, since 1973, to sell
the UNITED STATES for operation under the American flag. The prospects for selling the vessel for operation remain very poor in light of
the probability of large operating losses, which caused its operator to
place the vessel in layup in 1969.

'

-2Thus, we consider the sale of the UNITED STATES as a floating
hotel, as proposed by the enrolled enactment, to be a viable option
which should enlarge the scope of proposals for disposition of the
vessel. By the terms of H. R. 13218 the vessel will remain subject
to requisition or acquisition by the United States for just compensation, in time of emergency.
Enactment of H.R. 13218 would require no expenditure of funds
by this Department.
Sincerely,

,

DEPARTMENT OF THE NAVY
OFFICE OF THE SECRETARY
WASHINGTON. 0

C 20350

October 7, 1976
Dear Mr. Lynn:
Your transmittal sheet dated October 5, 1976, enclosing a facsimile of
an enrolled bill of Congress, H.R. 13218, To permit the steamship United
States to be used as a floating hotel, and for other purposes,ll and
requesting comments of the Department of Defense, has been received.
The Department of the Navy has been assigned the responsibility for
the preparation of a report expressing the views of the Department of
Defense.
The purpose of H.R. 13218 is to authorize the steamship United States
to be used as a floating hotel in or on the navigable waters of the
United States. Provision is also made for requisitioning or purchasing
the vessel by the United States, in return for just compensation, whenever the conditions set forth in section 902 of the Merchant Marine Act
of 1936, as amended (46 U.S.C. 1242), exist.
The steamship United States, although currently inactive, is the fastest
passenger ship in the world today. By virtue of its high speed, large
troop capability, and other national defense features incorporated under
the Merchant Marine Act of 1936, as amended, it is an asset which may be
required by the Navy in time of war or national emergency.
The approval of this legislation would result in no increase in the budgetary requirements of the Department of Defense.
The Department of the Navy, on behalf of the Department of Defense, has
no objection to the approval of H.R. 13218.
Sincerely yours,

~IJ'k..JJ
David R. Macdonald
Acting Secretary of the Navy

'
Honorable James T. Lynn
Director, Office of Management
and Budget
Washington, D. C. 20503

THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C.

OCT

20590

7 1976

Honorable James T. Lynn
Director
Office of Management and Budget
washington, D.C. 20503
Dear Mr. Lynn:
Reference is made to your request for the views of the
Department of Transportation concerning H.R. 13218, an
enrolled bill
"To permit the steamship United States to
be used as a floating hotel, and for other
purposes."
The enrolled bill amends P.L. 92-296 to permit the Secretary
of Commerce to sell the S.S. UNITED STATES for use as a
floating hotel in or on the navigable waters of the United
States. P.L. 92~296 authoriz~d the sale of several u.s.
passenger ships to foreign registry in 1972, but it specifically excluded the s.s. UNITED STATES from that legislation
because of its special defense features and troop transport
capability. P.L. 92-296 authoriz~d the Secretary of Commerce
to purchase the S.S. UNITED STATES for layup in the National
Defense Reserve Fleet or for operation under the u.s. flag.
on several occasions since 1972, the Maritime Administration
has tried to sell the vessel for operation as a U.S. flag
passenger ship, but no responsive bid has ever been received.
The enrolled bill would provide an alternative use and allow
persons interested in using the vessel as a floating hotel
in or on the navigable waters of the United States to also
be eligible to have their bids considered by the Maritime
Administration.
The enrolled bill would not change the status of the S.S.
UNITED STATES as a vessel subject to the inspection and
manning statutes and regulations. Vessel inspection and
manning requirements would be applicable as long as the
UNITED STATES remains a "vessel", although the requirements
would vary according to the vessel's use and operational
status.

,

Therefore, this Department has no objection to the President
signing the enrolled bill.

ril::wl~~ .J(
William T. Coleman, Jr.

