CROSSBORDER
FINANCING

SEC. 1113. VESSEL-FINANCING.1

(d) Leasing Section 12106 of title 46, United States Code, is amended by adding at the end the
following:

__(e)(1) A certificate of documentation for a vessel may be endorsed with a coastwise
endorsement if

__(A) the vessel is eligible for documentation;

__(B) the person that owns the vessel, a parent entity of that person, or a subsidiary of a parent
entity of that person, is primarily engaged in leasing or other financing transactions;

__(C) the vessel is under a demise charter to a person that certifies to the Secretary that the
person is a citizen of the United States for engaging in the coastwise trade under section 2 of the
Shipping Act, 1916;

__ (D) the demise charter is for a period of at least 3 years or a shorter period as may be
prescribed by the Secretary; and

__(E) the vessel is otherwise eligible for documentation under this section.

__(2) The demise charter and any amendments to that charter shall be filed with the certificate
required by this subsection, or within 10 days following the filing of an amendment to the
charter, and such charter and amendments shall be made available to

the public.

_(3) Upon termination by a demise charterer required under paragraph (1)(C), the coastwise
endorsement of the vessel may, in the sole discretion of the Secretary, be continued after the
termination for default of the demise charter for a period not to exceed 6 months on such terms
and conditions as the Secretary may prescribe.

__(4) For purposes of section 2 of the Shipping Act, 1916, and section 12102(a) of this title, a
vessel meeting the criteria of this subsection is deemed to be owned exclusively by citizens of
the United States.

SEC. 1136. CROSS-BOARDER FINANCING.

Section 1136 of Public Law 104-324, approved October 19, 1996 (110 STAT. 3986), the Coast
Guard Authorization Act of 1996.

(a) DOCUMENTATIONOFVESSELSOWNEDBYTRUSTS.2



Section 12102 of title 46, United States Code, is amended by adding at the end the following
new subsection:

_(d) (1) For the issuance of a certificate of documentation with only a registry endorsement,
subsection (a)(2)(A) of this section does not apply to a beneficiary of a trust that is qualified
under paragraph (2) of this subsection if the vessel is subject to a charter to a citizen of the
United States.

_(2)(A) Subject to subparagraph (B) of this paragraph, a trust is qualified under this paragraph
with respect to a vessel only if

(1) each of the trustees is a citizen of the United States, and

_(i1) the application for documentation of the vessel includes the affidavit of each trustee stating
that the trustee is not aware of any reason involving a beneficiary of the trust that is not a citizen
of the United States, or involving any other person that is not a citizen of the United States, as a
result of which the beneficiary or other person would hold more than 25 percent of the aggregate
power to influence or limit the exercise of the authority of the trustee with respect to matters
involving any ownership or operation of the vessel that may adversely affect the interests of the
United States.

_(B) If any person that is not a citizen of the United States has authority to direct or participate in
directing a trustee for a trust in matters involving any ownership or operation of the vessel that
may adversely affect the interests of the United States or in removing a trustee for trust without
cause, either directly or indirectly through the control of another person, the trust is not qualified
under this paragraph unless the trust instrument provides that persons who are not citizens of the
United States may not hold more than 25 percent of the aggregate authority to so direct or
remove a trustee.

_(3) Paragraph (2) of this subsection shall not be considered to prohibit a person who is not a
citizen of the United States from holding more than 25 percent of the beneficial interest in a trust.

_(4) If a person chartering a vessel from a trust that is qualified under paragraph (2) of this
subsection is a citizen of the United States under section 2 of the Shipping Act, 1916 (46 App.
U.S.C. 802), then the vessel is deemed to be owned by a citizen of the United States for purposes
of that section and related laws, except for subtitle B of title VI of the Merchant Marine Act,
1936.

(b) APPROVAL OF CERTAIN VESSEL TRANSACTIONS BEFORE
DOCUMENTATION OF THE VESSEL._ Section 9 of the Shipping Act, 1916 (46 App.
U.S.C. 808) is amended by adding at the end the following new subsection.

_(e) To promote financing with respect to a vessel to be documented under chapter 121 of title
46, United States Code, the Secretary may grant approval under subsection (c) before the date
the vessel is documented. .

(c) TRUST CHARTERERS. Notwithstanding section 12102(d)(4) of title 46, United States
Code, as amended by this section, for purposes of subtitle B of title VI of the Merchant Marine
Act, 1936 a vessel is deemed to be owned and operated by a citizen of the United States (as that



term is used in that. subtitle) if (1) the person chartering the vessel from a trust under section
12102(d)(2) of that title is a citizen of the United States under section 2 of the Shipping Act,
1916 (46 App. U.S.C. 802); and

(2)(A) the vessel

(1) is delivered by a shipbuilder, following completion of construction, on or after May 1, 1995
and before January 31, 1996; or

(i1) is owned by a citizen of the United States under section 2 of the Shipping Act, 1916 on
September 1, 1996, or is a replacement for such a vessel; or

(B) payments have been made with respect to the vessel under subtitle B of title VI of the
Merchant Marine Act, 1936 for at least 1 year.

(d) INDIRECT VESSEL OWNERS. Notwithstanding any other provision of law, for purposes
of subtitle B of title VI of the Merchant Marine Act, 1936 the following vessels are deemed to be
owned and operated by a citizen of the United States (as that term is used in that subtitle) if the
vessels are owned, directly or indirectly, by a person that is a citizen of the United States under
section 2 of the Shipping Act, 1916 (46 App. U.S.C 802)

(1) Any vessel constructed under a shipbuilding contract signed on December 21, 1995, and
having hull number 3077, 3078, 3079, or 3080.

(2) Any vessel delivered by a shipbuilder, following completion of construction, on or after May
1, 1995, and before January 31, 1996.

(3) Any vessel owned on September 1, 1996, by a person that is a citizen of the United States
under section 2 of the Shipping Act, 1916, or a replacement for such a vessel.

(4) Any vessel with respect to which payments have been made under subtitle B of title VI of the
Merchant Marine Act, 1936 for at least 1 year.
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