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FISCAL YEAR ACTIVITIES
Introduction

The Federal Maritime Board and the Maritime Administration
were established in the Department of Commerce by Reorganization
Plan No. 21, effective May 24, 1950, to fully accomplish the objectives
of the maritime laws, and more effectively adminster the programs
prescribed by such laws. The plan simultaneously abolished the U.S.
Maritime Commission. The Board is composed of thres members,
appointed by the President, by and with the adviee and consent of the
Senate. The President designates one of such members to be the
Chairman of the Board, who also serves, ez officio, as Maritime
Administrator.

Under the plan the Federal Maritime Board is responsible for the
administration of the statutory regulatory functions, which include
the regulation and control of rates, services, practices, and agreements
of common carriers by water and of other persons, under provisions
of the Shipping Act, 1916, as amended, and rates, fares, classifications,
tariffs, and practices of common carriers by water under provisions of
the Intercoastal Shipping Act, 1933, as amended; making rules and
regulations affecting shipping in the foreign trade; and investigating
discriminatory practices in such trade. In addition, the Board is
charged with the responsibility with respect to making, amending,
and terminating subsidy contracts and with respect to conducting
hearings and making determinations antecedent thereto, under the
provisions of titles V, VI, and VIII, and sections 301, 708, 805(a), and
805(f) of the Merchant Marine Act, 1936, as amended.

The Board, in respect of the regulatory functions transferred to
it by the plan, is independent of the Secretary of Commerce. In ad-
ministering other functions transferred by the plan, the Board is
guided by the general policies of the Secretary of Commerce. How-
ever, the actions of the Board in regard te the subsidy functions
transferred to it are final.

The Maritime Administration, under delegation of authority by the
Secretary of Commerce, is responsible for the administration and
execution of programs for the construction, operation and repair of
merchant ships; administration of operating-differential and con-
struction-differential subsidies, Federal ship construction loan and
mortgage insurance and other forms of Government aid to the U.S.
shipping and shipbuilding industries; maintenance of the National
Defense Reserve Fleet and reserve shipyards; training of merchant

marine officers; and the institution and maintenance of maritime re-
search and development programs.



During fiscal year 1960 the Federal Maritime Board and the
Maritime Administration continued their efforts to effectuate the
principles of the Federal Government with respect to the American
merchant mearine as established in the Merchant Marine Act, 1936,
as amended, and related maritime laws. These principles basically
provide for the development and promotion of an American merchant
marine sufficient to carry the domestic waterborne commerce and a
substantial portion of the foreign commerce of the country, capable
of serving as a naval auxiliary in time of war, owned by, and operated
under the U.S. flag by citizens of the United States, and composed
of the best equipped, safest, and most suitable types of ships manned
by a trained and efficient citizen personnel. The decline evidenced in
fiscal year 1959 in both U.S.-flag shipping and shipbuilding continued
throughout fiscal year 1960. The problems encountered necessitated
continued diligence by the agency to: (1) encourage » planned ship-
building program without Government assistance if possible, but
with Government agsistance where necessary in the form of construc-
tion-differential subsidy, insurance of ship construction loans and
mortgages, and trade-in allowances on old ships in the construction
of new ships; and (2) promote and assist the American merchant
marine by enabling it to meet foreign-flag competition through Gov-
ernment operating-differential subsidy aid. By the end of fiscal year
1960 a substantial beginning had been made on the initial post-war
replacement programs of the subsidized operators. This progress
was evidenced by the fact that 6 ships had been delivered and were
in service, 40 were under construction and it was planned to award
contracts for the construction of 31 additional ships in fiscal year
1961. The construction of these 77 ships will leave a remainder of
209 ships, exclusive of certain ships constructed since 1950 not cov-
ered in the inifial replacement program, to be constructed between
the years 1962 and 1979. The total construction program involved
in the initial replacement of the current subsidized fleet will cost in
excess of $4 billion.

Of particular importance to the Federal Maritime Board and the
Maritime Administration, together with the Government aid pro-
grams, was the establishment of an enlarged research and develop-
ment program to promote efficiency and to foster more rapid technical
advancernent in the maritime field, The program envisioned will
include as its primary objective the improvement in the earning ca-
pacity of U.S. merchant ships through technological advances. To
achieve this major objective, the direction and administration of all
research functions of the agency were centralized in 2 single organiza-
tional unit with responsibility for achieving a sound and progressive
research and development program through (a) developing and em-
ploying improved and advanced hull concepts, propulsion systems,
auxiliary machinery and equipment, providing for the maximum in
efficiency and economy, and utilizing the principles of automation to
the extent practical; (b) providing improved means for handling,
stowing, and transporting cargo, including the utilization of auto-
mated handling of unitized cargo; (¢) providing improved means of
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managing and navigating vessels; and (d) conducting design studies
of hull forms, arrangements, materials and oceanographic studies,
laboratory research, and development and field testing prior to proto-
type construction.

The Federal Maritime Board and the Maritime Administration, in
addition to administering the foregoing programs, continued to de-
vote undiminished efforts, through its staff of approximately 2,900
employees in 28 installations, to other programs and activities which
include the operation of Government-owned ships under charter and
general agency agreement; conduct of regulatory activities; mainte-
nance of the national defense reserve fleets; operation of warehouses;
the custody and maintenance of reserve shipyards and other facilities;
administration of the provisions of Public Law 664, 83d Congress
(sec. 9.01(£) of the 1986 Act), relating to 50-percent participation by
American-flag operators in the movement of Government cargoes;
furnishing of advisory services to the Export-Import Bank on ship-
ping arrangements of exports financed under the Bank’s loan credits
pursuant to the provisions of Public Resolution 17, 78d Congress; in-
vestigation of discriminatory practices of foreign governments
against American-flag shipping ; and administration of the U.S. Mer-
chant Marine Academy and the program for Federal aid to State
maritime schools.

Aid to Shipping

The adverse conditions existing throughout fiscal year 1959 con-
tinued unabated during fiscal year 1960, both with respect to the vol-
ume of traffic being moved by the American merchant marine, and
in the number of ships under construction or on order in U.S. yards.
The Government aid programs continued to meet the objectives of the
shipping statutes by assisting American-flag operators in maintaining
their services on essential U.S. foreign trade routes, and providing
the assistance necessary to assure (he replacement of at least some of
the obsolete ships in the American merchant marine with new and
modern types of ships. These programs were of material importance
in serving the national interest in maintaining an adequate U.S, flag
fleet, with trained personnel, to meet normal trade requirements or
emergency requirements. Further, these programs continued to con-
tribute materially to providing the minimum mobilization base of
ship construction capabilities, including shipbuilding know-how in
the form of management and labor.

Construction-differential subsidy

During the fiscal year the Federal Maritime Board executed con-
struction-differential subsidy contraets with the following companies
for the number of ships indicated : American Mail Line Ltd., for three
cargo ships; Grace Line Inc., for three combination ships; Moore-
MeCormack Lines, Ine., for one cargo ship; Pacific Far East Line,
Inc., for two cargo ships, and States Steamship Co. for four cargo
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ships. These new ships will be built at a total estimated domestic
cost of $186 million, including estimated escalation and cost of na-
tional defense items, changes and extras. Against this construction
there were approved for trade-in nine obsolete vessels for a total al-
lowance of credit on new construction of $5,691,500.

In the detailed estimates which follow, the maximum construction-
differentia] subsidy has been limited to 50 percent of the construction
cost of the commercial vessel. In view of the provisions of Public
Law 86-607, however, it may be that, upon application of the oper-
ators in some of these cases, the Board will raise the maximum to the
actual difference in cost, not to exceed the 55 percent authorized in
this law.

The total estimated construction cost of the three American Mail
Line ships, which are being constructed on an adjusted-price basis
by Todd Shipyards Corp., San Pedro, Calif., will approximate $39,-
700,000, This figure includes the estimated cost of escalation,
changes, and national defense features. The construction-differential
subsidy allowance on these vessels is estimated at $19,724,750, and
the Government will also pay the cost of national defense features
amounting to approximately $250,500. Three old vessels were traded
in against this construction for a total allowance of $2,349,000; these
ships have been chartered back to the operator for use during the
consiruction period of the new vessels.

The total estimated construction cost of the three combination
cargo/passenger-container ships of Grace Line, which are being con-
structed on a fixed-price-bid basis by the Bethlehem Steel Co., Ship-
building Division, Iépar:mws Point, Md., will approximate $55,650,-
000. 'This figure includes the estimated cost of escalation, changes,
and national defense features. The construction-differential subsidy
allowance on these vessels is estimated at $27,751,500, and the Govern-
ment will also pay the cost of national defense features estimated at
$147,000. Two vessels were traded in against this new construction
for a total allowance of $1,002,500, and were chartered back to the
operator for use while the new vessels are being built.

The estimated cost of the cargo vessel for Moore-MceCormack Lines,
which ig being constructed by the Sun Shipbuilding and Dry Dock
Co. on an adjusted-price basis, will approximate $10,300,000. This
figure includes an approxzimation for cost of escalation, changes, and
national defense features. The construction-differential subsidy al-
lowance Is estimated at $5,120,000, and the Government will also pay
for national defense features estimated at $60,000. No vessels were
traded in on the new construction.

The total cost of the two ships for the Pacific Far East Line which
are under construction at the Bethlehem Steel Co., San Francisco,
Calif.,, on an adjusted-price basis, will approximate $30,800,000.
This figure includes the estimated cost of escalation, changes, and
national defense features. The construction-differential subsidy al-
lowance is estimated at $15,290,000 and the Government will also pay
the cost of national defense features estimated at $220,000. No ves-
sels were traded in on the new construction.
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The four cargo ships for the States Steamship Co., which the New-
port News Shipbuilding and Dry Dock Co. is building on an ad-
justed-price basis, will total approximately $49,850,000. This figure
includes the estimated cost of escalation, changes, and national de-
iense features. The construction-differential subsidy allowance is
estimated at $23,600,000, and the Government will also pay the cost
of national defense features amounting to about $600,000, Four ves-
sels were traded in, for a total allowance of $2,340,000, and chartered
back to the operator for use during the construction of the new vessels,

The Federal Maritime Board, in addition to the foregoing, author-
ized a construction-differential subsidy to American Export Lines,
Ine., for reconstruction of the SS Atlantic, a passenger ship pur-
chased from American Banner Lines, Inc. The domestic fixed price
was $1,871,687, and the construction-differential subsidy allowance
was 3314 percent, subject to later adjustment. The construction
contract was awarded to Sun Shipbuilding and Dry Dock Co.,
Chester, Pa.

The Board also authorized a construction-differential subsidy to
American President Lines, Ltd., with respect to the reconstruction
and reconditioning of the SS President Oleveland and SS President
Wilson, at a fixed price of $343,000 for each vessel, providing for a
construction-differential subsidy of 50 percent. The contract for the
work was executed with Moore Dry Dock Co., Oakland, Calif.

On June 30, 1960, there were pending from 6 American-flag oper-
ators applications for construction-differential subsidy in the con-
struction of 28 eargo ships and in the reconstruction of 1 C4-type
cargo ship to a roll-on/roll-off-type ship. An application for con-
struction-differential subsidy in the construction of one passenger
liner was not being actively processed at the close of the fiscal year
due to the fact that no appropriation for this construction was
available.

Federal ship mortgage and loan insurance

The Maritime Administration during the fiscal year 1960 executed
contracts of insurance for construction loans aggregating $87,935,808,
and mortgage commitments or loans totaling $155,159,400, made by
banks and other lending agencies, covering the construction or recon-
struction of 19 ships having a total estimated construction cost of
$188,893,773, as follows: (a) Rye Marine Corp., a mortgage loan of
$10,511,000 for construction of a tanker; (b) Newport Tankers Corp.,
a mortgage loan of §10,792,900 for construction of a tanker; (c)
Containerships, Inc., construction loans of $4,477,500 and mortgage
commitments of $6,684,900 for two containerships; (d) American
President Lines, Ltd., construction loans of $14,400,000 and mortgage
commitments of $14,400,000 for two Mariner type cargo vessels; (e)
J. M. Carras, Inc., a construction loan of $6,558,308 and a mortgage
commitment of $11,500,000 for a tanker; (f) Pacific Far East Line,

Ine., construction loans of $12 million and mortgage commitments
of $12 million for two Mariner type cargo vessels; (g) The Cabins
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Tanker, Inc., a mortgage loan of $2,250,000 for reconstruction of a
jumboized tanker; (h) Albatross Tanker Corp., a mortgage loan of
$8,908,600 for construction of a tanker; (i) Penn Tanker Corp., a
mortgage loan of $9,117,000 for construction of a tanker; (j) States
Steamship Co., construction loans of $20,200,000 and mortgage com-
mitments of $20,200,000 for construction of four cargo vessels; (k)
1671 Corp., a construction loan of $7,500,000 and a mortgage commit-
ment of $12 million for the construction of a tanker; (I) 1672 Corp.,
a construction loan of $7,500,000 and a mortgage commitment of $12
million for the construction of a tanker; and (m) 1681 Corp., a2 con-
struction loan of $15,300,000 and a mortgage commitment of $24,800,-
000 for the construction of a tanker. In addition, a mortgage loan
was executed with Moore-McCormack Lines, Inc., in the amount of $10
million on an existing vessel (SS Argenting) to aid in financing the
constriction of seven cargo vessels.

As of June 30, 1960, there were pending from 8 American-flag
operators applications under Title XT of the act for Federa] ship
mortgage insurance aid covering the construction of 103 ships (includ-
ing 70 small barges) at a total estimated cost to the applicants of
approximately $342,428,798, on which insurance has been requested
covering estimated construction loans of $184,108,460 and estimated
mortgage loans of $277,906,597,

During the fiscal year 1960, there were no defaults involving Title
XTI loan and mortgage insurance. However, payments were deferred
with respect to two companies, Coastwise Line and Red Hills Corp.
TIn the case of Coastwise, the mortgagee bank with Maritime approval
granted a moratorium on four quarterly installments of principal
aggregating $136,000 and provided for payment of this amount on
the maturity date of the mortgage, in consideration of additional
restrictive covenants running to Maritime and aimed at congerving
company assets. In the Red Hills Corp. case, the Maritime Adminis-
tration made advances of two quarterly principal payments of $65,165
each. A second mortgage on the vessel was required as gecurity for
the first advance and an unsecured note was given for the other ad-
vance. The company notes covering these advances bear interest at
the rate of 6 percent per annum plus 1 percent per annum as considera-
tion for making these advances. Subsequent to the aforementioned
advances, the mortgagee bank and the company worked out an ar-
rangement approved by Maritime under which the bank deferred
eight quarterly principal payments at a deferral fee of 14 percent
per annum during the remaining mortgage period on the outstanding
mortgage balance, which deferral fee is not covered by Title XI
insurance.

During the year, mortgage insurance on the SS Aguarama, a con-
verted passenger and freight vessel, owned by Sand Products Corp.,
was terminated by the mortgagee, and College Point Dry Dock &
Supply Co. paid the mortgage balance on its steel cargo barge, thus
terminating the insurance.
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Other forms of construction aid

As of June 80, 1960, balances in 10 construction reserve funds totaled
$13,758,878 compared with $14,037,734 as of June 30, 1959, in 9
construction reserve funds. Four additional funds were established
during the fiscal year 1960, and deposits were made therein. Two
funds were closed by withdrawal and one by transfer into another
fund. Deposits in the construction reserve funds amounted to
$2,072,421.88, and withdrawals totaled $2,351,277.74.

In addition to mandatory deposits required by statute, voluntary
deposits, on a tax-deferred basis, of free earnings of subsidized cpera-
tors were authorized for two operators in the total amount of $575,000.
As at the close of the fiscal year 1959, there were pending applications
from four subsidized operators for permission to make voluntary
deposits from 1959 free earnings of approximately $2,720,000.

Operating-differential subsidy

During the fiscal year new operating-differential subsidy contracts
were executed with 2 operators providing for the replacement of 36
vessels. The new operating-differential subsidy contracts were exe-
cuted with American Export Lines, Inc., and Prudential Steamship
Corp., the former being effective January 1, 1960, and the latter April
1,1960. The expiration date of both agreements is December 31, 1979.
The new contract with American Export Lines replaces its old subsidy
contract, which was originally scheduled for termination on Decem-
ber 81, 1965, but was terminated by mutual consent as of December
31, 1959,

The operating-differential subsidy contract with American Banner
Lines, Inc, covering the operation of one vessel, the SS Atlantic, was
terminated as of November 5, 1959. This ship was subsequently sold
to the American Export Lines, Inc., with Government approval.

The operating-differential subsidy agreement with United States
Lines Co., with respect to the SS America, which was scheduled to ex-
pire as of December 81, 1960, was extended to December 31, 1961, with
the provision that if prior to this date funds are available for the Gov-
ernment’s share of the cost of a replacement of the ship, and the
operator fails to contract therefor within 120 days thereafter, the op-
erating-differential subsidy contract will terminate. No change was
made with regard to the subsidized operations of the company’s cargo
vessels for which the operating-differential subsidy contract is sched-
uled to expire December 81, 1969, or the S8S United States, for which
the operating-differential subsidy contract is scheduled to expire on
June 20, 1967, subject to extension to June 20, 1972,

There were pending applications for opemtuw -differential subsidy
contracts from nine American-flag operators involving services on
essential trade routes of the United Stdtes including those for Round-
the-World Service, Europe, the Near East and the Far East. Also,
at the close of the fiseal vear, there was one application on file from
an existing subsidized operator for authority to extend a present
service and to make additional sailings in the proposed revised service.
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All operating-differential subsidy rates required for the calendar
years 1947 through 1957 have been completed with the exception of
four wage rates, four subsistence rates and seven P&I Insurance
rates, all applicable to calendar year 1957, Of a total of 3,200 rates
required for the years 1947 through 1959, 2,872 were completed as
of June 30, 1859,

As of June 30, 1960, $968,623,923 net advance subsidy payments
(subsidy less recapture) had been made. This amount represents
payments on account to subsidized operators applicable to the period
from the date of postwar resumption of subsidized operations (Jan.
1, 1947) through the first half of the calendar year 1960. Of this
amount, $152,756,155 was paid during fiscal year 1960. A summary
of operating-differential subsidy contracts is given in Appendix A.

Aid involving vessels over 20 years of age

The Federal Maritime Board having found it to be in the public
interest under section 605(b) of the Merchant Marine Act, 1936,
as amended, had authorized formerly, and in the current fiscal year,
through issuance of formal orders, the continued payment of oper-
ating-differential subsidy on ships now over 20 years old, or which
will become overage prior to the delivery of their scheduled replace-
ments. The actions of the Federal Maritime Board were predicated
upon the ship replacement provisions of the new operating-differential
subsidy contracts entered into by these companies. Cumulative author-
izations by the Board in this connection are shown in Appendix B.

