UNITED STATES
MARITIME COMMISSION

REPORT
TO CONGRESS

FOR THE PERIOD ENDED
OCTOBER 25

1937

UNITED STATES
GOYERNMENT PRINTING OFFICE

WASHINGTON @ 1938




UNITED STATES MARITIME COMMISSION

OFFICE: COMMERCE BUILDING,
WASHINGTON, D. C.

COMMISSIONERS

Josera P. Kennepy, Chairman
Emory 5. Lanp
* Epwarp C. Morax, JRr.
Hexry A. WiLey
TroMmas M. WoonwarD
W. C. Prer, Jr., Secretary.

i1




TABLE OF CONTENTS

Administrative organization. .. ... .
Rules and regulations. - - . ...
Vessel construction program _ .. .. ___.
Replacement of Lewdathan_ o o oo
C-2 design for eargo vessels_ o
Tanker constraction_ .. __ .o .. ____..___ e ———
Construction under long-term subsidy agreements_ ... ___
Construction for domestic commeree_._._______________________.__

Improvement of erew quarters_ _ . ... .
Establishment of Yabor standards_ .. .o
Effect of warlike sctivities_ L

Operating-differential subsidy agreements._____ .. ______. . ___o._____
TempOTary agreeIentS . oo o ot m ;o oo
Supplemental applications_ . ... ____.
Development of long-range subsidy program. .. . o __._._..
Long-term agreements. - o ... _.._...
BReport on granting financial ald to vessels over 20 years of age_____ _

Formal doeket e
Informal docket . . _

Agreements under section 15, Shipping Aet, 1916 ... . ___._
Interstate tariffs oo .. ... -
Toreign tariffs_ ... 3
Litigation and elaims_ ... ... ...
Insuranee .. . e
Transfer of vessel registry and sales tealiens_.___._____.___.__.____.__
Commission properties_ - _ ... ...

The laid-up fleet oo e
Terminals_ . e . e
Surplns ves<el equipnent. ... _______ . ______._______.__.._ __.
Housing properties . oo . e
Finaneial statement_ . _____ .. ..

Appendix Bl
Appendix Co.._ ... __._ ____. e e e

&
LL]
@

D@ ~TDH DG G W) =

23






LETTER OF TRANSMITTAL

Uniren STares MariTive CoMMISSION,
Washington, D. C., January 3, 1938.
To the Congress:

[ have the honor to present herewith the report of the United
States Maritime Commission from Qectober 26, 1936, the effective
date of the Merchant Marine Act, 1936, through October 25, 1937.
There 1s included also a summary of the operating-differential subsidy
agreements entered into as of January 1, 1938, and the new construc-
tion to be undertaken as part of its long-range program.

Section 208 of the act provides that “The Commission shall, at the
beginning of each regular wession, make a report to Congress, which
shall include the results of its investigations. a summary of its transac-
tions, its recommendations for legislation, a statement of all receipts
under this act, and the purpoeses for which all expenditures were
made.”

As the Congress convened in a special session on November 15,
1937, the Commission took the opportunity to submit at that time the
Economic Survey of the American Merchant Marine. The results of
its investigations were set forth therein together with the Commission’s
recommendations for legislation.

The accompanying report covers the remaining activities of the
Commission for the period under review,

Very sincerely yours,

JosEPH P, Kexxepy, Chairman,
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THE UNITED STATES MARITIME COMMISSION
INTRODUCTION

The United States Maritime Commission received from the Congress
a mandate to develop and maintain a merchant marine sufficient to
carry & substantial portion of the water-borne export and import
foreign commerce of the United States on the best-equipped, safest,
and most suitable type of vessels owned, operated, and constructed
by citizens of the United States, manned with a trained personnel,
and capable of serving as & naval and military auxiliary in time of war
or national emergency,

For the past 6 months the Commission has endeavored to develop
the policies instrumental in carrying out the projected program and to
establish a sound basis for their administration. The major problems
of the merchant marine from the standpoint of the national welfare and
the major obstacles to its development under present conditions have
been set forth in the Economic Survey of the American Merchant
Marine submitted to the Congress on November 10, 1937. Included
in that report are the results of the many investigations conducted
by the Commission in observance of the statutory instructions of
sections 210, 211, 212, and 213 of the Merchant Marine Act of 1936.

During the Commission’s brief tenure of office it has not been
possible to accomplish in a thorough fashion all the studies contem-
plated by the act. A report entitled “Aircraft and the Merchant
Marine” was transmitted to the Congress on November 13, 1937, and
a report on the scrapping or removal from service of old or obsolete
tonnage owned by the Uniled Staies on December 10, 1937, A report
on tramp shipping will shortly be completed. The study of the rela-
tive cost of construction or reconditioning of vessels in the shipyards
in the various coastal distriets of the United States, together with
recommendations on equalizing their competitive basis, remains in
preparation.

The Commission’s survey advanced nunerous suggrestions for assist-
mng the development of American shipping by amendment to the Mer-
chant Marine Act of 1936. In compliance with the specific request,
these suggestions have already been submitted for consideration of the
Congress.  They require no detailed treatment in this report.

Creation,

The United States Maritime Commission was created as an inde-
pendent governmental agency by Public Act No 385, known as the
1




2 REPORT OF THE UXNITED STATES MARITIME COMBMISSION

Merchant Marine Act, 1936, which was passed by the Seventy-fourth
Congress and approved by the President on June 29, 1936. On
September 26, 1936, the President gave appointments to H, A. Wiley,
rear admiral, United States Navy (retired), chairman; M. M. Taylor,
rear admiral, United States Navy (retired), and George Landick, Jr.,
to serve as a temporary Commission, and 30 days thereafter the provi-
sions of the Merchant Marine Act became effective.

Although this report deals with the activities of the Maritime Comi-
mission from its inception, it is concerned primarily with the accom-
plishments of the Commission since April 15, 1937, on which date the
following appointments were confirmed by the Senate:

Joseph P. Kennedy, chairman.

L. 8. Land, rear admiral, United States Navy (retived).
Edward C. Moran, Jr.

H. A. Wiley, rear admiral, United States Navy (retired).
Thomas M. Woodward.

Administrative Organization.

The stafl of the Commission in Washington now consists of 568
employees. Approximately 500 more persons are employed either
in the district offices located at New York, Norfolk, New Orleans,
San Francisco, and London, England, or in supervision of the Com-
mission’s properties. Owing primarily to a reduction in the number
of workmen employed on the laid-up fleet the total number of em-
ployees has been reduced by 175 during the past year. The major
portion of its administrative personnel was transferred to the Com-
mission from the Merchant Fleet Corporation and the Shipping Board
Bureau. Bection 201 (e) of the Merchant Marine Act, 1936, provides
for the certification to the United States Civil Service Commission
of all such employees, provided that their services are satisfactory.
The work of appraising the qualifications of these employees and of
certifying them to the Civil Service Commission proceeded gradually
during the course of the summer. At the present time approxi-
mately 60 percent have been certified, and it is expected that the
remainder will be submitted to the Civil Service Commission before
the end of 1937.

A close acquaintance with the nature and difficulties of its problems
convinced the Commission of the necessity of obtaining the services
of experts in various lines to supplement its staff. It appeared like-
wise that an independent audit of the Commission’s books had not
been made for some time and that this omission should be rectified.
With these projects in view, the Commission submitted to the Con-
gress a request for authorization to employ various persons and firms
to perform special services, and by the terms of the Third Deficiency
Appropriations Act, approved August 25, 1937, was granted permis-
sion to allocate not more than $75,000 for this purpose.
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Administration of the operating-differential subsidy agreements,
which requires supervision over many phases of the shipping industry,
has broadened the scope of the Commission’s activities and necessi-
tated a realinement of administrative duties within the Commission,
A functional chart of the Commission as of October 25, 1937, is
included in the appendix.

Rules and Regulations,

Proper administration also compelled the Commission to implement
the provisions of the Merchant Marine Act, 1936, by various rulings
and interpretations under the power granted by section 202 (b) “to
adopt all necessary rules and regulations to carry out the powers,
duties, and functions vested in it by this act.”” The absence of defini-
tive standards in some sections of the act or the presence of ambiguous
clauses in others required prompt administrative clarification. A failure
to do so would have resulted in stuliification of the act. Among the
divers problems which the Commission solved in this fashion were the
right of the Commission to pay the cost of increased reserve speed for
tankers as a national delense feature; the nature of “conclusive evi-
dence’” in determining the amount of the construetion differential; and
the meaning of ‘“‘competition’ as used in connection with the power of
the Commission to subsidize the operation of American-owned vessels
which compete with foreign-flag vessels in foreign trade. These inter-
pretations and rulings were formulated under the direction of the
(General Counsel.

Many regulations were issued by the Commission in the form of
general orders. They include regulations for filing applicutions for
operating and construction subsidies, forms for registration under sec-
tion 807 of the act, and the minimuin-manning scales, minimum-wage
scales, and reasonable working conditions for subsidized vessels.

VESSEL CONSTRUCTION PROGRAM

1t is apperent from even a hasty glance at the statistics set out in
the Commission’s Economic Survey of the American Merchant Marine
that the major task facing the Commission is the replacement of its
rapidly aging fleet.

It is the Commission’s intention that all vessels built under the
Merchant Marine Act of 1936 shall embody the highest standards of
construction with respect to safety and fireproofing and shall represent
a considerable advance above the standards adopted by the Inter-
national Convention for the Safety of Life at Sea. Other features of
design to be incorporated in any new vessel include installation of the
latest improvements in machinery and its location, adequate quarters
for both officers and crew, as well as the national defense features

required by the Merchant Marine Act.
38940— 38— —2




4 REPORT OF THE UNITED STATES MARITIME COMMISSION

The foundation for a long-range consfruction program has been
laid and will be outlined below. During the period covered by this
report, however, only one application for a construction-differential
subsidy has been accepted by the Commission.

Replacement of the ““Leviathan.”