'
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LOG NO.:

WAJHJHCTON

Da.te: October 11
FOR ACTION:

Paul Leach

v

Max Friedersdorf

Time:

730pm

cc (for information):

Bobbie Kilberg
Judy Hope

Ed Schmults
Jack Marsh

FROM THE STAFF SECRETARY

Time:

DUE: Da.te: October 12

530pm

SUBJECT:

H.R. 13218-Sale of the SS UNITED STATES

ACTION REQUESTED:
--For Necessary Action

- F o r Your Recommenda.tiona

- - Prepo.re Agenda. a.nd Brie£

- - Dra.ft Reply

X

--For Your Comments

-Draft Remarks

REMARKS:

please return to judy johnston,ground floor west wing
I.
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
If you have a.ny questions or if you anticipate a.
delay in submitting the required material, pleo.se
telephone the Staff Secretary immediately•
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Ed Schmults
Jack Marsh

FROM THE STAFF SECRETARY

Time:

DUE: Da.te: October 12

530pm

SUBJECT:

B.R. 13218-Sale of the SS UNITED STATES

ACTION REQUESTED:
-·-For Necessa.ry Action

--For Your Recommenda.tions

- - Prepa.re Agenda. a.nd Brief

-

Dra.ft Reply

-

Dra.ft Rema.rks

X

- F o r Your Comments
REMARKS:

please return to judy johnston,ground floor west wing
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
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94TH CoNGRESS } HOUSE OF REPRESENTA'l'IVES {
~d Session

REPORT
No. 94-1339

SALE OF SS "UNITED STATES" FOR USE AS A
FLOATING HOTEL

JULY

13, 1976.-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. 13218]

The Committee on Merchant Marine and Fisheries, to whom was
referred the bill (I-I.R. 13218) to permit the steamship United States
to be used as a floating hotel, and for other purposes, having considered the same, report favorably thereon without amendment and
recommend that the bill do pass.
I. PURPOSE

OF

THE BILL

The purpose of H.R. 13218 is to allow the Maritime Administration
to sell the SS United States for use as a floating hotel on or in the
navigable waters of the United States.
The various Maritime subsidy programs, which assisted with the
construction, financing, and operation of this vessel, prohibit her use
as a fixed, floating hotel during the 25 year statutory life of the vessel
which will not expire until June 1977. 'W"ithout legislation, the vessel
may be sold for this or any other purpose after the end of the statutory
life; the bill is required only because prospective owners would like to
acquire the ship before that date.
The second sentence of the bill provides that the vessel may be
requisitioned in the case of national emergency under the conditions
set forth in section 902 of the Merchant Marine Act of 1936. Under
section 902, vessels may be requisitioned at a price representing just
compensation. Ordinarily, vessels built with construction subsidy
funds are subject to a requisitioning under section 802 of the Merchant
Marine Act. This section provides that vessels are subject to requisition at the depreciated cost of the vessel. For vessels whiCh are nearing
the end of their statutory life, such as the SS United States, the fair
market value is often much greater than depreciated value. A second
purpose of the bill then is to provide that the vessel could only be
requisitioned by the Government at the higher valuation.
::17-006
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II.

3

BACKGROUND

The SS United States is the largest and fastest passenger ship ever
built in the United States. She is 916 feet long and has accommodations for approximately 1,000 passengers. She was built in 1952 by
Newport News Shipbuilding and Drydock Co. for United States Lines
which operated her until1969.
Substantial Government funds are invested in this vessel. The Government paid $4:5 million of the original $80 million construction price
through the construction-differential subsidy and the funding of national defense features. During the vessel's operation from 1952 to
1969 the Government contributed about $134 million in operatingdifferential subsidy. Finally, when operation of the ship continued to
result in losses despite the operating subsidy (the ship lost money in
all years of operation after 1954) , in Public Law 92-296, Congress authorized the Secretary of Commerce to repurchase the vessel. This occurred in 1972 at a cost of $12.1 million.
Since 1972 the Maritime Administration has repeatedly tried to sell
the vessel. Public Law 92-296 allowed several other U.S.-flag passenger ships to be sold for foreign-flag operation. However, because the
United States retained considerable national defense utility, primarily
because of its speed and suitability for troop transport, that legislation requit·ed that the vessel either be laid up in the National Defense
Reserve Fleet or sold for operation under the U.S. flag. Though
MARAD has received a number of bids since they were first opened
in 1ft7'3, non.e of the bidders have been qualified. Basi-cally, they have
been unable to meet the requirement that a cash tender of 10 percent
of the bid be made before the bid may be accepted. Since her purchase
by the Government in 1972, the vessel has been in layup at Norfolk,
V a., where annual layup costs are about $62,000.

III.