Trade routes

The essentiality and U.S. flag service requirements of six U.S.
foreign trade routes were studied, and limited reviews were also
made of the service requirements of several other essential routes.
These reviews, made in accordance with section 211 (a) and (b) of
the Merchant Marine Act, 1986, resulted in a reaffirmation of essen-
tiality on five routes; the sixth route studied was found to be not es-
sential. At the end of the fiscal year there were a total of 33 trade
routes and 8 services described as essential to the foreign commerce
of the United States.

Ship Operations and Repair

Oceangoing traffic

Throughout the fiscal year the volume of oceangoing traffic was
ingafficient to provide for full employment of the world’s ship ton-
nage. The surplus of vessels, both dry cargo and tanker, continued
to depress the highly competitive world-wide charter rates and re-
sulted in the lay-up of a large number of vessels, both U.S.-flag and
foreign-flag. The volume of U.S. waterborne trade (export and
import) during the first 9 months of fiscal 1960 totaled 174.7 million
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tons, or 2.2 million tons below the 176.9 million tons for the corre-
sponding period in fiscal year 1959. This decline was attributed to
the export bulk commodities of coal and grain, the aggregate move-
ment of which was 3.4 million tons below the previous year. However,
the overall U.S.-flag participation in the total U.S. trade showed an
improved position over the like period in the previous fiscal year.
More specifically, during the first 9 months of fiscal year 1960 U.S.-flag
vessels moved 20.2 million tons of the country’s total export and
import irade or 11.6 percent of the total movement, compared with
18.8 million tons or 10.6 percent of the total movement during the
corresponding period in fiscal year 1959, Other factors which con-
tinued to cause concern to U.S.-flag dry cargo operators was the
continued availability of Iarge, modern and fast foreign-flag
freighters and foreign and U.S.-flag tankers adaptable to handling
bulk grain or petroleum, with the ability to fix rates with which most
U.S. dry cargo operators could not compete.

The Maritime Administration continued to maintain liaison with
other U.S. Government agencies in order to assure compliance with
the requirements of the Cargo Preference Act, Public Law 664, 83d
Congress. In the administration of Public Resolution 17, 73d Con-
gress, the Maritime Administration continued to advise the Export-
Import Bank on shipping arrangements of exports financed under
the Bank’s loan credits. A number of waivers of the exclusive U.S.-
flag requirement were authorized, as provided by the law, permitting
foreign-flag vessel participation in cargo movements generated by
Export-Import Bank loans,

Charters and general agency operations

As of the end of the fiscal year there were 33 Government-owned
ships under bareboat charter, the same number as at the start. Thirty
of these were traded in on construction of new vessels and continued
to be employed by the former owners to maintain their services until
the new ships are completed. The three remaining ships were in the
Alaskan trade. During the year there were redelivered two experi-
mental Libertys (Join Sergeant and Thomas Nelson), and the
Schuyler Otis Bland which was engaged in the offshore trade, and
one of the four ships in the Alaska trade.

At the beginning of the fiseal year there were four ships on assign-
ment to two general agents to meet requirements of the Military
Sea Transportation Service, Three of these were refrigerated ships
employed in the Pacific arer and the other, the Wil7iam Patterson,
an experimental Liberty, was employed in the Atlantic aren. These
ships remain in MSTS service, although the Patterson was immobil-
ized from January 28 because of a shipyard strike.

Ship custody

At the closs of the 1960 fiscal year there were 2,000 ships in the
reserve fleets. During the year 168 ships were taken into the fleets
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and 298 were withdrawn, a net decrease of 60 ships. These ships
were assigned to the various fleets as follows:

Hudson River— . ________ 179  Beaumont - 218
James River . e —_____ 337 Suisun Bay.— o 356
Wilmington . ____________ 245  Astoria.. —_— 209
Mobile 289  Olympisa — . 187

In accordance with section 11(a) of the Merchant Ship Sales Act
of 1946, a review of the ships in the reserve fleets was conducted, and
with the approval of the Secretary of the Navy, 891 ships were selected
for continued rentention and use in a national emergency. The non-
priority ships, mostly of the Liberty type, will be disposed of by
serapping over a period of years. The current status of this disposal
program is reflected under the section of this report titled, “Ship
Sales and Transfers.”

Funds appropriated by the Congress for fiscal year 1960 permitted
the completion of 53 percent of the required preservation workload on
the 891 priority ships being held for mobilization purposes., The
funds appropriated allowed adequate measures to be applied only
to the first five of the six priority groups of ships. The sixth priority
group received no preservation treatment, for the second consecutive
year.

At the end of the 1960 fiscal year 102 ships, loaded with grain for
the account of the Commodity Credit Corporation, Department of
Agriculture, were moored in 3 of the reserve fleets. This amounted
to a net decrease of 78 grain-laden ships. Since the inception of
the program the reserve fleets have been utilized for the storage of
approximately 186 million bushels of grain.

Ship repair

There were conducted during the fiscal year, 2,711 shipboard in-
spections to verify the necessity for and the satisfactory completion
of repairs to subsidized ships. In addition, 113 full condition surveys
wers made to determine ship condition at time of changes in status
under subsidy agreements. There was a review for subsidy eligibility
of repair sammaries from 15 subsidized operators, and of the $39.5
million submitted for subsidy participation, $4 million of repair work
performed was found to be ineligible.

Approximately 700 other surveys, inspections, and repair cost esti-
mates were made to assure compliance with contractual requirements
on ships which were: (a) sold for dismantling and scrapping; (b)
traded in and returned to the former owners for operation under Use
Agreement; (c) redelivered from Use Agreement and prepared for
lay-up; (d) operated under preferred mortgage or Title XI mortgage
insurance contracts; and (e) operated for the Maritime Administra-
tion under General Agency Agreement.
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Research and Development

The importance of research and development and the application of
scientific advances to improve maritime technology have been recog-
nized by the agency as a way by which U.S. merchant ships could
be made more competitive in the world market, Early in fiscal year
1960 a major effort was undertaken to unify Maritime Administra-
tion’s research and development activities into a single office and to
reorient the program to accelerate work aimed at improving the
earning capacity of U.S. merchant ships. In addition, the Maritime
Administration had previously, on May 1, 1958, entered into a con-
tract with the National Academy of Sciences-National Research Coun-
¢il to review maritime research requirements and to formulate a
planned program which would: (1) determine the most profitable
short-and-long-range research objectives of the Maritime Adminis-
tration; (2) translate these objectives into specific suggestions for
research and development, indicating relative importance and priori-
ties; (3) delineate methods by which the research and development
indicated can be carried out effectively.

Under this contract the Academy-Research Council formed the
Maritime Research Advisory Committes which brought together an
objective group of engineers and scientists whose background and
experience encompassed virtually every aspect of merchant shipping.
The committee formed 7 advisory panels and, all told, 55 indi-
viduals served on the committee or its panels; all were from private
industry, universities and Government, including the military de-
partments. The committee issued a number of interim reports on
various phases of its study, including the report issued on November
8, 1959, entitled “The Role of the U.S. Merchant Marine in National
Security,” which stemmed from Project WALRUS, the 1959 summer
study session at Woods Hole, Mass. The final consolidated report
of the committee was expected to be published in August 1960 under
the title of Proposed Program for Maritime Administration Research,
Volume I: Summary, and Volume I1: Contributing Studies.

In essence the conclusions and recommendations of the committee
were:

1. The U.S. merchant marine would be benefited and strength-
ened by a greatly enlarged program of research and development
supported by Government and industry, as supplemented by
improvements in such nonresearch areas as regulatory require-
ments and labor-management relationships.

2. The principal alm of Maritime Administration research
should be to assist in providing a strong U.S. maritime industry
which can compete in the world market with a2 minimum of
subsidy ; subsidy reduction can be accomplished through develop-
ments, including automation techniques and improved cargo
handling systems, which obtain maximum productivity and effi-
clent use of highly paid labor,

3. Most national security demands on ocean shipping can be
met through a healthy peacetime U.S. merchant fieet.
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4. One of the most serious problems of the U.S. merchant
marine is the high cost of U.S. shipbuilding ; savings can be made
through simplification and standardization in design; Govern-
ment policies leading to more efficient shipyards should also be
fostered.

5. Immediate priority should be placed on the development of
currently available technologies which can be exploited in time
to increase the commercial competitiveness of the replacement.
fleet.

6. The Maritime Administration should frequently sponsor the
construction and operation of advanced concept ships which can
demonstrate the feasibility of new developments and should
feature austerity in the nonessentials and incorporate the fol-
lowing: (a) automation of most shipboard operation; (b) unii-
ized cargo operation; (c) more economic machinery with
developmental emphasis on oil-fired gas turbines and advanced
steam turbines.

7. The physical characteristics of ship designs, including speed,
should be based on operational studies which delineate the ship’s
functional requirements. The more important areas of long-
range research which should receive immediate support include
hull form, structures, materials and propulsion machinery.

8. The Maritime Administration should request an annual non-
nuclear research appropriation of not less than $10 to $12 million
for at least the next 10 years, exclusive of funding for prototype
ships, with approximately 15 percent of such appropriation de-
voted to basic research in such maritime related areas as hydro-
dynamics, propellers and foils, atmosphere-ocean interactions,
structures and materials; the bulk of research should be carried
out through outside contractors.

9. The Maritime Administration should promote maritime re-
lated education through: (a) emphasis on university research;
(b) fellowships for advanced study; (c) assistance in the con-
struction of university laboratories.

The Maritime Administration, guided by the foregoing conclusions
and recommendations, as supported by detailed contributing studies
of the Maritime Research Advisory Committee, instituted during the
latter part of fiscal year 1960 a review of research activities. This
review vesulted in (a) acceptance in principle of the conclusions and
recommendations of the Committee; (b) formulation of initial plans
to revitalize and implement a research and development program
consistent with the recommendations of the Committee, and (¢) cen-
tralization in a single organizational unit of the responsibility for
the direction and administration of the research and development
program. These actions were taken with due consideration to the
policies, programs, and recommendations contained in the report of
the Secretary of Commerce to the President, dated March 1960, titled
“Federal Transportation Policy and Programs.” The Maritime Ad-
ministration, in carrying out its research and development program,
will utilize to the major extent outside engineering and research firms
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for conduct of development work. Planning and direction of the
program will be carried out by the professional and technical staff
of the agency.

In the nonnuclear field, the following contracts were awarded dur-
ing the year: Dynamic Developments Inc., for the construction of 2
hydrofoil test vehicle (details and characteristics of this vehicle given
under the section of this report titled “Ship Construction”); United
Aireraft Corp. (Norden Division), for a feasibility study of ship
automation, including the application of automation to navigation,
ship control, communication, signaling, and operation of the propul-
sion equipment and other machinery; University of Michigan, for
correlation tests of hull forms in preparation of a study of the effect
of variation of vertical prismatic coeflicient in ship propulsion; Wm.
F. Clapp Lab. Inc., and Marine Advisors, for control of fouling and
corvosion of ships’ hulls; Engineering Science Inc., for a study of
sewage treatment and disposal from ships operating on the Great
Lakes; Bethlehem Steel Corp., for a paint testing machine; Murray
and Trezurtha Inc., for purchase of a Harbormaster (auxiliary steer-
ing unit). In addition, the Maritime Administration is utilizing the
research facilities of the Department of the Navy and the National
Bureau of Standards,

Other significant studies being made or completed, utilizing the
facilities of contractors through contracts awarded in previous years,
included a study of marine collisions, procurement of a set of sea-
keeping instruments, study of shipboard organization and activities,
development of vessel rat-proofing techniques, construction of a gas
turbine ship’s service generator set, and engineering service and facil-
ities for studying the hydrodynamic characteristics of surface and
underwater bodies.

In the nuclear ship field, the Maritime Administration and the
Atomic Energy Commission continued engineering and development
work aimed at achieving the design and construction of nuclear-pow-
ered merchant ships which would be economically competitive in for-
eign commerce. During the year contracts were awarded as follows:
Todd Shipyards Ine., for the construction of a shipside servicing ves-
sel and for the maintenance, servicing and repair of the NS
Savannah.

Contracts tnitiated in prior years on which work continued or was
completed in fiscal year 1960 included the design and model testing
of a nuclear-powered submarine tanker, study of nuclear prototype
powerplant installations in merchant ships, study of the application
of petroleum and petroleum products to the shielding and operation
of nuclear powerplants, and containment optimization and develop-
ment of methods for shielding, safety and accident considerations.

The Maritime Administration participated with the Atomic Energy
Commission in the conduct of a design study of a prototype nuclear
plant for tanker application which considered an advanced pressur-

ized water reactor and the direct and indirect boiling water reactor
concepts in a 45,000 DWT tanker. A detailed report of this study
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was submitted to the Joint Committee on Atomic Energy in accord-
ance with section 113 of Public Law 86--50.

The General Atomic Division of the General Dynamies Corp. con-
tinued work toward the development of an advanced marine nuclear
propulsion system. During the past fiscal year work on the nuclear
portion of the project centered around the development of a beryllium
oxide moderated reactor system using metallic clad uranium con-
struction. The results of this work are being checked in a critical
facility as part of the development program.

Ship Construction
NS Savannah

The NS Savannah, the world’s first nuclear-powered merchant ship,
being constructed under Public Law 848, 84th Congress, was launched
on July 21, 1959. A satisfactory rate of construction progress has
been achieved since that date and at the close of the fiscal year the hull
was 98 percent complete, machinery 88 percent complete, and electri-
eal T4 percent complete.

The Maritime Administration and the Atomic Energy Commission,
acting within their respective areas of responsibility, continued their
efforts to accomplish the placement of the NS Sowannch in limited
commercial service by the fall of 1961.

Major accomplishments during the year included the following:
(a) design, development, and installation of the nuclear powerplant
equipment in the ship; (b) completion of reactor core and satisfactory
testing at zero power in a critical facility at the manufacturer’s plant
(the core is now ready for installation in the ship) ; (c) development
of test procedures and conduct of ship system and component testing ;
(d) finalization of plans for conducting trials and placing the ship in
service.

During fiscal year 1961 the following activities will be accom-
plished : (a) nuclear fuel loading of the reactor; (b) low power tests
extending over severa] months designed to prove out basic characteris-
tics of the nuclear plant; (¢) graduated increased power tests of the
reactor to its designed level, to be continued for such time as is neces-
sary to provide thorough testing at dockside under full power con-
ditions; (d) extensive tests and trials during the period January to

June 1961; and (e) operation of the vessel in limited commercial serv-
ice by the States Marime Lines, appointed by the Maritime Adminis-
tration as its general agent for this purpose.

A number of activities aimed at facilitating the operation of the NS
Savannah and subsequent nuclear vessels have been carried out con-
currently with its design and construction. During the past fiscal
year, prospective Savannah engineering officers completed intensive
training in reactor engineering and operation. Senior deck officers
received training in nuclesr engineering and in problems associated
with. the management of nuclear facilities. This training was carried
out under a contract with the Babcock and Wileox Co., designers and
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builders of the Sawannah’s nuclear plant, and included academic
training followed by on-the-job training at AEC reactor sites at Han-
ford, Wash., Fort Belvoir, Va., and the National Reactor Testing
Station, Xdaho Falls, Idaho. As part of this training, a simulator
which duplicates the Savannak control console was placed in opera-
tion. NS Savannah engineers will be trained on the simulator during
fiscal year 1961, Concurrently with officer training, great emphasis
was given toward further enhancing the safe operation of the Savan-
neh and other nuclear ships. In this connection the Maritime Ad-
ministration has worked closely with the Atomic Energy Commission,
Public Health Service, American Bureau of Shipping, and the Coast
Guard in the conduct of environmental surveys and other develop-
ment work aimed at providing standards, criteria and ground rules
to assure the maximum degree of operating safety.

The acceptance of the NS Sevannah and subsequent nuclear-pow-
ered merchant ships in international commerce was of prime impor-
tance to the Maritime Administration and the activities of the
agency in this area are reflected in the section of this report titled
“International Maritime Affairs.”

Advanced ship concepts

As part of the research and development effort, a contract for the
design, development, and construction of a hydrofoil seacraft was
awarded on January 12, 1960, to Dynamic Developments, Inc., an
affitiate of Grumman Aircraft Engineering Corp. The contract pro-
vides for construction of a craft with advanced hydrofoil systems,
hull construction, propulsion machinery and transmission systems.
As g carrier on short voyages, the test vehicle will be capable of carry-
ing about 70 passengers. The principal characteristics of the hydro-
foil seacraft are as follows: Length—104 feet; beam—22 feet; dis-
placement—380 tons; propulsion engines—gas turbine; speed—60
knots.

Other construction

During the year the total number of merchant ships under con-
struction, conversion, reconstruction or on order in V.S. privately
owned shipyards decreased from 72 to 69. Of the 72 reported at the
beginning of the year, 21 new ships, and 13 being converted or recon-
structed, were completed. During the same period contracts were
awarded for 18 new vessels and 13 conversions and reconstructions,
Hence, at the end of the year there were 69 vessels under construction,
conversion, or reconstruction having a contract value of approxi-
mately $732.8 million. Of this number, 40 ships, having a contract
value of approximately %158.1 million, were under the subsidized
operators’ replacement program.

At the beginning of the fiscal year 32 ships were being constructed
under Federal Maritime Board or Maritime Administration contracts.
Of these, four were completed during the year, namely, two cargo
vessels for Liykes Bros, Steamship Co., Inc., constructed under Title
V, Merchant Marine Act, 1936 ; one prototype tanker constructed for
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Maritime Administration account under Public Law 121, 84th Con-
gress, 1st Session; and a hydrographic survey ship constructed for
the Coast and Geodetic Survey under Public Law 85-115.

During the reporting period Federal Maritime Board or Maritime
Administration contracts were awarded under normal contracting
procedures for the construction of a shipside nuclear servicing vessel
and 2 hydrofoil seacraft for the account of the Maritime Administra-
tion, and 13 cargo vessels for subsidized operators’ replacement pro-
grams. Further details are reflected in the section of this report titled
“Construction-differential subsidy.” All contract awards were con-
sidered as to the applicability of Public Law 805, 84th Congress
(amending sec. 502(f) of the Merchant Marine Act, 1988, as amended)
but none were made under provisions of this contract allocating au-
thority. A summary of new ship construction as of June 80, 1960,
is contained in Appendix C.

Ship conversion and reconstruction

Contracts were awarded during the fiscal year under Title V, Mer-
chant Marine Act, 1936, for reconstruction of three vessels, namely,
two passenger vessels, the S8 President Cleveland and S8 President
Wilson, for American President Lines, Litd., and one passenger ves-
sel, the SS Adilantic, for American Export Lines, Inc. These three
vessels, as well as two cargo vessels converted to container service for
Grace Line and one cargo vessel reconstructed for American Presi-
dent Lines (contracted for previously), were completed and redeliv-
ered to the owners during the year.

