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LETTER OF TRANSMITTAL

Unrteep States Marizmse CoMMISSION,
Wastxgron, December 1, 1941
To the Congress:

T have the honor to present hevewith the report of the United States
Maritime Commission for the year ended October 25, 1941.

This report is submitted pursuant to section 208 of the Merchant
Marine Act, 1986, as amended, which provides that “the Commission
shall, at the beginning of each regular session, make a report to Con-
gress, which shall include the results of its investigations, a summary
of its {ransactions, its recommendations for legislation, a statement
of all receipts under this act, and the purposes for which all expendi-
tures were made.”

The Commission is not submitting at this time any recormmendations
for legislation. The authority considered necessary to date has been
granted to the Commussion by the Congress for the duration of the
emergency. If any developments made it necessary in the opinicn of
the Commission to amplify this authority, recommendations wiil be
made to the Congress for its consideration.

The acecompanying report covers the remaining activities of the
Commission for the period under review.

E. S. Laxp, Clhairman.
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UNITED STATES MARITIME COMMISSION

INTRODUCTION

The supply and utilization of merchant tonnage is the heart of our,
national defense effort, the program of aid to the democracies and the
prosecution of war by the anti-axis nations. Without ships to bring
to these shores rubber from the East Indies, bauxite from South
America, chromium from Africa, manganese, tin, and other materials
essential to our emergency productive effort, the vast industrial activity
of the United States would be hamstrung. It has been said that our
defense is a question of matériel—planes, tanks, ships, and guns.
Without ships to transport the tanks, guns, and the majority of the
planes, the aid which this country is presently extending to the
democracies would be abortive.

While the Navy is our first line of military defense, the oil required
to fuel its manifold vessels must be transported in tankers from the
oil fields to the refineries and thence to the many naval bases scattered
throughout the Atlantic and Pacific Oceans. Then, too, the Good
Neighbor Policy of this Government requires the augmentation of
shipping services with the other 21 republics of this hemisphere in
order that their exportable surplus of agricultural products and raw
materials may find a marlet.

When active warfare broke out in Europe in September 1939, and
was {ollowed shortly thereafter by the enactment of neutrality legis-
lation, the major concern of nmany steamship operators was to find
profitable employment for the vessels prohibited from engaging
their usual trades to the major portion of the European Continent,
which had normally purchased about 40 percent of our exports. As
the war progressed, additional countries of Europe were included in
the blackout area but other factors avose which offset the loss of oppor-
tunity to trade with these arcas. With the virtual domination of
Western Europe by Germany, in the sumnier of 1940, the Unifed King-
dom was forced to rely more and more upon the supplies received from
its colonies and dominjons and the United States. This factor, coupled
with the increased cffectiveness of submarine warfare, compelled the
British to allocate to direct service to the United Kingdom a con-
stantly increasing proportion of the vessels formerly engaged in
world-wide trading. This placed a heavy burden on the United States
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2 REPORT OF THE UNITED STATES MARITIME COMMISSION

merchant marine and the other neutral ships not drawn within the
orbit of the British war effoxt.

On. September 1, 1989, the United States merchant flect of cargo
vessels of 2,000 gross tons and over, excluding vessels operated on the
Great Lakes, consisted of 939 ships with a tonnage of 5,281,872 gross
tons. Since that date, over a million tons of cargo vessels have been
transferred to foreign registry. Approximately half of this amount
was withdrawn from the domestic trade which was definitely over-
tonnaged in 1939, These vessels, including 48 vessels in the Maritime
‘Commission’s laid-up fleet, weve sold for the most part to citizens of
Great Brifain and her allies and to countries of the Western
Hemisphere. While these vessels, almost all of which were over 20
years of age, are no Jonger registeved under the United States flag,
they have eontinued to serve the interests of the Uniled States. Many
have been placed in trade to the United Kingdom and many others
have assisted in the maintenance of essential comunerce with, other
countries of this hemisphere.

During the same perviod, the military branches of this Government
have called upon the Maritime Connnission to furnish them witlh nec-
essary auxiliaries. The Army and Navy have acquired, as of Qctober
15, 1941, 132 vessels with a gross tonnage slightly in excess of a million
tons. Sixty-iwo of these ships were a part of the Commission’s eon-
struction program inaugurated in 1937. The essential foreign trade
routes of the United States have thus been deprived of the carrying:
power represented by these fast new ships at a thne when our industrial
production demands a vast increase in the normal {low of strategic,
critical and essential materials.

The merchant mavine of the Unifed States in vears prior to the out-
break of the Kuropean war transported aroand 50 percent of our total
mmport and export trade. In 1940, excluding bulk licquid cargo carry-
ing tankers, United States flag vessels transported approximately 40
percent of our total imports, This fizure, however, represents only
about 75 percent of the imports of strategic and critical materials
alone brought to this country in that year. As the Qflice of Produe-
tion Management has indicated the need for increasing the imports
of strategic and critical materials for the current year by 25 percent
over 1940, the heavy strain upon the American merchant mavine and
the other neutral ships requires the most effective utilization of ton-
nage in order that our productive efforts may be maintained at a rate
consistent with the promises we have made that the United States
will be the arsenal of democracy.

In recognition of the important role of shipping in the prosecution
of our national defense efforts, the Marvitime Commission has under-
taken a tremendous expansion of its peacetime long-range program,
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originally established in 1938 as 50 ships a year for the ensuing
decade. Even prior to the outbreak of the European war, the Com-
mission accelerated its existing program by contracting for 67 ships
at peacetime prices in the late summer of 1939, The program was
further accelerated in the summer of 1940 but was confined to increas-
ing the commitinents at existing shipyards.

In the early part of 1941 our national policy of defense and aid to
the democracies made it imperative that ships and more ships be built.
Fortunately, the shipbuilding activities fostered hy the Commission
over the preceding 3 years permitted this emergency expansion to take
place without the long delay which accompanied our shipbuilding
effort in the last World War. Contracts for the construction of the
200 vessels in the Liberty Fleet at 7 new shipyards were quickly agreed
upon. Shortly thereafter the construction of an additional 212 vessels
was authorized by supplemental lease-lend appropriation. Further
appropriations during the course of the year increased authorized
construction to a figure of approximately 13 million tons. It i esti-
mated that 6 million tons will be delivered during 1942 and the
remainder during 1943,

Until deliveries under this program reach a point where the
output balances the net los- of shipping attributable to destrte-
tion by warlike action, acquisitions by the Army and Navy and other
drains upon commerical tonnage. the critical nature of our ocean
transportation problem will continue. Tt is expected that, barring
unforseen difficalties I the aciquisition of necessary material and
undue stoppage of work, the spring of 1942 will find at least 2
vessels a duy sliding down the launching ways.

The etfective use of the lmited supply of tonnage wvailuble and the
desire to prevent the phenomenal rise in freight rates which char-
acterized the last World War, have compelled the Conunission during
the past year to exercise definite measures of ¢nntrol over the shipping
mdustry.  The necessity for coordination of our ocean transportation
facilities wus recognized by the President in a letter of February 10,
1941, in which he requested the chairman of the Maritime Comnnission,
with the assistance of the other Government departments involved,
to take proper steps to secure the maximum utilization of our merchant
tonnage.

Pursuant to this divective, the Commission has served as a conduit
for transmitting the requirements of other Government departments
and industry for transportation of materials to the =(eamship opoer-
ators engaged on spectfic routes.  On the other hand. the Commission
had indicated n a series of instructions to the various freight con-
ferences and to individual steamship owners that increases in

J2RGBI—41——2
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freight rates will not meet with the approval of the Commission
unless the stalements in support of the increases are fully substan-
tinted. This system of voluntary control has recently been imple-
mented by enactment of the Ship Warrants Act, which provides
that necessary facilities for the servicing of vessels will be made
available in the first instance to operators who have filed under-
takings satisfactory to the Commission with respect to routes served,
cargocs transported, and rates charged.

The ocean-going flect of the United States today, despite the trans-
fer of over 2 million tons to the Navy and Army and to foreign
registry is equal in carrying power to the merchant fleet of September
1, 1939, and vastly superior to that of 1914. Fulfillment of the
Comunission’s program for 1942 construction will double its size.

The repeal of the restrictive provisions on shipping in the Neu-
trality Act of 1939 open the seas once more to the cargo ships of
this country. Whatever new and perplexing problems may arise
the vast construction program now under way gives promise that
the United States Merchant Marine will shortly be ready to deliver
the goods.

Organization,

The membership of the Commission has undergone several changes
in the past year. Max O'Rell Truitt resigned {from the Commission,
effective April 1, 1941, and his place was taken by Captain Edward
Macauley. The Honorable John J. Dempsey, former representative
from the State of New Mexico, whose appointment to the Maritime
Commission was confirmed by the Senate on November 26, 1940, re-
signed from the Commission on July 7, 1941, to assume the duties of
Under Secretary of the Interior. The vacancy created by his resigna-
tion has been filled by John M. Carmody.

The staff of the Commission has increased steadily during the past
year. The tremendous expansion in the construction program neces-
sitated the employment of additional technically qualified persons to
prepare necessary plans, specifications, and to supervise construction
in the 23 shipyards presently engaged in Maritime Commission’s con-
struction. Increases in the technical staff required correlated in-
creages in the various other divisions, particularly those concerned
with supervising the financial aspects of the program.

More extensive supervision and control of vessel operations has
required the recruitment of numerous experts in this field to assist the
Commission. This applies also to marine surveying, taking of inven-
tories, and other inspection activities in conmection with the vessels
placed in service by the Commission and those ships of foreign regis-
try receiving lease-lend aid.
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The only two groups in which there has been any diminution of
employment are the Division of Regulation and the force required
to maintain the laid-up fleet. Upon transfer of the jurisdiction over
water carriers engaged in interstate comnmerce to the Interstate Com-
merce Commission, a small number of Commission employees were
transferred. As all Comnission-owned vessels have been withdrawn
from laid-up status, the various maintenance forces have been dis-
missed, except for a small group located on the James River.

Total employment of the Commission has now reached approxi-
mately 2,500 persons. Two-thirds of this number are located in the
main office in Washington, and the remainder are employed at the
Commission’s district offices and~ the various shipyards throughout
the country.

Studies and Investigations.