CoMMITTEJ<; AcTIO:-<

The committee held 2 days of hearings on H.R. 13218. The bill was
supported. by ~1e Maritime Administration, by the Ship/Shore Hotel
Cm·p. whiCh mtends to purchase the SS United States and convert
it to a floating hotel if the legislation passes, and by the Massachusetts
Port Authority. Ship/Shore intends to tow the vessel to Boston Harbor and locate it there at Commonwealth Pier. The vessel then would
serve both as a hotel and a tourist attraction for the Boston area. The
reasons given in support for the bill are:
(1) Except for a few yea:t's immediately after she was built the SS
Unit(3d State.9 never mad~ a p~o?t-even 'vith subsidy. Sine~ repurchasmg the vessel from Its or1gmal owners, MARAD has tried unsuccessfully ~hree tim~s to sell the Yessel. This i.Jadicates that it may
not be financmlly feasible to operate the SS UnitfXi States as a vessel·
to authorize the sale of her for a hotel may be a feasible way to sav~
her from scrapping when her statutory life ends.
(2) The vessel's statutory life ends im June, 1977. Thereafter the
v:esse_l could be sold for use as a hotel or any other purpose; the legislahon IS only needed because prospective owners would like to purChase
her immediately.

(3) Allowing the vessel to be sold as a hotel will expand the pool of
potential bidders, likely increase the price bid. and therefore, return
more money'to the Government. This bill would not preclude selling
the ship for use as an operating vessel if those interested in that use
have an economical proposal and the highest bid.
( 4) If the vessel is allowed to be sold for use as a hotel, the owners
intend to leave her machinery and navigation gear undisturbed. There~or~, she would be available for requisitioning and nse by the military
m times of emergency.
( 5) If the ship is to be sold for use as a vessel, the Government
would have to provide title XI mortgage insurance in order to finance
the necessary improvements, estimated at $30 to $40 million. :MARAD
has already spent over $200 million in subsidy on the vessel. The Federal Gmrernment should not obligate itself for more--particularly
since the vessel's financial historv has been so poor.
T~e bill was opposed by Trans Pacific Cruise Corp. which intends
t? hid o~ the vessel and use it as al?- operating vessel in the U.S. domestic Paczfic trooe between Hawaii and the west coast, and by the
National Maritime Union, AFL--CIO, which was opposed to allowing
the sale of the vessel for use as a hotel until the Trans Pacific bid
had received thorough review by the Maritime Administration. Those
opposing the bill indicated that because the Nation had invested
substantial sums in the SS United States and because the vessel
continues to have defense utility she should not be allowed to be sold
f?r use as a floating hotel. Their point of view was that for all practiCal purposes once the vessel is used as a floating hotel she would
probably never be capable of being used as an active ship again.
~lthough prospectiv~ owners expect to keep the engines and navigatiOnal ar:eas and eqmpment intact, they do not expect to spend the
sub~tantlal amol!nt~ of money that. would be required to keep this
eqmpn;ent funct10nmg since those uses would not contribute to the
operatiOn of a hotel: The vessel would serve the Nation and justify
the Federal expenditures that have been made to date only if she
'
were to operate successfully as a vessel.
Though ~he financial history of the vessel has not boon a good one,
Trans ~amfic suggested that the contemplated operation would be
econom1ea~ for several reasons. Agreements have been made to reduce
the crew Size by up to 50 percent. It intends to operate the vessel at
about one-half power and thereby reduce fuel consumption considerably while still maintaining speeds in excess of 20 knots. The vessel
wou~d operate i!l. the domestic trades and thereby be protected .from
for~!~ compebti~n. 1~~rangements have been made to improve the
fl<:xibil~ItY, and desir3;b1hty of steamship travel through agreements
with an·lines to proVIde combination tours to and from Hawaii.
The ves~el could probably be brought back to operating status with
~n expenditure of $30 to .$40 millio!l· but aU parties agree that financ1!11! would be forthcommg only It the Maritime Administration's
title XI mortgage guarantee was available. Use of the vessel in this
manner would employ approximately 500 seamen) contribute favorably to th_e bala!lce of .Paym~,nts, and result i!l having an operating
vessel available Immediately If needed for natwnal defense purposes.