Maritime Training

United States Merchant Marine Academy

The U.S. Merchant Marine Academy, a permanent institution un-
der the provisions of Public Law 415, 84th Congress, bad in training
during the fiscal year an average of 898 cadets with 224 successfully
completing the 4-year course of instruction. All graduates received
U.S. Merchant Marine officer licenses, issued by the U.S. Coast Guard,
as third mates (98 in number) or third-assistant engineers (126 in
number) of ocean ships; they also veceived bachelor of science de-
grees and, if qualified, commissions as ensigns in the U.S. Naval
Reserve,

There were 2,400 candidates for the 1960 incoming class nominated
by Members of Congress, 340 of whom will be admitted upon passing
the entrance and physical examinations.. The nomination of cadets
by Members of Congress pursuant to Public Law 415, 84th Congress,
has, since this practice was instituted in 1957, resulted in improving
the national representation by State in the student body.

On March 29, 1960, the Thirteenth Meeting of the Academic Ad-
visory Board to the U.S. Merchant Marine Academy was convened ab
the Academy. The Advisory Board, authorized under Public Law
691, 84th Congress, was composed of the following members: Carl L.
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Bailey, dean of instructions, Concordia College; John E. Burcharq,
dean, School of Humanities and Social Studies, Massachusetts Insti-
tute of Technology ; Guy R. Cowing, president, General Motors Insti-
tute; Harvey H. Davis, provost, State University of Towa; Lewis A.
Lapham, chairman, executive committee, Bankers Trust Co.; Martin
A. Mason, dean, School of Engineering, George Washington Uni-
versity; Edward Reynolds, administrative vice president, Harvard
University. Discussions were held with the Maritime Administrator,
the Superintendent of the Academy, heads of instructional depart-
ments, and stafl officials. At the conclusion of its meeting the Board,
among other things, (a) reiterated its previous recommendations that
the entering class be increased to 400; (b) recommended full con-
sideration be given to modernization of the engineering, mathematics,
and science laboratories; (c¢) urged continued efforts be made to
establish a program under which each faculty member and other staff
officials would have opportunity for an occasional voyage should
they so desire, with those holding licenses working as officers on a
temporary employment arrangement; (d) expressed opinion that it
is very appropriate that cadets and postgraduates be given training
and experience on the operation of nuclear-powered vessels, utilizing

where possible the NS Savaennak for this purpose; (e) endorsed
testimony given in behalf of the Board by Dean Martin A. Mason

of George Washington University on February 17, 1960, before the
House Committee on Merchant Marine and Fisheries in connection
with pending legislation affecting the status of the faculty and
administrative personnel at the Academy.

The 16th Congressional Board of Visitors conducted its annual
inspection of the Academy on June 12, 1959, with membership con-
sisting of: Senators Warren G. Magnuson, Washington (ex officio) ;
Norris Cotton, New Hampshire; Clair Engle, California; Hugh Scott,
Pennsylvania; and Representatives Herbert C. Bonner, North Caro-
lina (ex officio) ; Victor L. Anfuso, New York; Paul A. Fino, New
York; Thomas N. Downing, Virginia; John H. Ray, New York; and
Herbert Zelenko, New York. The Congressional Board of Visitors
called attention to recommendations of previous Boards and asked
for prompt and favorable action by all concerned. In addition, the
Board's recommendations included the following: (1) legislation is
definitely needed to clarify the status of the personnel at Kings Point;
{2) a member of both the House and Senate Appropriations Com-
mittees should attend the annual meeting of this Board, ex officioy
(8) Kings Point cadets should be paid allowances similar in amount
to that provided for the cadets of other Federal academies; (4) a
public information service be provided in the best interests of the
Academy and the public; (5) there should be established constant
communication between the faculty-staff or Academy officials and the
Maritime Administration on matters affecting the Academy and the
faculty-staff; (6) the Director of Selective Service issue an overall
directive on general policy which would remedy the present situation

of cadets being drafted into the armed services while n training at
the Academy; (7) adequate appropriations be provided to establish
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training in nuclear engineering at the earliest possible time and not
later than the next budget year; (8) a basic annual budget be pro-
vided of upwards of $4 million, exclusive of special projects such as
modernization of the plant and rehabilitation of property, in order
that the Academy can be operated and maintained at a level com-
parable to the other Federal academies.

The construction of a memorial chapel at the Academy was com-
pleted, with the exception of interior furnishings, at a cost of approxi-
mately $600,000; about $200,000 of this was derived from profits
from the operation of ship service stores at training stations during
World War I, and the remainder was obtained from public dona-
tions under the provisions of Public Law 485, 80th Congress. During
the fiscal year $100,000 was appropriated by the Congress for interior
furnishings and other necessary equipment. The chapel, a place of
worship for all religious denominations, will be ready for use by the
end of the current fiscal year and will be a national memorial for all
American seamen lost during wartime.

State maritime academies

The State Maritime Academies at Vallejo, Calif., Castine, Maine,
and Hyannis, Mass., and the New York State Maritime College at
Fort Schuyler, N.Y., had a combined average enrollment of 1,143
cadets for the fiscal year. Pursuant to Public Law 85-672, approxi-
mately 1,000 of these cadets received a Government allowance of $600
each for the purpose of defraying the cost of uniforms, textbooks, and
subsistence, and each school received an annual Federal assistance pay-
ment of $75,000 for use in the maintenance and support of the school.
There were 293 graduates who received their U.S. Merchant Marine
officer licenses as third mates or third assistant engineers of ocean
ships from the U.S. Coast Guard, and those who qualified received
commissions as ensigns in the U.S. Naval Reserve. In addition, the
graduates of the New York State Maritime College (107) received
bachelor of science degrees.

Other activities

The Maritime Administration’s radar observer training program
was continued with three radar observer schools operating in New
York, New Orleans, and San Francisco. This training program was
initiated pursuant to the recommendations of the Safety of Life at
Sea Study of the House Merchant Marine and Fisheries Committee
(FLR. 2969, January 3, 1957). Since inception of the program in
November 1957, there have been issued to seagoing personnel in excess
of 4,000 certificates of successful completion of the course, covering
radar fundamentals, operation and use, and the interpretation and
analysis of radar information. Training of licensed U.S. merchant
marine officers in atomic, biological, and chemical warfare, defense
five-fighting, and damage control was also continued. This training,
supported jointly by the Maritime Administration and the Military
Sea Transportation Service, is available at three centers—New York,
New Orleans, and San Francisco. A total of 2,419 officers, 866 unli-
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censed personnel, and 981 others have completed the training course
since it was inaugurated in September 1956.

Ship Sales and Transfers
Ship sales

During fiscal year 1958, there was initiated, with the approval of
the Department of the Navy, a program to scrap the least desirable
of the World War II Liberty-type ships in the National Defense
Reserve Fleet. Subsequent reviews and approvals of the Department
of the Navy provided for the cumulative scrapping of 758 Liberty-
type ships and 89 other types as of June 30, 1980. Under authority
of the Merchant Marine Act, 1936, 120 of these ships, having a collec-
tive sales price of $8,684,158, were sold during fiseal year 1960 {119
ships were sold for scrap, and 1 was sold for nonoperational pur-
poses). The sale of these ships, plus the sale of 129 vessels during
fiscal years 1958 and 1959, has resulted in a total monetary return
to the Government of $18 million,

Upon declaration of the Department of the Navy, two Navy Am-
phibious Force flagships were sold for serap for $270,058. These
ships, which were converted C-2 Maritime hulls, capable of recon-
version for civilian use, were sold under the provisions of Public Law
152, 84th Congress, 2d Session,

Trensfers to foreign ownership and registry

On January 25, 1960, a change in policy was approved with respect
to transfers of U.S.-owned ships to foreign ownership and/or registry.
Prior to this action the policy provided that no U.S.flag Liberty
dry cargo vessels would be approved for transfer to foreign owner-
ship or registry unless the G.S. owner made a commitment to construct
a replacement vessel, or unless the vessel involved was a constructive
total loss; further, all transfers of registry of that type of vessel were
required to be to the flag of Liberia, Panama, or Honduras, with
ownership being vested in either a U.S. corporation, or a corporation
of Panama, Liberia, or Honduras which is U.S.-citizen controlled
through stock ownership. Under the revised policy, U.S.-flag Liberty
ships were classified as “overage” vessels which are permitted to be
transferred to foreign ownership and registry without limitation as
to the nationality of the foreign buyer, or country of registry, except
that the foreign buyer and country of registry must be aceeptable to
the Maritime Administration, and the foreign buyer must agree to all
of the terms and conditions of transfer. This revised policy was
based upon a consideration that Liberty vessels are at least 15 years
of age, are of slow speed, have doubtful commercial and national
defenss values, and are considered to be noncompetitive and inade-
quate from a commercial standpoint in relation to newer, faster and
larger vessels now in worldwide operation.

In view of the adoption of the policy referred to above, foreign
transfer activities greatly increased over the preceding fiscal year.
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On the other hand, there was a noted decrease in the number of for-
eign-flag vessels approved for redocumentation under U.S5. laws, and
there was only one trade-out-and-build proposal approved, which in-
volved construction of two tankers of 41,000 deadweight tons for
U.S.-flag operation and the transfer of four T2 type tankers to for-
eign ownership and registry. There wag an increased tendency to
sell ships to aliens for scrapping in foreign yards; all approvals
granted for such sales were subject to the foreign buyer executing a
contract, secured by a performance bond, guaranteeing to scrap the
ghip within 18 months and not to sell the resultant serap to citizens
of countries within the so-called “Soviet Bloc.”

Approvals of applications for the transfer to foreign ownership
and/or registry of 990 vessels owned by U.S. citizens were granted,
pursuant to sections 9 and 37 of the Shipping Act, 1916. In addi-
tion, approval was given for the construction of a ship in a U.S.
shipyard for foreign-flag operation. Of the total approved, 60 ships,
including the 1 constructed for foreign-flag operation, were of
1,000 gross tons and over, and consisted of 19 tankers, 22 dry cargo
vessels, and 19 miscellaneous types (schooners, dredges, barges, etc.).
The remaining 931 were of less than 1,000 gross tons such as tugs,
barges, fishing craft, and pleasure craft.

Forty-four charters of U.S. privately owned ships to aliens were
approved by the Maritime Administration, including contracts of
affreightment and voyage and time charters, for periods ranging
from 1 to 20 years.

With respect to transfers previously approved with conditions pro-
viding for continuing contractual control by the Maritime Adminis-
tration, there were authorized the: (a) transfer of ownership and
flag of 67 ships (68 from foreign ownership and flag to foreign
ownership and flag and 4 from foreign ownership and flag to U.S.
ownership and flag); (b) sale of 28 from 1 alien to another alien
without transfer of flag; (c) sale by alien for scrapping 16 ships in
foreign countries; (d) transfer between aliens of stock ownership in
2 ships; and (e) approval of 8 transactions resulting in acquiring
8 ships under effective 1.S. control.

Shipping Studies and Reporis

A considerable number of studies were made throughout the agency
and a variety of reports prepared of national and international sig-
nificance in the fields of shipping and ship construction. These re-
ports were utilized in hearings before the Congress and the Federal
Maritime Board., Special reports also were prepared for submission
to international bodies or were utilized in meetings of such bodies,
sach as the Permanent Technical Committee on Ports, Organization
of American States, Planning Board for Ocean Shipping, NATO,
Intergovernmental Maritime Consultative Organization, and the In-
ternational Atomic Energy Agency.
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Of particular note was a continuing study having as its objective
the simplification of shipping documentation which is of national
and international concern. As an adjunct to this study the Maritime
Administration ehaired the Subcommittee on Shipping Documenta-~
tion which conducted a prelimirnary review and submitted a report
on the subject to the Intergovernmental Maritime Consultative Or-
ganization Council at its meeting in London on March 1-4, 1960,

Ship and cargo data

There were collected and processed 58,000 reports of entrances and
clearances of ships operating in oceanborne foreign trade of the
United States, both United States and foreign flag. This was 2,000
less than those received in the previous year and reflected the reduced
oceangoing traffic. Data on foreign-flag competition encountered by
U.S. steamship companies operating on 43 subsidized lines during
1959 were prepared for use in calculating rates for operating-
differential subsidy purposes.

“The Handbook of Merchant Shipping Statistics” and “A Statisti-
cal Analysis of the World’s Merchant Fleets” were published during
the year. Among the regular reports which continued to be issued
are those shown in Appendizes D, K and F.

Port development

In cooperation with the Department of the Army, Board of Engi-
neers for Rivers and Harbors, a study was completed on Port Series
No. 20, the port of New Orleans, La.; No. 23, the port of Galveston
and Texas City, Tex.; No. 24, the port of Houston, Tex.; and No. 25,
the port of Corpus Christi, Tex.

At the close of the fiscal year, the format of the port series was
under revision, with the Maritime Administration engaged in the
processing of material on port administration and port operation into
a single volume for each of three coastal areas and the Great Takes.
Two volumes dealing with the .Atlantic and Pacific coastal areas are
scheduled for completion in fiscal year 1961. These volumes, which
will be confined to the economic aspects of port operations, will be
published by the Maritime Administration and will replace the port
series heretofore published through the joint effort of Maritime and
the Board of Engineers.

Labor data and labor-management relations

Seafaring employment opportunities aboard oceangoing U.S.-flag
merchant ships of 1,000 gross tons or over decreased by approxzimately
1,000 jobs during the fiscal year to an estimated 49,200 as of June 30,
1960. In only 2 instances has lower seafaring employment been
recorded since 1925, once when neutrality restrictions on U.S.-flag
shipping in the closing months of 1940 reduced seafaring jobs to an
estimated 48,500, and again in the midyear of 1942 when the job total
was recorded as 44,330, Shipyard employment in the 21 commercial
yards capable of constructing ships 475 by 68 feet showed an increase
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of almost 8 percent in production workers, who numbered 56,965 on
June 30, 1960, as against 55,254 on June 30, 1959. Ship construction
generated by the Maritime Administration in its subsidized ship re-
placement program showed a gain in production workers from 5,248
to 9,565, or an increase of 82 percent. Ship eonstruction for private
industry reflected a loss of 6,191 production workers, or 2 decrease of
45 percent.

In contrast to the relatively harmonious and constructive labor-
management relations existing in fiscal year 1959, the past year saw
discord in both shipyard and longshore personnel areas. Prolonged
strikes handicapped ship construction and repair in eight large yards.
Longshore unions and stevedore employers in ports from Maine to
Texas were involved in a strike requiring: (a) a court injunction
which ordered resumption of work and continuation of negotiations
during an 80-day “cooling off” period, (b) a Presidential appointed
board of inquiry, and (c¢) a sustained effort by the Federal Mediation
and Conciliation Service to resolve successfully this dispute within
the period covered by the injunction. A 3-week stevedore strike in
the major U.S. Great Lakes ports was concluded with agreement on
a 3-year contract practically equalizing wage and fringe benefits
throughout the area.

The collective bargaining agreements of the seafaring unions will
not terminate until 1961, Accordingly, wage reviews were settled by
arbitration proceedings, as provided in the agreements, when negotia-
tions failed to resolve the issues. Other actions of U.S. seafaring
unions created complicated international problems by closer affiliation
and increased activities in the affairs of the worldwide International
Transport Workers’ Federation, particularly in the areas of boycotts,
picketing, and organizing foreign-flag ships.

Property and Supply

Real property

The real property holdings of the Maritime Administration include
veserve shipyards at Richmond, Calif., and Wilmington, N.C.; termi-
nals at Tloboken, N.J., and Norfolk, Va.; warehouses at Kearny, N.J.,
Baltimore, Md., Norfolk, Va., New Orleans, La., Richmond, Calif,,
and Yokosuka, Japan; reserve training station at St. Petersburg,
Fla., and the Merchant Marine Academy at Kings Point, N.Y.; reserve
fleet sites at Tomkins Cove, N.Y., Wilmington, N.C., Mobile, Ala., Lee
Hall, Va., Beaumont, Tex., Benicia, Calif., Astoria, Oreg., and
Olyrapia, Wash.

The Maritime Administration continued its program of reevalu-
ating its real property holdings from the standpoint of immediate
and, future need and maintenance costs, with the following results:
(a) a major portion of the reserve shipyard at Vancouver, Wash.,
was sold for a return to the Government of $3,279,000, plus annual
savings in maintenance costs of $192,591; (b) the principal area of
the reserve shipyard at Richmond, Calif., was Jeased at an annual
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rental of $200,000, plus an annual savings in maintenance costs of
$40,000; and (c) certain other leases to private interests of real
property were continued with a return of $244,000 in rentals in addi-
tion to maintenance of the property by the lessees without cost to
the Government.

W arehouses

In fiscal year 1960 the Maritime Administration promulgated a
revised warehousing policy, having as its objective the mainienance
of a program primarily for mobilization purposes, and only sec-
ondarily to provide services for operating ships and programs. The
revised policy recognized: (a) outfitiing requirements for reactivation
of the priority ships in the reserve fleefs for mobilization purposes;
{b) necessity to retain machinery and spare parts currently held for
use on privately owned ships in operation which might be required
for mobilization purposes, and (¢) need to retain certain minimum
quantities of ship repair and maintenance items currently in the
warehouses which may be required for reactivation of mobilization
base ships or for emergency installation aboard the more important
types of ships in current operation. Pursuant to the establishment
of the new policy, plans were instituted to effect a sizable reduction
in the warehouse stock levels; to reduce the number of warehouse
installations from 5 to 3; to accelerate the program for assembling
and storing at the reserve fleet sites of outfitting ship sets for the
mobilization base ships in the reserve fleets (at the end of the fiscal
year 180 ship sets were contemplated to be spread between 7 reserve
fleet installations), and to place certain ship components in the custody
of private repair yards, to the maximum feasible, at a minimum
storage cost to the Government. At the end of the fiscal year the
warehouse inventories, including administrative equipment stocks,
totaled $40,789,975, o decrease of $632,570 from the previous year.

Material control, inventory and disposal

A number of contracts were executed with private industry for the
lease of Government-owned machine tools and equipment to be used
in defense contracts, or in support of merchant marine programs.
In addition to the leasing fees, the contracts provide for msurance
coverage or bonding to assure that tools will be returned in as good
condition as received, less ordinary wear and tear, with all transporta-
tion costs borne by lessees. Revenue from tool rentals was approxi-
mately $200,000 for the fiscal year.