The number of reports on various aspects of shipping and ship-
building, which have been prepared by the Commission during the
past year for ils own use and for the use of many other government
departments and defense agencies, has increased steadily. The crea-
tion of new governmental agencies and the necessity for liaison with
all other departments concerned with ocean transportation has made
it necessary to assemble and disseminate statistical data and studies
of all phases of the Commission’s activities.

In zddition to it customary investigations of commodlity movements,
trade routes, vessels and vessel movements, the prospective shortage
of labor, both in the field of shipping and shipbuilding, has received
the carveful consideration of the Commission. The lack of informa-
tion heretofore available in many branches of this field has been
remedied in part by the application of tested research methods to
studies of the employvment problem.

Among the special studies prepared by the Commission during the
past year may be mentioned a report on the 8t, Lawrence waterway
project and a report prepared for the transportation study of the
National Resources Board. In cooperation with the War Depart-
ment, the Commission has continued the preparation and revision of
its Port Series, pursuant to the provisions of section 8 of the Merchant
Marine Act, 1920, but publication has been suspended temporarily by
the Commission and the Secretary of War because of data contained
in published volumes.

Legislation,

The major legislation affecting the Commission’s functions during
the period covered by this report was enacted to assist the Commission
in handling the increasingly critical burdens placed on the ocean-
going fleet of the United States in the past year. Outstanding were
measures to coordinate ocean shipping operations to facilitate ad-
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ministration of the Merchant Marine Act, 1936, and to provide for a
tremendous increase in ship construetion,

Commencing with Public Law 5, Seventy-seventh Congress. which
authorized the construction of the first 200 ships of EC-2 type. known
as the Liberty Fleet, a series of appropriations were approved by the
Congress during 1941 which provided for inercasing total construe-
tion to over 13,000,000 deadweight tons of shipping by the end of 1943.

Public Taw 23, Seventy-seventh Congress, known as the Defense
Aid Supplemental Appropriation Act. 1941, authovized the Commis-
sion to construct with lease-lend funds 112 additional EC-2 design
vessels and 100 vessels of the Commission’s standard types. All of
the ships to be constructed under-this act may be transferred for
defense aid purposes under the lease-lend lasv.

On August 25, 1941, additional funds were provided under the First
Supplemental National Defense Appropriation Act, 1942, and con-
tract authorization was granted for the building of more ships and
ship ways, including both the Commission’s standard types and mér-
chant vessels of such type, size, and speed as to be useful for trans-
porting the commerce of the United States and suitable for conver-
sion into naval or military auxiliaries. Ships constructed under this
authorization which arve to be used in the defense aid program may
be made available, hut only by lease to the government of any country
whose defense the President terms vital to the defense of the United
States, in accordance with the Lease-Lend Act.

The President by special message to Congress requested the enact-
ment of legislation to acquire and put to use immobilized foreign
ships in ports of the United States. Many of these ships had been
tdle for many months and some of them seriously damaged by sabotage
for which they were subjeet to forfeiture. The Congress authorized
{(until June 30, 1942) the Commission at the divection of the President.
to purchase or requisition any foreign vessel Iying idle in the waters
of the United States which 1s necessary to national defense, with
compensation to be determined pursuant 1o the just compensation
provisions of the 1936 act. Lease-lend funds are made available for
the payment of such compensation.

Important provisions in the same enactiment, known ax Public Law
101, authorized the Commission to charter or purchase any vessel,
domestic or foreign, for the purpose of providing additional vessels for
transportation of foreign commerce of the United States or goxds
essential to the national defense.

Under specified restrictions, both in the case of requisitioned foreign
vessels and other vessels purchased, chartered, or otherwise acquired,
the Commission was empowered to repair, operate, charter out. and
provide insurance for any such vessel. Vessels acquired by or made
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available to the Commission, and not documented under the laws of
the United States, may be granted special documentation by the De-
partment of Commerce and under certain restrietions, including
approval of the Commission, may engage in the coastwise trade.
Other provisions authorized the waiving by the Secretary of Com-
meree of provisions of law relating o crews and crew accommodations
and to inspection of vessels in order to enable the operation of these
vessels when documented under laws of the United States.

The Comniission’s staiutory power to rvequisition American owned
vessels and vessels under construction in the United Stales became
fully operative when the President proclaimed an unlimited national
emergency on May 27, 1941, So far, this power has been exercised
only for a few vessels

One of the most important enactments, intended ilo attain more
ellective use of available ships in the face of the increastug shortage
of tounage is Public Law 173, the co-called Ship Warrants Act.  This
was destgmed (o bring vessels of all flags engaged in the foreign trade
of the United States under the coordinated national defense program
for ocean shipping. The Commission is vested with authority (ex-
piring June 30, 1943) to enforce priorities in merchant vessel trans-
portation by a svstem of ship warrants. Ships with such warrants
have, with respect to the use of facilities for loading and discharging,
cargo handling, fueling, dry docking, and repairving, priority over
ghips without warrants and such priorities among themselves as the
Comniission may preseribe. Tn order to secure such a warrant, the
owner of a veszel must enter into an udertaking with respect io the
trades 1 which the =ship iz to be used, the voyages to be undertalken,
classes of cargo to be carried. and a fair and reasonable maximum
rate of charter hive or affreightment.  The act requires the Commis-
gton to make fair and rea~onable provisions for priovities with respect.
to the importation of strategic and eritical materiuls. the transportation
of materials when requisitioned by a defenze ageney, and transporta-
tion of eswentiatl defense materials.

Legislation (effective until June 30, 1942) dexigned to improve the
adatinistration of the 1936 act and to enable the Commission to fune-
tion efliciently and speedily under abnormal conditions affecting hoth
ship and construction and ship operation, incheded authority in carry-
g out the 1936 et to negotiate construction contracts without com-
petitive bidding. to adjust outstanding construction contracts, and to
negotiate charters of Cominission owned vessels without cohservance
of competitive hidding and certain other requirements of the 1936
Act, Safeguards are specified by the law in comnection with such
negotiations or adjustments, for example, the type of negotiated
contract is specified in much detail.




8 REPORT OF THE UNITED STATES MARITIME COMMISSION

Authority was vested in the discretion of the President to impose
priorities over deliveries and performance of contracts for private
account in favor of the Commission. A later amendment to the War
and Navy priority legislation placed the Commission on a parity with
the War and Navy Departments in the imposition of preferences on
delivery of materials under contracts or orders deemed necessary by
the President for the defense of the United Siates.

The authority of the Commission under an enactment of the Seventy-
sixth Congress to base construction differentials on prewar conditions
was extended to June 30, 1942.

The maritime training program of the Commission was strengthened
by a measure which authorizes new vessels for State nautieal schools
and an additional $25,000 annually in Federal aid for each State marine
school, conforming with standards worked out by the Commission
and admitting out-of-State students, with per capita costs of such
out-of-State students to be borne out of the increased Federal
appropriation.

An enactment terminating tax exemption in the case of obligations
hereafter issued by the United States and its instrumentalities is
applicable to debentures issued by the Maritime Conmmission under
Title XTI of the 1986 act (insurance of ship mortgages), but rights
under obligations which the Commission was committed to issue prior
to the effective date of the enactment are protected.

Rules and Regnlations.

The Commission issued, effective August 1, 1941, its rules of pro-
cedure in proceedings under the regulatory provisions of the Shipping
Act, 1916, and related acts. The previous rules under which the
Commission had conducted its regulatory procedure were adopted
in 1935 by the Shipping Board Burean of the Department of Com-
merce. The proposed revision of the Commission’s rules was pre-
pared in 1940 and incorporated a number of the suggestions made by
the Attorney General’s Committee on Administrative Procedure. A
formal hearing was held in January 1941 to which all practitioners
before the Commission and other interested parties were invited.
At the present time 525 attorneys and 265 other qualified persons have
been granted permissinn to appear before the Commission. The final
draft was later approved by the Commission and issued.

Under its general powers granted by section 202 (b) of the Mer-
chant Marine Aect, 1936, as amended, various rules and regulations
have been adopted by the Commission to carry out the powers, duties,
and functions vested in it. Among the more important of those issued
in the period under review are three general orders providing
regulations:
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1. For the establishment of construction reserve funds in con-
junction with the Treasury Department.

2. For the administration of civilian nautical schools.

3. For filing cargo reports.

This latter instance involved the formalization of previous instruc-
tions for obtaining esecential information with respect to the move-
ment of vessels and the ecarge carried thereon. In view of the
emergency shipping situation, the Commission deemed it essential
that accurate current information be obtained on these matters.

VESSEL CONSTRUCTION

The scope of our present-day shipbuilding program could scarcely
have been foreseen 4 vears ago when the first Maritime Commission
contract for new construclion was signed on October 21, 1937, The
vessel for which this contract was signed was subsequently deliv-
ered as the 8. 8. dmerice and is now under charter to the Navy
Department as the S. S, West Point. Yet in the course of the next
2 years preceding the outbreak of the European war a solid ground
work was Jaid upon which the present emergency shipbuilding
program could be imposed without the frantic efforts which accom-
panied our construction activities in the last World War. National
defense tankers, C-2 and C-3 design cargo vessels, special designs
of the American Export Line and the Mississippi Shipping Co. were
started in 1938, to be joined in the following vear by other Maritime
Commission € design vessels and the modified C design developed
by the Seas Shipping Co. Going shipyards received a fresh stim-
ulus from this production program, old shipvards were reequipped,
and several new companies entered the fleld to participate in the
broadest construction program undertaken since the World War.

The program which the Maritime Commisston initiated in 1983
contemplated the replacement of our aging and obsolescent cavgo
fleet, DMaking allowance for the greater speed and enlarged ecargo
eapacity of the new vessels, it was felt that 50 new ships a year
for 10 years would supplant the eight-hundred-odd survivors of an
earlier era. The major concern was not that the ships were needad and
could be built but who could purchase them. The possibility of pri-
vate operafors being able to absorb even 50 chips secmed beyond the
realm of likelihood in the light of the facis disclosed by the Commis-
sion’s Economic Survey of the Merchant Marine in 1937. Nevertheless,
the urgent need for new, fast, and eflicient cargo carriers ontweighed
considerations of a probable deficiency of private capital to acquire
them under Title V of the Merchant Marine Act. The Commission,
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therefore, with the approval of the President, determined thai the
national policy involved in creation of un adequate merchant marine
must be effectuzted and proceeded with its long-range program under
Title VII of the act.

