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(1) Of equal or greater military capa-
bility or of a capacity that is equiva-
lent or greater as measured in dead-
weight tons, gross tons, or container
equivalent units, as appropriate;

(2) That is a documented vessel under
46 U.S.C. chapter 121 by the owner of
the vessel to be placed under a foreign
registry; and

(3) That is not more than 10 years of
age on the date of that documentation.

() Transfer of MSP Operating Agree-
ments. A Contractor subject to an MSP
Operating Agreement may transfer
that MSP Operating Agreement (in-
cluding all rights and obligations under
that MSP Operating Agreement) to any
person eligible to enter into an MSP
Operating Agreement under §296.10 and
of the same or more restrictive U.S.
citizen priority, provided that prior ap-
proval to transfer the MSP Operating
Agreement is granted by the Secretary
and the SecDef. The Contractor should
allow at least 90 days for processing of
a transfer request.

§296.31 MSP assistance conditions.

(a) Term of MSP Operating Agreement.
MSP Operating Agreements are au-
thorized for 10 years, starting on Octo-
ber 1, 2005, and ending on September 30,
2015, but payments to Contractors are
subject to annual appropriations each
fiscal year. MARAD may enter into
MSP Operating Agreements for a pe-
riod less than the full term authorized
under the MSA 2003.

(b) Terms under a Continuing Resolu-
tion (CR). In the event funds are avail-
able under a CR, the terms and condi-
tions of the MSP Operating Agree-
ments shall be in force provided suffi-
cient funds are available to fully meet
obligations under MSP Operating
Agreements, and only for the period
stipulated in the applicable CR. If
funds are not appropriated under a CR
at sufficient levels for any portion of a
fiscal year, the Secretary will select
the vessels to retain within the funding
level of the previous fiscal year, in con-
sultation with the SecDef, based on the
Secretaries’ determination of the most
militarily useful and commercially via-
ble vessels. With regard to an MSP Op-
erating Agreement that does not re-
ceive funds, the terms and conditions
of any applicable MSP Operating
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Agreement may be voided and the Con-
tractor may request termination of the
MSP Operating Agreement.

(c) National security requirements.
Each MSP Operating Agreement shall
require the owner or operator of an Eli-
gible Vessel included in that MSP Op-
erating Agreement to enter into an
EPA pursuant to section 53107 of the
MSA 2003. The EPA shall be a docu-
ment incorporating the terms of the
Voluntary Intermodal Sealift Agree-
ment (VISA), as approved by the Sec-
retary and the SecDef, or other agree-
ment approved by the Secretaries.

(d) Vessel operating agreements. The
MSP Operating Agreement shall re-
quire that during the period an Eligible
Vessel is included in that MSP Oper-
ating Agreement, the Eligible Vessel
shall:

(1) Documentation: Be documented as
a U.S.-flag vessel under 46 U.S.C. chap-
ter 121;

(2) Operation: Be operated exclusively
in the foreign commerce, except for
tankers, which may be operated in for-
eign-to-foreign commerce, and shall
not otherwise be operated in the coast-
wise trade of the United States; and

(3) Noncontiguous Domestic Trade: Not
receive MSP payments during a period
in which the Contractor participates,
i.e., directly or indirectly owns, char-
ters, or operates, a vessel engaged in
noncontiguous domestic trade unless
the Contractor is a Section 2 Citizen.

(e) Obligation of the U.S. Government.
The amounts payable as MSP pay-
ments under an MSP Operating Agree-
ment shall constitute a contractual ob-
ligation of the United States Govern-
ment to the extent of available appro-
priations.

(f) U.S. Merchant Marine Academy ca-
dets. The MSP Operator shall agree to
carry on the MSP vessel two U.S. Mer-
chant Marine Academy cadets, if avail-
able, on each voyage.

§296.32 Reporting requirements.