Marine equipment on Joan to steamship operators and other Gov-
ernment agencies at the beginning of the fiscal year was valued at
$513,575. Equipment was loaned during the year to the value of
$104,825, and at the end of the fiscal year equipment still on loan
was valued at $148,167. User charges collected from steamship
operators during the year amnounted to $8,449,

Excess and surplus personal property having a reported original
acquisition value of $4,598,341 was disposed of by the Maritime Ad-
ministration. ‘This amount includes trangfers in a foreign country
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of property valued at $1,160 and sales in a foreign country of prop-
erty valued at $236. Property having an original acquisition value
of $1,082,213 was disposed of domestically by donation and transfer
without exchange of funds and property having a value of $2,800
was destroyed or abandoned. Property having an acquisition value
of §3,511,982 was sold or transferred to other Government agencies
with exchange of funds, for a return of $670,967.

There were 85 ship and related inventories accomplished and in-
ventory certificates for consumable stores were processed in the
amount of $14,948 as accounfs receivable, and $25,152 as accounts
payable. Certificates of overages and shortages were processed in
the amount of $260,393 as accounts receivable and $96,985 as accounts
payable.

Administrative Management

Defense planning

Continued efforts were directed to various aspects of defense plan-
ning. In this connection the Maritime Administration, the Depart-
ment of Defense, the Atomic Energy Commission and certain defense
supporting agencies continued their participation in the Industrial
Readiness Planning Program designed to equate the supply and de-
mand levels of defense materials essential for survival and retaliation
in times of grave emergency. The program, which is coordinated by
the Assistant Secretary of Defense for Supply and Logistics, visual-
izes and authorizes planning for two types of emergencies: First,
an emergency resulting from. nuclear attack and, secondly, one related
to a fringe-type war in which the mobilization base would be rela-
tively undamaged. The program within the Maritime Administra-
tion enlists the active participation of 1,100 privately owned factories
as well as 140 privately owned shipping lines.

In another area the agency proceeded with basic planning activities
under formal delegation from the Office of Civil and Defense Mobi-
ization of responsibilities for emergency control of ocean ports.
These activities included the preparation of a basic manual, con-
curred in by the Department of Defense and approved by OCDM,
containing port control functions and authorities, an emergency port
contro} organization, apd emergency action plans—preattack and
postattack. This “Manual for the Emergency Utilization and Con-
trol of United States Ports,” primarily prepared for use by the Maxri-
time Administration, was distributed to ail interested Government
agencies and to those segments of industry for which a requirement
has been demonstrated.

In addition to the foregoing, continued efforts were directed to other
phases of defense planning; however, these activities are so integrated
into the Maritime Administration/Federal Maritime Board assigned
responsibilities with respect to development and maintenance of a
T.S.-flag merchant fleet as to make a distinct reference and identifica-
tion of all such items unfeasible for purposes of this report. Accord-
ingly, most activities in this regard are covered in other sections of the
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report as appropriate. A detailed account of all such activities is
incorporated in the Annual Report of the Joint Committee on
Defense Production.

Personnel

The composition of the threse-member Federal Maritime Board was
affected by two voluntary resignations and two new appointments
during the year. On April 14, 1960, Mr. Clarence G. Morse of Cali-
fornia, Chairman/Administrator, submitted his resignation to the
President, which was accepted and became effective May 1, 1960,
Vice Admiral Ralph F. Wilson, USN (retired), was nominated by
the President on May 2, 1960, as a member of the Federal Maritime
Board, for a 4-year term from July 1, 1960 to June 30, 1964. He
was confirmed by the Senate on June 23, 1960, and was designated
Chairman of the Federal Maritime Board by the President effective
July 1, 1960, and on that date became, ez offcio, Maritime Admin-
istrator. Ben H. Guill of Texas, who had been appointed for the
4-year term expiring June 80, 1961, resigned effective December 31,
1959.  Mr. Sigfrid B. Unander of Oregon, who was nominated by
the President as Mr, Guill’s successor, effective January 1, 1960, was
approved by the Senate on April 18, 1960, for the remainder of the
term expiring June 30, 1961. Mr, Thomas E. Stakem of Virginia,
who was reappointed by the President on May 15, 1958, with the
consent of the Senate, as o member of the Federal Maritime Board
for the 4-year term expiring June 30, 1962, was designated as Vice
Chairman,

During the year ending June 30, 1960, total employment changed
by a net reduction of 1 position from a total of 2,992 on July 1, 1959,
to 2,921 on June 30, 1960. Although overall employment figures
thus appear stable, there were employment adjustments in several
program areas throughout the vear, the more significant being in-
creased activity in Reserve Fleet programs, up 68 jobs by year-end;
planned attrition in administrative expenses, down 46 positions; re-
duction of stafl at Vancouver Reserve Shipyard, eliminating 30 posi-
tions; and increased level of activity in Maritime training programs
accounted for an increase of 10 positions. The temporary upsurge
mn the Reserve Fleet program was primarily due to additional work
caused by the Iay-up of vessels for the account of the Department
of the Navy.

Organization

In the interest of providing for more efficient administration of
its work programs during the fiscal year, the Maritime Administra-
tion effected, as were necessary, reorganizations and realinements
of functions. The principal organizational changes were: { a) estab-
lishment of the position of Assistant Deputy for Administration,
with responsibility for the direction and administration of joint man-
agement programs and activities of the Federal Maritime Board and
the Maritime Administration covering the fields of personnel, budget,
management, internal audits, property and supply, ship statistics,
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and investigation and security; (b) establishment of a new OQffice of
Research and Development, centralizing in a single organizational
unit all research and development activities of the Maritime Admin-
istration; (c) reorganization of the Office of Regulations, with re-
alinement of functions so as to place greater emphasis upon compliance
of common carriers by water in the domestic offshore trade and the
foreign trade of the United States, and freight forwarders and
terminal operators, with the regulatory requirements of the shipping
statutes; and (d) reorganization of the Office of General Counsel,
resulting in the establishment of separate organizational entities for
legal matters involving Federal ship mortgage insurance and oper-
ating-type contracts as distinguished from construction-type contracts,
and regulatory matters as distinguished from other legal fields.

Investigations and security

The Federal Maritime Board continued to emphasize its regulatory
activities during the fiscal year, resulting in a snbstantially increased
investigative workload. The continued excess of cargo space over
availlable cargo brought about an ever-imereasing number of com-
plaints of malpractices on the part of carriers, shippers, freight
forwarders and other persons subject to the Shipping Acts. Con-
gressional hearings relative to the shipping industry resulted in
referrals to the Board of disclosed malpractices. The presence of
newly acquired investigators in the field encouraged receipt of com-
plaints direct from the industry. It is anticipated that there will be
an ever-growing number of such complaints due to the show of
industry interest, and because of the results which will be achieved
through the investigators assigned to the New Yorl, San Francisco,
and New Orleans areas, During the fiscal year 55 cases were closed
where it was determined that no violation existed, or compliance with
the regulations was obtained administratively, or else hearings were
beld and Board Orders were issued or are pending issuance. Af the
close of the fiseal year the pending investigative ease load amounted
to 119 cases, of which 78 cases were awaiting action by the various
offices of the Board to determine their ultimate disposition. In three
cases where violations were found of Section 16, Shipping Act of
1916, the Board’s findings were referred to the Department of Justice
for prosecution. The Department of Justice was proceeding with
action in another referred matter of alleged violations.

The Security Program with respect to the internal management of
the Federal Maritime Board/Maritime Administration continued in
accordance with the provisions of Executive Orders 10450 and 10501.

Finance

Financial relationships with contractors

Activities in this area increased due to the generally depressed
conditions in the shipping industry, particularly in conrection with
tankers having mortgages insured by the Government under Title
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X1 of the Merchant Marine Act, 1936, as amended. The increase
arose primarily from more frequent detailed analyses being required
for protection of the Government’s interest as insurer, which in turn
necessitated considerable negotiations and correspondence to develop
past, present and future statistics and financial projections particu-
larly in determination of ability of mortgagor-owners to meet debt
burdens insured by the Government.

Aecounting

Accounting operations were maintained on a current basis and in
accordance with principles and standards prescribed by the Comp-
troller Gieneral of the United States. Financial statements of the
Federal Maritime Board and Maritime Administration are contained
in the exhibits and schedules following the text of this report.

Of the 51 agents under National Shipping Authority operations
originating in 1951, 48 were inactive as of June 30, 1960, and the
accounts of 87 had been closed. Release agreements have been exe-
cuted with 23 of the closed agents. In addition, as of June 30, 1960,
the Maritime Administration had one active general agent for the
operation of the nuclear ship NS Savennah.

Audits

Under operating-differential subsidy contracts, audits of annual
subsidy accountings were completed during the current fiscal year
for 9 subsidized operators covering 18 subsidy periods from 1948
through calendar year 1956, resulting in payments to the operators
of the final 10 percent of accrued operating-differential subsidy. Ex-
penses eligible for subsidy, except for wages and protection and
indemnity insurance, have been audited generally through the calen-
dar vear 1958, Wnage expenses for 15 subsidized operators have been
audited for calendar years 1957 through 1959, and protection and
indemnity insurance expenses for calendar years 1955 through 1957.
These audits permitted payments of up to 90 percent of accrued
operating-differential subsidy covering such expenses. Audits of
bareboat charter agreements have in many instances bsen deferred
awaiting settlement of litigated matters. Audit functions with re-
spect to ship construction and related contracts are being performed
on a current basis. Audits completed during the current fiscal year
disclosed approximately $300,000 in additional recapture due the
Government.

The balances in the statutory Capital and Special Reserve Funds
as of June 30, 1960, aggregated 5163,814,376 and $131,989,929, respec-
tively, and arve set forth, by operators, in appendix . Such balances
amounted to 3169,000,888 and $130,040,121, respectively, as of the
beginning of fiscal year 1960,

In addition to mandatory deposits, subsidized operators are per-
mitted, with approval of the Marititne Administrator, to make vol-
untary deposits from earnings otherwise available for dividends into

the statutory reserve funds on a tax-deferred basis. During the fiscal
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year voluntary deposits aggregated $575,000, and applications ap-
proximating $2,720,000 were pending at the close of the fiscal year.

Insurance

The war risk insurance program authorized by Title XII of the
Merchant Marine Act, 1936, as amended, was extended for an addi-
tional 5 years to September 7, 1965, by Public Law 86-120, approved
July 31, 1959. During the fiscal year 1960 under the stand-by war
risk insurance program 880 new war risk insurance binders were is-
sued. On June 30, 1960, binders reported outstanding were as fol-
lows: 1,822 war risk hull; 1,196 war risk protection and indemnity;
and 1,015 war risk second seamen. Since the inception of this pro-
gram net binder fees and binder extension fees of $403,537 were re-
eeived, and a total of $162,422 in expenses and fees was incurred, of
which $129,954 was paid to the underwriting agent.

During the fiscal year, the Maritime Administration continued to
colleet monthly premiums on war risk builder’s risk insurance under-
written as provided by regulations. From the inception of the pro-
gram to June 30, 1960, 92 war risk builder’s risk policies had been
issued and premiums totaling $1,332,850 were received. War risk
insurance on cargoes in the event of war is also provided should com-
mercial insurance not be available on reasonable terms and conditions.
Of the 27 contracts executed with cargo underwriting agents, 21 re-
main in effect.

At the request of the Secretary of the Army (Oflice of the Chief of
Transportation), legal liability insurance was provided, without pre-
mium, to a maritime contractor with a limit of $10 million for the ag-
gregate of all claims arising from the same event. This insurance
has been in effect continuously since July 1, 1951, when commercial
insurance in the required amount could not be obtained, and has been
repewed for another year commencing July 1, 1960. The arrange-
ment provides for indemnification by the Department of the Army
for all losses paid by the Maritime Administrator. To date, no claims
have been reported.

Under the Maritime Administration self-insurance program, hull
marine and war risk insurance and second seamen’s insurance con-
tinued to be assumed on its Government-owned vesgels. Second sea-
men’s insurance written at the request of the Department of the Navy,
without preminm and on a reimbursable basis, remained in effect on
20 Navy confract-operated tankers. As of June 30, 1960, after 78
months under this arrangement, claim payments totaling $38,419 were
made and approximately $51,500 set aside as a reserve for pending
claims; no claim payments were made during the fiscal year. Under
this plan a net premium saving to the Department of the Navy was
estimated at $58,100.

As a result of negotiation, insurance against protection and indem-
nity risks was renewed with the National Automobile and Casunalty
Insurance Co. of Los Angeles, effective April 1, 1960, covering ships
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operated by general agents of the National Shipping Authority for
the Military Sea Transportation Service.

During fiscal year 1960, under the recapture provisions of the war-
time protection and indemnity insurance agreement, $50,000 was re-
covered from underwriters; to date recoveries total $48 million. As
of June 80, 1960, the commercial underwriters are retaining $1,264,227
as a reserve for the settlement of outstanding claims,

The Maritime Administration approved original insurance or re-
newals thereof obtained in commercial markets by mortgagors, char-
terers, and subsidized operators, in the following amounts:

Kind of insurance Tatal amount | Percentage | Percentags
American foreign
Marine Hulb.___ s $1, 818, 877, 835 38 62
Marine Protection and Indemnity. 5 179, 225 55 45
War Risk TTull ... . 903, 003, 976 3 97
2, 986, 826, 754 3 a7

Notes and accounis receivable

Of the balance of accounts receivable on June 80, 1960, totaling
approximately $18 million, an amount approximating $514,938 rep-
resents items on which active collection efforts are being required.
The remainder was made up of additional charter hire to be collected
at the time of final accountings, amounts referred to the Department
of Justice, accrued eonstruction costs to be settled upon completion
of ship construction, matters pending in a claim or litigation status,
and accounts on the books of the National Shipping Authority general
agents, Of billings made during the fiscal year totaling $27,555,863,
only 193,101, or less than 1 percent, was outstanding and due from
miscellancous debtors, exclusive of other (Government agencies, at
the end of the year. This outstanding balance does not include items
totaling $3,547,796 on which collection efforts must await legal and
other basic determinations.

Claims

The [ollowing reflects the claims settled under the Suits in
Admiralty \Act during the year: seven claims, upon which $8,643,280
was claimed, were settled in faver of the Government for $501,000,
and seven claims, upon which 31,862,319 was claimed, were setiled
sgainst the Government for $72,884.

Legal Activities

In addition to the specific legal activities that follow, advisory
services and opinions were furnished to the Federal Maritime Board,
the Maritime Administrator, and to the various operating and admin-
istrative ofices of the agency in connection with the legal aspects or
problems involved in all of its operations, Discussions and contacts
were maintained with representatives of the shipping industry and
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other Government agencies with respect to legal matters involved in
the administration of the maritime laws, the formulation of policy
and the administration of programs related thereto; and negotiations
and liaison were conducted with representatives of foreign govern-
ments on matters of international maritime law.

Litigation

During the fiscal year there was increased activity in litigation
involving determinations and orders of the Federal Maritime Board
in its regulation of rates, charges, and practices of carriers and others
in the foreign commerce of the United States, as well as the offshore
domestic trades, and in the administration of the operating-differential
subsidy program under the Merchant Marine Act, 1936, Forty-six
such cases were before the courts, including 34 filed toward the close
of the period which challenge the validity of certain orders entered
by the Board under section 21 of the Shipping Act, 1916. These
orders call upon carriers to file certain documents and records with
the Board. Cases before the courts which were disposed of included
the following : Continental Can Co., Ine. v. United States and Federal
Maritime Board, in which the eourt sustained the Board’s decision
that petitioner misclassified shipments, but set aside the Board’s deci-
gion that the misclassification was wilfully committed in violation
of section 16, Shipping Act, 1916; Pacific Far East Line and United
States v. Federal Maritime Board (Matson Navigation Co. inter-
venor), in which the Court of Appeals (D.C. Cir.) reversed the
district court and set aside a Board order denying to Pacific Far East
Line, a subsidized carrier, permission to carry cargo between U.S.
Pacific coast ports and Hawaii, and remanded the case to the Board
for further proceedings on the question whether the grant of permis-
sion to Pacific Far Fast Line would be prejudicial to the object and
policy of the Merchant Marine Act, 1936. (The Supreme Court later
denied petitions for certiorari filed in this case by the Board and
Matson) ; and E'mpire State Highway Trensportation Association,
Ine., v. United States aond Federal Maritime Board, in which the
Court of Appeals (D.C. Cir.) dismissed, with petitioner’s consent,
the petition for review of a Board Order finding lawful certain truck-
loading and unloading regulations adopted by ocean terminal oper-
ators in the port of New York.

Claims under the Merchant Ship Sales Act of 1946 continued to
comprise a substantial portion of pending litigation. The number
of charterer’s claims against the Government increased with the filing
of seven new libels during the year, principally for disallowed ship
regctivation expenses incurred incident to 1956 and 1957 charters.
These, plus 13 libels carried over from the previous fiscal year, involved
$2,385,452 in claims against the Government. In another category of
claims 1 new suit was filed, raising the total to 43 pending cases
against the Government for the refund of additional charter hire
under postwar charters of war-built ships. One suit was also insti-
tuted by the Government for the recovery of additional charter
hire. Charter hire claims totaled an estimated $40 million against
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the Government and an estimated $4 million due the Government.
In 14 of these cases the U.S. Supreme Court decided on June 20,
1960, that a retired judge had no right to participate in a 3 to 2 deci-
sion en banc adverse to the Government, and the cases accordingly
were remanded to the Court of Appeals (2d Cir.) for rehearing. A
new suit was also filed for refund of additional charter hire under
the Merchant Marine Act, 1986, involving a controversy similar to
one of the principal issues in the 1946 Act cases, with appeal being
taken from a decision in favor of the Glovernment, which held that
a payment under protest does not furnish the basis for recovery in
the absence of conditions making the payment involuntary. One new
libel was filed claiming refund of contingent charter hire under the
Domestic Trade Addendum,

With respect to ship sales litigation under the 1946 Act, following
the adverse decision to the Government in the New ¥Fork & Ouba Mail
Steamship Co. case involving the validity of this agency’s prior sales
settlements, the Government asserted therein a charter-hire counter-
claim for $5,317,724 which is now pending. This, plus the other six
remaining undecided at the end of the fiscal year, involve claims total-
ing $1,390,980. A decision granting recovery of $20,000 was rendered
by the court of claims on June 8, 1960, in which it held invalid the
conditions imposed by this agency on foreign transfers of vessels;
two similar suits were pending involving a total of $866,258. Deci-
sions against the Government were rendered by the court of claims
in 3 of the 14 suits by citizens for desirable feature refunds in an
amount totaling $21,939; 7 cases in that category were administra-
tively settled by the agency on the basis of such decisions for $112,015;
1 suit of this type was voluntarily dismissed without payment; and
3 similar cases amounting to $4,100 were pending. One out of three
cases in the court of claims involving desirable-feature claims by
foreigners was voluntarily dismissed without payment, leaving a
total of $2,417 in the two pending cases. The Appellate Division,
New York Supreme Court, reversed a lower court decision adverse
to the Government in a suit to collect for desirable featuires from =
foreign buyer, and the Government thereafter was able to collect in
full similar claims totaling $56,668.96 pertaining to 12 ships. Ap-
proximately 75 claims in this category are still open.