The replacement of the Leviathan has been the subject of discus-
sion and negotiation for several years. Omne of the provisions in the
agreement of March 18, 1935, whercby the United States Lines
Co. was permitted to lay up the Leviathan provided that a firm bid
for the construction of its successor should be made within 6 months.
On different, occasions bids were obtained for the construction of »
vessel of the Washington-Manhattan class. As no firm contract for
construction was submitted, the time for fulfillment of the United
States Lines Co. construction agrecment was repeatedly postponed
uniil passage of the Merchant Marine Act of 1936 prohibited all new
construction loans. In the spring of this year the design for a vessel
similar to the steamships Washington-Manhattan was perfected by the
technical staff of the Commission (with full cooperation of the Navy
and private interests) and on August 1 an invitation for bids was
issued. Bids were received from Newport News Shipbuilding & Dry
Dock Co., Bethlehem Shipbuilding Corporation, and the New York
Shipbuilding Corporation, the lowest bid being that submitted by
Newport News Shipbuilding & Dry Dock Co., in the amount of
$15,750,000 on an adjusted price basis; that is, the invitation provided
for the adjustment of the final price on the basis of any changes in
material and labor costs during the construction period, but in no event
more than 15 percent. The contract for the construction of this vessel,
which was signed on October 21, 1937, calls for its completion within
852 days. 'This new liner is expected to enter the trans-Atlantic
gervice in 1940 and will cost the United States Lines Co. $16,500,000
which is the Commission’s estimate of the foreign construction cost
of this vessel.

-2 Design for Cargo Vessels.

Although the initial step in its construction program was taken by
the Commission in letting the contract for a 33,000-ton liner to replace
the Leviathan, the glaring deficiency in the American merchant
marine is the lack of modern cargo ships. No keel for a cargo vessel
has been laid in this country since the early 1920’s. In its negotiations
with the operators for long-term subsidy agreements the Commission
has placed particular emphasis on the problem of remedying this
prolonged dearth of construction.

The first step taken in this direction was the design of an
economical steel cargo vessel with a speed of 15% knots. The design
of this vessel, known as the C-2 design, was prepared in collaboration
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with the Navy Department, the Bureau of Marine Inspection and
Navigation, The American Bureau of Shipping, and several well-
known naval architects. Upon completion the preliminary design
was submitted to leading shipbuilding firms and ship operators for
their suggestions as to its adaptability for use in the various trades. I
is felt that the plans and specifications are sufficiently flexible to permit
adjustment in accordance with the needs of the individual operator
without losing the advantages of quantity production. Tests con-
ducted on models of this vessel promise a considerable reduction in
operating costs, particularly in the matter of fuel consumption.

The immediate construction of 12 vessels of the C-2 design is
contemplated. Plans and specifications have been drawn for both
turbine and Diesel propulsion and bids invited for vessels of each type.
Provision has been made for the submission of bids on a fixed lump-
sum basis or on an adjusted-price basis. These vessels will be con-
structed for the account of the Government, but it is hoped that
arrangements will be made with private steamship operators to pur-
chase them before construction is completed.

Tanker Construction

The Commission has negotiated with the Standard Oil Co. of New
Jersey for the construction of 12-high-speed tankers suitable for use
as naval auxiliaries. The cost of increasing the speed of these vessels
in excess of normal commercial requirements and of providing them
with various features of construction desired by the Navy Department
from the standpoint of national defense will be borne by the Govern-
ment. Besides the 16%-knot speed required for national-defense
purposes other features to be incorporated in these tankers are maga-
zine spaces, gun foundations, oiling-at-sea gear, heaving-lift facilities
and pumping arrangement to allow flexible tank pumpage to carry
four or more grades of oil. The cost of these national defense features
for the 12 tankers approxtmates $10,563,000 or 28 percent of the total
expenditure involved.

Although the Standard Oil Co. alone is signatory to this agreement,
the opportunity to participate on the same basis was offered to 34
American companies operating tankers. Under the terins of the agree-
ment these other oil companies may be allocated 1 or more of the 12
ships with the approval of the Commission. Applications to partici-
pate in this tanker replacement program must be received by the
Commission prior to February 1, 1938.

Certain oil companies have sionified thelr willingness to cooperate
with the Commission in the consiruetion of tankers suitable for use as
naval auxiliaries but their commercial requirements can be satisfied
by vessels of a smaller size. If satisfactory arrangements are made
with these companies some further construction of new tankers will
be undertaken on the basis outlined above.
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Construction Under Long-Term Subsidy Agreements.

The long-range subsidy contracts effective as of January 1, 1938
involve definite replacement commitments on the part of the shipping
companies. The seven lines have agreed to build a total of 20 ships
between now and 1942, 14 of the vessels to be started in 1938, In
addition, the companies are required to develop plans for the building
of approximmately 23 other vessels. The Export Steamship Corpora-
tion has indicated its willingness to construct 9 or 10 vessels between
1938 and 1942 in the event that a satisfactory long-range subsidy is
worked out. This problem is now receiving consideration. This gives
a total of 52 or 53 vessels which the 8 lines are expected to build
within the next 5 years. The cost of these vessels is expected to run
in the neighborhood of $110,000,000. The terms of the agreements
provide for automatic cancellation and a return of 25 percent of the
subsidies paid by the Govermment in the event that construction is
not undertaken according to schedule.

Consiruction for Domestic Commerce.

During the past year numerous requests have been received by the
Commission for aid in the construction of small seagoing vessels and
vessels {o engage In commerce on inland waters. Although the Com-
mission was advised by the Navy Department that several of the
vessels proposed might be of some use as naval auxiliaries, it was
felt that the efforts of the Commission and the resources at its dis-
posal should be directed primarily to the reconstruction of our mer-
chant fleet engaged in foreign commerce and that for the present, at
least, none of the Commission’s funds should be diverted to the con-
struetion of vessels for domestic commerce.

LABOR

A corollary to the problem of replacing the vessels comprising the
American merchant marine is the problem of providing them with
satisfactory seagoing personnel. Despite the urgent need for new
construction, private operators hesitate in the face of the present labor
situation. Chaotic labor conditions, signalized by demands of the
crews, “sit-down” and “‘quickie” strikes, and slipshod performance of
duties are characteristic of the industry. The lack of order and
discipline on board ship was sharply focused by the .Algic incident, in
which the refusal of the scamen on board a Governmnent-owned
vessel to perform their lawful duties compelled the Cormmission to
take prompt and decisive action. Although the Commission has
recommended remedial legislation, no lasting cure will be effected until
the jurisdictional strife now prevalent in maritime labor is terminated
and a more cooperative working arrangement is reached by the
unions and the ship operators.
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Improvement of Crew Quarters.

Hearings held by the Commission during the summer months on
minimum wages, minimum manning scales, and reasonable working
conditions and the personal inspection of many ships by the Com-
missioners disclosed that part of the prevailing unrest was attribu-
table to inadequacy of crew quarters on board ship. Subsequent to
the hearings, therefore, the Commission set up a special coramittee
on crew quarters to inspect and make recommendations for changes on
each subsidized vessel within the limitations imposed by the age and
type of the ship and its expected commercial life. Cormmencing on
the Atlantic coast, this comunittee proceeded to the Pacific and is
presently engaged on the Gulf. Recommendations for changes in
erew quarters on 45 vessels have been approved by the technical staft
of the Commission and will be promptly carried out by the respective
operators, The cost of alteration ranges from $1,400 to $18,000 per
vessel, and the total expenditure is estimated at $219,300. The
burden of effecting these changes will be shared by the operator and
the Commission.

Establishment of Labor Standards.

By a general order dated October 21, 1937, the Commission adopted
minimum manning and minirum wage scales and reasonable working
conditions for officers and crews on subsidized vessels. The findings
in this order were the result of extensive investigution. Hearings were
held =t 10 different ports, This gave the opportunity to both opera-
tors and vessel persomnel to present their evidence in person. A
general hearing was then held in Washington.

Sifting all the material offered, the Commission found that the vari-
ations in type and age of the subsidized vessels, as well as the different
needs of the services in which they were engaged, precluded the appli-
cation of any blanket rules with respeet to minimum manning seales
and reasonable working conditions. Upon completion of the surveys
of the subsidized fleet, the Commission will issue appropriate regula-
tions on the minimum mamning scale and working conditions to be
observed on each ship.

The minimum wage scules adopted by the Commission fixed uniform
rates of pay for practically all ratings on board ship exeept in the
steward’s department where the wide discrepancy in duties and pay
malke it impossible to set up uniform standards for all jobs. Prior to
the promulgation of the Commisston’s order there existed a consider-
able varintion in the basie rates paid on the Pacific coast and on the
Atlantic and Gulf. Although the Commission specifically stated that
it was only fixing minima and received assurances from the operators
that the rates established would be o considered, the advantages of a
uniform wage floor are important. Another contribution to the im-
provement of employment conditions was the provision for vacations
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for both officers and members of the crew. Some steamship lines had
already inaugurated this practice for their officers, but it had not
sttained wide acceptance.

Effect of Warlike Activities.

While this order was siill being formulated the Commission was
confronted with o request for the payment of a bonus to all seamen on
hoard vessels enfering zones of warlile activity in Asiafic and Spanish
waters. The Coromission offered to use its good offices in discussing
this problem with the operators and representatives of the unions but
took the position that the adoption of any general order on this subject
exceeded its authority. As the Government-owned American Pioneer
Line was concerned in this matter, the Cominission issued instructions
for the payment of a cash bonus to officers and members of the crew
on vessels of this line which entered certain well-defined aress.

Warlike disturbances in the Far Kast seriously affected a number of
American lines during the summer raonths. Services were disrupted
or curtailed with a detrimental effect on the companies’ earnings. The
prolonged gravity of the situation snd the danger of provoking a
hostile incident eventually led the President on September 14, 1937,

- to state:

Merchant vessels owned by the Government of the United States will not here-
after, until further notice, be permitted to transport to China or Japan auy of the
arms, ammunition, or implements of war which were listed in the President's
Proctamation of May 1, 1937.

Any other merchant vessels, flying the American flag, which attempt to trans-
port any of the listed articlos to Chira or Japan will, unfil further notice, do so at
their own risk.

The guestion of applying the Neutrality Act remains in status quo, the Govern-
ment policy remaining on a 24-hour basis.