When the ships which had been contracted for by the Commission
in 1938 became ready for delivery in {he following vear the Com-
misston’s doubts that private purchasers would not be found were not
substantiated. Tnecreased revenues derived from improved shipping
conditions in our foreign trade and the sums received from the sale
of obsolete vessels al rising prices enabled the subsidized lnes to
purchase, or make commitments to purchase, about 100 new ships.
As the total number of old vessels in the subsidized fleet at that
time was about 150, the replacement of ihese vessels with 100 new
ships provided equivalent carrying power and represented the max-
imum that could be expected under normal conditions. In addition
to the replacement programs adopted by the subsidized lines, a number
of other companies indicated their desire and ability to acquire new
vessels from the Conunission’s program.

As the European situation deteriorated from one crisis to another,
culminating in the outbreak of active warfare in September 1939, the
Commission tock steps to speed up its new construction. Subse-
quently. the defense program, and more particularly the requirements
of the Navy and Army, commenced to make deep invoads in the fleet
of new vessels being delivered to serve our foreign trade routes. Tt is
interesting to note that only 13 of the first 50 vessels built by the
Commyission still remain in the hands of private steamship operators.

An allocation of $500,000 and contract authorization of $36,000,000
from the President’s emergency fund enabled the Commission to
commence preliminary work on the emergency program for construct-
ing the 200 vessels of the Liberty Fleet authorized by Public Law No. 5,
approved February 6, 1941. The general design of these ships was
similar to that used in the 60 vessels for which the British Government
had placed construction contracts in the United States in the latter
part of 1940. The problem which confronted the Commission was
that of obtaining engines and auxiliary equipment for the proposed
new ships without interfering with the progress of the Commission’s
long-range program. It was found that by resorting to the older
type of triple-expansion reciprocating engine and by utilizing steam-
driven winches and other auxiliary equipment not being placed on
Maritime Comnission standard type vessels that unused manufactur-
ing facilities would be tapped. Simplification of design and elimina-
tion of a number of the refinements chavacteristic of the C design
vessels likewise facilitated in planning the production schedule for
these ships.
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During the course of the year, the manifest need for further ex-
pansion of our shipbuilding efforts in order to provide facilities for
transporting the increasing flow of sirategic materials and the con-
templated deliveries of lease-lend and other defense aid brought about
further large appropriations from Congress. The Supplemental De-
fenge Aid Appropriation Aecl, 1941, and the First Supplemental
National Defense Act, 1942, provided funds and contract authoriza-
tions sufficient to augment the Commission’s construction program to
a total of over 1,200 vessels of approximately 13,000,000 deadweight
tons to be delivered by the end of 1943. The majority of the ships
being constructed under this program ave of the EC-2 design, the
standard cargo designs previously incorporated in the Commission’s
program and tankers. In addition thereto, the Commission is con-
structing smaller cargo vessels known as coasters, both geagoing and
harbor tugs, and a limited number of concrete barges.

The scope of the emergency shipbuilding program was too large to
be encompassed within the existing facilities of private shipyards.
The first 2006 ships of the Liberty Fleet were therefore allocated to
T new yards: 3 on the Atlantic coast, 2 on the Gulf, and 2 on the
Pacific coast.  As subsequent authorizations were granted to construct
additional vessels, it became necessary to inerease further the ship-
building facilities of the country. A total of 131 new shipways have
been constructed or are under construction under the terms of facilities
contracts with the Maritime Commission. These include not only
those in the new yards fostered by the Maritime Connnission 1o con-
struct the emergency vessels but also additional ways to augment
existing facilities at § established yards,

Sunmmnaries of both the ship construetion and shipways construc-
tion programs are set forth in appendices C and D, respectively.

While the situations are not strietly comparable, certain comparisons
between this country’s =hipbuilding activity during the last World
War and that in which the Maritime Commuission is presently engaged
indicate the progress which has heen made in shipbuilding since that
time. On October 15. 1918, the Emergency Fleet Corporation held
contracts for the construction of 1,604 stecl ships, representing a {on-
nage of 10,518,905 deadweight tons. Contracts for these vessels lhad
been let with 73 shipyards having 390 <hipways reserved {or merchant
fleet construction. At that time the average time elapsed Letween keel-
laying and delivery was from 10 to 12 months. The S. 8. Cliffwood.
which was built in the shortest time of any of the Ifog Inland ves-
sels, required 6 months and 5 days on the ways with a total building
time of 7 months and 24 days.

On November 1, 1941, there were a total of 40 private shipyards
with building ways capable of handling ocean-going vessels of a size

428681—41——3
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equal to that of the Maritime Commission’s C-1 design slup. The
total number of ways occupied with Maritime Commission, Navy, or
private building was 211, including 6 nuoccupied ways. There were
under construction, or contracted for, an additional 58 ways and 6
future ways were under aclive consideration. There are thus a total
of 275 ways capable of handling the Commimion’s construction pro-
gram. From this amount must be deducted a number of ways in those
shipyards which are reserved for Navy construetion. Eliminaling
this figure and adding the ways presently occupied by British con.
struction, which will shortly be available o the Maritime Commis-
sion, there will be somewhat over 200 shipways devoted to the merchant
shipbuilding program. Present plans call for the completion of over
1,200 steel ships totalling 13,000,000 deadweight tons by the end of
1943, It will thus be sesn that the present construction program will
produce greater tonnage with approximately only one-half the num-
ber of launching ways required in the wartime program.

During the intervening years, the most important development in
speeding up ship construction has been the replacement of the riveter
by the welder. The use of welding affects many sides of shipbuilding
activity. In the first place, welders can be trainecd far more rapidly
and can perform their task without assistants. This is of particular
impmt‘tnce in the present era of tremendous expansion of shipbuild-
ing activity in which the dilution of shipbuilding skill is of vital
importance. In the second place, the time consumed by each vessel on
a launching way is greatly curtailed under modern conditions by the
use of welding which permits the assembling and welding of large
sections of the ship in the various shops before being fitted to the frame
of the vessel. In the third place, from the point of view of economy
in operation, the all-welded ship pemnts a saving in steel due to the
absence of overlapping plates, thus increasing the cargo-carrying
capacity of the vessel.

Conclusive proof of the improvements which have been effected in
the art of shipbuilding is obtained by a comparison of the annual
cumulative totals of deadweight tonnage of steel vessels of 1,000 gross
tons which were constructed during the Jast war effort and the present
emergency program. Assuming a base year 2 years before the out-
break of war in each instance, that is, 1912 and 1937, respectively,
continuation of the present rate of pmdu(,tion of steel vessels of 1,000
gross tons or more will result by the end of 1948 in an amount of dead-
wuo}lt vesse]l tonnage equal to that produced in the entire previows
construction period “111ch ended in 1921, From the point of view of
time necessary to complete the program, our current construction
effort at the end of 1943 will be more than 10,000,000 deaclweight tons
ahead of December 31, 1918, which is the compamble year of the
earlier program.
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The tremendous expansion in shipbuilding activity imposed upon
American shipyards, particularly in the past year, implies a corre-
sponding expansion of the labor force in the shipbuilding industry
if the delivery schedules of Navy and cargo vessels required for our
national defense are to be met. Owing to the dearth of construction
during the decade of the 1930%, the number of shipyard employees
had dwindled in 1985 to between 60,000 and 70,000. This figure
includes yards engaged in ship repair work as well as new construe-
tion. Under the impetus of the Navy and Maritime Commission
construction, this figure had approximately doubled by the beginning
of 1940. Based upon construction projected in the spring of this
year, it was estimated that a peak employment of 560,000 would
be required by the summer of 1942. Since that date, however, addi-
tional contracts have been entered into by both the Navy and the
Maritime Commission, so that early estimates will undoubtedly have
to be increased. While the shipyards, in conjunction with the Gov-
ernment, have established broad training programs to provide the
necessary skilled workers, the present scarcity of such personnel has
handicapped the efficient prosecution of the construction program
and resulted in considerable pirating of labor not only by other
shipyards but by other industries.

One of the measures adopted to prevent aggravation of this situa-
tion has been the establishment of shipyard stabilization zone stand-
ards. The cooperation of shipyards, contractors and representatives
of labor engaged in the shipbuilding industry, together with the
Governmental departments involved, resulted in the formation of
standard agreements for four zones: Pacific, Gulf, Great Lakes, and
Atlantic. These agreements fixed rates of pay for first-class mechan-
ics, set up overtime provisions and shift premiums, contained a
no-strilee or lock-out clanse. as well as provisions against limitations
on production. They became effective for the Pacific coast on April
1, for the Great Lakes on June 2, for the Atlantic coast on June 23,
and for the Gulf coast on August 1 of this year. The establishinent
of these zone standards has exercised a stabilizing effect on the ship-
building industry but has by no means provided a complete solution.

Construction-Differential Subsidies.

Title V of the Merchant Marine Act, 1936, provides that an oper-
utor engaged in an essential trade route may apply to the Commis-
sion for a construction-differential subsidy with respect to new vessels
which he wishes to purchase for operation on the trade route in which
he is engaged. This means, in effect, that an operator may purchase
a vessel built in the United States at the price which it would cost
him to construct such a vessel in a foreign country, provided that
the difference in cost does not exceed 50 percent of the American
price.
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The task of securing adequate data on the estimated foreign con-
struction costs of a vessel to be built in the United States is not an
easy one even in fimes of peace. KFach country has different stand-
ards of construction and favors types which may not necessarily
be built in other countries. The outbreak of the war in Europe
immediately intensified the difficulties of securing accurate informa-
tion on this subject. In recognition of this fact, Congress authorized,
and later extended the authorization until June 1942, or at a sooner
date if the emergency ceases to exist, the Commission to utilize pre-
war construction costs in making its determinations. Asg the Mer-
chant Marine Act provides that vessels constructed thereunder must
maintain a United States registry for a period of 20 years, it was
felt that the differentials existing in 1939 would provide the operator
with a reasonable parity in cost over the 20-year life of the vessel.

More recently, the cost of constructing ships in American yards
has increased approximately 25 porcent. This will tend to increase
the construction-differential subsidy granted by the Commission on
ships contracted for during the past year to the 50 percent limit
permitted by law.