Significant developments in other areas of litigation included the
following settlements: (a) closing of the Sword Line, Inc., reorgani-
zation proceedings resulting in the Government receiving in settle-
ment of its ¢laims a final payment of $1,250,000; (b) termination of
the Government’s suit to foreclose mortgages on the SS Leilani, the
vessel having been recovered by the Government and a payment of
$100,000 having been made to the Government by Hawailian Textron,
Inc., former owner of the vessel; and (c) settlement of the case of
United States v. Merrité-Chapman & Seott Corp, for recovery of
the value of the Government-owned troop transport George Washing-

ton which was destroyed by fire, by payment of $500,000 to the Gov-
ernment. The case of United States v. Amtorg T'rading Corp., a
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suit for freight and general average claims against Amtorg as agent
for the Soviet Government, was also settled, as were all warfime
shipping, maritime, admiralty, and related claims between the two
governments arising during the years 1941 to 1946, melusive, by pay-
ment to the United States of $1,100,000. The settlement excluded
all accounts pertaining to the transfer of vessels under Lend-Lease
to the Soviet Government.

Legislation

Testimony, statements, and/or reports to congressional committees
and/or reports and recommendations to the Secretary of Commerce
and the Director, Bureau of the Budget were prepared on maritime
legislation enacted into Jaw. The more significant of these were:
Resale of ships to China (P.L. 86-478) ; amendment of the Merchant
Marine Act, 1936, to extend the life of vessels from 20 to 25 years
(P.L. 86-518) ; extension of temporary dual rate legislation to June
30, 1961 (P.L. 86-542) ; authorization for the exchange of nonsub-
sidized war-built vessels for more modern reserve fAect vessels {P.L.
86-575) ; prohibition of the operation in cosstwise trade of vessels
rebuilt with foreign-built midbodies (P.J.. 86-583); increase of the
maximum consiruction-differential subsidy to 55 percent of domestic
cost (P.L. 86-607). Similarly, the Federal Maritime Board/Mari-
time Administration, through its representatives, testified or submitted
statements or reports on some 200 bills and proposals, including those
relating to licensing of freight forwarders; establishment of a joint
hoard (Interstate Commerce Commission, Federal Maritime Board
and the Civil Aeronautics Board) and permission for through routes
and joint rates for Alaska, Hawaii, and other States; authorization
of advances by the Secrelary of Commerce to cure defaults in Gov-
ernment, insured ship mortgages; clavification of the status of adminis-
trative enrollees at the Merchant Marine Academy.

Contract administration

A voluminous number of contracts, addenda, bonds, and other docu-
ments were drafted and executed, the details of which are described
in other sections of this report. These matters involved considera-
Lions of executive and administrative poliey and the application and
interpretation of statute and judicial decisions.

International Maritime Affairs

The Council of the Infergovernmental Maritime Consultative OQr-
ganization (IMCO), a 16 nation body charged with the responsibility
of carrying on the functions of the organization between the biennial
sessions of the Assembly, met in London on July 6, 1959, and March 1,
1960. These meetings, attended by the Maritime Administrator act-
ing as the U.S. member to the Council, were convened for the purpose
of resolving certain administrative and financial problems and rela-
tionships with other international organizations.
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Members of the Maritime Administration staff served on technical
panels set up under the Commandant of the U.S. Coast Guard pre-
paratory to the Safety of Life at Sea Conference, which met in Lon-
don during May-June 1960, under the auspices of IMCO and the
British Government. The staff attended the conference and served
as delegates and advisors to the U.S. delegation on matters concern-
ing comstruction, lifesaving equipment, communications, navigation,
nuclear power and the Load Line Convention. Final action taken by
the Conference will be reflected in revisions to the International Con-
vention for the Safety of Life at Sea, 1948, and International Regu-
lations for Preventing Collisions at Sea, 1948, and will be submitted
for ratification of the same 70 member nations as an international
treaty.

The Maritime Administration collaborated with the Department
of State in the preparation of briefs, oral argument and rebuttal pre-
sented before the International Court of Justice at The Hague during
April-May, 1960, with respect to the request by the Intergovern-
mental Maritime Consultative Qrganization for an advisory opinion
concerning the constitution of the IMCO Maritime Safety Commit-
tee. The Court rendered its decision on June 8, 1960, confirming the
posttion taken by the United States and some other member nations
that the Maritime Safety Committee, elected on January 15, 1959, was
not constituted in accordance with the IMCO Convention. It ruled
that under the Convention provisions Liberia and Panama should
have been elected to that Committee, instead of France and the Fed-
eral Republic of Germany, as two of “the eight largest ship-owning
nations.”

With respect fo the operation of nuclear-powered merchant ships
in international commerce, the Maritime Administrator, represent-
ing the United States, attended meetings of a Panel sponsored by
the International Atomic Energy Agency convened in Vienna in
March and Awgust 1960 for the purpose of conferring with repre-
sentatives of other governments on the principles to be embodied in
an international convention covering third party liability arising out
of nuclear incidents. In addition, representatives of the Maritime
Administration (a) participated in the work of the International
Maritime Committee in developing a proposed international con-
vention governing third party liability of operators of nuclear-
powered vessels: and (b) attended a number of informal conferences
and meetings with representatives of European governments for the
purpose of developing bilateral agreements covering the operation of
the NS Sarannak in their national ports.

The 12th Mecting of the Planning Board for Ocean Shipping of
the North Atlantic Treaty Organization met in Washington during
April 1960, The Maritime Administrator was Chairman of the meet-
ing, while the Deputy Maritime Administrator headed the U.S. dele-
gation. The meeting was attended by shipping representatives of all
the NATO nations, as well as observers from the various NATO
Naval Commands and the international secretariat of NATQ. The
Maritime Administration was represented on the Special Working
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Group of PBOS which met in London in November 1959, and the
meeting of the Senior Civil Emergency Planning Committee of
NATO in Paris in November 1959,

The Maritime Administration, in conjunction with the Department
of State, continued to combat discriminatory actions by foreign gov-
ernments which deny equality of opportunity to American merchant
shipping. In this connection, the Federal Maritime Board issued a
proposed order establishing an equalization fee to offset the discrimi-
natory differential established by the Ecuadoran government on
commercial cargoes shipped on vessels under Ecuadoran or Colom-
bian flag. Before this proposed order was issued in final form,
however, the Government of Ecuador rescinded its discriminatory
differential,

In other areas of international significance, (a) the Maritime Ad-
ministration, representing the United States on the Permanent Tech-
nical Committee on Ports, submitted periodic technical reports of
international interest to the Committee Secretariat for distribution
to member nations of the Organization of American States; (b) at
the request of the Secretary of Commerce, the Secretary of State
appointed a Maritime official as a member of the United States Na-
tional Commission (and Permanent International Commission) of
the Permanent International Association of Navigation Congresses;
(¢) the agency continued to work closely with the Department of
State in providing supervision and instruction programs for foreign
nationals training in this country as United Nations fellows or train-
ees of the International Cooperation Administration; and (d) as re-
quested by the International Cooperation Administration, the agency
is currently participating in two joint projects, one for the reorgani-
zation of the Merchant Marine Training Academy of the Republic
of Indonesia, as well as a similar project with the Maritime Academy
of the Republic of Turkey.

Regulatory Activities

The Federal Maritime Board intensified its efforts to regulate the
rates, services, practices, and agreements of common carriers by water
in the domestic and foreign commerce of the United States, terminal
operators, freight forwarders, and other persons subject fo the ship-
ping statutes. Added impetus was given to its endeavor by the many
alleged violations of the shipping statutes developed by the hearings
of the Antitrust Subcommittee, Committee on Judiciary of the House
of Representatives, and the increased number of complaints and re-
ports of alleged use of unfair practices, such as cutting of established
tariffs, misbilling and misclassification of freight, and unlawful re-
bating—a result of the intensified drive, generally legitimate, of
steamship lines to obtain a share of available cargo in a declining
market.

In this connection, the Board issued orders pursuant to section 21
of the Shipping Act, 1916, requiring the submission of copies of cer-
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tain types of agreements and documents by common carriers in the
foreign commerce of the United States. It also adopted proposed
rules (a) requiring terminal operators to file tariffs with the Board,
(b) requiring common carriers by water in the foreign commerce of
the United States to file inbound freight rates and establish a system
of public distribution of freight tariffs, and file passenger fares and
reports with respect to any person(s) carried free, or at fares and
charges less than those assessed other persons for like accommoda-
tions, and (c) prescribing a number of requirements with respect to
agreements entered into by persons subject to the shipping statutes
and the Board's approval under section 15 of the Shipping Act, 1916,
The Board’s authority to issue these orders and proposed rules was
challenged by many United States and foreign carriers in the form
of protests through diplomatic channels, institution of judicial pro-
ceedings, and requests for formal hearings. At the close of the year
these matters were unresolved.

The Board/Administration, in conjunction with the foregoing took
action to strengthen internally the administration of its regulatory
responsibilities. This action included (a) reorganization of the Of-
fice of Regulations and expansion of its staff; (b) appointment of
District Regulations Representatives at New York, New Orleans and
San Francisco, and expansion of its investigative staff in these cities
in order to assure closer surveillance over the activities of persons
and organizations subject to the shipping statutes. Further, studies
were instituted of policy, functional and procedural nature, the re-
sults of which will produce future improvements in the administra-
tion of the Board’s regulatory responsibilities.

Conference and other agreements

The Federal Maritime Board approved, pursuant to section 15 of
the 1916 Shipping Act, 60 new agreements, 64 agreement modifica-
tions, and 17 agreement cancellations, and denied approval of 1 agree-
ment modification. Among the significant agreements approved
were three terminal conference agreements covering activities in three
areas, le., South Atlantic ports, Norfolk port area, and the Phila-
delphia port area, and one steamship conference agreement in the
trade between U.S. Great ILakes and St. Lawrence River ports and
Caribbean ports.

The Board, on its own motion, instituted investigations of (a)
travel agents connected with Atlantic Passenger Conferences; (b)
the joint agreement between the member lines of the Far Xast Con-
ference and Pacific Westbound Conference, to determine whether said
agreement is true and complete and whether it is being carried out
in a manner conforming to the provisions of the Shipping Aect, 19163
(c) an agreement of the member lines of the Japan-Atlantic and
Gulf Freight Conference for establishment of a fidelity commission
system, to determine whether such agreement may be approved under
existing law: and (d) an agreement between Mystic Terminal Com-
pany and The Boston Marine Terminal Corporation, to determine
whether certain terminal operators may have carried out an unap-
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proved agreement in violation of section 15 of the Shipping Act,
1916, and whether such agreement should be approved or disapproved
under the provisions of section 15.

Orders were issued to three steamship conferences and the mem-
bers thereof to show cause why the conference agreements should not
be canceled, it appearing that only one conference member was active
in each of the trades. Two of the agreements were canceled, and the
time for response to the other was extended to August 8, 1960.

Rates—foreign

A total of 32,503 rate filings covering freight and passengers was
received, representing an increase of 10,000 over the previous fiseal
year. There were general increases in freight rates ranging from 5
to 10 percent in most trades, with increased operating costs being cited
in support thereof. Examinations, to the extent possible with avail-
able manpower resources, were made for ambiguities in tariff descrip-
tions and classifications which led to improper rate applications, and
for potentially discriminatory rates and conditions and other un-
lawful tariff practices. A review of inbound and outbound freight
rates for competitive commodities and areas was initiated in connee-
tion with a study of ways and means for improving the world market
status of American manufacturers, producers, and shippers. A num-
ber of rate studies were made to develop information for formal pro-
ceedings before the Board or for informal complaints. The Board,
on its own motion, instituted formal investigations with respect to
misclagsification of diatomaceous or infusorial earth transported from
New Orleans to Europe and South Africa (Docket 868), and paper
products shipped from the United States to Puerto Rico, Cuba and/or
Venezuela (Docket 912),

Rates—1U.S. offshore domestic

A total of 3,675 freight and passenger tariff filings was received
during the year. Thirty-five tariff filings were rejected fof failure
to comply with the appropriate statute or the Board’s tariff regula-
tions. Eighty-seven applications were filed by carriers in the domes-
tic offshore trades for special permission to establish changes in rates
and fares, to make other tariff changes on less than 30 days’ statutory
notice, or to waive certain Board rules and regulations. The Board
found good cause for, and approved, 75 of these special permissions
while 12 of them were denied by the Board or withdrawn by the
applicant.

The Board, on its own motion, instituted a number of rate investi-
gations in order to determine whether certain rate increases filed
during the year were just and reasonable. These involved trade be-
tween Atlantic, Gulf and Pacific Coasts and Hawaii, U.S. West
Coast and Alaska, Atlantie and Pacific Coast and Guam, and the
Pacific Coast and Puerto Rico. The Board, in instituting each of
the foregoing rate investigations, ordered that no changes should be
made in the rates under investigation during the pendency of the pro-
ceeding unless special permission therefor was granted by the Board.
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Furthermore, in instances where the increased rates were not sus-
pended, the Board ordered the carriers to keep account of all monies
collected under the rate increases, and to refund to the person who
paid the freight any portion thereof which the Board may later find
to be unjust or unreasonable, The Board further instituted, on its
own motion, an investigation and hearing into the reasonableness and
lawfulness of single factor container freight tariffs which include
pickup within port areas in the United States (Docket 912).

Freight forwarders

The number of ocean freight forwarders registered pursuant to
existing requirements increased during the year to 1,585, Issuance
of the annual publication of registered ocean freight forwarders has
been held in abeyance in the interest of economy due to the imminence
of new legislation and/or independent Board action, either of which
may require each registered forwarder to apply for a license or re-
register in accordance with new regulations to be established by the
Board.

Proposed legislation requiring the Tederal Maritime Board to
license and further regulate ocean freight forwarders (H.R. 5068)
passed the House of Representatives August 17, 1959. On June 24,
1960, the Senate Interstate and Foreign Commerce Committee ordered
an amended version of the bill reported to the Senate. This legisla-
tion was on the Senate Calendar for consideration at the end of the
fiseal year,

Terminal tariffs

A total of 2,459 tariff filings was received and examined, to the
extent possible with available manpower resources, an increase of 364
over the previous year. ‘LThere were 14 informal complaints pending
at the beginning of the year, and 55 more were received; 56 of these
were brought o a satisfactory conclusion during the year, and there
are now 13 pending.

Of particular significance was the Port of Philadelphia Marine
Terminal Association Terminal Tariff No. 1, filed pursuant to an ap-
proved agreement, which included a provision which required that
all truck loading and unloading be performed exclusively by the
terminal operators. This provision was the subject of a formal com-
plaint (Docket 902) with the Board on the basis that it constitutes
a separate agreement which has not been approved pursuant to sec-
tion 15 of the Shipping Act. Further, the U.S. District Court for
the Eastern District of Pennsylvania granted a preliminary injunc-
tion against enforcement of the provision. The terminal association
modified its exclusive truck Joading and unloading rule and it is ex-
pected that the court injunctions and Board proceeding will be dis-
missed. Also of importance was the Fmpire State Highway Trans-
portation Associntion. Ine.. and New Jersey Motor Trueck Nssociation,
Ine.v. Americon Export Lines, Inc., et al., in Docket No. 894, in which
it was alleged that the reissuance of a tariff constitutes a new un-
approved agreement. In the dismissal of this complaint the Board
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stated that it and its predecessors consistently have held that the
issuance and modifications of tariffs pursuant to an approved basic
agreement are not new agreements, or modifications of agreements
requiring prior section 15 approval. The Empire State Highway
Transportation Association, Inc., has filed an exception to this deci-
sion with the U.S. Court of Appeals, which is pending.

The Board initiated, on its own motion, investigations (Dockets
871 and 879) into the practices of allowing free storage by Dacific Far
East Line, Trans-Oceanic Agencies, States Steamship Co. and
Howard Terminals at the ports of Stockton and Qakland, Calif.,
respectively, and allowing free storage by the port of Longview
Commission at the port of Longview, Wash.

The Board’s investigation (Docket 816) of the general practices,
charges, services, definitions, and agreements of terminal operators
at Atlantic and Gulf ports was pending at the close of the fiscal year.

Proceedings Before Hearing Examiners

At the beginning of the fiscal year, 795 formal proceedings were
pending, and there were filed during the fiscal year 131 regulatory
and 24 subsidy cases; 1 case was returned to the docket for further
proceeding by court remand; in addition, 3 cases were appealed to
the court, 1 is pending decision under section 805(a), Merchant
Marine Act, 1936, 1 is pending clarification of Board’s decision, and
1 case is pending reconsiderasion of Board’s decision, making a total
of 957 cases. The Board and/or Administrator heard oral argument
on 15 cages, the Administrator or Deputy Administrator held 11
hearings, and final reports were issued in 36 cases. Twenty cases
were disposed of by the Board without report. The examiners con-
ducted 36 hearings and issued 23 rvecommended and/or initial
decisions.

Final decisions of the Board and/or Administrator

Docket No. 807-—Atlantic & Guif-Puerto Rico General Imcrcase in Rates &
Oharges. The Board found the rates between North Atlantic and Gulf ports
of the United States and Puerto Rico, as increased 15 percent with minimum
increase of 6 cents per cubic foot or 12 cents per 100 pounds in Januwary 1957,
and as further increased by 12 percent in January 1958, to be just and
reasonable.

Docket No. 827—Philip R. Consolo v. Flote Mercanie Grancolombiong, S.A—
Docket No. 835—Flote Mercante Grancolombiona, 8.4 —Carriage of Bonanas
from Fcuador to the United States—Docket No. 841—Banana Distributors, Inc.
v. Flote Mercante Grancolombiona, 8.A. It was found that respondent, in the
operation of vessels beiween ports on the west coast of South America and
norts on the north Atlantic coast of the United States and beiween ports on
the west coast of South America and U.S. Gulf of Mexico ports, was 4 comtaon
carrier by water, and therefore subject to the provisions of the 1916 Shipping
Act. Respondent's practice of contracting all of ifs refrigerated space on its
vessels operating between ports in Ecwador and ports om the north Atlantic
coast of the United States to one banana shipper to the execlusion of other
qualified banana shippers, found to be unjusily discriminatory im violation of
section 14 Fourth, Shipping Act, 1916, and unduly and unreasonably prejudicial
and disadvantageous in violation of section 18 First of the Act. Forward
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booking arrangements of periods not to exceed 2 years, entered into pursuant
to just and reagonable regulations and practices relating to the receiving,
handling, stowing, transporting, and discharging of bananas, under which
respondent’s refrigerated space would be equitably prorated among gqualified
banana shippers, found not to be unjustly diseriminatory in violation of
gections 14 Fourth and 16 First, Shipping Act, 1918. Docket Nos. 827 and 841
were held open on question of reparation.