SETTLEMENT OF OCEAN MAIL CONTRACTS

On assumption of office, the first task to which the Commission
directed its attention was the adjustment of ocean-mail confracts
held by 32 steamship companies operating 43 routes. An order was
issned presoribing rvegulations for the filing of applications for ad-
jnstment of the ocean-mail contracts, and an intensive study of the
contracts and the essentiality of the routes they covered were under-
taken by the Commission staff. It became apparent that there was
& question as to the proper interpretation of the mail contracts. In
some cases the classification of vessels adopted by the Post Office
Department apparently differed from the terms of the 1928 statute.
Tn other cases ships had been chartered to operate on the route served
by the contractor without proper authorization. Cognizance of these
and many other problems of controversial nature convinced the Comi-
mission that the settlement of the acean-mail contracts would require
the adjustment of many conflicting claims set forth hoth by the con-
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tractors and the Government. The Conumission notified all con-
tractors on. February 1 that it would reserve the right to withhold
payment on all voyages begun after February 1, 1937, until the con-
tract in question was adjusted, with the understanding that mail pay
accrued on voyages after that date would be taken into consideration
in arriving at & settlement.

Preliminaty conferences were scheduled and held with many of
the contractors by the temporary Commission. When the perma-
nent Commission took office in April 1937 it was found necessary to
borrow the services of 40 attorneys and examiners from other govern-
mental agencies in order to complete negotiations of settlement by
June 30, 1937, the termination date set in the Merchant Marine Act
of 1936. This group, as well as the regular staff members assigned
to work on contract adjustments, were placed under the supervision
of the General Counsel.

Many claims were set forth by the contractors and the Commission’s
representatives in negotiating the settlements. Among these was
included & claim of $52,000,000 for the balance of payments which
would have been paid operators had the ocean-mail contracts been
continued in force until their expiration dates. Further claims were
asserted in the aggregate of $21,000,000 involving claims for damages
arising from reduction in mail pay, reclassification of vessels, substi-
tution of ships, construction and reconstruction of ships, and other
minor items. In offset to these claims the Commission raised the
question of the validity of the contracts, claims for additional interest,
failure to complete vovages and meet speed qualifications, failure to
undertale construction of new vessels, and other alleged irregularities,

On June 30, 1937, the Commission announced that it had effected
settlements with 23 companies holding 32 ocean-mail contracts.
These agreements, providing for the mutual release of all claims,
were settled at a net cost to the Government of approximately $750,000.

A settlement agreement providing for mutual release of claims by
the contractor and the Government was concluded with the Waterman
Steamship Corporation on July 27, 1937, In settlement of the con-
tractor’s claims arising out of withheld mail pay the Commission
agreed to pay the Waterman Steamship Corporation $185,000, and
to pay compensation for three voyages of one of its vessels during
1936 and 1937 at the rate of $2.50 per mile,

Pursuant to the terms of section 402 of the Merchant Marine Act,
the settlement agreements exccuted by the Commission were sub-
mitted to the Attorney General for review. The Attorney General
notified the Commission on September 7 that he was not dissatisfied
with the settlement agreements made by the Commission and would
not appeal them to the Court of Claims,
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On September 24, 1937, the Commission concluding its negotiations
with the American Mail Line, Ltd., signed a settlemuent agreement of
the ocean-mail contract covering route No. 26 with a mutual release
of claims.

A full tabulation of all ocean-mail contract settlements is given in
the following table:

Amounts | Amounts
5 paud by paid by
Foreign ocean- jthe Govern-| the con-
Name of company mail route [ment tothe| tragtor to
No.— eoniracior |the Govern-
in settle~ rent in
ment settlement

American Dizsmond Lines, Ing
American Mail Line, Lid_._
Armerican Seantic Line, Tne.
American South African Ling, Inc.
Armneriean West African Line, Inco_._._____
Atlantic & Carihbean Steam Navigation Co-.
Battimere dat Steamship Co. oo ... S
Cealombian Steamship Co., Ineo ——e
Eastern Steamship Lines, Ine . R
Exprrt - toan ship Corporadion . v o oo o
Grace interests:

Grace Steamship Co

Panama Mail Steamship Co
Qi 1 acific Mai) Line, Ltd___
Liykes mt Tests:

Livkes Eros. Steamship Co,, Ine.._ o

Lykes Brs.-Ripley Steamship Co. e R

Tampa Interocean Steamship Co. -
Mississippi Shippine Co, Ine._________
New York & Cuba Maeil Stearnship Co
Oceanie & Oriental Navization Co___.. .
Qeeanie SteamshiD o, ool
Pacific-Argenting Brazii Line, Ine
South Atlantie steamship Conaon oo e
States Steamship Co____..__
United States Lines, Inc....._.._
Waterman Steamship Corporation.

$70, 367. 59

185,000 1. ...
7 RS RSO 1,535,000 | 601,367 59

Nore.—No pavment bas been made by ihe contractor to the Governtent or by the Government to the
contractor rther than as indicated in this staternent,  In all other eases which have been settled contractors®
and Government claims have been released witheut payvinent by either party.

The remaining contracts not adjusted by the Commission are held
by the Doilar Steamship Lines, Inc., Lid., Munson Steamship Line,
Gulf Mail Line, United Fruit Co., 2ad the American Line Stearnship
Corporation.

Adjustment, of the Munson Steamship Line confract presented
unusual difficulties because the company bas been in the process of
reorganization under section 778 of the Bapkruptey Act for a number
of years, and the service is operated through trustees appointed by the
court. Protracted ncgotiations throughout the summer failed to
bring about an adjustment of claims satisfactory to the trustees for
the creditors, the reorganization committee, and the Commission.

Settlement of the ocean-mail contracts held by the Dollar Steamship
Lines, Inc., Litd., was deferred initially by the failure of the company
to comply with the Commission’s request to furnish essential informa-
tion concerning the operations of the contractor and its affiliates.
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Later negotiations were further impeded by the unsettled state of the
company attributable to warlike activities disrupting its service to
the Far East. This situation became so serious that the Commission
on October 8, 1937, took the precautionary measure of applying the
mail payments for voyages commenced subsequent to February 1,
1037, to the contractor’s mortgage indebtedness held by the Com-
mission, Throughout the past 6 months the Commission has kept in
cloge touch with the Dollar companies, and on several occasions mem-
bers of the staff were sent to the coast to endeavor to work out a
satisfactory basis for a settlement of the mail contracts and the grant
of an operating-differential subsidy. A successful conclusion to these
negotiations is predicated on a reorgamization of the various Dollar
companies to provide a firmer finaneial structure and plans for neces-
sary new construction.

The United Fruit Co. signified that it did not wish an operating-
differential subsidy, but claimed & considerable sum in settlement of
its ocean-mail contracts because of the unamortized constructiom
differential on the six vessels it constructed under the 1928 act,
Frequent conferences with representatives of this company have as
yet failed to bring about a mutual agreement on the amount which
might be considered just compensation to the contractor for the
cancellation of the mail contracts which it held.

As there was some doubt concerning the eligibility of & number of
lines for a long-term subsidy, a provision was included in the settle-
ment agreements with these operators reserving to the contractor the
right to rescind the relcase of his claims and the settlement agree-
ment at any time prior to January 1, 1938, in the event that a long-
range operating-subsidy agreement was not executed. If the con-
tractor chose to exercise his right of rescission it was stipulated that
he should return all or part of the moneys paid a3 compensation under
the ocean-mail contract for vovages commencing after February 1,
1937. The contractor and the Commission would then revert to the
status existing before the settlement agreement.

OPERATING-DIFFERENTIAL SUBSIDY AGREEMENTS

By the terms of the Merchant Marine Act of 1936 every contractor
who filed an application for adjustment of his ocean-mail contract
Likewise had the right to seek to subsiitute an operating-differential
subsidy agreement. Consequently, in most cases conferences with
representatives of the Commission included discussion of a proposed
operating-differential subsidy as well as settlement of the mail contract
involved, As the permanent Commission took office only 2} months
before the date fixed by Congress for termination of subsidy by mail
payments, it determined that no operating-differential-subsidy agree-
ment would be executed for more than a 6-month period. There was

38940—38——3
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serious doubt in many cases as to the eligibility of certain companies
for a long-term contract because of inability to present a sufficiently
sound financial structure, to divoree themselves from existing foreign-
flag affiliations, or to comply with other essential requirements.
Yurthermore, the Commission desired to make a careful scrutiny of
the practical application of the subsidy agreements before negotiating
long-term. contracts,

Temporary Agreements.

Temporary operating-subsidy agreements were executed before
uly 1, 1937, with 16 steamship lines. Subsequently, on September
24, 1937, an 0perating—di{feren&,ial—subsidy agreement was signed with
the American Mail Line, Ltd?] employing 4 vessels and bringing the
mmber of the subsidized feet to 155.  The table given below estimates
for a period of 6 months, the operating-differential subsidy, the mail
pay on a contract basis, and the mail pay on a poundage basis.

Estimated subsidies for 6 months under temporary differential operating subsidy

agreements
Net esti- ; Estimated
Nom- | mated sub- | ESHIA%RA | ponndage
ber of suty for B 1eail nay, DAz, 6

vessels months § months Izonths 1
> American Diamzond Tines, INC. o oocmoioomcmmmmimimenns 8| $179,768.00 $448, 000 $9, 600
. Ameriean Mail Dine, Lid......-- - 4 330, 000. 90 411, 004 50, 500
American Scantie Line, Ine___.. 7 234, 500, 00 468,004 22,336
. American South African Line, In 4 97, 500. 00 149,000 4, 500
~Atlantic & Caribbean Steam Navigation Co 5 100, 000. 00 178, 500 18, 500
~Baltimore Mail Steamship Co.mmmmoooemenmen 5 235, 168 00 617,300 1, 600
Colombian Steamsinpg Co, Ine.. - 3] 101,430,900 326, 500 18, 600
- Bastern Steamship Lines, In¢... ... - 4 98, 133, 50 216, 652 3,162
. Eaport Steamship Corporation, The_.. - 18 468, 000. 00 740, 500 26, 300
w@race Line, INC._ oo oommmcccm e - 6 650, 000, 00 805, 540 3%, 186
wW Lykes Bros. {(Eroup)cuaseeammaa-- 54 814, 44,00 | 1, 299,000 None
“Mississippi Shippang Co., Ine___ 4 186, 600. 00 326, 000 None
ANew York & Cuba Mail Steams 3 205, 200, 00 450, 500 16, 000
+Qeeanic Steamship Co., The___. 2 287, 300. 00 489, 500 7, 800
» Pacific Argentine Brazil Line, In 6 133, 010.400 126, 000 Nonpe
. Bputh Atlantic Steamship Co. [ 108, 000,00 156, 400 None
United States Lines, I oo em 11 750,000.00 | 1,184, 500 273,400
Total___. . 155 | 4,975, 579.50 | 8,469,892 538, 484

1 Actual amonnt earned for carrying mail &6 usual rates.

Supplerental Applications.