OPERATING-DIFFERENTIAL SUBSIDY AGREEMENTS

The number of companies having operating-differential subsidy
agreements with the Commission has not changed dnring the past
year. (perations on particular rvoutes, however, have undergone
marked, and in some cases substantial, changes owing to the shifting
demands for tonnage in particular areas, the spread of warfare to
more distant quarters of the globe and the other dislocations which
inevitably occur in time of emergency. One of the major problems
which the majority of the operators have had to face has been the
acquisition of sufficient tommage to provide adequate service on their
respective routes.

The commitments for the replacement of obsoleie tonnage, which
the operators undertook when entering into long-term operating
subsidy agreements in 1938, have been for the most part completed.
In many cases, however, the operators have enjoyed but briefly the
use of these new vessels. The program for a two-ocean Navy, and
the requirements of the War Department for vessels to serve its out-
lying bases, has meant that a number of the new vessels constructed
under the Commission’s program have been twrned over to the mili-
tary branches of the Government. In certain instances, these vessels
had not been placed in operation. In fact, of the 62 vessels built
under the Commission’s long-range replacement program, which
have subsequently been acquired by the Army or the Navy, 50 were
taken directly from commercial operation. In order to offset the
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adverse effect of these forced withdrawals, the Commission has facili-
tated the acquisition of replacement tonnage and has utilized vessels
drawn from its laid-up fleet to supplement services deprived of new
tonnage.

The impact of the European war and the subsequent passage of
the Neutrality Act was felt most severely by the companies maintain-
ing service to European destinations, and more parsicularly the
United States Line, which operated the major American flag passen-
ger service to European ports. With the delivery of the 8. 5. Americe
on July 2, 1940, this company had three large passenger vessels con-
structed especially for the Norvth Atlantic trade, which were not
readily adaptable to any other service. Application was made to
the Maritime Commission for relief under the provisions of Public
Resolution No, 89, Seventy-sixth Congress, and authority to operate
them in lieu of lay-up was granted by the Commission for a series
of intercoastal voyages and cruises to the West Indies. In the spring
of 1941 the War Department chartered two of these vessels for a num-
ber of trips, and shortly thereafter the Navy Department took over
the America, the Manhattan, and the Washington under a charter
party agreement.

Other subsidized lines have also lost the use of passenger vessels
through purchase or charter by the War or Navy Departments.
Among the ships so transferred from commercial service are the Del-
orleans and Deltargentino of the Mississippi Shipping Co.; the
Ezochorda of the American Export Lines; seven vessels of the Amer-
ican President Lines, including three new combination ships built for
the round-the-world service; four passeger ships being constructed
for the American Republies Line; the Santa Barbera and Santa Maria
of the Grace Line; the Jroquvois of the New York and Cuba Mail Co.

A number of nonsubsidized companies, such as the United Fruit
Co., Baltimore Mail Co., Eastern Steamship Co., Panama Railroad
Co., have likewise contributed passenger vessels from their respective
fleets.

Despite the disruptions in service occasioned by the loss of new
vessels, the delays caused by the rerouting of vessels in the longer
trades and the difficulties encountered in operation under emergency
conditions, the past year has generally been a highly successful one
for American shipping companies. Although the cost of wages, re-
pairs, fuel, and other operating items have increased considerably,
the existing rate structure provides a very profitable return on almost
ull routes.

With the amount of foreign-flag competition decreased because of
withdrawals for direct service by the belligerent countries, and with
vessels booked to capacity in almost all trade routes, the Commission
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felt that these changed conditions raised the question of the necessity
of continuing operating subsidy payments. Negotiations for a
readjustment under the provisions of section 606 of the Merchant
Marine Act, 1936, were therefore entered into with the various sub-
gidized lines, and agreements were reached with nine of them to elim-
inate subsidy on all items except wages, upon which a percentage
was retained which would provide the operator with an amount equiv-
alent to one-fourth of his previous total subsidy. In the event that
conditions should alter considerably, these agreements provide that
upon request of the operator the subsidy schedule may be reviewed
at any time after 6 months have elapsed.

There is set forth in the following tabulation the approximate
operating-differential subsidy accrued during the fiscal year 1941:

Accrued operating-differentiol subsidy on voyeges and inactive periods, July 1,
1940, to June 30, 1941

Number Accrued

of voyages subsidy
American Fxport Tdnes, Toe_ e 81 $1, 365, 377, 19
American Mail Line, Ltd.______. R 22 433,952 42

451 3,450,506 95
10 244, 385. 26
74| 1,452, 824.70

Ametican President Lines, Ttd__
American S8outh African Line, In
Qrace Line, Tne. ... ...

Lykes Bros. Steamship Co., Ine .. i 140 1,132,114, 59
Mississipm Shipping Co., Inc — 50 (32, 476. 17
Moore-MeCormack Lines, Ine. ... . 125 1,823, 586.17
Now York & Cuba Mail Steams - 129 538, 910, 30
Qceanic Steamship Co. ... __ . 15 766, 232 15
Seas Shipping Co._ ... . 24 476, 668. 69
United States Lines Co. oo ouuaeasmm cmmse i cccmcamm e e m———— 36 744, 266, 41

B ) Uy Ry RS 751 13, 061, 301. 98

Aid to Vessels Over 20 Years of Age.

Pursuant to section 605 (b), Merchant Marine Act, 1936, as
amended, there is included in appendix E g list of the vessels over
20 years of age for which an operating-differential subsidy has been
paid during the period October 1, 1940, to September 30, 1941. The
payment of subsidy for over-age vessels has been granted by the
Commission pending their replacement by new construction. In
most cases this replacement program would already have been com-
pleted by this date if the Army and Navy had not acquired the use
of 50 new vessels already engaged in commercial service. Subse-
quent deliveries of other ships, however, have replaced virtually all
of these vessels. In consideration of these facts, and the others men-
tioned above, the Commission determined that it was no longer in
the public interest to grant financial aid for the operation of vessels
over 20 years of age and directed that such payments should cease
as of July 1, 1941,

When it was ascertained by subsequent investigation that the
rights of the parties to the subsidy agreements might be vitiated by
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failure to provide financial payment on the vessels employed there-
under, the Commission modified its action to include the payment of
1 percent of wages on vessels over 20 years of age included in existing
agreements,

STATUTORY RESERVE FUNDS

There are set forth in appendices I and J, respectively, statements
with respect to the status as of December 31, 1940, of the capital
reserve and special reserve funds established by companics having
operating-differential subsidy agrecments under the provisions of
section 607, Merchant Marine Act of 1936, as amended. Tt should
be emphasized in connection with these statements that the figures
used are largely unaudited and ave, therefore, subject to adjustment
at the time of completion of the annual acconntings for the calendar
year 1940 by the Commission’s auditors.

Capital Reserve Funds.

An examination of the statement set forth in appendix I reveals
that deposits into the statutory capital reserve funds of operators
with whom long-term operating-differential subsidy agreements were
entered into by the Commission aggregnted $69,118,182.24 {hrough
December 31, 1940, These deposits included $19,556.887.43 represent-
ing depreciation charges on the subsidized vessels computed on a
20-ycar life expectancy, $30,710,586.84 vepresenting proceeds from
the sale of vessels and proceeds of insurance and indemnities received
by operators on account of total losses of vessels, and $18,850,707.97
from other sources, of which $10,704,581.27 vepresents profits from
subsidized operations in excess of 10 per centum per annum of “capital
necessavily employed in the business™ (which ordinarily are required
to be deposited into the statutory special reserve funds but which
were authorized by the Commission to be deposited into the statutory
capital reserve funds) and the remainder represents principally vol-
untary deposits of earnings from subsidized operations which other-
wise would have been available for distribution to stockholders and
of earnings from unsubsidized operations which likewise would have
been so available.

Withdrawals from the statutory capital reserve funds through
December 31, 1940, aggregated $48.413.154.26, of which $31,406,538.49
represented payments to the Commission on account of vessels con-
structed for the operators under the provisions of the Merchant
Marine Act, 1986, and $17,006,615.77 represented payments on sub-
sidized vessels not so constructed.

Balances in the statutory capital reserve funds at December 31,
1940, aggregated $20,705,027.98. For approximate purposes there
should be added to this $1,552,760.90 representing the net excess of



18 REPORT OF THE UNITED STATES MARITIME COMMISSION

under-deposits over over-deposits in the fund, as indicated by pre-
liminary calculations submitted to the Commission by the varions
operators, which under-deposits, however, were not required to be
actually deposited into the fund until after December 31, 1940.
Based upon these preliminary figures, however, the total of the bal-
ances in the statutory capital reserve funds and net under-deposits
{herein as at December 31, 1940, amounted to $22,257,788.88.

Special Reserve Funds.

By reference to appendix J, it will be observed that operating-
differential subsidy paid or accrued to the operators under agree-
ments (including the so-called temporary agreements as well as the
so-called long-term agreements) with the Commission aggregated
$38,816,154.85 from inception through December 31, 1940.

The net profit of the operators from subsidized operations (after
taking into account accrued operating-differential subsidy) from
inception under the various agreements with the Commission through
December 31, 1940, is reflected on this statement in the aggregate
amount of $51,420,105.67. The “unrestricted profits” of the oper-
ators, consisting principally of 10 per centum per apnum of “capital
necessarily employed” in subsidized operations, but including also
the portion of additional profits reverting to operators under the
so-called temporary agreements and upon the termination of long-
term agreements (in two instances), amounted to $14,102,060.72,
leaving a balance of $37,318,044.95.

Of the balance of net profits in excess of “unrestricted profits,” as
veflected on this statement in the amount of $37,318,044.95,
$1,570,528.69 has been recaptured or is recapturable by the Commis-
sion under the so-called temporary agreements and under terminated
iong-term agreements, $18,069,439.55 has been deposited into statu-
tory special reserve funds, and $10,704,581.27 has been deposited into
statutory capital reserve funds, leaving an indicated net under-
deposit of $6,973,495.44 as at December 31, 1940, which, however, was
not required to be actually so deposited until thereafter.

Balances in the statutory special reserve funds aggregated
$18,069,439.55 at December 81, 1840, to which should be added the
aforementioned net under-deposit of $6,973,495.44, bringing the total
of balances in the fund and additional amounts required to be
deposited therein to $25,042,934.99 at that date.