Docket No. 830—Agreements Nos. 8285 and 8225-1, Between Grealer Baton
Rouge Port Commission and Cargill, Ino. Agreement No. 8225 between Greater
Baton Rouge Port Commission and Cargill, Inc, which leases the port’s grain
elevator to operate as a public terminal facility, and under which it is granted
certain exclusive and preferential rights, was found subject to the filing and
approval requirements of section 15 of the Shipping Aect, 1918. Cargill effectuated
Agreement No, 8225 prior to filing with, and approval by, the Board in violation
of section 15, Shipping Aect, 1916, but upon finding Agreement 8225 not unjustly
diseriminatory or unfair or detrimental to the commerce of the United States,
or in violation of the Shipping Aect, 1916, the Board approved said Agreement.
Agreement No. 8225-1, a modification of Agreement No. 8225, creating a
monopoly in grain stevedoring in respondent Cargill, would operate to the
detriment of the commerce of the United States, and would be an unjust and
unreasonable practice relating to the receiving, handling, and storing of property
in violation of section 17, Shipping Act, 1216, and was not approved by the
Board.

Docket No. 833—»Maatschappij “Zectransport” N. V. (Oranje Line) et al. v.
Anchor Line Iimited et al—Docket No. 834—Agreement No. 8400, Between
Anchor Line, Limited, The Bristol City Line of Steamships Litd., ef al.—Docket
No. 840—Pctition of Anchor Line Ltd., et al.—Pariies to Agreement No. 8400—
Docket No. 843—In the Matter of Agrcement No. 8440, Between Anchor Line
Litd., The Bristol City Line of Steamships Ltd., et al., end the Protest of Oranje
Line, et al., Against Approval Thereof. The Board dismissed the complaint
in Docket No. 833 upon finding that respondents have not been shown to have
engaged in concerted rate action, cooperative pooling and sailing arrangements,
or a conspiracy to drive complainants from the United States Great Lakes-
United Kingdom trade, in viclation of sections 14 Second and 15, Shipping Act,
1916. In Dockets Nos. 834 and 843, it was found that approval of Agreements
Nos. 8400 and 8440 in substantially the same trade areas as is covered by
existing approved agreements would be detrimental to the commerce of the
United States. The agreements were not approved and the proceedings were
discontinued., In Docket No, 810, upon petition, it was found that the Board
has power to act, under the 1916 Shipping Act with respect to Agreements Nos.
8130 and 8140 covering the trades between United States and Canadian Great
Lakes ports and ports on the St. Lawrence River, Nova Scotia, Newfoundland,
and New DBrunswick, on the one hand, and ports of the United Xingdom on
the other, notwithstanding that the agreements embrace also the foreign com-
merce of nationg other than the United States; and that the subject agreements
bave not been shown to be detrimental to the commerce of the United States
or otherwise in contravention of the Shipping Act. The petition was denied.

Docket No. 867—Proportional Commodity Rates on Cigarettes ond Tobuaceo,
Upon finding proposed proportional commodity rates on cigarettes, cigars, and
tobacco from New York, N.¥Y. (Port Newark, N.J.), to Ponce and San Juan, P.R,,
to be unduly preferential of the port of New York, and unduly prejudicial to
the port of Baltimore, in violation of section 16 of the Shipping Act, the Board
ordered the proposed rates canceled, and the proceeding discontinued.

Docket No, S-57—S8tates Marine Corp, & States Marine Corp. of Delaware—
Application for Operating-Dijferential Subsidy in the Tri-Continent Service,
Uinited States Pacific Coast/Far East Services and United Btaies Guilf Coagst/
Mediterranean Service. Petitions for reconsideration of the decision made by

the Board on February 18, 1959, in this proceeding filed by Pacific Far East
Line, Inc., U.8. Linea Co., American President Lines, Ltd., Lykes Bros. Steam-
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ship Co., Inc, and the Commission of Public Docks of the city of Portland,
Oreg., were denied by the Board in a supplemental report.

Docket No. 857 (Sub. No. 3)—Sitates Marine Iines, Inc.—Wavier Under
Section 804, Merchant Marine Act, 1936. Special circumstances and good cause
shown under section 804, Merchant Marine Act, 1936, to permit (1) ownership
and/or operation by Global Bulk Transport Corp. of 21 specified vessels in
specified bulk frades; (2) ownership and operation by Navegacion del Pacifico
of certain Mexican-flag vessels to provide lighter services at Guaymas and
La Yaz Mexico; (3) chartering by Isthmian Lines, Inc., of foreign-flag vessels
for use as lighters in the Persian Gulf; and (4) Global Bulk Transport Corp.
to act as husbanding agent in the United States for Reardon Smith & Sons, Ltd.
The Board granted waivers of 2 years subject to caneellation upon 90 days’
notice to the operator.

Docket No. 8-57 (Sub. No. 4)—States Marine Lines Inc—Applications Under
Section 805(ea). The Board on February 4, 1960, granted written permission
under section 805(a) of the Act to States Marine Lines, Ine., permitting con-
tinuance, in the event an operating-differential subsidy is awarded States Marine
Lines, Inc, for the operation of the 88 Texon, a tanker owned by Qil Transport,
Ine., in the fransportation of chemicals, petro-chemicals and lubricating oil in
domestic commerce between U.S, Pacific ports on the one hand and U.8. Gulf
and Atlantic ports oh the ofher. Granting of the permission found not to result
in unfair competition to any person, firm or corporafion operating exclusively
in the coastwise or intercoastal serviee, and not prejudicial to the objects and
policy of the Act.

Docket No, S-67—T. J. McOarthy Steamship Co—Application for Section
805(a) Permission. 'The Board found that the continuation of an automobile
carrying service between Detroit and Cleveland and between Detroit and Buffalo
by T. J. McCarthy Steamship Co., in the event it is awarded an operating-differ-
ential subsidy contraet, does not constitute wunfair competition to any person,
firm, or corporation operating exclusively in the coastwise or intercosstal serv-
ice, or is prejudicial to the objects and policy of the Act, and written permission
for the continnation ¢of such service, in the event subsidy is awarded, was
granted. Continnation of a bulk cargo service, relating to ore and coal as pres-
ently constifuted, beiween United States ports on the Great Lakes, in the event
an operating-differential subsidy contract is awarded, was found to be preju-
dicial to the object and policy of the Act, and written permission for the con-
tinnation of such service in the event subsidy is awarded was denied. In a
supplemental report, the Board granted written permission for the continuation
of bulk service limited to coal and ore, between U.8. ports on the Great Lakes,
until December 31, 1961,

Docket No. 8-T2—Isthmion Lines, Inc—Application for Operating-Differen-
tial Subsidy Agreement—Docket No. 8-Td—American President Lines, Lid.—
Applicetion for Increase in Subsidized Sailings, Round-The-World-Service—
Docket No. S-T5--American Epport Lines, Inc—Application for Increased Sail-
ings on Trade Route 18; Ceniral Gulf Steamship Corp. Application for Operal-
ing-Differential Subsidy. The Board concluded that section 605(¢), Merchant
Marine Act, does not interpose a bar to the award of subsidy to Isthmian Lines,
Ine, for the operation of up fo a maximum of 28 sailings a year in its proposed
Westbound Round-the-World service. Subsidy for operation of more than 28
sailings per year was barred. Upon analysis of the present and authorized serv-
ice on American President Lines Westbound Round-the-World route, it was
concluded that service by vessels of U.B. registry was adequate and that in the
accomplishment of the purposes and policy of the Act additional vessels should
not be operated thereon. Section 605(c) was found to bar award of an operat-
ing-differential subsidy contract to American President Lines for operation of
additional vessels on such service. Inbound service provided by vessels of 1.8,
registry from the Red Sea and Gulf of Aden to U.S. North Atlantic and Cali-
fornia ports was found inadequate and 605(c) of the Act is not a bar to modi-
fication of American President Lines operating-differential subsidy contract for
the operation of its existing Westbound Round-the-World vessels in such service,
U.8. flag service to India, Pakistan, and Ceylon provided by the 16 annual =ail-
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ings in the existing service of Isthmian Lines, Inc, was found inadequate to the
extent of 8§ sailings per year, and that in the accomplishment of the purposes and
policy of the Act, additional vessels should be operated thereon. Section 603(c)
of the Act does not interpose & bar to the award of subsidy to Isthmian for its
existing India, Pakistan, and Ceylon service, but does bar subsidy for the opera-
tion of additional vessels thereon for service in excess of 24 sailings per year.
Section 605 (e) does not inlerpose a bar to the award of subsidy to Isthmian for
its existing Persian Gulf service of 14 sailings per year. Neither Central Gulf
Steamship Corp. nor American Export Lines is operafing an existing service in
the Persian Gulf service, and service already provided by U.8.-flag vessels is in-
adequate to the extent of 20 sailings per year over Isthmian’s existing 14 sallings.
Section 605(c) of the Act does not interpose a bar to the award of subsidy for
the operation of such additional vessels thereon. Determination of which of
the three applicants may be granted subsidy contracts for the additional 20
sailings must be made under sections of the Act other than 605(c). Permission
under section 805(a) of the Act was granted for continnation of Isthmian’s At-
lantic-Gulf/Hawaii service, and States Marine’s Pacific Coast to Atlantic Coast
lamber service, they being found not prejudicial to the objects and policy of the
Act,

Docket No. S-73—Waterman Steamship Corp—Application for Operating-
Differential Subsidy (Section 605(¢) Issues Only). On four services the Board
found that section 605(c), Merchant Marine Act, 1936, does not inferpose a
bar to the granting of an operating-differential subsidy contract to Waterman
Steamship Corp. for the operation of vessels in the following services: (1) U.8.
Gulf/U.K. and Continent service between U.S, poris (Key West to Mexjcan
border) and ports in the United Kingdom, Bire, and continental Europe north
of Portugal, with the privilege of calling approximately 1 safling per month
outbound only at North Atlantic ports for cargo destined to continental IHurope
north of Portugal (but not including Baltic and Scandinavian ports)—30 to
42 sailings per year; (2) Guif-California/Far East—Westbound from T.S.
Gulf ports (Key West/Mexican border) via Panama Cuanal, completing at Cali-
fornia ports, to Far East (Japan, Formosa, the Philippines, and the continent
of Asig from Union of Soviet Socialist Republics to Siam, inclusive) ; eastbound
from Far East to U.8., Atlantic and Gulf ports—18 to 30 sailings per year; (3)
Pacific coast/Far East service between California, Washington, and Oregon
ports and ports in the Far East, with approximately 1 sailing per month last
from California ports and I sailing per month last from Washington and Oregon
ports, the third monthly sailing usually ealling at both California, Washington,
and Oregon ports, alternating each month its last call at such areas—30 to
42 sailings per year; {(4) U.8. North Atlantic/Continent service between U.S.
North Atlantie ports (Maine-Virginia inclusive) and ports in continental Turope
north of Portugal (but not including Baltic and Scandinavian ports—I18 to
30 sailings per year.

Docket No. S—T78—4mcrican President Lines, Lid.—Application Under Section
805(a), Merchant Marine Act, 1936. Written perinission under section 805(a)
was granted American President Lines by the Board to operate its proposed
“guperliner” 88 Pregident Washington (and in the inferim the 88 President
Hoover) in the California-Hawaii passenger trade, subject to certain limita-
tions: and “grandfather rights” of American President Lines, under the proviso
of section 803(a), regarding the operations of its transpacific passenger vessels
in the California-Hawail passenger trade, were determined.

Docket No. S-81—Prudential Sitcamship Corp—Application for Operaiing-
Differential Subsidy on Trade Route No. 10. It was found that the present
service on Trade Route No. 10 by vessels of .8, registry is inadeqguate, within
the meaning of section 6035 (¢), Merchant Marine Act, 1836, and in the accomplish-
ment of the purposes and policy of the Act additional vessels of U.S. registry
should be operated thereon. Section 603(c¢) does nof interpose a bar to the
granting of an operating-differential subsidy contract to Prudential for the
operation of vessels on Trade Route No. 10 between North Atlantic ports and
ports in Mediterranean Sea, Black Sea, Portugal, Spain South of Portugal, and
Spanish and French Morocco.
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Docket No. 8-83—Gulf & South Americen Steamship Co., Inc—Application
Under Section 605(¢), Merchant Marine Aect, 1936. The Board found that (1)
the additional serviee proposed by Gulf & South American Steamship Co., Ine.,
between U.8. Gulf ports other than New Orleans and the Panama Canal Zone
should be permitted since the service provided by vessels of U.S. registry between
Gulf ports other than New Orleans on the one hand, and the Panama Canal
Zone on the other, and in the northbound service from the Panama Canal Zone
to New Orleans, was found inadequate and section 605(e) does not interpose a
bar to the granting of the permission requested by Gulf & South American
Steamship Co., Inc., for such services; and (2} the service already provided
by vessels of U.8. registry in the southbound service from New Orleans fo the
Panama Canal Zone, except for cargoes which United Fruit Co. refuses to carry
in its refrigerated vessels, was adequately served, and in the accomplishment
of the purposes and policy of the Act the additional service proposed by Gulf
& South American Steamship Co., Inc., should not be permitted ; however, sec-
tion 605(¢) does not interpose a bar to the carriage of cargoes which United
Truit Co. refuses to carry in its refrigerated vessels, southbound from New
Orleans fo the Panama Canal Zone, provided that special permission for such
cargo movement ig granted by the Maritime Administrator.

Applications under section 805(a), Merchant Marine det, 1936: Docket No.
8-88—0ceanic Steamship Co.; Docket No. 8-96—Moore-MeCormack Lines, Ine.;
Docket No. S-9T-—American President Limes, Lid.; Docket No. S-09—TFarrell
Lines, Ine.; Docket No. 8-100—Moore-MeCormaek Lines, Inc.; Docket No. 8-
102—PFRarrell Lines Ime.; Docket No. S-107—Moore-McCormack Lines, Ino.;
Docket No. $-108—Moore-McCOormack Lines, Inc.; Docket No. S-109—Farrell
Lines, Inc.; Docket No. §-110—Pacific Fur BEast Line, Inc.; Docket No. 8-111—
Moore-MoOormack Lines, Ine.; and Docket No, 8-112---Moore-McCormack Lincs,
Ine. The foregoing dockets all involved subsidized operators applications for
permissions, under section 800(a), to engage in the coastwise or intercoastal
trade; each operator’s application requested permission for one voyage, exeept
in docket 8—110 which covered one and possibly two voyages. Permissions were
granted, sinee it was found that under each specific circumstance the granting
of the permission wag found not to result in unfair competition to any person,
firm, or corporation engaged exclusively in the coastwise or intercoastal trade
and not to be prejudicial to the objects and policy of the Merchant Marine Act,
1936.

Docket No. 8-106—American President Lines, Lid—Application Under Sec-
tion 805(a), Merchant Marine Act, 1936, s Amended. The Board accepted
the examiner’s decision as its final decision and granted written permission
under section 805(a) for the operation or charter (upon f{ime or barebhoat terms)
of tanker vessels by Signal 0il & Gas Co., or by any division or subsidiary there-
of, for the carriage of petroleum produets in the domestic intercoastal or coast-
wise service, since granting of permission was found not to result in unfair
competition to any person, firm, or corporation operating exclusively in the coast-
wise or intercoastal service, and not prejudicial to the objectives and policy of the
Merchant Marine Act, 1936.

Special Docket No. 242—Kelchikan Spruce Mills v. Coastwise Line. The
examiner’s decision became the final decision of the Board, denying the appli-
cation of respondent to pay reparation to complainant since it was found that
the rate charged by respondent on a shipment of insulating material from Long
Beach, Calif., to Seward, Alaska, destined to Fairbanks, Alaska, was not shown

to be unreasonable.

Recommended Decisions of Hearing Examiners

Docket No. T65—Investigation of Practices, Operations, Actions, and Agree-
ments of Ocean Freight Forwarders and Related Matters, and Proposed Revision
of General Order 72 (46 CFR 244)—Docket No. 831—Investigation of Practices
and Agreements of Common Carriers by Water in Connection With Paymoent of
Brokerage or Other Fees to Ocean Freight Forwarders and Freighl Brokers.
It was found in these proceedings, which were consolidated for hearing, that
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performance by forwarders of forwarding services free or at noncompengatory
charges to shippers, and receipt of fees or commissions from carriers on the
shipments, constitute indirect rebating in violation of section 18 of the Shipping
Aet, 1916 ; that performance by carriers of forwarding services free or at non-
compensatory charges to shippers constitutes direct rebating in violation of
section 16, Second, of the Aet; and that forwarders, in assessing charges to
shippers in varying amounts, adding disguised markups to accessorial charges in
some cases and not in others, and performing forwarding services free or at
noncompensatory charges for some shippers and not others, give undue or un-
reasonable preference to some shippers and subjeet others to undue or unreason-
able prejudice or disadvantage in violation of section 16, First, of the Act, and
engage in unjust and unreasonable practices in violation of section 17 of the
Act. Violations of the Act, as found, occurred regularly in the performance of
forwarding services, and regulations to prevent the continuance and recurrence
of such violations are proposed for adoption. In addition, forwarders apd car-
riers were found to have entered into, and conducted operations under, agree-
ments or arrangements providing for the regulation of competition, pooling or
apportioning of earnings, or cooperative working arrangements, without prior
approval of the Board, in violation of section 15 of the Act, and a cease and
desist order should be entered. The findings in prior decisions, cited in order
No. 831, that agreements between carriers prohibiting payment of brokerage,
or limiting brokerage to less than 114 percent of freight charges, are or would
be detrimental to the commerce of the United States, found no longer valid, and
orders in prior decisions should be vacated.

Docket No. 802—Misclassification and Mishilling of Glass Tumblers and Other
Manufactured Qlassware Items as Bottles or Jars, Emptly, Glass. Respondents
Bartlett-Coliins Co. and Houston Freight Forwarding Co. found to have know-
ingly and wilfully misclassified shipments of glass tumblers and other glassware
iteins, obtaining transportation by water from the United States to Venezuela
at rates less than otherwise would have been applicable, in violation of section
16 of the Shipping Act, 1916, and this matter should be referred to the Depart-
ment of Justice for appropriate action. Respondents Lykes Bros, Steamship
(0., Ine., Royal Netherlands Steamship Co., and Compania Anonima Venezolana
de Navegacion, not shown to have allowed persons to obtain transportation
for property at less than the regular rates by means of failse classification, in
violation of section 16, Second, of the Act, and the proceeding ag to these
respondents should be dismissed.