H.R. 1339
H.R.1339
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The vessel could also be used as an engineering test platform since
only one-half of its engine capacity would be used at any one time.
The committee also ~heard testimony from Sea Containers, Inc.,
which suggested an amendment to tho bill. The Sea Containers amendment would have allowed the vessel to be used as a floating hotel outside the territorial waters of the United States, permitted foreign
seamen to be used in the stewards' department, allowed repair and
maintenanee work performed on the vessel outside U.S. waters to be exempt from U.S. customs duty or other taxes upon the vessels return
to the Unit<>d States, and extended the vessel's statutory life from 25
years to 30 years to prohibit the vessel from bein
rapped at the end
of its present statutory life. The suggestion o
witness was that
the vessel's use for operational purposes was impractical in view of its
financial history and that of other passenger ships. In his view, use
of the vessel as a floating hotel in the United States would be uneconomical and especially difficult because of interunion demarkation
problems. An example given was the hotel operation of the ex-British
passenger vessel, the Qtteen ]Jfary, which lost about $1 million per year
in its operation between 1972 and 1974.
Though the Depart~nent of the Navy did not testify, its departmental report on the b1ll stated:
It is recommended, however, that the bill require the ship
to be maintained in ~l condition of material readiness equivalent to ocean going ships run by qualified operators under
the American flag.
During its testimony the Maritime Administration indicated that it
could require that the vessel be kept in such a state of readiness as a
condition of sale. But that such a condition would probably severelv
r·educe the price that was bid for the vessel.
"
During the single clay of markup which was required, a unanimous
consent request was granted to discharge the Subcommittee from further consideration of the bill, and it was ordered reported by a voice
vote of the full committee.

~:~xpects the :Maritime Administration to require .that future own~rs
leave the vessel's navigational equip;ment, machn';e~y, and essential
character as a vessel entirely intact, 1ts defense utJhty should be retained. The committee also intends that future ovmers should be. required to allow regular inspections and/or ~~rveys by appropr1.ate
Government officials to insure that the condJtlons of sale are bemg
complied with. In other words, your committ.ee ~xpects MAHAD to
require any future owners to keep the vessel m Its present .s~a~e ~nd
condition so that it will be in reasonable readiness for reqms1tionmg
in the event of a national einergency. However, ?ecanse of the potential
defense utility of the vessel, because the economic benefits from the sale
should be retained to the extent possible in this country, and because
forei!m seamen are not generallv allow!\d on other U.S.-flng vessels,
the c~mmittee felt it would be inappropriate to allow the vessel to be
crewed by a stewards' department composed of foreign nationals or to
be located as a floating hotel in a foreign country.
Because substantial modifications will be required if the vessel is
to be purchased now, and because these improvements would not likely
be made if the ship could be requisitioned by the Government at its
depreciated value,the committee concluded that it would be fair to provide that the vessel could only be requisitioned ut a price representing
just compensation.
The vessel may be disposed of for hotel, scrap, or any other purpose
dter its statutory life; therefore, the bill is only required for the less
than one vear that remains in the official life of the ship. Since there
is an apparent buyer ready to purchase the vessel, it makes little sense
to delay the purchase until .Tune, 1977, when acting now would save
the Government the annual layup cost of $62,000, and when there is no
assurance that an interested buyer could be fonncl after the statutory
life had run.
For these reasons the committee has concluded that H.R. 13218
allows for a proper disposition of the SS United StateB, is in the nat.lonal interest, nnd should receive the support of all House Members.
CosT OF THE LEGISLATION

CONCLUSION

The committee recognizes that the best utilization for the SS United
States is as an operating passenger ship. However, because of the uncertainty surrounding the economic soundness of such operation and
the need for prompt action if the vessel is to be sold to Ship/Shore
I1otel Corp., it concluded that authorizing the vessel's sale as a floating hotel now would be in the national interest.
The .bill '\vou~d expand the ~ool of potential bidders, likely increase
the price that IS eventually b1d for the vessel, and therefore return
more money to the government. In three previous attempts no qualified bidders were found for the vessel for operational use, and passenger liner traffic has declined sharply in recent years even for
foreign-flag operations which have operating expenses which are considerably less than those of the SS United States. If the Trans Pacific
Cruise Corp. has a viable proposal for operating the vessel in the
domestic trades this bill would not preclude its acquisition of the ship
although the price required to purchase it, and therefore the return
to the G,9vernment, would probably be higher. Since the committee
H.R.1339

•

Pursuant to clause 7 of rule XIII of the Rules of the House of
R{•presenttvtivcs, the committee eBtimates that the legislation will
result in no extrn costs to the Government.
INFLATIONARY IMPACT STATEMENT