Many supplemental applications were received by the Commission
for waivers, exceptions, or consents of various kinds under sections
803, 804, 805, and other provisions of the act. The brief interval of
time between the conclusion of the negotiations for the subsidy con-
tracts and their effective date, July 1, 1937, necessarily precluded a
thorough survey and study of each application. It was felt, however,
that the Government’s rights could be adequately protected for the
term of these agreements by the inclusion of numerous conditions and
qualifications in each case. For example, the dissociatlon of one
company’s foreign-flag sffiliations might not only be detrimental to
the company, but also to Americen shipping in general. In this case



REPORT OF THE UNITED STATES MARITIME COMMISSION 13

Section 804 was waived provisionally on condition that no subsidy
would be paid unless the foreign-flag associations were discontinued
or the Commission, upon formal application and for a good cause,
waived the provisions of Sect. 804 in accordance with the proviso
therein contained. In other cases, where request was made for per-
mission to use subsidiary companies to perform stevedoring or ship-
repair work on the ground of ineressed operating economy, the
application was granted on condition that the profits enure to the
benefit of the operator, thus becoming subject to recapture, and that
the books of the affiliated company be available for examination by
the Comrmission.

Development of Long-Range Subsidy Program.

Having approved 6-month subsidy agrcements, the Commission
was faced with the necessity of laying down a long-range program
based on its chservation of the working out of the temporary subsidies
and on various studies conducted by the Commission’s staff. Each
temporary subsidy agreement contained a clause stipulating that the
operator should submit to the Comumission before September 1, 1937,
& plan for the replacement of all vessels over 15 years of age, and should
embrace in this report full details on the number, size, and type of
vessel as well as the method proposed to finance their construction.
The response to this section of the subsidy agrcements was dis-
couraging. Many reasons were offered by the operators to explain
their unwillingness or inability to build new vessels at once. Finances,
labor conditions, high costs, restrictive provisions of the act, all were
cited. Subsequent negotiations, however, indicated the possibilities
of initiating a small-scale replacement program for the account of the
privately owned lines,

At the same time the Commission staff launched an intensive study
of the foreign commerce of the United States in order to develop
which trade routes were essential within the meaning of the Merchant
Marine Act, 1936. These studies were very broad in scope and thor-
ough in detail, and it is the policy of the Commission to grant no
long-term subsidy for o route the essentiality of which has not been
fully determined.

As the administration of the subsidy agreements progressed, the
operators requested the Commission to include among the subsidized
items in their long-term subsidy agreements various items in addition
to those specified in section 603 (b) of the act, viz, insurance, main.
tenance, repairs not compensated by insurance, wages, and subsistence
of officers and crews. Among the itemns in which they alleged them-
selves to be at & disadvantage in competition with foreign-flag vessels
were passenger subsistence, shore and office ecxpenses. Strong
protestations were also made for the inclusion of countervailing sub-
sidies to offset aid granted by foreign governments, and for an excess
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depreciation subsidy to compensate for the cancelation of the mail
contracts where new construction had been undertaken under the
terms of the 1928 act. It was contended also by some operators
that in making its computations of operating-differentials between
American- and foreign-flag vessels, the Commission should use the
opérating figures of the lowest-cost foreign competitor rather than a
weighted average based upon the degree of competition offered by the
vessels of each foreign competitor.

The Merchant Marine Act postulates the existence of substantial
foreign-flag competition with American vessels on the lines which are
deemed essential for the development of our foreign commerce. It
implies likewise that the operating costs of these foreign ships can be
obtained by the Commission in computing the amount of subsidy
necessary to place American lines on a parity basis. The determina-
tions which the Comaission must make under these assumptions are
necessarily tentative. An American steamship company may have
obtained a dominant position in a trade route to the detriment of its
foreign-flag competition. Failure to grant an adequate subsidy,
however, might el minate its competitive margin and permit the
encroachment of foreign-flag tonnage in this service.

Another American company may operate a line to some country
outside the United States which is an essential trade route. The
competitive foreign-flag vessels may cover the same route as one leg
in a more extended service. The knotty problem is then presented
of appraising the extent of this type of competition and of estimating
the costs of a competitor who may sign on his crew in one country,
purchase his supplies in another, and have his repairs made in a third.

The study and consideration of these questions has occupied many
hours of the Commission’s time. With full realization of the impos-
sibility of fixing operating differentials with scientific precision, the
Commission feels that it has taken all possible steps to procure the
most complete information available and that with experience in
administration of these agreements it will attain a higher degree of
exactitude.

Long-Term Agreements.

Long-term operating-differential subsidy agreements have been
signed with seven steamship lines. The period covered by these
agreements varies in accordance with the commitments for new con-
struction. In the case of lines with pressing replacement needs the
term of subsidy is limited to 1 year, with an extension for a further
period on condition that the initial contracts have been executed and
a replacement program has been formulated in & manner satisfactory
to the Commission.

The agreements with these lines further provide for their automatic
cancelation and a reduction of the amount of subsidy payable during
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1938 by 25 percent if the operator fails to execute the construction
contracts stipulated.

The seven steamship lines and the estimated operating differential
subsidies for the year 1938 are:

Grace Steamship Co- - o $1, 083, 000
Lykes Bros.-Ripley Steamship Co., Inc oo ___ 2, 290, 000
New York & Cuba Mail Steamship Co- oo om o 398, 000
‘Qceanic Steamship Coo ... 650, 000
South Atlantie Steamship Co_ _ o ____ 266, 000
Mississippi Shipping Co- - oo oL 406, 000
United States Lines, Ine . .. 2, 266, 000

Total o e il 7, 359, 000

Bix other companies have been granted extensions of their temporary
operating-differential subsidy agreements. Each of these lines pre-
scnted certain problems which could not be satisfactorily solved before
the close of the year. In order to permit negotiations to continue
without penalty to the operator the following companies received
short-term subsidies for the periods indicated:

Months
American Seantic Line, Ire. L __._ 3
American South African Line, Ine. o ... _____. 3
Colombian Steamship Cu., Ine_____ e e e e e e e 3
Eastern Steamship Lines, Inc. e 3
Baltimore Mail Steamship Co_ - .l __ 9
Pacifie Argentine Brazil Line, Ine o e ____ 2

The temporary operating-differential subsidy agreement executed
with the American Mail Line, Ltd. for a 6-month period does not
expire until Mereh 24, 1938, The disposition of this service hinges
upon the outcome of the entire Dollar situation,

Report of Granting Aid to Vessels Over 20 Years in Age.

Section 605 (b) of the act requires the Commission to report to the
Congress the financial aid granted for the operation of a vessel more
than 20 years of age. One application of this nature was granted by
the Cominission for the period of the temporary operating differential
subsidy agreements. The findings and the order adopted by the Com-
mission in this case are set forth as follows:

Whereas American South African Line, Inc., has applied under section 6035 (b)
of the act for payment of an operating-differential subsidy under its operating-
differential subsidy agreement on the Chincha, a vessel more than 20 years of
age; and

Whereas American South African Line, Inc., has made the following repre-
sentations to the Commission:

1. That it will be impossible to meet the sailing schedule provided in the op-
erating-differential subsidy agreement unless American South Afriean Line, Ine.,
shall be permitted to include among the vessels covered by such agreement an
additional vessel.
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2. That American Soulh African Line, Inc., owns other veasels, but such other
vessels are being, or will be, operated in a service from Gulf ports to Atlantic
ports during the period of such agreement without any subsidy.

3. That the Chincha is the only other vessel s0 owned which, because of the
present and future locations of such other vessels during the period of such agree-
ment, can be so substituted.

4. That unless this applieation was granted, American South African Line,
Inc., would not enter info the proposed settlernent agreement whereby all claims
under American South African Line, Inec.’s, ocean-mail contract are mutually
released.

5. That American South African Line, Inec., may not continue the Gulf-Atlantic
service without any subsidy if such application should not be granted: Now,
therefore, the Commission hereby

Finds, That it is in the public interest to pay an operating-differential subsidy
for the operation of the Chincha, a vessel over 20 years of age, under the operating-
differential subsidy agreement; and, upon the basis of such finding,

Orders, That an operating-differential subsidy shall be paid on the said vessel,

Chincha, under the operating-differential subsidy agreement.

EXERCISE OF REGULATORY FUNCTIONS

The Merchant Marine Act of 1936 vested the Commission with the
regulatory powers, duties, and functions embodied in the Shipping
Acc, 1916; the Merchant Marine Act, 1920; the Intercoastal Shipping
Act, 1933; and the Merchant Marine Act, 1936. The pertinent pro-
visions deal with the lawfulness of transportation rates of common
carriers by water in interstate and foreign commerce and of the
practices of these carriers and of other persons carrying on the business
of forwarding or furnishing wharfage, dock, warehouse, or other
terminal facilities in connection with a common carrier by water;
with the maintenance of tariff files covering rates and practices of
common carriers by water; and with agreements filed by such carriers
and other persons under exemption from the provisions of the anti-
trust acts.

Although the Commission’s jurisdiction over carriers engaged in
foreivn commerce is limited, considerable control is exercised through
conference agreements. Since carriers are granted exemption from
the antitrust acts when operating under approved agreements, care-
ful examination is made of all agreements filed, rate changes made, and
the minutes of conference action with a view to preventing violations
of the regulatory provisions of the shipping acts or any action pro-
hibited by section 15 of the Shipping Act, 1916, or detrimental to the
commerce of the United States.

Durirg the past year a cooperative working arrangement for the
handling of certain regulatory matters has been consumated with the
Interstate Commerce Commission. Under this arrangement each
Commission will promptly notify the other of the filing of cases in
which they have a mutual interest, with the purpose of keeping each
other constantly informed and of taking consistent action, if possible
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under their respective regulatory acts. Progress has been made in
expediting decisions under this arrangement.