TRAINING PROGRAM

The statement of policy contained in Title I of the Merchant
Marine Act, 1936, directs the Commission to establish a merchant
marine and to provide for the need of our commerce and national
defense. It also requires that merchant marine should be “Manned
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with a trained and efficient citizen personnel.” During the 4 years
which have elapsed since the permanent Maritime Commission took
office the Commission has endeavored to carry out this directive.
Under the authority of the Merchant Marine Act, and subsequent
amendments cnacted thereto, the Commission cstablished the United
States Maritime Service and revitalized the system of cadet training
which had been provided for in prior legislation. The Maritime
Service is an agency of {he Commission which is administered for it,
under its supervision and rules and regulations, and at its cost, by
the United States Coast Guard. One-half of its instructors and
administrative personnel is composed of merchant seaien, the
remainder being attached to the Coast Guard. At its inception the
Maritime Service offered a 3 months’ refresher course of training
to experienced licensed officers and unlicensed personnel with the
privilege of returning 1 month each year for additional training.
Over 1,200 officers and 5,000 seamen have enrolled for tliese courses.
At the time of its inauguration there were ample men available
to man the existing mevchant fleet.

Subsequent to the outbreak of the European conflict and the expan-
sion of the Commission’s construction prograin, it became apparent
that facilities should also be provided for iraining new men for the
sea-going profession. Plans were prepared for the establishment of
two training stations for apprentices and one training ship was made
available by conversion of a former cargo carrier. The ground work
for the training machinery necessary to provide the adequate number
of officers and men for the Comimission’s greatly expanded construc-
tion program was thus laid prior to present emergency couditions.

The Comniission expects to complete the construction of over 1,200
ships by the end of 1943. Approximately 40,000 seamen in all
ratings and 10,000 officers will be required to man these ships. There
are many factors which make it impossible to determine whether all
these vessels will be served by citizen crews of the United States;
some may be acquired by the military branches of the Government,
others may be transferred to foreign registry. It is apparent, how-
ever, that the majority of them will probably be manned by citizens
of this country. It is equally clear that the number requived cannot
be drawn from the ranks of those presently going to sea. Certain
diffieulty is expected even now in manning vessels for our important
overseas trade routes. At the same time vast recruitment programs
have been undertaken by the Navy and the Coast Guard in addition
to these urgent needs for maritime personnel by other branches of
the Government. The vast industrial expansion, particularly that in
the shipyards where men with sea experience may readily find
employment, attracts many men who might otherwise follow the sea.

428681—41— 4
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The Maritime Service now has four training stations devoted to
apprentice training. One of these is located at St. Petersburg, Fla.,
on land donated by that city to the Federal Government. This sta-
tion was opened on July 99, 1941. Another is situated at Port
Hueneme, Calif., on property already owned by the Government
with docking facilities donated by the Oxmnard Harbor District.
This station was dedicated on August 30, 1941. In addition to these
pew stations the previously established schools at Moffman Island
in New York Harbor and Gallops Island in Boston Harbor are pres-
ently utilized for apprentice training. Three of these stations,
namely, Hoffman Island, St. Petersburg, and Port Hueneme have
an annual capacity for trainees of approximately 10,000. This figure
is based on the number of men spending 2 of the 6 months’ training
course at a shore station. Upon completion of this initial training
period the men obtain 4 months’ experience at sea on one of the
Commission’s training ships.

The Commission now operates 5 traiming ships which have an
annual capacity of 3,600 men under the present 6 months’ training
course. In view of the urgent need for additional seamen the Com-
mission has recently taken steps to acquire 4 additional training
ships. Upon acquisition of these vessels the Maritime Service will
have doubled the facilities available for training to qualify able sea-
men or licensed enginemen. The vessels now in use are the Ameri-
can Seamen and the Joseph Conrad attached to St. Petersburg, Fla.;
the American Sailor attached to Port Hueneme, Calif.; the Empire
State and Vema attached to Hoffman Island, N. Y. A number of
smaller vessels are also used for station service and small-boat work.

The training station at Gallops Island is confined to a radio school
and a cooks’ and stewards’ school. Three hundred and twenty-five
trainees can take the radio course which covers from 6 to 10 months.
About 508 radio operators a year will be graduated from the school.
The course given to the cooks and stewards covers a & months’ period
and permits the graduation of about 400 men annually.

Tn addition to the facilities for training apprentice seamen at the
Hoffman Island Station a special gunnery school is maintained for
instruction in the use of protective ordnance on merchant ships. This
type of training is being extended to all the other stations both for
seamen and officers.

The training of future officers which will be required under the
Commission’s construction program is being conducted presently at
two training stations of the Maritime Service and through the Com-
mission’s cadet training program with which is allied the four exist-
ing State maritime academies of California, Massachusetts, New
York, and Pennsylvania.
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The training stations for prospective officers are maintained at
Fort Trumbull in New London, Conn., and Grovernment Island, Ala-
meda, Calif. The course of these schools embraces a 4 months’ period
and equips seamen with 3 years experience at sea to sit for licenses
as junior officers. The existing annual capacity of 1,200 is being
expanded to tale care of increased needs.

In the Cadet Corps of the Maritime Commission American citizens
below a specified age limit are given a 8-year course to equip them
to sit for licenses as junior officers. Careful investigation is made
of all applicants and those sclected for the course must qualify in a
national competitive examination. During the course of instruction
they are enrolled in the Merchant Marine Naval Reserve, receive 240
hours of instruction in naval science, and are commissioned as ensigns
in the Naval Reserve after graduation. Two months preliminary
training is given to each cadet upon appointment at one of the three
schools maintained on the Atlantic, Gulf, and Pacific coasts. They are
then assigned to merchant vessels for at least 1 year and 10 months
training at sea. Their progress is checked by district training in-
structors when the vessel to which they are assighed reaches shora and
annual examinations are held, The final year is spent at one of the
cadet schools. The present capacity of the eadet corps is 600. Witl the
delivery of vessels in the Commission’s merchant fleet the number of
cadets will be expanded. Approximately 600 new officers will be
graduated by the cadet corps during the next 2 years, This number
will be supplemented by graduates from the State maritime academies
which are supervised by the States under regulations of the Com-
mission.

The cadet corps also conducts schools in visual signaling at the
district offices at New York, Baltimore, New Orleans, and San Fran-
cisco. This training is especially important during emergency con-
ditions when a great deal of communication eannot be used. Of the
8,148 officers and cadets enrolled, candidate certificates have been
awarded to 854 for proficiency and expert signaling,

Extension or correspondence courses are available to merchant ma-
rine personnel while at sea. These courses are conducted for the
Commission by the Coast Guard Institute at New London, Comn.,
which holds examinations of the envollees. To date 2,077 members of
the Maritime Service and 1,158 additional sea-going personnel have
been enrolled for these courses.

INSURANCE

The world-wide disturbances created by the European conflict have
tegistered their effect upon all phases of shipping and by no means
least on that sensitive barometer of risk—the insurance market,
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Although the Commission does not seek to alter its established policy
of limited participation in the underwriling field, war conditions
have made it necessary to provide coverage for a large number of
vescels acquired under the terms of Public Law 101,

Tnactment of this law, approved June G, 1941, extended the in-
surance activities of the Commission by authorizing the insurance
of foreign and domestic-flag vessels, acquired under the statute,
against all hazards of marine and war, ncluding protection and in-
demnity insnrance. The revolving fund of $40,000,000, provided for
carrying out the 1940 war risk amendment to Title II of the Mer-
chant Marvine Act, 1936, was made available for insurance issued
under Public Law 101

The Comumission’s underwriting activitics, therefore, fall into three
groups: First, marine and war risk insurance under section 10 of
the Merchant Marine Act, 1920; second, war risk and other insur-
ance authorized under the act approved June 29, 1940, amending
Title II of the Merchant Marine Act, 1936; and third, marine, war,
and other insurance authorized under Public Law 101

Marine and war risk insurance in force as of the close of last year
and written during the present year, under the provisions of section
10, Merchant Marine Act, 1920, totaled $152,621,612 as of the close
of business September 30, 1941, with premimns totaling $1,656,502.07.
These totals are made up of (1) marine insurance totaling $62,543,284,
with premiums of $1,276,392.76, and (2) war risk insurance totaling
$89,978,328, with premiums of $380,109.31.

Insurance under the amendment to Title IT of the Merchant Marine
Act, 1986, has not been made available to steamship owners, oper-
ators and shippers generally, for the reason that the commercial
underwriters have been able to provide on reasonable terms and con-
ditions all necessary war risk insurance for American-flag vessels.
The only insurance written under the amendment was (1) war risk
protection on seven vessels owned by the Commission, allocated to
carry lease-lend cargoes to the Red Sea, for a total amount of
$5,950,000 with a premium of $267,750, and (2) reinsurance for a
short time for certain underwriters issuing protection and indemnity
policies. This reinsurance was necessary because the Commission re-
quired the elimination of an objectionable clause in all such policies
written on vessels mortgaged to or chartered by the Commission.
The American underwriters, after some discussion, agreed to delete
the clause provided they would be able to obtain reinsurance to re-
place that carried with English underwriters. The English under-
writers declined to delete the clause from their policies without the
substitution of another which was equally objectionable. The Com-
mission accordingly provided the reinsurance until such time as
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arrangements could be made to place it with American underwriters.
For this reinsurance the Commission received a premium of $5,855.16.

Sixty-three vessels have been insured against war perils under.
the authority of Public Law 101 for an estimated amount of
$54,950,000 with an estimated premium of $3,100,000. Tifty-one of
these vessels have also been insured under that authority against
marine perils for an estimated amount of $32,500,000 with an esti-
mated premium of $1,625,000. The precise figures in the foregoing
transactions are not yet available because of the difficulty encountered
in fixing the insured values for many of the vessels and because the
amounts insured on the crews and their effects have not yet been
reported.

Insured marine and war Josses carried over from last year and re-
ported during the present year are estimated at &5,569.730.06 for
the year ending September 30, 1941. This total is distributed over
the three groups into which the Commission’s insurance activities
fall, as follows:

Inswrance acticities

SECTION 10, MERCHANT MARINE ACT, 1920

Preimums
Losses
Marine War

Carried over from last yer. . - $860,020.38 | .o

Ansing during vear ended S !
Marme_ . - 969, 632,37 , $1,2706.302.76 | ___.._.... e
D 2] - PR SO L $480, 109. 31
1L&20.86185 | ... F e eeee
Bettled duning year ended Sept. 30, 1941, ... SU3.261 7O L. [,
Potal. el 1, 236, 100. 0 e e i ..............