Docket No. 815—Common Carriers by Water—Status of Express Companies,
Truck Lines gnd Other Non-Vessel Carricrs. It was found that any person
who holds himself out by the establishment and maintenance of tariffs, by
advertisement and solicitation, and otherwise, to provide transportation for hire
by water in interstate or iforeign commerce, as defined in the Shipping Act,
1916; assumes responsibility for safe water tramsportation of shipments; and
arranges in his own name with underlying water carriers for the performance
of such transportation, whether or not owning or controlling the means by
which such transportation is effected, is a common carrier by water as defined
in the above Act, and as such is eligible to enter intc agreements, as contem-
plated in section 15 of the Act, with other common carriers by water and with
other persons subject to the Acl. Status of individual respondents determined
in accordance with the above conclusion.

Docket No. 819—Absorption or Equalization of Inland Freight Charges in
Connection With Transportation By Wafer of Explosives. In this proceeding,
it was found that respondent E, I. du Pont de Nemours & Co. knowingly obtained
transportation by water for certain shipments of explosives at less than the rates
or charges otherwise applicable, by means of an unjust or unfair device, in
violation of section 16 of the 1916 Shipping Aet. Respondents, Pacific Far East
Line, Ine., and Grace Line Inc., found not shown to have allowed the shipper to
obtain tramsportation of explosives for less than the regular rates by means of
an unjust or unfair device or means, or to have given undue or unreasonable
preference or advantage to shipper or subjected other shippers of explosives
to undue or unreasonable prejudice or digadvantage, or to have unjustly dis-
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criminated between shippers of explogives, in violation of sections 16 and 17
of the Shipping Act, 1916, and the proceeding as to these respondents should be
dismissed.

Docket No. B48—0OTassification of Paper Products by Rubin, Rubin & Rubin
Corp., N. N. Serper & Co., and Academy Forwoarding Corp. Respondents Rubin,
Rubin & Rubin Corp. and N. N. Serper & Co., shippers, found to have falsely
classified, knowingly and wilfully, shipments of paper products to obfain transg-
portation by water at less than the rafes or charges which otherwise would be
applicable, in violation of section 16 of the 1916 Shipping Act. Respondent
Academy Forwarding Corp., a Torwarder, was not shown to have falsely classi-
fled, knowingly and wilfully, shipments of paper produects to obtain transporta-
tion by water at less tham the rate or charges which otherwise would be
applicable.

Docket No. 849—Agreement and Practices Pertaining to Freighling Agrecment
Gulf and South Atlgntic Hovana Steamship Confercnce (dgreement No. f188) ;
Docket No. 851—In the Matier of Approval of Article 1 of Freighting Agreement
(G-13) of Guilf and South Atlentic Hovana Steamship Confercnce (Agreement
No. 4188)-~Docket No. 854—Swift & Co. and Swift and Co. Packers v. Gulf and
South Atlantic Havana Steamship Conference, et ¢l. The attempt of Guif and
South Atlantic IIavana Steamship Conference fo impose routing restrictions on
shipments to Cuba from inland river ports (St. Louis, Mo.), which it does not
gerve, through application of a dual rate system, was found illegal. Such use
of a dual rate system found unauthorized by existing agreements, and therefore
in violation of section 15 of the Shipping Act; such use or proposed use found
not only in contravention of section 15, but also illegal on other greunds.
Reparation should be awarded on certain shipments, and denied on others.

Docket No. 803—Raymond International, Ine. v. Venezuele Line. It was not
shown that the rate eharged on a shipment of fibre concrete forms from the
port of New York, N.Y., to Las Piedras, Venezuela, was in violation of sections
15, 16, or 17 of the Shipping Act, 1916 ; found that reparation should be denied,
and the complaint dismissed.

Docket No. 8-60 (Sub., No. 2)—Isbrendtsen Co., Inc—Waiver Under Section
804 Merchani Marine Act—Docket No. S-64 (Sub. No. 1)—Istrandtsen COo.,
Ine—Waiver Under Section 804 Merchant iAlerine Act. 1936. Special circum-
stances and good cause are shown to permit continuance of a stock interest held
by Jakob Isbrandisen, president of applicant, in Canadian Foreign Steamship
Co., Ltd., and the waiver therefor sought by Isbrandisen Co., Inc. should be
granted,

Docket No. S-T3—Waterman Sleamship Corp.—Application for Operaling-
Differential Subsidy (As to Section 805(a) Issues Only). It was found (1)
that Waterman (Puerto Rico) should be given permission to continue to operate
in the U.B. Gulf/Puerto Rico trade subject to certain limitations; Waterman
(P.R.) and its predecessor in interest also found to have certain “grandfather
rights” in the operations of this service; and certain charter and agency agree-
ments befween Waterman and Waterman (P.R.) approved; (2) Waterman
Steamship Corp. given permission to operate its New York/Puerto Rieo trailer-
ship service of Pan Atlantic; certain financial arrangements between and aniong
MeLean, Waterman, Pan-Atlantic, Coastal, Beauregard, and Sea-Land approved ;
(8)Waterman Steamship Corp. given permdssion to continue its Jacksonville/
Puerto Rico service and its Jacksonville/New York service of Pan-Aflantic;
{4) Waterman Steamship Corp. given permission to continue fo operate its New
York/New Orleans Southbound service of Pan-Atlantic, it having been found to
have “grandfather rights,” its Northbound service was voluntarily abandoned
19556-58, and no “grandfather righis” found to exist; permission granted covering
weekly service to Miami, Tampa, and Jacksonville by Pan-Atlantic vessels serv-
ing the New York/New Orleans trade; and (5) Waterman Steamship Corp.
granted permission to continue to operate its New York/Houston service of
Pan-Atlantic. ¥urther, it was held that intervening railroads have no standing
a5 compefitors in thig proceeding to challenge the requested permissions. It
was found that the granting of such permissions did not result im unfair com-
petition to any person operating exclusively in the coastwise or intercoastal
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trade and was not prejudicial to the objects and policy of the Merchant Marine
Act of 1936.

Docket No. S-89—American Mail Line Lid., et al—Applications for Cross-
Trading Privileges on the Pacific Coast. It was found that American Mail
Line Ltd., American President Lines, Ltd., and Pacific Far East Line, Ine., are
not operating existing services on Trade Route 29 in the manner preoposed in
their applications. Existing U.8.-flag service on Trade Route 29 is adequate, and
section 605(c¢c) of the Act is a bar to the extension of applicants operating-
differential subsidy coutracts to cover the proposed services. U.S.-flag service
from the Pacific coast to Indonesia-Malaya has not been shown to be inadeguate,
and section 6053(c) of the Act is a bar to the modification of American Mail
Line's subsidy contract for the proposed service between such areas.

Docket No. S-91—Grace Line Ine—Application to Serve Port-Au-Prince,
Heiti, from U.8. Atlantic Ports. Since intervener Panama Line is not a citizen
of the United States under section 603(c), Merchant Marine Act, 1936, and the
service currently provided by vessels of U.S. registry in the North Atlantic/
Port-au-Prince trade is adequate, and in the aceomplishment of the purposes
and policy of the Act, additional vessels should not be operated thereon.

Examiners also issued decisions in Pockets Nos. 807, 867, S-57 (Sub. No. 3),
S-57 (SBub. No. 4), 8-73 (605(c)), S-81, 3-105 and Special Docket No. 242
deseribed above under “Final decisions of the Board and/or Administrator.”

Pending Proceedings

At the close of the fiscal year there were 901 pending proceedings,
of which 50 were initiated on the Board’s own motion, and the re-
mainder were instituted by formal complaints and applications filed
by conferences, trade associations, shippers, individual steamship
operators and others.
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Exhibit Z

FEBERAL MARITIME BOARD AND MARITIME ADMINISTRATION

DEPARTMENT OF COMMERCGE

Statement of Operations for the Years Ended June 30, 1960 and 1959

OPESATIONS OF MARITIME ADMINISTRATION: YEAR ENDED JUNE 30
perating activities:
Revente and reimbursements: 1950 1969
Maintenance of reserve feet vessels oo o oooneeo . - 31,701,308  $2,294,128
Maritime fraining progrom. - - - , 801 71,894
Operation of warehouses. .. - R - 80, 578 123,114
Maintenance of reserve shipyards._. - - 532,016 203, 468
2, 453, 793 2,692, 604
Costs and expenses:
Maintenanee of reserve fleet vessels. - 6,663, 829 8,004, 869
Maritime trawing program., - - 3,082, 191 2,740, 496
Ouveration of warehouses. __-. - 782,044 ,933
J#amtenance of reserve shipyards_.. - 714, 459 786, 579
11,192,523 12, 309, 877
Net costs and expenses:
Maintenance of reserve fleet vessels oo —ooooo oo __ 4,872,521 5, 710, 741
Maritime trefning program_ . . __________________ 3,032,300 2, 668, 602
Operation of warehouses. - <oc < wow o oo oo oo ooomo 651, 466 , 818
Maintenance of reserve shipyards. - omeeo—____ - 182, 443 583,111
8,738,730 9,617,273
Direct subsidies and costs atiributable to netlonal defense:
Estimated operating-differential subsidies (1046 6) . oo oueem oo 158,254,606 149,271, 496G
Adjustment of estimated recapturable sabsidies..______ " —342, 483 4, D08, 306
157,912,213 154,179, 802
Construction-diffcrential subsidies 873,085,021 » 28, 827, 262
Cost of national defense features. 1,326,176 334, 513
Cost of nationa? defense allocatio: 2, 83L, 726 863, 306
235, 755,156 184,204,883
Finenela} assistance to State Marine Sehools_. oo ooee oo 1,223,953 746, 294
Administrative expense - U, 19, 054, 987 9, 642, 265
Other costs and expenses:
Provision for estimated losses en serapping of obsolate vessels 147,774,350 ________.___
Loss on vessels sold, lost, or abandoned ... ____.______ 310,365 185,509,214
Loss on sgle of fixed assets, other than vessels 12,338,745 505, 347
Loss on szle of surplus material and serap. .- 1,166,437 481, 860
Inventory and other property adjustments.__ 62, —1, 345, 157
Research and tess... . - 1,351,064 1, 544, 654
Provislon for uncollectible accounts and notes recel T2,484 o
Miscellaneous N R - 227,141 153, 462
163, 503, 580 186, 849, 380
Other Income:
Interest earned on notes and mortgages receivable 6,778,984 7, 514, 647
Recoveries for use of national defense features on vessels sold..,_ 46,927 .
Miscellaneous - - - 722,413 519, 579
7,918, 324 8,034, 226
Other costs and 6XDENSES (et} n et o oo oo e mmmr e 155, 585,256 178, 818, 154
Net ecst of current year operations (note 4).._. - 411,358,022 283, 025, 869
ADIUSTMENTS APPLICABLE TO PRIOR YEARS:
Net charges arising from adjustments snd settlements related principally
to World War IT activities. - e ~815,717 1,730,887
Participation in profits of World War ¥I insurance syndicates. . —50, —125, 000
‘Write off of reserve for estimated claims In connection with vessels sold
under Merchant Ship Sales Act of 1946.___ - - —4,859,445
Adjustment of charter hire revenue of years prior tc 7/1/56. . - . —6,585,857
—865,717 —9,839,415
NEY Cosr OF MARITIME ADMINISTRATION OPERATIONS. _ oo 410,492,805 373, 186, 454
Net income (—loss) from National 8hipping Authority operations (schedute 1). —34R, 811 339,178
Net income from War Risk Insursnce Program. - -- 548,229 351, 681
Net income from Federal Ship Mortgage Insurance Prograii.._-.... - 2,038,417 620, 459
1,637,835 1,320, 318
NET C0sT 0F COMBINED OPERATIONS. e e e oo ee e meeevmaam

$408, 854, 470

s Includes reconstruction-differential subsidy of $4,828,227, 1960 and $7,065,416, 1959,
The notes to financial statements are an integral part of this statement
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Exhibit 3
FEDERAL MARITIME BOARD AND MARITIME ADMINISTRATION
DEPARTMENT OF COMMERCE

Statement of Equity of the United States Government for the Years Ended
June 30, 1960 and 1959

YEAR ENDED JUNE 30

1980 1968
BALANCE, BEGINNING OF YEAR R . $3,148,199,091 $4, 856,044,174
ADDITIONS:
Funds sppropriated by the Congress (funds for fiscal year 1958 exclude
$371,500 transferred to the Department of Commeree).—-oo«ueemonam- 301,039, 400 286, 908, 118
Recorded value of 9 vessels transferred from the Depariment of the
Navy in fiscal year 1960 {net of $20,320,375 koss on transferred vessels
gold for scrap) and 70 vesscls In fiseal year 1959 - mmmmmm e 67,943, 4158 341, 186, 244
Equipment, transferred from U.8. Governnent agencies (471 ) S 418, 1
Capitalization of dredging costs charged to cost of operationsin previous 103020
Fears.___ e mmmm e ee—c—mummmmmemmm—mm—ams  emmawme——m——— , 080,
Contributions recelved for constriotion of chape! at the U.8. Merchant
Marine Academy, Kings Point, N.Y _____. . - 25, 446 72,783
Adjustment of acedunts payable from prior year apprepriations ... 14,283 cmemmmemaemem
Expenditures from funds (—adjustment of} appropriated to the Secre-
tary of the Treasury for liguidation of obligations incurred against
funds of the War Shipping Administration prior to January 1, 1947__ —157 1,498, 732
Settlement of accounts payable by the General Accounting Cfice. —ae oo 9,
369, 440, 835 631, 542, 628
3. 517,639,926 &, 487, 586, 800
REDUCTIONS: .
Nt cost of operations (exhibif 2)_ _____. [ 408, 854, 470 371,866,136
Payments into General Fund of the U.8, Treasury oo _ans 52, (625, 987 49, 286, 520
Liability for wa%es of seamen and others, transferred from the General
Accounting Office - e mdsmAmmemmmmmmm—mma—amamm 6,980,621 oo
Recorded cost of 5 vessels transferred to the Department of the Navy in
fiseal year 1960 and 1 vessel in fiscal year 1859 o ooieaoen 6, 781, 532 10,082, 427

Unchligated balance of approptiations transferred to Treasury Depart-
ment {net of restoration of $2,125 in Ascal vear 1960 and $11,89% in fscal

L L) P T PP PR 9§, 438, 029 112, 304
Provision for estimated losses on serapping of obsolete vessels. _o-oooo cocenicaoo 1, 8%5. 000, 000
Recorded cost of 1 vessel transferred to the Department of the Air

o 2,854,098 1,971, 590
Part of the cost of the 8.8, Tulane, M.A Hull 32, constructed for and

delivered to the Department of the NV m oo o om o osmrmmmmmcmme memmmmmmeo oo 8, 881,482
Equipment donated to state ageneies. oo omcooomceiaem e cmamanaas 360, 937 300,198
Provision for estimated 1osses 0n Goubtful notes and accountis receivable

not previonsly recorded .o oo e 1,957,535
Materlals and supplies donated to state agencies.. 153, 581 119, 986

Adjustment of reserve estsblished to reduce the Talue of vessels by the
cost of the original complement of outfitting items and spare parts

that were removed during Prior FeATS.-macmammccoaeesmsomcmmcmmoms e ceeomas 04,297
Accounts receivable transferred to or (—) from U.5. Government
L T s YRRy ST T 67, 431 —138, 447

Inventorics of materials and supplies used In (~regovered from) the
Grain Storage Programm for the U.8, Department of Agrieultare, Pro-
duction and Marketing Administration, exciusive of expenditures of
34,460,508 1n fiscal yesr 1980 and $2,103,583 mn fiscal year 1950 which

Were FeiMbUTSeq . oo oo e ammmmmm e ot 60,127 —3,797
Madterials and supplies transferred to or (—) from U.8, Government

AZENCIES {HCE) o oot ema s oo 9, 837 —142, 542

485,107,460 2,339, 387,709

BALANCE, CLOSE OF YEAR. cussaranccamcmccemeammncocmitannverrr=nn-anan $3,032, 442, 466  $3, 148, 199, 091

51



Exhibit 4

FEDERAL MARITIME BOARD AND MARITIME ADMINISTRATION
DEPARTMENT OF COMMERCE

Statement of Sources and Application of Funds for the Year Ended

June 30, 1960
BOURCES:
Funds zppropriated by the Congress - . $301, 039, 400
Collections on mortgage Joans receivable. rramamma e —— - 28, 254, 386
Proceeds from sale of vesscls 0Wned . .. ol mmmmeaom—m oo 8,954, 316
Funds sdvsnced by other Governient agencles_ . &,748, 061
Proeeeds from sale of fixed azsets other than wessels. oo oo oo - 3,814, 220
Mobilization inventories transferred to warehouse stock... - 2,192, 537
Contributions received for constraction of chapel caueoaueeo. e mmm—ammmmmnmmmmmnn 25, 446
Total funds provided. ..o - _cenee - - $350,028, 366
APPLICATION:
Net cost of operations (per Statement of Operatlons) oo $408, 854, 470
Ttems considered in ntet cost of operations:
Provision for estimated losses on serapping of obsolete vessels.... —I147, 774, 350
Loss on fixed assets sold, Jost or abandoned
eSSBS, oo oo e o mm e mmcmammcmmmmm e mmAmm mmmmmmm s mmmmmemaa —310,365
Other - - —12,338, 745 .

8,431, 010
Payments into general fand of U.8, Treasuty - cm oo oo cmmeeen oeo—— 52,525,087
Expenditures for vessels owned and under constUCHOR oo ooeeo e 21, 511, 345
Liability for wages of seamex. and others, transferred from QGeneral Accounting Office... 6, 990, 521
‘Unehligated balaneo of apgmpriatmns transferred to U8, Trensury. oo o= , 438, 920

Expenditures for land and site development, structures and equipment inckiding con-

SEITCHION, i1 DEOGTRSS - - oo oo ommme o o m e A M 3,118,403
Working capital transferred to other U.S. Government agencies (het) - 276, 861,
Loan made by Federal Ship Mortgage Insurance Revolving FURA. o - oeoeooeaeoo- _—

Increase in working capital (Der SUINIMALY BelOW) o oo oo oo e m e

Total funds applied. . ---aaae A Amm e mmemradmmemamsm—— - amm———aw—————

Summary of Changes in Working Capital
Cﬂmméa 1IN WORKING

Year Enpkn JUNE 30 APITAL
1960 1959 Inoresse Decreate
ASSETS:
[0 (I $327, 111, 741 $307, 146, 331 $19, 965, 410
Advances. .- 790, 28 , 352, 571 $562, 276
Notoes and acco! 18,178,175 17,2186, 604 961, 571
Accrued interest_ .. 1, 588, 350 1,908, 092 316,733
Muterials and supp - 9, 652, 915 @, 247, 009 465, 906
Other assets- - 603, 482 1,218,293 614,818
Total - — o.-~ 857,924,967 338,088,000
LIsRILIIES: .
Acconnts payable and other liabilities ---- 8183,011,522 =173,751,381 9,260, 141
Net materminated voyage revenue- .. —- 26,042 20,261
5,781
Total_ e em b Aem——mmmmmm e m e 183,037,564 173,771, 642
WORFING CAPIRAL - o onmmmmmmem scmmmmmm e m e mmmm mmmm 174,887,403 164,317,258
INCREASE IN WOREING CAPITAL _ o avie oo immmoe oo oemmaimmm —mmmmcemen 10, 570, 145

$21, 382,887 §21,332, 887

» Dishursements of $55,071,227 in 1960 and $77,031,875 in 1959 for vessel construction cest for other Govern-
ment agencies oflset against Habilities for advapces received.