Pursuant to section 212 (e} of the Merchant Marine Act, 1936, a
study was made of the export and import rates in certain trades to
determine whether any discrimination existed. The report of this
study indicates that services and conditicns in the two trades are
radically different; that the articles in these trades vary widely, both
as to character and value, and method of packing and volume of
movement; and that no conclusion on the question of discrimination
can be drawn without a more thorough investigation and formal
hearing. This has not as yet been undertaken by the Commission.
Formal Docket.

On October 26, 1936, theie were pending 233 formal complaints
and/or investigations. Subsequontly, 27 formal complaints were filed
and 13 investigations instituted by the Commission on its own motion.
Hearings were held in 241 cases, of which 200 invelved assembling
and distributing charges on intercoastal shipments. These ceses
dealt with the lawfulness of handling charges assessed at Los Angeles,
Long Beach, and San Diego, Calif., and sought reparation of approxi-
mately $270,000. Hearings were held at various ports throughout
the country over a period of 58 days. In addition, 12 formal com-
plaints, filed by 261 complainants and interveners attacking similar
handling charges on foreign shipments handled at Pacific coast ports,
asked reparation of approximately $400,000. Hearings in these cases
are being conducted.

Final reports comtaining the Commission’s conclusions and the
orders necessary to put them into effect were prepared in 13 cases;
10 cases were disposed of by order without reports; 2 cases were closed
when the carriers complied with the order instituting the proceeding;
15 proposed reports were issued and oral arguments were conducted
in 9 cases.

A number of cases on the docket involved comprehensive adjust-
ments of rates or major revisions of practices in the domestic and for-
eign trades. In Docket No. 416, Eastbound Interconstal Lumber,
the Cominission conducted an exhaustive investigation into the rate
structure on hunber from the Pucific coast to Guif and Atlantic ports.
The decision laid down fundamental principles of rate making appli-
cable not only to the lumber trade but to the whole field of transporta-
tion by water. Docket No. 438 dealt with commodity rates between
Atlantic and Gulf ports. Similar rates of carriers subject to the
jurisdiction of the Interstate Commerce Commission also were in
issue. The cases were heard jointly by the two Commissions and
both cooperated in their consideration of the cases, notwithstanding
that their jurisdiction is derived from different regulatory acts. In
Docket No. 428, Phelps Bro. & Co., Inec., v. Cosulich-Societe o al., &
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conference had refused complainant membership in the conference on
equal terms with each of the present members. The Commission
found that complainant was entitled t0 membership in the confer-
ence, thus condemning the discrimination and unreasonable prejudice
resulting from the refusal of the conference to admit complainant to
membership. The complainant was subsequently admitted to mem-~
bership in the conference.

Informal Docket.

An informal docket is maintained by the Commission to assist
shippers, carriers, and other persons in the adjustment of controversies
which arise in the matter of rates, fares, and charges for transporta-
tion. Many informal complaints are handled by correspondence or
adjusted through informal conference, thereby obviating the delay
and expense incident to formal procedure.

Special Docket.

In instances where carriers believe that the charges collected for
transportation are unlawful and they do not desire to defend the
unjawful rates, they may establish reasonable rates for future ship-
ments and may make application on the special docket for authority
to make reparation to a reasonable basis. Applications for such
authority must admit that the rate charged was unreasonable and
are considered the equivalent of informal complaints and answer
thereto admitting the matters complained of. They require careful
consideration in order to avoid the possibility of, in effect, granting
rebates to favored shippers. During this period three special docket
applications were granted.

Agreements Under Section 15, Shipping Act, 1916.

Under section 15 of the Shipping Act, 1916, common carriers by
water and other persons subject to the act are required to file, for
approval by the Commission, a true copy or, if oral, a true and com-
plete memorandum of every agreement with any other such carrier
or other person subject to the act to which it may be a party, fixing
or regulating rates or controlling, regulating, preventing, or destroy-
ing competition; allocating ports or restricting or otherwise regulating
sailings; or in any manner providing for a cooperative working arrange-
moent. If such agreements contain provisions which appear to be
unjustly discriminatory or unfair or to operate to the detriment of
the commerce of the United States or to be in violation of the act,
the Commission is authorized to disapprove, cancel, or modify them,
When approved, such agreements are exempt from the provisions of
the antitrust acts. During the period 1,257 new agreements, were
filed. This number includes modifications and cancelations of ap-
proved agreements. At the end of the period there were on file 2,653
effective agreements, 123 of which were conference agreements. Under
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the latter the pavties cooperate in the matter of fixing rates, rules, and
regulations for transportation, thus ensuring the maintenance of a
uniform and stable rate structure and minimizing unfair competition
between the carriers. :

Interstate Tariffs.

Common carriers by water in intercoastal commeres are required to
file their actual rates, and other common carricrs by water in inter-
state commerce are required to file their maximum rates. During the
period 10,343 tariff schedules were received and examined, 9 of which
were rejected for failure to comply with the law or with the Commis-
sion’s rules governing the construction and filing of tariffs, Under
authority granted by the Shipping Acts of 1916 and 1933, 122 special
permission applications, requesting authority to make rate changes
effective on short notice or to depart from the Commpission’s tarifl
requirernents were granted, 13 were denied, 4 were denied in part and
granted in part, and 9 were withdrawn by carriers or were filed without
action. During the period 28 rate adjustments proposed by common
carriers were protested. Of this number cight adjustments were sus-
pended, suspension was denied in six cases, approval was withheld in
four and granted in four, and six were filed without action.

Foreign Tarifls.

Under a regulation dated July 12, 1935, common carriers by water
in foreign cominerce are required to file with the Commission schedules
showing the rates and charges for or in connection with transportation
of pronerty, except cargo loaded and carried in bulk without mark or
count, from points in the continental United States, not inclucding
Alaska or the Canal Zone to foreign ports, such schedules to be filed
within 30 days from the date thev become eflective. During the
period 8,952 rate filings were made pursuant to the ahove order. In
addition, 2,086 filings were muude by conference earriers covering home-
ward and other trades.

LITIGATION AND CLAIMS

The oflice of the General Counsel, in addition to its many other
duties, is charged with the investigation of all claims by and against
the Commission and, subject to the supervision of the Attorney
General, with conducting all litigation in which the Commission is
involved. A strenuous effort has been made in the past year to re-
duce the docket of 291 cases, involving $65,855,549.39, which were
pending in the courts on October 26, 1936. Included in this nuraber
were 52 cases actively defended by counsel for premiums and insur-
ance underwriters, amounting to $894,433.86; 44 cases, involving
$768,400.55, were subsequently added to the docket. As 143 cases,
involving $4,658,592.99, were closed in the period covered by this
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report, 192 cases remained pending on October 25, 1937, involving
$61,965,352.95.

The docket which is heavy from the accumulations of 20 years
includes admiralty cases; a group of cases involving insolvent banks
and the Commission’s right to preference; one case growing out of
war-time ship construction involving several million dollars; a group
of eases against bonding companies growing out of managing opera-
tor agreemsnts; general average cases; bankrupteies; and a number
of cases necessarily conducted in the courts of other countries. Set-
tlements were effected in nine cases (otlier than ocean-mail contracts),
the amount received by the Government in settlement being $90,-
109.21.  Briefs were prepared and filed in 24 cases. Numerous reports
and recommendations were made to the Attornoy General.

The situation with respect Lo claims by and against the Commission
is similar to that of the cases in litigation from the standpoint of
length of accumulation. Some progress has been made in the past
vear. The number of claims outstanding has been reduced from 60
to 40. Thirty-nine claims were closed with a net gain to the Govern-
ment of $443,731.30. On October 26, 1937, there remained pending
(including claims by the French and Ttalian Governments totaling
$62,982,578.35), 18 claims sgainst the Commission. in the amount of
$64,291,398.08, and 22 claims in faver of the Commission (including
counterclaims against the French and Italian Governments for
$16,823,506.16) amounting to $17,190,040.01.

INSURANCE

In dealing with the problems connected with the sale and operation
of the Government-owned fleet, the Merchant Marine Aet, 1920, laid
down & twofold marine insurance program. On one hand it created &
general insurance fund which the Shipping Board might use to insure
each vessel to the extent of the Government’s legal or equitable inter-
est.  As a corollary measure it directed the Board to build up the
American commercial marine insurance market. To facilitate this
step it exernpted from the antitrust laws associations formed by
marine insurance companies in pursuit of this purpose.

Most of the American participation in marine insurance on Ameri-
can hulls is written for the account of the syndicate or the general
insurance fund. (During the fiseal year 1937 the general insurance
fund was merged with the general funds of the Commission and an
msurance resevve set up.) The syndicate has been encouraged to
expand its coverage, and recent efforts of the Commission indicate
that the maximum amount to be written on a single vessel will be
advanced from $2,500,000 to $4,000,000. With the pavment of mort-
gages held by the Government and the reduction of vessels in its
active fleet, the general insurance fund steadily decreased its partici-
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pation in the marine insurance market. The following tabulation
shows the proportion of the ipsurance on mortgaged vessels placed in
the different markeis:

Fund American | Toreigh

Peroent Pereent Percent

G597 45. 38 47,78
572 43,78 50.5
5.1 41.8 53.4

June 30, 1435
Qct. 265, 193
Oct, 25, 1937

The shift in favor of the foreign market is not indicative of a per-
manent trend. Various factors temporarily upset the customary
balance. The adoption of a definite policy by the Commission and the
anticipated expansion of the syndicate should quickly reverse the reia-
tive positions of the American and foreign markets.

The fund’s percentage represents a part interest on 49 privately
owned vessels in the amount of $8,524,200. In addition, the fund
wrote policies to the extent of $9,227,000, representing total coverage
on 41 vessels owned by the Commission. The total of $17,751,200
now in effect represents a diminution of $3,758,350 from the amount
written as of October 26, 1936. Although the Commission has a 5
percent participation in vessels on which it holds mortgages, this fig-
ure is oply a little more than 2 percent of the insurance written on
all American ocean-going vessels, The Commission therefore feels
that the maintenance of the reserve, or a Goverament insurance
fund, will not be detrimental to the growth of the American commer-
cial market.

