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superstructure may not be included in
Actual Cost. The fourth sentence is
amended to clarify that, although
excluded from Actual Cost, foreign
components of the hull and
superstructure can be regarded as
owner-furnished equipment that may be
used in satisfying the applicant’s equity
requirements imposed by paragraph
(a)(3) of this section. An illustration is
provided to demonstrate how the cost of
foreign components of the hull and
superstructure may satisfy an
applicant’s equity requirements. New
paragraph (a)(3) provides that the ability
of co-financiers to exercise their rights
against collateral shared with MARAD,
if an applicant utilizes co-financing (i.e.,
consisting of a blend of Title XI and
private financing for the debt portion of
the project), shall be subject to the
approval of the Secretary. Finally,
paragraphs (a)(4), (b)(2), (b)(3) and (b)(4)
are amended to be consistent with 46
CFR Part 232 with respect to the use of
the defined term Related Party.

Section 298.14 Economic Soundness
In section 298.14 the existing

paragraph (a)(2)(i)(F) is amended to
recognize the potential for purchasing
existing equipment of a reasonable
condition and age from sources other
than existing Title XI holders.

Section 298.16 Substitution of
Participants

Section 298.16 is amended by
removing existing paragraph (a) which
requires a mortgagee applying for
permission to assign an insured
mortgage to another entity to pay a fee
of $1,500. It is very unlikely that any of
the few remaining insured Mortgages
will be assigned prior to their maturity
within the next several years and, if so,
MARAD’s approval of such a request is
routine.

Section 298.17 Evaluation of
Applications

Section 298.17 is amended by
removing in Subpart B, Appendix A-
Selected Cash Flow Impacts. Appendix
A should have been removed when the
responsibility for the computation of the
internal rate of return was shifted from
the Title XI applicant to MARAD in
1992.

Section 298.21 Limits
Section 298.21 modifies paragraph (b)

to include in the Actual Cost
determination Guarantee Fees
determined in accordance with the
provisions of section 1104(e) of the Act.
Finally, paragraph (d) is amended to
include applicability to Advanced
Shipbuilding Technology and Modern

Shipbuilding Technology and to
provide the alternative for appropriate
certification of the Actual Cost of a
project by an agent approved by the
Secretary.

Section 298.23 Refinancing

The penultimate sentence in Section
298.23 is modified to provide that an
applicant shall satisfy all of the
eligibility requirements set forth in
Subpart B of Part 298, including
economic soundness, as may be
necessary.

Section 298.25 Financing Repayment
of Construction-Differential Subsidy

Section 298.25 is removed due to the
fact that the construction-differential
subsidy program has not been funded
since 1981.

Section 298.28 Advances

Section 298.28 is amended by
shortening and simplifying the
description of the criteria that will be
applied in exercising the Secretary’s
discretion to make an advance or
payment of funds.

Section 298.32 Required Provisions in
Documentation

Section 298.32 is amended to conform
to the three categories of Vessels
identified in § 298.11 (a) regarding
Vessel requirements, addressed earlier.
In addition, paragraph (b)(6) is amended
by adding the applicability of the
appropriate insurance on Eligible Export
Vessels.

Section 298.36 Annual Guarantee Fee

Section 298.36 is amended by
deleting paragraphs (f), (g), and (i) in
their entirety and amending paragraph
(e) to reflect the requirement that the
obligor make a lump sum payment of
the Guarantee Fee at the closing of the
loan Guarantee, without any right of
reimbursement in the event of
prepayment of the Obligation. The
proposed amendment ensures that the
government will retain the full benefit
of the Guarantee Fee and will create an
incentive for applicants to enhance the
financial structure of their transactions
in order to merit eligibility for the
lowest possible Guarantee Fee rate. It is
proposed that the project’s entire
Guarantee Fee payment shall be made
by the Obligor to the Secretary in an
amount equal to the sum of the present
value of the separate products obtained
by applying the Guarantee Fee rate to
the projected amount of the guaranteed
Obligations outstanding for each year of
the stated maturity of the guaranteed
Obligation. In calculating the present
value used in determining the amount

of the Guarantee Fee to be paid,
MARAD will use a discount rate based
on information contained in the
Department of Commerce’s Economic
Bulletin Board quarterly rates. Under no
circumstances could the Secretary
refund the Guarantee Fee to the Obligor.
As provided in § 298.21(b), a Guarantee
Fee paid pursuant to this section would
be included in Actual Cost and would
be eligible to be financed.

Section 298.42 Report Requirements—
Financial Statements

Section 298.42 is amended by making
certain technical corrections relating to
requirements for independent audits by
clarifying that the financial statements
of a company are audited.

Rulemaking Analyses and Notices

Executive Order 12866 (Regulatory
Planning and Review)

This rulemaking has been reviewed
under Executive Order 12866, and it has
been determined that this is not an
economically significant regulatory
action as the rule is not likely to result
in an annual effect on the economy of
$100 million or more or adversely affect
in a material way the economy, a sector
of the economy, productivity,
competition, jobs, the environment,
public health or safety, or State, local,
or tribal governments or communities.
However, since this rule would further
the implementation of the National
Shipbuilding Initiative program
established under Subtitle D of Title
XIII, Public Law 103–160, to support the
industrial base and national security
objectives by assisting in the
reestablishment of a United States
shipbuilding industry as a self-sufficient
internationally competitive industry,
and is of great interest to the U.S.
maritime industry, it has been
determined to be a significant rule
under the Department’s Regulatory
Policies and Procedures. Accordingly, it
is considered to be a significant
regulatory action under E.O. 12866.
Because the economic impact should be
minimal, further regulatory evaluation
is not necessary. These amendments are
intended only to simplify and clarify the
procedural requirements for obtaining
Guarantees, principally to expedite the
process for MARAD’s review of
applications. Its purpose is to encourage
the construction of ships in U.S.
shipyards both for the domestic and the
Eligible Export Vessel programs.

MARAD is publishing these
amendments as a notice of proposed
rulemaking, as necessary to carry out
the Secretary’s responsibilities under