WAR RIZK INSURANCE AMENDMENT APPROVED JUNE 29, 1840, TO TITLE II,
MERCHAXNT MARINE ACT, 1935

Carried overfrom last vear . _.o.o. . oo ,_| ..............
Heported durinyg vear ended Sept 30, 1041 ... 1232 400.00 £5, %55, 16 | $267, 750. 00

PUBLIC LAW 101

Reported for period ended Sept. 30, 1041:
DTarne (eStEnsie) . . oo 828, 750.00
War risk (estimate) ... ... s 84, 301, 200 0¢

Grandvtotal. .. . ___ .. 5, 8A9, 750.06 2,907, 247,92 | 3, 755,858.31

I Estimate.
2 Reinaurance,
# Represents § total Iosses due to war perils.
Recoveries effected on claims settled under section 10 insurance and
other claims of a marine insurance nature in favor of the Commission

totaled $123,216.91 for the year.
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War risk insurance rates for hulls and cargoes, as charged by the
American and English underwriters, have held fairly steady through-
out the year on trade routes open to American-flag vessels, notwith-
standing the fact that of the five total losses above referred to, one—
& foreign-flag vessel—was sunk in such a route along with two Ameri-
can-flag vessels in which the Commission was not interested as in-
surer. The rates and terms at which war risk insurance was obtainable
in the commercial market have not in general been deemed unreason-
able. When complaints have been filed with the Commission, the
American underwriters have cooperated by reconsidering their guo-
tations and, in a number of instances, have reduced their rates or
inereased their participation.

The distribution during the last 5 years over the three available
markets of the insurance required by the Commission on mortgaged
vessels is shown by the following tabulation:

Fund Amernicat Foreign
Oct. 25, 1037 Pcrci'rrt Percmt5 Percmt4
ct. 2 7 5 41, 53.
Oct. 2, 1938 5.2 4.5 48.3
Oet. 25, 1939__ 6.4 46 2 47.4
Qet 1, 10402 - 16.8 50.48 32.72
Ot 1, 108 e 10.52 60 9t 28. 57

t The fund perceniage is unusually high and the foreien percentace is unusually low hecanse at the time
3 high-velued vessels were nsurcd o laree section of the Dritish markel could not be nsed ag 1L kad not made
deposits in thisconmtry. Fithe fund conld have been limited to jits usual participation its percentace would
have been 7.3 percent instead of £6.8 percent.

There has been a substantial increase in the number of mortgaged
vessels during the past year and, as the preceding tabulation shows, a
greater percentage of insurance Is being carried in the American
market as compared with last year. This is due largely to the un-
settled world conditions which have caused American vessel owners
to transfer a substantial portion of their insurance from foreizn to
American underwriters. There has been a substantial increase also
in the number of chartered vessels and a decrease in the number of
subsidized vessels.

In connection with the emergency shipyard and vessel construec-
tion program, the Commission has not required property insurance on
the shipyards or on the vessels while under construction. It has
been necessary, however, to protect these construction operations by
workmen’s compensation, public liability and automobile insurance,
and such other forms of liability insurance as were found desirable
for any particular operation, or that were required by State iaws.
Proposals for this insurance were solicited through the contractors,
and from those companies that filed proposals, the Commission esig-
nated the insurance carriers for the various construction operations
under the emergency program. The insurance for all of these opera-
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tions is carried by the desighated companies under plans which
guarantee minimum cost to the Government.

The following tabulation shows the number of hulls under con-
struction. on which builder’s risk insurance has been carried during
the past 2 years and the distribution of this insurance over the three
markets:

f;"ﬂ?lll’g Fund American | Foreign
Pereoni Percent Pereent
Sept. 30, 1940 ... 93 3.4 63.42 33.18
Bept. 80, 1941 .ol 225 128 52. 55 16 2

FEDERAL SHIP MORTGAGE INSURANCE

During the year October 1, 1940, through October 1, 1941, three
spplications, involving up to $6,300,000, were submitted to the Com-
mission for commitments to insure preferred ship mortgages on new
vessels to be constructed pursvant to Title X1 of the Merchant Ma-
rine Act, 1936, as amended. These applications have been approved
and commitments issued. In the same period two commitments,
previously issued, were converted into definitive contracts of insur-
ance, totaling $350,000.

The aggregate of commitments to insure and contracts of insur-
ance issued since the enactment of Title XI amounts to $7,625,000.
This total contingent liability has been reduced by principal mort-
gage payments in the sum of $142,781.44, of which $84,284.95 were
made during the year ended October 1, 1941. Thus, as at Qctober 1,
1941, there is outstanding a contingent liability of $7,482,218.5¢ repre-
sented by a balance of $1,182,218.56 under definitive contracts of
insurance and $6,500,00¢ under commitments to insure.

FEDERAL SHIP MORTGAGE INSURANCE FUND DEBENTURES

No Federal ship mortgage insurance fund debentures have been
issued to date. In the event the Commission’s contingent liability
should become fixed, through default under the insured mortgages,
the underlying vessels would be transferred to the Commission against
issuance to the respective mortgagees of such debentures, as authorized
under section 1103 of the act.

Title XTI of the Merchant Marine Act, 1986, originally provided
that such debentures, redeemable from the Federal ship mortgage
insurance fund, and unconditionally guaranteed as to principal and
interest by the United States, were exempt, both as to principal and
interest at the rate of 234 percent from all taxation (except surtaxes,
estate, inheritance, and gift taxes) now or hereafter imposed by the
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United States, by any Territory, dependency, or Possession thereof,
or by any State, county, municipality, or local taxing authority.
This tax exemption feature was modified by the Public Debt Act of
1941 to eliminate the privilege of Federal tax exemption in con-
nection with commitments made by the Commission on or after
March 1, 1941.

Since there was outstanding on October 1, 1941, a balance of
$7,482,218.56 of commitments to insure and contracts of insurance
issued prior to March 1, 1941, this amount represents the maximum
amount of debentures contingently issuable with all of the tax ex-
emption features prescribed by section 1105 (¢) of the Merchant
Marine Act, 1936, as amended June 23, 1938.

FEDERAL SHIP MORTGAGE INSURANCE FUND

The balance in the Federal ship mortgage insurance fund, as as
October 1, 1941, amounts to $528,259.93, an increase of $15,721.16
during the year. Such increase is represented by the deposit with
the United States Treasury of collections made by the Commission
of $8,600, for charges authorized by section 1104 (d) of the act,
and $7,138.50, for premiums under section 1104 (c), less refund of
$17.34 on account of overpayment of premium applicable to an
earlier period.

LITIGATION AND CLAIMS

The Office of the General Counsel is charged with 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. During the period under
review, 63 cases in litigation involving approximately $7,800,000
were disposed of, while 25 cases involving approximately $1,300,000
were added to the docket. The number of cases pending as of Oe-
tober 25, 1941 was 158, involving nearly $24,000,000. The present
docket of litigation is composed of current cases, with the exception
of a few cases involving the former Shipping Board and Fleet Cor-
poration, predecessors of the Maritime Commission.

The foregoing figures cover only the cases in which the Commission
is directly involved and do not include litigation handled by the
Maritime Commission for other departments of the Government.
These cases are brought under authority of the Public Vessel Act,
1925 (U. S. C. Title 46, 791). The vessels involved in such litiga-
tion include those operated by other Departments of the Govern-
ment, such as War, Navy, and Commerce Departments, and the Coast
Guard. Three such cases were closed and 13 new cases were added.
The total number of such cases pending on October 25, 1941, was 48
mvelving approximately $900,000.
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Due to conditions abroad, litigation and claims pending in foreign
countries have ben inactive.

In previous annual reports the Commission has reported the prog-
ress of certain important cases in litigation. Ome such case which
has been reported for the last several years arose out of the Govern-
ment’s ship construction program during the last World War and
involved a judgment against the Government of more than $5,000,000.
The decision of the district court was affirmed by the Cirenit Court
of Appeals for the Third Circuit and the case is now pending before
the Supreme Court of the United States. It is expected that the
case will be argued in the near future.

Several cases in litigation involving the power and authority of
the Maritime Commission in regulatory cases were tried. In each of
these cases, the action of the Commission was upheld. Recently
three suits were filed to restrain enforcement of the Commission’s
order involving certain practices of the San Francisco Bay area ter-
minals. Among other things, the Commission’s order prescribed
shorter free time periods and increased wharf demurrage and wharf
storage charges at San Francisco Bay terminals. The court has
issued an interlocutory injunction pending the trial of the suit.

Twenty-six claims (not in litigation) involving approximately
$80,000,000 were pending on October 25, 1941, During the period
Qctober 26, 1940, to October 25, 1941, 13 claims involving approxi-
mately $50.000 were disposed of, and 5 claims involving approximately
%28,000 were added or a net decrease of 8 claims during the year.

There is set forth in appendix H a report of claims arbitrated or
settled by agreement from October 16. 1940, to October 15, 1941, as
required by section 12 of the Suits in Admiralty Act,

REGULATORY FUNCTIONS

The terms of the Transportation Act. 1940, transferred o the In-
terstate Commeree Commission the jurisdiction over water carriers
engaged in interstate commerce other than those engaged in trans-
portation between the continental United States and the territories of
Hawaii. Alaska. and the other possessions of the United States. This
shift of regulatory authority was effective on Marvch 1, 1941, the date
designated by order of the Interstate Commerce Commission.

As a result of this transfer the regulatory staff of the Commission
has had an opportunity to supervise more closely the practices of car-
riers and terminal operators and to analyze the freight rate structures
established in the various trades of the world served by merchant
vessels. The results of the investigation conducted along these lines
are shown in the following report of activities in this field,

428681 —4 15
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Formal Docket.