Replies to the annual questionnaire sent to United States shipowners
indicate that their insurance at the present time is almost equally
divided between the American and foreign matket. The contemplated
lifting of the syndicate’s maxinum line to $4,000,000 is expected to
provide a healthy stimnulant to the growth of the American market.
The direct writings of the syndicate will be divided $3,000,000 to
strictly owned and controlled American insurance companies and
$1,000,000 to foreign companies which are admitted members and
actually doing business in the United States. To prevent the accumu-
lation of top-heavy lines, reinsurance will be permitted by the Commis-
sion to a reasonable extent, but in no event reducing the participation
of strictly American companies below two-thirds of the capacity of
the syndicate. As a further safeguard, records of all reinsurance
placed both by members of the syndicate and nonmembers will be
made available to the Commission in order that it may be properly
informed of all arrangements for the nsurance of American hulls.
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TRANSFER OF VESSEL REGISTRY AND SALES TO ALIENS

In addition to the activities concerned with the administration of
subsidy agreements, the Commission is charged with the dubies of
administering various provisions of earlier shipping acts. Under sec-
tion 9 of the 1916 Shipping Act the approval of the Commission is
required for the transfer to alien ownership registry and flag of |
all vessels documented in the United States. Although this power
of approval was granted primarily as a wartime measure, it enables
the Commission to prevent serious depletion of the American mexr-
chant marme. Principally because of a shortage of tonnage in foreign
markets and the rising price of scrap, there has been a progressive
mncrease in the number of applieations for transfer to foreign registry
and ownership. This movement accelerated during the summer
months. The Commission has, therefore, scrutinized with increasing
care all applications for sales to aliens in order to keep under the
American flag any vessels the transfer of which might be detrimental
to the proper development of the merchant marine. The following
chart summarizes the transfers during the past year:

Stalement showing type, number, gross lonnage, average age of vessels approved by
U. 8. Maritime Commission for ransfer fo alien ownerskip registry and flag under
sec. 8, Shipping Act, 1916, as amendsd, during period from Oct. 26, 1938, lo
Oct. 25, 1937, inclusive

! Total mross | Average
Type Number | ¢onage age
Saling wvessals. .- .. 11 11, 920.23 22 6
Yuachts and motorhoats. - 20 3,061.7 16.4
Tugsand barges. - ... - 2 #64 29.5
Carpo vessels.___ - 59 165,020 20 2
Ferryboatst_ ____ el . N 4 11, M6 20
Passonger/eargo_. - .- - 1 12,642 38
Tankers ! ____. R - 2 10,412 20
Pokal. . e 9 214, 655,93 19.89

1 Charter. .
#1 vessel chartered to an alien for 1 voyage anly.

UNDOCUMENTED VESSELS OF THE U. 8. MARITIME COMMMISSION SOLD AND
APPROVED FOR TRANSFER TO FORLIAN REGIRTRY AND FLAG

i
l 30 {164,372 w2

Carm0 VesSelS . L e e
Grand tO48] .o oo oo e | 13.55"l 379, 027.93 196
Netionality No. vessels| Gross lonmage
British 24 7

3 18, 087

| 3 17, 547

Total - _. { 30 164,372
Grand total ! 129 379, 027. 93
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Statement showing nationality, number, and fonnage of vessels approved by U. 8.
Maritime Commission for transfer fo alien ownersiip, regisiry and flag under
Sec. 9, Shipping Act, 1916, as amended, during period from Oct. 26, 19386, lo
Oct. 26, 1937, inclusive

. . Number
Nationality of vessels Gross tonnagse

ATEBNLING. e i mmee e oimmmosemmeame—am—enas 1 3,543
BT S o o e oo mm oo e e e mm e mmemmmmmme s mmm e 11 22,784,23
CADAFEAID .« o scmcm e e e mwe e e e e am e smm e 13 19, 769, 6
Chinese....... - 9 25,000
Cuban..._.. 3 3,207
Dominiean. 3 551
Eeuadorian - 2 114.1
French__.- . ] 19
Greek... - 5 21,181
Hungarian. - - i , 378
Ttalian__..._ - 6 18, B48
Japanese._ .. 7 31, 905
Tugoslavian_ - 2 , 956
Mesccan ... - 4 2,810
New foundlan . 1 772
Niearnguan. . - 4 6, 644
NOTWeEIAI . L o enu o e ee e 4 9, 536
Panamanian_ oo ._o.-.-- - 4 12, 140
Peruvian.... . . 1 360
Venezuelan _.....o....o-eomno-- 3 667
Union of Soviet Secializt Repub 4 10, 560

B 2 AU QUSSP UL RSy 89 191,923,93
Charler toahens. . ......._.. ] i8, 457
Sales alien without CranSler o e oo 3 4,278

TOtA) . e e e emeam—mae— e ————— Rt 214, 665,93

Durng this same period the Commission has approved the sur-
render of the marine documents of 73 vessels. This transaction,
involving a change in ownership but not in registry and flag, likewise
requires consent of the Commizsion under section 30, subsectior 0 (a),
Moerchant Marine Act, 1920.

COMMISSION PROPERTIES
Operation of Government-Owned Lines.

The Government-owned flect actively engaged in foreign comnerce
when the Commission took office consisted of 36 vessels serving 5
trade routes. These ships were operated for the Government’s
account by managing agents under operating agreements signed in
1935. The Merchant Manne Act of 1936 directed the Commuission
to charter or sell these vessels as soon as practicable and provided that
all operation of the Commission’s vessels should be discontinued by
June 29, 1937. At the beginning of the year, therefore, it notified
its managing agents that no sailings should be scheduled which could
not be completed by that date und shortly therealter prepared mds
for the charter of these vessels. Subsequently, at the request of the
Senate Committee on Commerce, the date for opening these bids,
scheduled for Mareh 1, was postponed for 30 days. On April 1, 1937,
an amendment to section 704 of the Meichant Marine Act of 1936 was
enacted by the Congress which permitted the completion of all voyages
commenced prior to June 29.
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. The Commission reissued invitations for the bare-boat charter of
these vessels on May 15, 1937, and bids were opened 30 days later.
The managing agents submitted bids for chartering the vessels on the
services which they respectively operated. Additional bids were
received from other groups on certain of the lines. Examination of
all the bids, however, revealed that some of them did not comply with
the torms of the nvitation. After a thorough consideration of the
remaining bids, the Commission determined to reject them in accord-
ance with the provisions of section 707 of the Merchant Marine Act,
1936, and to negotiate new agreements with the then munaging agents
for the temporary operation of the lines until conditions were more
favorable for a reoffering.

Under the terms of the new agreements, the managing agents agreed
to operate the lines for the Commission’s account on an actual cost
basis, all profits dertved therefrom accruing to the Comnission. This
form of agrecment eflected a considerable saving to the Government
over the 1935 agreement, under which the managing agents received
fixed payments on account of overhead, as well as o percentage of the
gross and net revenue, without any obligation to meet operating losses.
As the 1935 agreements had previously been extended several times
without a final settlement, the Commission reduced the compensation
payable to each of the managing agents. A brief statement of the
routes served by these lines and the voyages terminated thereon
during the past year is given in the following table:

Vayage
Line Managing agent terinina-
tions
America France Line (North Atlantic ports to Franee). | Cosmonolitan Shippwng Co_ ... 34
Ameriean Flampton Roads-Yankee Line (North Atlantic | Sowthgate Nelson Corporation. .__ 19
portsand Canada to United Kingdom and Germany).

Oriole Lings (North Ablantic perts to United Kingadmd ). . 24
American Republics Line (Aslontic ports to East Coast. | C. H. Sprague & Son, Ine......___ 34

Sonth Anterica).
Amgerican Pioneer Line

B O U 37

The results of operating the Government-owned lines for the fiseal
year 1937 were adversely aflected by prolonged strike conditions in
the industry. In spite of o general increase in vovage revenue over
the previous year, the net operating income diminished. Not only
was the direet cost of labor raised by an incresse in the wage scale
placed in effect on the Commission’s vessels Mareh 1, 1937, but further
charges were also incurred by changes in working conditions involving
overtime and extra personnel. The piice of various shipping scrv-
ices—stevedoring, cargo handling, tughoat hiye—likewize advanced.
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A further burden which will not be lightened in the future is the in-
creasing cost of repairs. The primary factor is the approaching
obsolescence of the Government-owned fleet. These vessels are now
17 to 19 years of age and. their needs for repair and replacement grow
with each year. Other causes tending to boost the bill for repairs are
the curtailment of maintenance work formerly performed on board
ship by members of the crew and the increases in labor and material
costs in the shipyards.

The outlook for the fiscal year 1938 is uncertain. Actual voyage
revenues for the 3-month period ending September 30, 1937, have ex-~
ceeded estimates for the period, but operating expenses have also
mounted. Some savings may be expected from the consolidation of
the purchasing activities of all the Government-owned lines.

Average gross rerenue per voyage

Fiscal year 1938
Figcal year

1937 Actnal

Estimate through

Bept. 30
America France lAne. oo vee et eiee e an——— £33, 304. 50 $42. 000 $39,747. 20
American Hampton Roads-Yankee Bane .. oomooiiaami. 46, 509. 17 50, 000 67, 748. 26
Qriole Lines_ . _._.__.._ aee 52, 202, 87 56, 000 48, 694. 01
American Republies Line .o 88, 427. 36 §5, 000 88.274.35
American Proneer Line_ . eecweiemoiao i 120,211 98 148, 930 153, 013, 38

The Commission is directed by the Merchant Marine Act of 1936
to arrange for the employment of its vessels on essential foreign-trade
routes in the hands of private operators. The consummation of this
policy Is necessarily contingent on conditions being favorable for the
sale or charter of these vessels after the essentiality of the routes they
serve has been determined. The Commission’s survey of frade
routes indicates the desirability of realigning these services. Some of
them may be discontinued as separate entities and merged with other
lines or taken over by private operators to supplement an existing
service. No prognostication of their final disposition can properly be
made until the long-range program assumes more definite shape.

The Laid-up Fleet.

On Decernber 26, 1930, the laid-up fleet consisted of 196 vessels
located at Staten Island, N. Y.; Fort Eustis, Va.; Solomons Island,
Md.; New Orleans, La.; Mobile, Ala.; and Seattle, Wash.