Pursuant to clause 2(1) (4) of rule XI of the Rules of the House of
Representatives, the committee estimates that the enactment of
H.R. 13218 Would have no significant impact on the prices and costs
in the national econqmy.
CoMPLIANCE vVITII CLAUSE

2(1) (3)

OF

RuLE XI

With respect to the requirements of clause 2 (l) ( 3) of rule XI of
the Rules of the House ofRepresentatives( A) No oversight hearings were held on the specific subject matter of this legislation during this Congress. However, the Merchant
Marine Subcommittee has been holding a series of oversight hearings
to review the nation's current maritime policy.
H.R.1339
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(B) Section 308(a) of the Congressional Budget Act of 1974 is not
applicable.
(C) No estimate and comparison of costs has been received by the
Committee from the Director of the Congressional Budget OfJice, pursuant to section 403 of the Congressional Budget Act of 1974.
(D) The Committee on Government Operations has sent no report
to the Committee on Merchant Marine and Fisheries pursuant to
clause 2(b) (2} of Rule X.
DEPARTHENT.A.L REroRTS
H.R. 13218 was the subject of reports from the Department of Commerce and the Department of the Navy. The reports follow:
GENERAL CouNSEL oF THE DEPARTMENT OF Co:roamOE,
W askilngton,D.O., JWM B, 1!116.
Hon. LEONOR K. SULLIVAN,
Ohai'l"lM!n, Oommittee on Merchant Marine a;nd Fisheries, Bouse of
Representativea, Washington, D.O.
DEAR :MaDAM CHAIRMAN : This is in response to your r~uest for
the views of this Department concerning H.R. 13218, a bill- 'To permit the steamship United States to be used as a floating hotel, and for
other purposes."
The bill would amend section 2 of Public Law 92-296 ( 86 Stat. 140)
to expand the authority of the Secretary of Commerce with respect to
the sale or charter of the steamship Unitefl States.
Under existing law the Secretary is authorized to place the vessel in
layup in the National Defense Reserve Fleet for operation for the
account of any agency or Department of the United States during any
period in which vessels may be requisitioned under section 902 of the
Merchant Marine Act, 1936, (1936 Act) and for sale or charter to a
qualified operator for operatiOn under the American flag. The bill
would authorize the Secretary to sell or charter the United States for
use as a floa~~g ~otel on or in the nav_i&'8.ple. waters of the United
States. Prov1s1on IS also made for requunt10nmg or purchasing the
vessel bY. ~he United St~tes, ~ return for just compensation, whenever
the conditions set forth m sectiOn 902 of the 1936 Act exist.
The Department of Commerce supports the enactment of H.R.
13218. The Maritime Administration has made several unsuccessful
effort~ since 1973 to sell the United States for operation under the
A~eriCan flag. The .Prospects for selling the vessel for operation rema~n very P<X?r in hght of the probability of large operating losses,
'Yhwh ca~sed 1ts <!Per~tor to pl~ce the vessel in layup m1969. We beheve a y1able optiOn IS to sell 1t for use as a floatin~ hotel in or on
the navigable waters of the United States, as prohibited in the bill.
Of course the vessel will be subject to requisition by the United States
for just compensation, in time of emergency.
'
We have been advised by the Office of Managment and Budget that
there would be no objectiOn to the submission of our report to the
Congres~ from the standpoint of the Administration's program.
Smcerely,