Four major investigations were mnade during the period. (1) In
Practices, ete., of San Franeisco Bay Ares Termingls, 2 U. 8. M. C. —,
the Commission, among other findingg, reaffirmed its jurisdiction over
State and municipally owned terminals, reduced free time periods
and prescribed, as a reasonable practice, generally higher rate levels
ag minima for wharf demurrage and storage based on the cost of the
service as shown by the record. Respondents were ordered to file
their tariffs with the Commission. (2) In Adlaskan Rates et al.,
2 U. 8. M. C. —, u general investigation was made of ihe rate strue-
tures, including proposed increases, of carrviers operating in the
Alaskan trade. With few exceplions, the rates were found not un-
reasonable as a whole, based on the fair-value test. Special rates to
large shippers and certain unjustificd rate increases were condemned,
unfiled tariffs covering services to irregular ports were ordered filed,
and Alaska Steamship Company was admonished to cancel joint rail
and water rates with Alaska Railroad and file water proportional
rates with the Commission. (3) In Rafes, etc., Japan to United
States, 2 U. 8. M. C. 426, nine of fourteen respondent carriers were
found to allow shippers to obtain transportation at less than regular
rates by means of false billing of weights of raw silk and by falsely
describing in bills of lading a great variety of other commodities.
Prosecutions related to such false billings have been begun by the
Department of Justice, the first of which has been concluded by
assessent of fine of $6,250. (4) In Roafes. ete., United States to
Philippine Islands, 2 U. 8. M. C. 535, nine shippers were found to
have falsely billed textiles and six carriers were found to have allowed
transportation of such falsely billed textiles at less than applicable
rates. The Commission’s certifications of these violations for prose-
cution are now pending before the Department of Justice.

As in the two last-mentioned cases, respondent in Agreements of
Nicholson Universal Steamship Co. and Spokane Steamship Co. with
Duluth Transit Co. and Olarence L. Holt, 2 U. 8. M. C. 414, was
found to be allowing transportation al less than the legal rate. In
this case the respondent carrier had employed the device of paying
excessive compensation for stevedoring services to a corporation un-
der common control and ownership, for all practical purposes, with
a consignee and distributor of antomobiles. The violation was cer-
tified to the Department of Justice.

Schedules containing increased rates were suspended in a number
of cases In addition to the Alaskan case mentioned above. Except
in the later case, the schedules were canceled by carriers, thereby
obviating a hearing.

Suspension was also made, in two cases, of schedules canceling or
restricting steamship services. After investigation, the cancelations
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were found not unlawful, (See Guif-Puerto Rico Rates via The New
York and Porto Rico Steamship Co.,2 U.S.M.C. 410, and Intercoastal
Oancelations and Restrictions, 2 USM.C. 897.) Two investigations
were conducted into the lawfulness of embargoes established by car-
viers. In Embargo on Cargo Between North Atlantic and Gulf Ports,
9 U.S.M.C. 464, the embargo established by Clyde-Mallory Lines was
found unreasonable and ordered canceled. But in Embarge on Cargo
at Camden, N. J., 2 U.SM.C. 491, the embargo established by Pan-
Atlantic Steamship Corporation was found not unlawful.

The rights of carriers to memnbership in steamship conferences were
involved in two proceedings. In Sigfried Olsen v. Blue Star Line,
Limited, et al., 2 U.S.M.C. 529, complainant was found to be entitled
to membership, and in the other case the carrier was admitted without
the matter going to a hearing. Another case involving a section 15
agreement was In the Matter of T'he New York and Porto Rico Steam-
ship Company — Waterman Steamship Corporation Agreement,
2 U.S.M.C. 458, wherein it was determined that an agreement be-
tween Porto Rico Line and Waterman whereby the former discon-
tinued service from Gulf ports to Puerto Rico, selling its good will to
Waterman and agreeing not to reenter the trade, should be filed for
approval by the Commission.

Jurisdictional questions were disposed of in several cases in addi-
tion to the Alaskan and San Francisco Terminal cases above men-
tioned. In I» Re Inland Watemeays Corporation and Mississippi
Valley Barge Line Co., 2 U.SM.C. 458, the Commission determined
that carriers operating barge lines on the Mississippi River, when
joining in through routes with intercoastal carriers, were cominon
carriers in intercoastal commerce. In Pigrim Furniture Co., Ine., v.
American-Hwraiian Steamship Co.. 2 U.SM.C. 517, it was held that
the Commission had no jurisdiction over loss and damage claims or
to award damages because of carrier’s failure to follow instructions to
ship on a particular voyage,

New and novel questions were presented in a number of cases. For
instance. in Putrick Lumber Co. v. Cahnar Steamship Corporation
et ol., 2 U.S.M.C. 494, involving denial of cargo space, the Commission
laid down the principle that “distribution (of space) in times of space
stringency based upon the velative proportion in which shippers
offer Jumber on hand and conveniently located for prompt loading,
taking into consideration the rights of smuall shippers, would seem
to be just and reasonable.” In Long Beach Lumber Co., Inc., v. Con-
solidated Lwmber Co. 2 USMC. —, the Commission failed to sus-
tain complainant’s allegation that defendant terminal’s employees
refused to accord delivery of lumber to complainant who was being
picketed by labor unions. In American Union Transport, Ine., v.
“Jtalia” Societa Anonima Di Navigazione, 2 U.SM.C. 553, the Com-
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mission decided that duties of defendant carrier, under regulatory
provisions of Shipping Act, 1916, were not owed to complainant, a
broker seeking reparation for brokerage and injury to its reputation
as a broker, because of carrier’s refusal to book shipments, upon com-
plainant’s request.

A terminal company and a common carrier, respectively, were
found to have violated section 20 of the Shipping Aect, 19186, in the San
Francisco Bay Terminal and Nicholson Universal cases mentioned
above. The former knowingly received and the latter knowingly

gave, without shippers’ consent, information concerning the billinﬁ
of shipments which may have been used to the detriment of suc

shippers.

The remaining cases dealt with tariff interpretations, and deter-
minations as to the reasonableness of rates and alleged rate discrimina-
tions. Qutstanding among these is City of Mobile et al. v. Baltimore
Insular Line, Inc., ¢t al., 2 U.SM.C. —, wherein the Commission con-
demned rate equalization practices of lines serving Puerto Rico.

Eleven formal complaints were filed and 8 investigations instituted
upon the Commission’s own motion, in addition to the 43 cases pending
on October 1, 1940. Twenty-two hearings were conducted in 21
cases, and 22 proposed reports were issued. Seven oral arguments
were had in 8 cases. Fifty cases were disposed of by final report or
order. A complete list of cases decided, together with abstract of
opinion, is shown in appendix G. Three cases were pending as of
QOctober 1, 1941. Of 7 petitions to reopen and reconsider, 5 were
denied, 1 granted, and 1 withdrawn. Seven pending cases and 430
closed cases were transferred to the Interstate Commerce Commission
on March 1, 1941, pursuant to the Transportation Act of 1940,

Shortened Procedure.

There were 6 cases handled under the shortened procedure whereby
complaints are disposed of by the submission under oath of evidence
by memoranda, thereby avoiding the need of a hearing. Five of such
cases were decided.

Informal Docket.

Three cases were filed under the informal docket which is main-
tained to adjust controversies without a formal complaint. Two were
closed and one was transferred to the Interstate Commerce Commis-
sion. Of those closed, one developed into formal docket No. 598.

Special Docket.

Nine cases were filed under the special docket. Under this proce-
dure the carrier admits the unreasonableness of the rate charged, and
it a sufficient showing is made of unreasonableness, authority is
granted to award reparation. Fifteen cases were closed and none is

pending.
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Interstate Filings.

During the period 2,689 tarviff schedules containing the actual rates
charged were received for filing. After examination, 15 were rejected
for failure to comply with the notice requirements of law, or the Com-
mission’s Rules governing the construction and filing of tariffs, and
208 letters were written to carriers relating to errors in the schedules.
Under authority granted by the Shipping Act, 1916, and the Inter-
coastal Shipping Act, 1933, as amended, 176 special permission appli-
cations requesting the Commission to make changes in rates on less
than statutory notice, or to modify the tariff requirements, were
granted ; 14 were denied; 3 were granted in part and denied in part,
and 9 were filed without action.

Sixteen rate adjustments proposed by common carriers were pro-
tested. Of this number, 6 were suspended by the Commission pending
an investigation of the lawfulness of the proposed changes. Sus-
pension was denied in 6 cases, 2 were withdrawn, and 2 were filed with-
out action.

Effective March 1, 1941, a total of 522 freight and passenger tariffs
filed by 201 coastwise and intercoastal carriers, or their agents, appli-
cable by water from one State to another State in the United States,
together with suspension matters, special permissions, rate quotations,
tariff criticisms, powers of attorney, concurrences, and similar docu-
ments, and office equipment, were transferred to the Interstate Com-
merce Commission in accordance with part IIT of the Transportation
Act of 1940,

A total of 89 freight and passenger tariffs filed by 51 carriers, or
their agents, covering operations between ports of the United States
and its territories and possessions, remains under this jurisdiction.

A revision has been undertaken of the Commission’s Tariff Circular
No. 1, containing rules and regulations governing the publication,
posting, and filing of tariff schedules of water carriers operating
between United States ports and territories and possessions.
Agreements Filed Under Section 15, Shipping Act, 1916,

Section 15 of the Shipping Act, 1916, provides that all contracts
or agreements entered into by carriers by water and other persons
subject to the act and still covered thereby, resulting in the fixing
of rates, the controlling of competition, pooling or apportioning of
earnings or traffic, allotting ports or regulating the volume or char-
acter of traffic, shall be filed with the Commission for its approval.
When approved, the parties to such agreements arve exempt, with
respect thereto, from the provisions of the antitrust acts.

All agreements so filed are carefully examined before approval for
evidence of unjust diserimination or unfairness, detriment to com-
merce, or violations of the shipping acts. Negoliations are frequently
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carried on between representatives of the Commission and the parties
to agreements prior to formal approval by the Commission with the
result that many of the objectionable provisions ave deleted or
changed and the agreements finally approved with little delay and
expense. HKach agreement may be the subject of a protest, either
before or after approval. In cither event, all interested parties are
given an opportunity to be heard at a formal hearing.

Since the outbreak of war in 1939, the shipping industry has been
subjected to many violent shocks and dislocations wlhich have removed
any semblance of peacetime stability. A number of freight con-
ferences which originally operated to the combat zones were sus-
pended. The type of service offered and the character of the vessels
employed have shifted on many trade routes. In other cases carriers
have been compelled to discontinue service or to withdraw vessels
because of immobilization, seizure by belligereuts, or requisition for
national purposes. The Commission in turn has taken steps to
counteract the shortage of tonnage by encouraging the revision of
routes and sailing schedules. As a result of these developments, many
conference agreements and also agreements relating to the sailing
schedules, use of ports, and other competitive items have been modi-
fied, suspended in part, or replaced by new agreements. It is noted
that the carriers have made every cffort to maintain the conference
systemn. by permitting members who have been forced to suspend or
withdraw their services to remain as inactive members without voting
rights on current questions.