The classification of these vessels was made after 2 survey in 1934-35
conducted by a joint committee representing the former Merchant
Fleet, Corporation, the Navy Department, and the Bureau of Ship-
pitig. As none of the vessels had been drydocked at that time and
no under-water hull inspection had been made for more than a decade,
the Commission laid down plans for a drydocking program and reclas-
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sification. of the entire fleet, The following chari shows the classifi-
cation and location of the vessels in the laid-up fleet as of October
26, 1936, and October 25, 1937:

Classificalion and location of laid-up fleet

]
Oct. 26, 1936 i Oct, 25, 1937
I

Lgeation a a o : Locotion @ CI -
ass j Clagy 1 Class - N ass a&s ass
T 0| aar | Totad I 1 | Total
{ —

Staten Island, N. Y ____. 20 32 3 55 || Staten Island, N. Y.....
Solomons Isiand, Md._. 2 . T 4 || Solomons Istand, Md__.
TFort Bustis, Va_ 5 49 17 71 |{ Fort Eustis. Va
New Orlesns, I 12 40 7 59 1| New Orloans, I4
Mabile, Ala. —— 3 3 || Mobile, Ala_.__
Seattle, Wash_oeoocmmoi e 4 4 | Seattle, Wash

Grand total.- .. 39| 130 27 186 Grand total ...

Eighty-three vessels have been disposed of during the past year—
6 vessels were delivered to Liykes Bros~Ripley in accordance with the
purchase contract dated February 17, 1933; 2 vessels were placed in
service on routes operated by managing agents for the Government;
the remaining 75 vessels of class III, which indicates they are of in-
sufficient commercial or military value to warrant further preserva-
tion, were sold between July 6, 1937, and Oectober 21, 1937. The
conditions surrounding the sale of these are briefly summarized in
the following table:

Recaprtulaizon of sales

i
§ Average
Dend- h
Terms Number weight Sale price da%];;?\?igleglt
tons iV
Restricted to domestic operation for 10-Year period._ . _ 2 17,091 | $144, 850.00 $8. 57
Restricted to domestic pperation for 10-year period
after conversion t0 colliers. ..o o oooneemaen 2 15,938 130,019, 66 8.16
For conversion to bulk liquid carriers_ - 4 46, 051 745, 000. 00 16. 18
For serap in United States_____.._____ 13 30, 304 314, 134. 43 3. 51
F¥or operation with restrictions from
United States ports for 10 years_ 27 221,746 | 1. 164, 582.99 6, 60
For scrap—ahroad. 25 223, 596 | 1, 105, 390.00 4.94
Y USRI 7h 613,726 | 3, 003, 976.93 6,36

In connection with the foregoing vecapitulation of sales of vessels
in the laid-up fleet, it is interesting to note that in addition to the
price paid for vessels purchased for operation or scrapping in foreign
countries considerable expenditures were required to put the vessels in
proper condition to cross the ocean. Estimates made by the Com-
mission, which have been carefully checked, reveal that the average
expenditure in this country to repair and outfit a vessel for use
in foreign operation amounts to $60,000 per ship, whereas $40,000 is
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the average amount spent to equip a ship for one outward voyage
before being scrapped. On the basis of dead-weight ton the
average expenditure on ships sold for serapping abroad approximates
$4.50 per ton and reaches $3.30 per ton when the useful life of the
vessel will be prolonged.

The drydocking program undertaken by the Comunission, which
resulted in the reclassification of 39 vessels, was carried out during
the summer months in the Staten Island and James River fleets. A
study was also made of the most suitable place for laying up the class I
and class IT vessels which the Comimission desired to retain for emer-
gency use. 1t was found that the James River site offered the most
advantageous location for consolidation of the two fleets. Conse-
quently 23 vessels in the Staten Island fleet were towed to the James
River during the late summer months. The work was carried out in
conjunction with the Coast Guard Service for approximately $20,000.
This transfer permits the Commission to dispense with the Staten
Tsland location and personnel and will effect a considerable saving in
the number of men required to maintain the fleet in a proper state of
preservation. It is estimated that the consolidation of these fwo
fleets and discontinuance of the Mobile fleet will reduce the mainte-
nance charges approximately $200,000 per annum. The 113 vessels
now comprising the laid-up fleet will not be sold for operation in
either foreign or domestic trade, but will be held in reserve for a possible
use in commercial or national emergencies. When any vessel is sub-
sequently found to have deteriorated to a point where it no longer has
sufficient military or commercial value to warrant its further preserva-
tion, it will be sold for scrap or otherwise removed. This action takes
the laid-up fleet off the market definitely removing one lack of incentive
for new construction.

Terminals,

One of the functions delegated to the Commission by legislation
prior to the 1936 act is the supervision of various physical assets re-
quired during the era of wartime shipbuilding activity and the heyday
of the Government-owned fleet. A thorough examination of these
properties has been made by the Comumission with the object of placing
those which it finds desirable to retain in a sound operating condition
and disposing of the remainder.

Like other branches of the shipping industry, the financial return
on the Commission’s five terminal properties and one fuel-oil station
fluctuates with the movement of cargo. During the depression the
rentals were reduced in recognition of the decline in traflic. Although
they have produced very satisfactory revenues during 1937 the present
contracts may not in all cases reflect the current rate of activity. Con-
sequently, the profits of the lessees of the respective terminals exhibit
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considerable variation from the standpoint of percentage of return on
gross revenue of business. The Commission is now studying the terms
of these contracts with the intention of negotiating a form of contract
equitable to each lessee and responsive to the ecyclical character of the
shipping business.

Revenues and expenses, Nov. 1, 1936-Cct, 31, 1987

Mgingengnce

- and adminis-

Terminal Revenues trajive ex- | DNeb revenus

penses

Bosten._ - $65, 711 $37, 481 $28, 230

Brooklyn._ 111, 050 62,714 48, 286

Hohoken_ —— 1 80, 544 45, 742 14,802

Philadelphia. oo oo ae— s 162, 500 , 264 63, 236

] 3] 120, 968 115,907 9, 061

Craney Island . e —emaeas 500 O] 500
7 541,223 384,108 | 160, 116

£ 50 pereent, gmss revenug—minimum reptal, $80,600.
2 Maintained by Iessee.

Before seeking any adjustment of these contracts the Commission
wished to be apprised of the future maintenance reguirements of
these properties. A detailed report has been prepared by an inde-
pendent expert in the field, which estimates the repairs necessary in
the next 5 years. A long-term maintenance program will be projected
on. the basis of this report to guide the Commission in its future
arrangements for the lease of these propetties.

Surplus Vessel Equipment.

The former Merchant Fleet Corporation maintained warehouses at
Hoboken, N. d.; Notfolk, Va.; and New Orleans, La.; which were used
for the storage of navigating gear, materials and equipment removed
from laid-up vessels, special ship-repair materials, and o limited quan-
tity of miscellaneous supplies available for use in connection with
operations of the Government-owned vessels. It was found that the
cost of maintaining these warehouses was excessive in view of the
reduced number of Government-owned vessels engaged in active
operation and the sale of vessels in the laid-up fleet which were found
to be of no commercial or military value. The Commission deter-
mined therefore to miniipize its activity in these matters by iquidating
all warehouse stock except ship-repair materials and sufficient navigat-
ing gear to equip the vessels remaining in the laid-up fleet. The staff
of the various warehouses has been decreased and all surplus property
has been disposed of during the summer months. A recapitulation
of the sales of surplus equipment in the storehouses and of the laid-up
vessels is given below:
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Recapitulation
Book value : i
lass reserves | SEIME price
Btorehouses:

$35, 267. 68 $33, 383. 56
19, 086. 13 12.850. 90
18, 200. 21 20, 500. 78

72, 554.02 66. 835. 24
11, 659.

4, 986.05
16, 645.05

Housing Properties.

The Commission has title to various houses and properties consist-
ing of 17 houses and 16 parcels of land located in Philadelphis, Pa.,
Camden, N. J., Groton, Conn., and Portsmouth, N. H. Investigation
of these properties revealed that their retention was not advantageous
to the Commission from the standpoint of utility or income. Invita-
tions for their purchase were issued, but the offers were so far below
the appraised value of the properties that they were rejected. The
Cominission has authorized further negotiations for the disposal of
these properties, but in view of their undesirable location it iz not
believed that a ready market exists for their sale.

FINANCIAL STATEMENT

Acting on the authority granted in the Third Deficiency Appropria-
tion Act the Commission obtained estimates from a number of well-
known firms of certified public sccountants to examine the hooks of
the Commission as of April 15, 1937. As the report of the firm
selected has not yet been completed and the necessary adjustments
made in the accounts, it is not possible to issue a statement of the
assets and liahilities of the Commission as of the close of the fiseal
wvoar 1937, There are submitted, however, a statement of collections
and dishursements, October 26, 1936, to October 31, 1937; and an
estimate of operating profit and loss for the period October 26, 1936,
to June 30, 1937.

The principal assets of the Commission, exclusive of the funds on
deposit in the United States Treasury and its ships and properties,
are the construction-loan notes and ship-sales notes. Of the construc-
tion loans made under the Merchant Mavine Act of 1928 in the
amount of $147,943,642.41, almost one-half has been repaid, leaving
a balance outstanding of $76,228,147.48 on October 31, 1937. The
total of ship-sales notes receivable on the same date was $10,985,075.87.