F. Slll'l'n,
.
General 00'tl1Mel.

DEPARTMENT OF THE NAVY,
OFFICE OF LEGISLATIVE AFFAIRS,
Washington, D.O., June?', 18?'6.
Hon. LEONOR K. SuLLIVAN,
.
.
Okai1"l1Ullff., OO'IWTfl,ittee on Merchant Marine and Fukerus, House of
Repr;sentatives, W asking ton, D .0.
.
DEAR MADAM CHAIRMAN: Your request for comment on H.R. 13~18,
a bill To permit the steamship United Statesto be used as a floatmg
hotel, and for other purposes, has been as~gned to this Departn?-ent by
the Secretary of Defense for the preparation of a report expressmg the
views of the Department of Defense.
.
.
The purpose of the bill is stated in its title. The steamsh1~ U:mted
States, although currently inactive, is the :fastest passenger sl;1p m the
world today. By virtue of ~ts high speed, large troop carrymg capability, and other national defense featur~ incorporated ~mder the Merehant Marine Act of 1936, as amended, ;s an asset whiCh may be required by the Navy in time of war or natiOnal emergency.
Although the N ayy would prefer that the ship not ~ converted to a
floating hotel no obJection is interposed to subJe?t bill as long as the
ship may be r~uisitioned or purchased by the UmtedState~ whenever
the conditions set forth in Section 902, the Merchant Marme Act of
1936, exist (i.e., whenever the Pres.ident ~hall proclair_n that the s~cur
ity of the national defense makes 1t advisable ·Or durmg any natiOnal
<>mergency declared by proclamati<.m of the Pre~ident). _It i~ rec?mmended, however, that the.bill requ~re that the slnp be.mamt.amed m a
condition of material readmess eqmvalent to ocean gomg sh1ps run by
qualified operators under the. Americ~ ~ag.
This report has been coordmated w1thm t~1e Department of Defense
in accordance with the procedures prescribed by the Secretary of
Defense.
.
The Office of Managem~nt and Budget adv1s~s that fr?m _the standpoint of the AdministratiOn's program, there IS no ~bJeC'tl?n to the
presentation of this report on H.R. 13218 for the consideratiOn of the
Committee.
For the Secretary of the Navy.
Sincerely yours,
N. R. GooDING, Jr.,
Oaptain, U.S. Navy~ Dep1dy Ohief.
CHANGES rN ExrsTING LAw MaDE BY THE J3ru, AS REPORTED

In compliance with clause ? of r~l~ XIII of the Rules of t?-e House
of Representatives changes m ex1stmg law made by the h1Il, as reported are shown ~s follows (existing law proposed to be omitted is
enclosdd in black bracket.'!, new matter is printed in italic, existing
law in which no change is proposed is shown in roman):
SECTION 2 m' THE AcT

OF

MAY 16, 1972

(PUBLIC LAW 92-296; 86 STAT.140)
SEc. 2. The Secretary of Commerce is authorized and direct~d to
purchase the steamship United States, as is, where is, at the depreciated
H.R.1339

H.R.1339

..

8
cost of the vessel to the owner, as determined by the Secretary of
Commerce, less the unpaid principal and interest on the mortgage on
the vessel, for layup in the National Defense Reserve Fleet and operation for the account of any agency or department of the United States
during any period in which vessels may be requisitioned under section
902 of the Merchant Marine Act, 1936, and/or for sale orcharter to
a qualified operator for operation under the American flag[.] or
for wse as a floating hotel in oT on the navigable wateTs of the TJnited
States. Whene'ver the conditions set forth in section 90~, the Mer~
plwnt M aTine Act of 1936, exist, the vessel may be requisitioned or
purchased by the United States and just compensation for title 01'
use, as the case may be, shall be paid in a-ccordance with section 90~
of the Merchant illarine Act, as amended (46 U.S.O.l~~). The depreciated cost of the vessel to the owner shall be computed on the schedule adopted by the Internal Revenue Service for income tax purposes. Such determination shall be final. The Secretary of Commerce
shall require the owner of the vessel to agree that it will pay all
existing private obligations related to the vessel, and that it will
commit an amount equal to the net proceeds received from such sale
in excess of existing obligations and expenses incident to the sale,
within a reasonable period not to exceed twelve months of receipt,
as equity capital for the construction of new vessels which the Secretary determines are built to effectuate the purposes and policy of the
Merchant Marine Act, 1936, as amended.

0

H.H. 1339

H. R. 13218

JlintQ!,fourth Q:ongrtss of tht itnittd ~tatts of gmtrira
AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the nineteenth day of January,
one thousand nine hundred and seventy-six

9n 9ct
To permit the steamship United States to be used a,; a floating hotel, and for
other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the first
sentence of section 2 of Public Law 92-296 (86 Stat. 140) is amended
by striking out the period at the end thereof and inserting the following: "or for use as a floating hotel in or on the navigable waters of the
United States. "Whenever the conditions set forth in section 902, the
Merchant Marine Act of 1936, exist, the vessel may be requisitioned
or purchased by the United States and just compensation for title or
use, as the case may be, shall be paid in accordance with section 902
of the :Merchant Marine Act, as amended ( 46 U.S.C. 1242) .".

Speaker of the House of Representatives.

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