The Contractor shall submit to the
Director, Office of Financial and Rate
Approvals, Maritime Administration,
400 Seventh St., SW., Washington, DC
20590, one of the following reports, in-
cluding management footnotes where
necessary to make a fair financial pres-
entation:
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Maritime Administration, DOT

(a) Form MA-172: Not later than 120
days after the close of the Contractor’s
semiannual accounting period, a Form
MA-172 on a semiannual basis, in ac-
cordance with 46 CFR 232.6; or

(b) Financial Statement: Not Ilater
than 120 days after the close of the
Contractor’s annual accounting period,
an audited financial statement in ac-
cordance with 46 CFR 232.6 and the
most recent vessel operating cost data
submitted as part of its EPA, or if not
current year data, a Schedule 310 of the
MA-172.

(Approved by the Office of Management and
Budget under Control Number 2133-0005)

Subpart E—Billing and Payment
Procedures

§296.40 Billing procedures.

Submission of voucher. For contrac-
tors operating under more than one
MSP Operating Agreement, the con-
tractor may submit a single monthly
voucher applicable to all its MSP Oper-
ating Agreements. Each voucher sub-
mission shall include a certification
that the vessel(s) for which payment is
requested were operated in accordance
with §296.31(d) and applicable MSP Op-
erating Agreements with MARAD, and
consideration shall be given to reduc-
tions in amounts payable as set forth
in §296.41(b) and (c). All submissions
shall be forwarded to the Director, Of-
fice of Accounting, MAR-330, Room
7325, Maritime Administration, 400 Sev-
enth Street, SW., Washington, DC
20590. Payments shall be paid and proc-
essed under the terms and conditions of
the Prompt Payment Act, 31 U.S.C.
3901.

§296.41 Payment procedures.

(a) Amount payable. An MSP Oper-
ating Agreement shall provide, subject
to the availability of appropriations
and to the extent the MSP Operating
Agreement is in effect, for each Agree-
ment Vessel, an annual payment equal
to $2,600,000 for FY 2006, FY 2007, FY
2008; $2,900,000 for FY 2009, FY 2010, FY
2011; and $3,100,000 for FY 2012, FY 2013,
FY 2014, FY 2015. This amount shall be
paid in equal monthly installments at
the end of each month. The annual
amount payable shall not be reduced

§296.41

except as provided in paragraphs (b)
and (c) of this section.

(b) Reductions in amount payable. (1)
The annual amount otherwise payable
under an MSP Operating Agreement
shall be reduced on a pro rata basis for
each day less than 320 in a fiscal year
that an Agreement Vessel:

(i) Is not operated exclusively in the
foreign commerce, except for tank ves-
sels, which may be operated in foreign-
to-foreign commerce;

(ii) Is operated
trade; or

(iii) Is not documented under 46
U.S.C. chapter 121.

(2) To the extent that a Contractor
operates MSP vessels less than 320 days
under the provisions of §296.31(d), pay-
ments will be reduced for each day less
than 320 days.

() No payment. (1) Regardless of
whether the Contractor has or will op-
erate for 320 days in a fiscal year, a
Contractor shall not be paid:

(i) For any day that an Agreement
Vessel is engaged in transporting more
than 7,500 tons (using the U.S. English
standard of short tons, which converts
to 6,696.75 long tons, or 6,803.85 metric
tons) of civilian bulk preference car-
goes pursuant to section 901(a), 901(b),
or 901b of the Act, provided that it is
bulk cargo;

(ii) During a period in which the Con-
tractor participates in noncontiguous
domestic trade, unless that Contractor
is a Section 2 Citizen,;

(iii) While under charter to the
United States Government other than
a charter pursuant to an EPA under
§53107 of the MSA 2003. A voyage char-
ter that is essentially a contract of af-
freightment will not be considered to
be a charter;

(iv) For a vessel in excess of 25 years
of age, except for a LASH vessel in ex-
cess of 30 years of age or a tank vessel
which is limited to 20 years of age, un-
less the vessel is a Participating Fleet
Vessel meeting the requirements of
§296.21(e);

(v) For days in excess of 30 days in a
fiscal year in which a vessel is
drydocked or undergoing survey, in-
spection, or repair unless prior to the
expiration of the vessel’s 30-day period,
approval is obtained from MARAD for
an  extension beyond 30 days.

in the coastwise
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