FEDERAL MARITIME BOARD AND MARITIME ADMINISTRATION

DEPARTMENT OF COMMERGE

Notes to Financial Statements—June 30, 1960 and 1959

1. 'T'ae halance sheets and the staseluents of operations indude iransactions recorded in the accounts
of certammn steamship companies which operated vessels for the Administration under General Agency
agreements.

g%‘- Mortgage loans receivable af June 30, 1959, included two maortgages with principal balance of $259,050
and acorned interest of $16,787 and af June 30, 1958, one mortgage with principal balance of $157,050 and
accrued interest of $3,195, which had been declared in defoult on or before those dates.

3. Inventories of materials and supplies are valued at stock catalog prices which represent cost ot esti-
mated cost to the Adminisiration, No consideration was given to the physical condition of the inventories
in establishing these prices.
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£, In accordance with generslly accepled accounting praciices of noncorporate Federal agencles the
fnancial statements do not include allowances for depreciation on tangible fixed assets. As a result of this
practice recorded losses on sales of fixed assets are greater, and other recorded net costs and expenses are
less than they would have been if depreciation were recognized in the accounts,

5. Included in vessels under construction at June 30, 1960, are 7 vessels with accrued construction costs
of $43,558,688, and at June 30, 1959, 11 vessels with acerued construction costs of $72,685,824 which have been
delivered to the Departmanf of the Navy. The value of these vessels will be transferred when total actual
construetion costs have been determined. )

6. The net opersting-differentisl subsidies payable fo each subsidized operator are determinable onty
after termination of the recapture period provided by the individusl contracts, generally a 10-year period.
Therefore the estimated recapture amount of $184,503,105 at June 30, 1060, and $184,352,785 at June 30,
1858, will be revised subsequently in the light of operating revenues or losses during the later years of the
congracts, The provision for operating-differential subsidies of $158,254,696 for the year onded Jume 20,
1960, snd $149,271,496 for the year ended June 30, 1959, includes debit adjustinents of approximately $1 mil-
lion for each period apg!igable to prior years.

7. The Maritime Admimstration was contingently liable under agreements Insuring morigages, con-
struction leans and accrued interest payable to lending institutions totaling $313,931,043 at Jume 30, 1960,
and $160,808,188 at Jumne 30, 1950. Commitments to insure additional loans andfor mort}% es amounted to
$135,058,354 at June 30, 1960, and $66,310,342 at June 30, 1958. At June 30, 1060, cash and U.S. Governtent
securities of $48,378,200 were held in escrow by the Government in connection with insurance of loans and
maortgages whick were financed by the sale of bonds to the general public.  This program was institated
during fiscal year 1960. There were also conditional liabilities for pre-lsunching War Risk Bullders Risk
Insurance of $110,297,885 at June 30, 1960, and $70,876,590 st June 30, 1959.

8, The Maritime Administration was contingently ﬁiab]q for undetermined amounts in connection with
settlements o be made under 362 claims against the Admmistration aggregatluisgi’,ﬁﬁﬁ,zﬁl at June 30, 1960,
and 448 claims aggregating $100,499,131 ot June 30, 1959. These unrecorded liahihities were partially offset
by unrecorded assets and claims receivable in connection with setilements to be made under 123 claims
1n favor of the Administration aggregating $5,176,653 at June 30, 1960, and 157 clairns sggregating $15,190,007
st Jung 30, 1950, Many of the claims both against or In favor of the Administration represent adjustments
of preliminary settlements and others require original determinations to be made. Based on previous
experience, it is anticipated that settlements of these claims will be made for amoeunts substantially less than
the gross amounts of the clafms.

9. The Administration has been granted authority by the Congress to emter {ato contracts for trainin,
of eadets at State Marine Schools prior o the appropriation of funds for that purpose. The total contraging)
obligation under this program was $2,488,603 including unfinanced contract authorization of $1,528,603 at
June 30, 1960, This program began in fiscal year 1960,

10, The Administration was ebligated to return to their owners U.8. Government seourities amounting
to $2,697,000 a2t June 30, 1960, and $4,142,000 at June 30, 1959. ‘These securities had beent aceepted from
vessel charterers, subsidized operators, and other contractors to assure perforinance under contracts, and are
held for satekeeping in the U.S. Treasury.

Schedule 1

FEDERAL MARITIME BOARD AND MARITIME ADMINISTRATION
DEPARTMENT OF COMMERCE

Statement of Operations of National Shipping Authority for the Years Ended
June 30, 1960 and 1959

SHIPPING OPERATIONS: YEAR ENDED JUNE 30

Vessels operated Ly general agents .
Terminated voyage results (terminated voyapes: 26, 1960; 36, 1959): 1860 1959

Revenue $3. 233, 250  $8, 265, 583

Expenses. ... 3,459,833 5,313,497

Gross profit from vessel Operations. . oceeiicccmccmeccmmceracamacean --326, 583 —47,914
Chartering of v08518 10 Ol 0TS - _ . eeciiannrecancsnmsecsiemnnaccstoimnsonias 270,172 849,320

Total gross 1ncome (—loss) from shipping operat{ons oo oo ciciaioaao oo 43, 589 801, 406

NONSHIPFING OPERATIONS:
Vessol reaetivalion Costs . oo oo e cdmcc et 360, 809 164, 682
Vesscl deactivation costs {(expense of restoning vessels to the reserve fest) . 34,031 338,927
Costs of testing and operation of X8 SAVANNAI 636,955 86, 758
Bl T LT 4 1 SV 332,786 76, 124

1, 363, 681 714,491

Less:
Reimbursement of vessel reactivation costs. ... 139 140, 152
Reimbursement of vessel deactivation costs
Raimbursement of costs of testing and operation of NS SAVANNAH 433,926 17, 212
Miscellaneous INCOMIe ..o oo oo oo e 799, 660 774,492

1,234,448 1,335,041

Net cost of nonshipping operations. ..o oo oo rcrarccwrcccamcr——ane 129,233  —621, 450
—85,644 1,422 856

ADMINISTRATIVE EXPENSES - o oo it e oo e ecmmmc e mcmmm e mmm 863,167 1,083, 678
NE? Incoue {~-Loss) sROM OPERATIONS.____ —$048,811  $330,178

53






APPENDIXES







APPENDIX A

Summary of Operating-Differential Subsidy Contracts as of June 30, 1960

Number of ships as-
signed a3 of Tune 30,
Expiration 1960
Name of operator date of agree-
ment
Passenger
sud cargo | Oargo
combination

American Export Lines, Inc. .o ... . ==a| Dee, 31,1070 & 24
American Mait Line Ltd . _____________________.___ —wua| Dec, 81,1978 ]
American President Lines, Ltd___. ----} Dec, 31,1976 5 18
Bloomfield Steamship Co. - ---| Dec. 81,1063 4
Farrell Lines, Inc... Deec, 31,1977 14
QGrace Line Ine. . . ———-} Dec, 31,1977 10 19
Qulf & Bouth American Steamship O0., ING oo ool Dea, 31,1978 5
Lykes Bros. Steamship Co., Inc e cam——ma——————— Deo. 31,1977
Mlssi%i\r))rpi Shippivg Co., Inc__.... Dee, 3 10
Moore-MeCormack Lines, Ine. 2 40
The Qveanic Steamship Co_. 2 4
Pacific Far East Line, Ine. .. 9
Prudential Steamship CorD. oo e oc oo oo eeeee ec. 31,1979 |.caaa PR, 5
States Steamship C0mmmunmvemmeme e e e e cmam——————— Dec. 31,1977 |ocmacccaoeee 13
U.8, Lines Co.:

Cargo service. .ooo... . Dec. 31,1069 fommmeaceanaa 53

88 AMERICA e e mmaeaeceeaemacemmmee————— Dec. 31,1961 | R S -

88 UNITED STATES. S June 20, 1967 i N T -
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APPENDIX B

Aid to Vessels Over 20 Years of Age Approved by the Federal Maritime Board
Under Section 605(b), Merchant Marine Act, 1936, as Amended

20 years [Scheduled
Company Vessel ofage | replace-
ment
APFPROVED DURING FISCAL YEAR 1960
Export Lines, Inc_ o oeoceiaa o EXFLORER. 1959 1963
Aumerioan Expo * EXOHANGE. 1960 1963
EXHIBITOR. .. 1960 1963
1960 1963
1960 1965
1963 1965
1963 1965 °
1963 1967
1964 1967
1963 1567
1664 1967
1665 1969
1965 1965
1965 1969
1666 1969
1966 1971
1561 1971
C MOLII‘:?F‘ VIOTORY i%% 18761
Prudentisl Steamship Corp. oo _____| MOLINE VICTORY . _._____..... 1966
P Lorp ATTLEBORO VICTORY __ 1955 1966
NEWBERRY VICTORY... 1065 1968
BIDDEFORD VICTORY.. 1965 1963
SAN ANGELO VICTORY .. __.. 1965 1968
ﬁ AMERICA 1660 1961
OOI‘e— g gmagk Ine L SR e Yt 3 t 2. B 1 Y apan V.Y o
LI I v b g | t AU PR
APPROVED IN PRIOR FISCAL YEARS
Amgerican Mafl Line, Ltd . oo oooomoooeeomee AMERIUAN MAIL ............... 1965 1968
OREGON 1965 1568
INDIA MAIL _____________________ 1663 1965
CANADA MAIL ... __. 1964 1965
American President Xdnes, Lid . oooeooaaoaoo | PRESIDENT HARRISON....___ 1963 1966
PRESIDENT JOHNSON_.___ 1963 1066
PRESIDENT VAN BUREN_ 1063 1566
PRESIDENT McEINLEY. __ 1966 1966
PRESIDENT MONER 1960 1963
PRESIDENT POLE. ... 1651 1063
PRESIDENT HOOVER. 1950 16961
PRESIDENT TAFT,._. 1065 1966
Farrell Lines, InC. e —uoe e AFRICAN PILOT._...._ 1964 1064
AFRICAN PATRIOT__ 1954 1964
AFRICAN GLEN_____ 19685 1965
AFRICAN PLANET. . 1966 1067
AFRICAN RAINBOW. 1966 1967
APRICAN CRESCENT. . 1066 1967
AFRICAN LIGHTNING._ 1967 1069
AFRICAN MOON 1067 1969
Chrace Line Ine. o oo SANTA MALTA . 1964 1867
SANTA MARIAN 1954 1967
SANTA REGINA_ 1963 1064
SANTA CRISTIN, 1965 1966
SANTA ALICIA.. 1965 1966
SANTA JUANA_ ... 1962 1967
SANTA ADELA._ .. 1962 1967
SANTA FLAVIA .. 1963 1967
SANTA ELIANA... 18964 1969
SANTA ANITA ____ 1964 1968
SAN’I‘A LEONOR ................ 1964 1969
SANTA - 1864 1968
SANTA ANA ...................... 1960 1064
. SANTA TERESA. 1960 1964
Gulf & South Amerlean Steamship Co., Inc.._.| GULF BANKER.__. 1964 1865
GULF SIIIPPER.____ 1954 1865
GULF MERCHANT 1964 1965
Lykes Bros. Steatnship Co., Ineo oo __ SUE LYKES. ... 1965 1066
FREDERICE LYKES 1960 19066
ALMERIA LYKES. __ 1965 1066
TILLIE LYEKES. _. 1965 1666
DOOTOR LYKES. . 1685 1966
NORMAN LYKES. 1965 1067
LIPSCOMB LYKES 1965 1967

58




Aid to Vessels Over 20 Years of Age Approved
Under Section 605(b), Merchant Marine Aet,

by the Federal Maritime Board
1936, as Amended—Continued

20 vears {Scheduled
Company Vessel of age | replaco~
ment
APPROVED IN PRIOR FISCAL YEARS—Continued

Liykes Bros. Steamship Co., Ine.—Continued HOWELL LYEKES. e ccaeccecaa 1960 1667
MALLORY LYKES_ [ 1963 1987
HELEN LY 5. - 1664 1967
SYLVIA LYKES.. -} 1665 1663
GQIBBES LYKEB.. .| 1964 1068
FRANK LYKES. 1964 1968
GENEVIEVE LYKE 1964 1868
MASON LYKES.... 1964 1968
BRINTON LYKES 1964 1569
SHIRLEY LYKES 1963 1960
1964 1969
1964 1970
1964 1970
ADABELLE LYX 1964 1979
Mississippt Bhipping Co., Inte.raemceee oo DEL VALLE R 1064 1966
DEL QRO 1964 1966
DEL BANTOSaaer e m————————— 1064 1906
1964 1985
1964 1964
1964 1964
Moore-MceCormack Lines, Inc. 1961 1962
1061 1962
1981 1962
1961 1962
1962 1963
1963 1963
1963 1963
1963 1963
1063 1964
1663 1964
..... 1963 1964
1963 1965
1964 1965
1064 1965
MO R\IACOWL 1064 1665
MOUMACWIND 1064 1966
MORMACWREN 1964 1966
MORMACOAE. ... 1964 1966
MORMAGCWAVE 1964 1966
MORMACEREY .. 1964 1067
MORMACBURFE. ... 1964 1967
ROBI\' GOQDFELLOW 1965 1968
AORNACQUIDE ... 1965 1968
ATORM &FPI\'IJ.-.. 065 1968
ROBIN HOOD 1965 1068
ATQRMAC MTAWE.. 1965 1969
AORMACELM .. 1965 1069
AMORMACPIO. .. 1965 1969
AMORMACTIR._____ 1965 1970
MORMACGULF. ... 1986 1970
AMORMACISLE ... 1966 1070
ATORMACDAYWN, 1066 1076
MORMACLAND. 1866 1671
ATONMMACINAIL 1966 1971
AORMACPENN 1866 1971
ATORIMACSAG! 1867 1971
Pacific Far East Line, Inc... .} GOLDEN MARINER . 197 1674
KORTAN BEAR. ... - 1975 1975
States Steamshin Couemaeeees .| CHINA TRANSPORT.. . 1963 1566
JAPAN TRANSPORT.. - 1961 1966
AMERICA TRAI\'SPORT.. . 1961 1967
PHILIPPINE TI'ANSPORT..... 1064 1067
P \CIFIC TRANSPORT... - 1965 1967
C. N e mamane ] 1973 1973
LT 1YL o S — \\TFRI(‘ AN PRODUCER. .i 1963 1964
AVERICAN PLANTER. - 1963 1964
AVERICAXN MILLER... - 1963 1965
AMERICAN SCIENTIST 1953 1965
AVIERICAN P-&CKER.-- 1963 149656
AMUERICAN CGIIEF, .. 1964 1966
AMERICAN BUILDER 1985 1906
A.\IERI(‘AN YETERAN. 1985 1966
AMEBERICAN PRESS. 1085 1066
AMERICAN FLYER. 19856 1966

AMERICAN MANUF
TURER . cmssmmmmmssniecsen 1985 1966
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Aid 1o Vessels Over 20 Years of Age Approved by the Federal Maritime Board
Under Section 605(b), Merchant Marine Act, 1936, as Amended—Continued

20 years [Scheduled
Conmpany Vessel ofzge | replace-
ment
APPROVED IN PRIOR FISCAL YEARS—Continued
T.8. Lines Co.—Centinued 1965 1966
14066 1966
1966 1968
963 1968
1964 1963
1964 1968
1965 1968
1965 1968
1965 1968
1965 1968
1965 1969
1965 1960
AMERICAN FORWARD 1966 1969
AMBRICAN IMPOQRTER._ 1966 1969
AMERICAN CLIPPER._. 1966 1969
AMERICAN SCOUT_____ - 1086 1968
AMERICAN TRAVELER.._ ____ 1866 1960
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APPENDIX G

Cash and Approved Securities on Deposit
in the Statutory Capital and Special Reserve Funds of Subsidized Operators

as of June 30, 1960
Operator Capital re- | Spesial re- Total
servefund | servefund
American Bonner Lines, Tne. oo mao VIS S SO
American Export Lines, I0C_ - - ceauavmmmmrevamcmevanac e ma §14, 645, 507 | $14, 054, 530 $28, 709, (46
American Mail Line, Lt{:d ..... - 6, 042, 908 7, 555, 284 13, 598,102
American President, Lines, Lid 1,728, 596 2,954,028 4,674,624
Bloomfeld Steamship Co__. 317, 224 821,082 1, 138, 306
Tarrell Lines, Inc. 9, 843, 920 1, 855, 492 11,609, 412

Grace Line Ine__ 12,908, 131 13, 662, 223 26, 570, 354
Gulf & South Ameriean Steamship Co., Inc - 2, 814, 577 3, 359, 729 5,674, 306
Lyikes Bros, Stegmship Co., Ine. 78, 386, 233 53

Mississippi Shipping Co., Inc. - 6, 558, 399 5 742, 199 12, 300,
Moore-McCormack Lines, Ine Q,663, 336 11,899,911 2%, 363, 247
Oceanic Steamship Co., The. ol laeoeeaneee 285 |oee il 285
Pycific Far East Line, Inc. —— 1,386,457 1,358,759 2, 740, 216
States Steamship Co _— 75%, 976 1,024, 587 1, 784, 563
United States Lines Co 19, 2686, 827 19,317, 543 38, 584, 370
Total 163, 814,376 | 131, 989, 929 2053, 804, 305

lln Latgfi e;ubsidized voyage terminated November 5, 1959 (Operating-Differential Subsldy ContractIter-
minated,

NoTE: Accrired mandaiory deposits applicable to the resitmption perfod (generally Jatt. 1, 1947 to Dec. 31,
1659), not included in the above, amount to approxitnately $42,204,504, comprising $11,231,358 applicable to
the ft_?)pm] Reserve Fund {depreclation), and $30,978,106 applicable to the Speclat Raserva Fund {ezcess
profits).
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