Approximately $2,000,000 were paid to the Commission in satisfac-
tion of construction-loan notes and ships-sales notes when the ocean-
mail contracts were settlsed.
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ArPENDPIX A

Slalement of collections and disbursements of the Division of Finance, U. 8. Maritime
Commission, Oct. 26, 1935, to Out. 31, 1937

T ““—T S
I et 26, 1938, | Apr. 16, 19&? Total, Oct, 28,
to Apr. 15, to Oc 1936, to Oct.
1937 a1, 1937

Appropriation transfeis to U, ¥ dMaritime Commission:

Translers from U S. Sluppnrg Buard, UL 3, Merchant

¥leet Corporation, and U, 3. Shipping Board Bu-

POAN . e e e c e e e am 188, 116, 19. 79 $2, 159 83 | $38, 118, 320. 62
TPransfers from Post Oflice Departinent. Foreign

geean-nail approyriatinng . .. 10,000, 000.00 1 ©,%03, 363, 04 | 16, 963, 864, 91

Transfers from Slate Peparzment. |

1uen of

FOYQIEN CUNTERUWS | L e e e emiomean 1,380, 00 2,202 21 3,582.21
Fransiers from Departmeni of Commerce; Printing
and hinding uumupnanon ] 1% U TL320.72 |l 11,325, 72

Trausfers from t.. 8. Tre: ary - {areater Teaay and |

Panr American Eaposition, appropriation §,787.02

PHAL e e 9‘» l"s 511 10.; 103, 889, 51

Collections: '
Copstructionloan nofes receivuble.. ...
Ship-sales noles receivable.
Miscellaneous notes receivable. ... ...
Lunterest oo noles recorvable, in-hance pr
Cash paymenis on sales of vessels

4,672, 600.31 | 4,027, 149 31 [ 0,200, 758 2
12072 | 8 380196 Ty | 1 5A0, 408 51
396, 278. T4 Iy, 200 85 784, 479 59
1,250,350, 52 | 1,362,857 B8 | 2, 597, 308 40
13. THOT.00 | 265232 66 [ 2770, 025.66

Sale of other assets.. ... .. 15, 0941 30 118, 432 of 134,028, 98
Operation-of-vessels revenue 3,07,028.43 15,917,800 42 o, 534, 531 75
Real-estate rentals 307, 300, 92 345,782 68 453, 519
Instrabce premimms. loss recoveries, etc. 197, 94 06 1135,144.79 313,048_856
Reeeipis in Jiguidation of recersables a

geea-Tnasleettlement aEreIueNtS .o e emame e G601, 367, 5% 60i, 367. 59

B £ e 260015087 69y 581, 3¢ 998, 925, 45
12,536, 120.99 | 20,001, 275,02 | 22,157,309 O

Drisbursements:

Foreign-ocean-matl-coniract pasnents_ . 4,079,529.07 | §,916,600.30 { 12.995,129,37

General adminisirative oXpense. ... - 80D, 8325.24 1 1,181, 765. 26 1, 491, 610, 54
Onerations-of-vessels expense. 4,230,174 45 | 6,229,595.99 | 10,509, 770,04
Raosgrve fleet expense. .. ... 114,367, 69 309, 806, 81 454, 174,47
Real-estate operalions, repairs s Detterments . 175, 747. 26 173, 053. 60 363, 800, 56

Insurance lossey, returned preminms, e4C.........-.... 121, 168, 13 07, 045, 36 §23, 213, (9
Brisbursed in liguidation of payables ansing out of

ocean-mall-settlement agreements. .o 1, 854, 503,32 1,854,591, 42
Operating-differential-subsidy pavients , BOS. 10 95, 868. 10

Miseellaneous o ov oo cenicc e em e ean 64, 066, ¥7 &Ul 748 03 961, 814. 95

L2 )£ ) OO 4,778, 808. 68 | 20,072, \)Tb.62 29, 845,975 30

Summary:

Total agpropriation transfers OR, 128, §75.51 | 6,975,014 Q0 | 103,103, 889. 51
Total collections 12, 536, 120,99 | 20,001,278 62 3.’., Fd'i' 399 1
Total appropriation transfers and collections. . _.___ woa] LT0, G4, 900, 60 1 26, 976, 292, 02 | 137, 613, 288. 52
Total dishbursements o . aeeoocrmecoccmrmnns [ 9,773,805 68 | 20,072, 070,02 | 29, 845, 975,30

Balance... 100,891, 097. 82 | 6,904, 215 40 | 107,795,313, 22

Balanes zvailable: Funds on deposit, U, & Treas-
Hry, Q6. 3L, 1837, . e e cram e ca e e ca e et i e aem 107, 765,313, 22
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ArrenNDIX B

Consolidation of monthly financial statemenis of the U. 8. Marilime Commission,
Jiscal year 1937—0ct. 26, 1938, to June 30, 1987

ESTIMATED OPERATING PROFIT AND LOSS

Oper- listimated
ating N(}:r&lg?r Profit (+) or
BEEC: [ inals Juss (=)
ment Revenue Expense

Freighters_. .. ..___. . 90 146, 415, 518. 50 |47, 267, 106.92 —$821, 501 33

Inactive vessels in 3
tions—Maritime Comnmission..._

Miseellanecus revenue and expense:
Terminal properiins
Other properiies. ..
Interest earncd and

Reserve fleet evpense. .
Adminisfrative expens
Ocean-mail confracts._ .

______________ 138, 269, 03

—188, 269, 03

371,648,38 | 283,542 34 488, 106. 04
56, 004 27 1. 639,00 454, 365. 27
2,217. 268.30 | 1, 394, 736. 67 +822, 531,33
2,634,020 95 | 1,679, i5.31 +965, 002. 64
......... R YT —250.254 45

1,218, 543, 70
14,173 969 32

—1,218, 533, 5D
—14, 175, 969. 32

78 | o, 09, 439, 54 {24, 750,101 53 j =15 639, 654 99

L Number of vessels al end of fiscal yoar.
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UNTTFD STATES MARITIME COMMISSION

OFFICE OF COMMISSIONERS

Responsitle for the development and admin-
Istration of the Merchant Marine Act of
1936,

]

EXECUTIVE DIRECTOR

Coordinates and assigns all divisional,de-
partmental and rield activitles approved
end autnorlzed by the Commission; makes
recommendations on matters to bve presented
to the Commission for action.

|

|

1

LEGAL DIVISION

TECHNICAL DIVISION

DIVISION OF OPERATIONS AND IRAFFIC

DIVISION OF FINANCE

DIVISION OF ADMINISTRATION

Performs all legal services for the Com-
missicn; prepares contracts$ and other doce
uments; conducts litlgatlon; settles
¢laims and renders opinions and interpre-
tations; conducts negotiations and pro-
vides counsel at hearings. The Division
15 comprised of the SUBSIDIES and OPERA-
TIONS, LITIGATION and CLATMS and OPINIONS
and REVIEWS Sectioms.

Analyzes or prepares plans and speclfica-,
tions for the constructlon of merchant ¢
vessels: préepares from technical stand.
point invitations for constructiocn and re-
pairs and recommends on blds; supervises
and inspects the construction of vessels;
reports upon shipyard facilities; conducts
condition and repair swveys of vessels
under Jurisdictlon of Commisslon; main-
tains mmpnlcw fleet in state of preserva-
tion; serves as lizison with Navy and Come
merce Departments on construction matters.
The Division consists of the DESIGN, IN-
SPECTION and MAINTENANCE and LAID-UP FLEET
Sections.

Administers contracts and supervises op- /
eration of Comnission lines; studies and
recermends on ow.mn.ma__hﬂ and traffic phases
of subsidy arplications and payments; co=
operates with Division of Regulation in
the malntenance of agrecments between
1ines; submits comments on tragde route
surveys; oromotes the use of American Flag
vessels; recommends on applicatlons far
3ale clien, transfer to foreign registry
and swrender of marine documents of U. S,
vessels; supervises the operatlon and
mzintenance of terminal properties, The
Division consists of the OPERATIONS, TRAP-
FIC and TERMINALS Scections.

Maintains records and prepares reports of
the financlal transactions of the Comnls—
siong audits and certifies administrative
vouchers and voyage accounts; auwdiis steam-
ship and shipyard contractors'! accounts and
rinances; analyzes, makes recommendations
on, and administers applications and con-
tracts for operating and construction sube
sidies apd other financizl contracts; re-
ports upon miscellancous claims, The Divi-
sion consists of the ACCOUNTING, AUDITING,
EXAMINING, and CONSTRUCTION COST AUDIT Sec-
tions.

Yrovides adrdnistrative control of centrgl
gervice agencies; conduets ement stule
ies, supervises warenousing, and savises on
rusiness matters. The Eﬁmmos is comprised
of the PERSONNEL, PURCHASE and SALES, PLAN-
NING, MAIL and FiLES, STENOGRAPHIC and TYP-
ING, TELEPHONE, LIBRARY and COMANICATIONS
Sections.

DIVISION OF MARITIME RELATIONS

DIVISION OF REGULATION

DIVISION OF RESEARCH

TNSURANCE PIVISION

Conducts research and hearings necessary to,

develop data far recommendaticns for mane
ning and wage Scales, 1iving conditions and
other stapndards for vessel personnel; hears
complaints regarding and investigates ac-
taal conditions aboard vessels; represents
the Commission 1n all conferences pertain-
ing to personnel of the American merchunt
marine.

Investigates, hears and re¢ommends actlon
on 211 complaints flled under regulatory
provisions of Shippin; Act; examines rutes
and tarifrs filed for compliance with the
ACt3 zne the requirements of the Commis-
.Slon; examines and recormends approval or
ialsapproval of agreements made between
jcommen carriers and other persons under
gsection 13 of the Shipping Act, 1916; rec-
ommends rules, regulations or legislaticn
necesscry to protect amerdcan shipping and
corriers in foreign and domestic trade.
The Pivisicn is comprised of the FORMAL
DOCKET, AGREEMEMTS, and RATES and TARIFFS
Sections.

Gathers, analyzes and makes recommenda-
tiong on information pertaining to ship-
ving with varticular reference 10 the os-
sentielity of trade routes, the differen-
tials vetween forelgn and domestic opera-
ting and construction costs, the nature
and amount of forelgn government ald ren-
dered to shipping and the facllities of
forelgn end domestic poris; gathers, tabu-
lates ond disseminates shipping statistics.
The Divisien is comprised of the TRADE
RGUTES, CONSTRUCTION-DIFFERENTIAL, OPERA-
TING-DIFFERENTIAL, GOVERNMENT AXD and PORT
SURVEYS PROJECTS and a STATISTICAL Sectlom.

Manages the insurance activities of the
comrdssion, including the underuriting of
hull insiwranee, the adjustrent of clolms,
the review of insurance covering vessels
and property under the jurisdiction of the
ooa,WmuHoP and the preparation of reportis
on cost differentials and ¢n other features
of world marine Insurance. The Dlvision
congists of the UNDERWRITING and CLAIMS
Sections.

SEGTION OF SPECIAL STUDIES

Makes detailed studies of a speclal nature
as neeled by the Commission; prepares the
rindings of these studles in final form
tor relenses.

INFORMATION SECTION

Prepares and releases informatlon conccrm-

vm.ﬂo aetivitles of the Cormission; maln-
talns 1iaison with the press, radle, ¢ine~
m, pericdicals and other news media; plans
exhibits fer the Commission.
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