The Transportation Act of 1940 became effective as to the regu-
latory jurisdiction over coastwise and intercoastal carriers on March
1,1941. On and after that date the Interstate Commerce Commission
had jurisdiction over all of the practices of those carriers, including
any agreements which these carriers had entered into and which were
subject to section 15 of the Shipping Act, 1916, The Maritime Com-
mission, therefore, on March 1, 1941, transferred to the Interstate
Commerce Commission 1,045 agreements, many of which involved
transhipments between coastwise or intercoastal carriers and carriers
engaged in foreign commerce.

From October 1, 1940, to September 30, 1941, a total of 418 modi-
fications and cancelations were approved. On October 1, 1941, there
were on file 688 effective agreements, including 122 conference agree-
ments, 28 pooling agreements, and 8 agreements covering terminal
rates and practices.

Foreign Rates and Bills of Lading.

During the period under review, 5,309 rate filings were made pur-
suant to an order dated July 12, 1935, requiring every common carrier
by water in foreign commerce to file its rates and charges on cargo
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transported from continental United States porls to foreign des-
tinations. This substantial decrease in the number of filings received
as compared with the previous year is due in part to the lesser num-
ber of ocean carriers engaged in the foreign trade but more particu-
larly to the efforts made by the Commission to stabilize freight rates.
There were also 93 rate filings made pursuant to a similar order, dated
January 26, 1939, requiring common carriers by water to file their
rates and charges on cargo transported from the east coast of South
America to the Pacific coast of the United States. In addition, 1,841
filings were received from steamship freight conferences covering
inward and other trades not subject to the above-mentioned orders.

A total of 214 terminal filings were likewise received during the
period, covering rates and charges for wharfage, handling, berthing,
free time, and other terminal charges at United States ports. Six
new and Lwo revised bill-of-lading forms for use in conjunction with
the uniform through export bill of lading were filed under regula-
tions contained in an order dated December 5, 1935.

Reference has been made previously in this report to the Com-
mission’s efforts to prevent an unwarranted advance in rates and the
spectacular increase in transportation charges which took place during
the last World War. .\ close scrutiny has been maintained since
September 1939, over the rates filed by the freight conferences, as
well as those by individual lines. As the supply of tonnage became
inadequate to handle the demands for space, more specific insirue-
tions were issued by the Commission in February 1941. These in-
structions directed the various freight conferences to notify the
Commission in advance of any contemplated rate increases and to
accompany this notice with a statement supporting the necessity for
the proposed increases.

While these instructions served to restrict the number of freight
increases put into effect, they did not prevent a general rise in the
rate level. By May 1, 1941, the Commission considered that trans-
portation charges had reached the maximum justifiable under exist-
ing conditions and gave notice to this effect to the vessel owners of
the United States and to the freight conferences operating outside of
the European war zone. This was followed by a notice dated May
20, 1941, calling upon these carriers and conferences to cancel imme-
diately any increases in transportation charges which might have
been made effective on or after May 1, 1941.  Provision was made
however, for allowing increases on specific commodities where the
facts warranted. An intensive examination was made immediately
of all rates on file with the Commisison to check observance of these
instructions, Those instances where carriers and conferences had
apparently acted contrary were handled individually with the parties
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concerned, although certain specific rate increases were subsequently
granted afler investigation revealed justification. Therefore, the
general tendency of the notices issued by the Commission in May
1941 was to freeze freight rates at the level existing on Apiil 30
of this year.

Special Investigations.

The Commission has a small force of special exarainers to conduct
field investigations of alleged violations of its orders and of the
Shipping Acts. During the period involved six new investigations
were made and additional work was done in six cases begun in a
previous period. The more important investigations disclosed viola-
tions of the Shipping Act, 1916, by false billing of cargo from the
United States to South America; transportation of property at less
than established rates from the United States to Cuba; and violation
of the rules and regulations of the Commission prescribed in Section
19 Investigation, 1935, 1 U. 8. 8. B. B. 470.

TRANSFER OF VESSEL REGISTRY AND SALES TO ALIENS

The sale of American-owned vessels and their transfer to foreign
registry during times of emergency has occasioned much popular dis-
cussion in view of the need of the United States for ships. The
approval by the Commission of all such transactions is always
required by section 9 of the Shipping Act, 1916, and by section 37
of the same act, during the emergency declared to exist by the Presi-
dent in his proclamation of May 27, 1941.

The anthority granted to the Maritime Commission to deny the
transfer of vessel registry or sale to alien is exercised with extreme
care, in order that constitutional guarantees affecting property rights
may not be abrogated. The Commission has no authority to compel
the maintenance of a vessel in a given service. It may be operated,
tied up, or scrapped at the will of the owner. Under normal condi-
tions, the Commission does not seek to impose its judgment over that
of the vessel owner who desires to dispose of his vessel property.
Such action would be inconsistent with our principles of government.

When an emergency exists, however, the national policy involved
in the maintenance of a merchant marine, adeguate fo serve the
national defense and needs of commerce, demands that other factors
be given due weight in consideration of applications for transfer of
registry and sales to aliens. While the increasing severity of the
shipping shortage tended toward the discouragement of transfers to
foreign registry where a vessel might serve the interests of the coun-
try by retention under the American flag, in many cases it has
appeared that our best interests would be served by permitting the
transfer or sale. In this connection, it is worthy to note that section
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37 of the Shipping Act does not prohibit transfers or sales to aliens
under emergency conditions, and the Congress has not given ifs
approval to legislation introduced for the purpose of converting this
discretionary power into an absolute embargo in times of war. Each
case presented to the Commission is judged upon the pertinent facts
involved, and the decision made by the Commission is based on ity
experience and careful evaluation of the national interest.

The tabulation appended to this section reveals that 231 vessels,
having a gross tonnage of 450,350 tons, were transferred to alien
ownership and/or registry and flag with the approval of the Com-
mission for the period October 26, 1940, to October 25, 1941. The
majority of the vessels, from the standpoint of tounage, fall within
two groups: The nonsubsidized fleet and Maritime Commission
vessels.

The 28 Maritime Commission vessels sold in the period under
review were withdrawn from the Commission’s laid-up fleet. The
purchasers in all cases were representative British shipping firms,
and the vessels were destined for use in trades from which American
flag tonnage was barred at the time by the Neutrality Act. In effect,
these vessels, when transferred to foreign regisivy, substituted for
American flag tonnage and continued to serve the interests of Ameri-
can shippers and trade.

The greater portion of the nonsubsidized vessels transferred dur-
ing the period were removed from the domestic trade, which was
seriously overtonnaged with obsolete ships at the outbreak of the
present war. Reference to the tabulation at the end of this section
indicates that the average age of the 43 nonsubsidized vessels trans-
ferred to foreign registry was approximately 30 years.

Statement showing type, number, gross tonnage, average ege of vessels approved
by U. 8 Maritime Comniission for transfer to alien ownership, and/or registry
and flag pursuant to sectfons 9 and J7 of the Shipping Ael, 1916, us omended,
for perind October 26, 1940, to October 25, 1941

. ‘Total gross Average
Nurber tonnage age
1. Sailine vessels . e 8 4,737 38.12
2. Tnesand harwes______.____. e .- 14 2. Hi7 19. 92
3. Ploisure vessels {yachts, ete, P 51 3,027 13.92
3a. Plewsure v s (undocumented, of less than 5 net ton 48 238 1.5
4. Tankers. ._. 10 54,847 24.4
5. Commerciri vessels under 1.000° eross {oms (fshin
motorboats, ete ¥ Ed] 1,613 19, 65
6. Commerenl vesels over 1,000 rross tons (cnrgo, com hmatien
GATEO-DANSEneer)”
{a} Subxihized (proceeds reserved for new construetion).. 4 21 354 22
(b} Nonsuhsidired (prooeerle reserved for new eonstruc-
AT 2 5.241 21
() \OlNllh\ldl?(‘(i 43 180, 059 29 95
(@ U.8. AL C, vessels 28 16%,R33 22.29
Y 231 450, 350 17.77
Sales not consummeted. . ______________._ 4 6, 758
Vessels redocumented under United Stajesla I 2, 609
] 9, 367
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Btatement showing nationality, number, and gross fonnage of vessels upproved
by U. 8. Maritime Commission for transfer to alicn ownership and/or regisiry
aud flug purswant fo sections  and 37 of the Shippmyg Acil, 19716, a5 annded,
for period October 26, 1040, to Oclober 25, 1941

Number of | Total gross | Number of |T'otal gross
vessels tonnage ! vessels tonnage

|

|
Argentinian__._ 1 6,870 || Nwaraguan. ... _.__ 1 95
Brazilian. . 8 7,807 j| Newfoundland.__ 1 123
British - 74 230,850 || Panumauian 38 161, 467
Canadian. 18 8,990 || Peruvian_ 3 195
Chilean_ . 1 78 || Trapmo. . 2 3, 537
Costa Riean. 1 22 1| Salvaderan. . 1 5
Suban__]..._ '{ 232 i Venezuelan___. 3 52

ualeinalin. 3 .

n Tolal__.___. ——— 199 441,788
fHlonduran...- b T | Sale, alien only____ 32 8, 562
Mexican . ooooolooool 33 601 | Grand total-__.... 231 450, 350

Under section 30, subsection O (a), Merchant Marine Act, 1920,
the approval of the Commission is also required for the surrender
of the marine document of a vessel of United States registry, covered
by an approved mortgage, whenever a change in ownership or the
home port of the vessel is named, or other cause, such as readmeasure-
ment of the vessel necessitates such surrender. During the period
under review, the Commission approved the surrender of the marine
document of 210 vessels. This is a routine matter for the preserva-
tion of an accurate record of each documented vessel.

GOYERNMENT-OWNED VESSELS

In the last annual report to Congress the Cominigsion called atten-
tion to the termination of operation of steamship lines for the
account of the Government for the first time in 20 years. This year
marks the closing down of the Coromission’s laid-up fleet, which
had existed for a similar period of time. On October 26, 1940, there
remained 63 vessels tied up at four locations: Solomons Island,
Md.; Fort Eustis, Va.; New Orleans, La.; and Bremerton, Wash.
During the course of the period under review, 36 of these vessels were
sold, of which 33 were transferred to foreign registry; 2 ships were
sold to a domestic operator with the obligation for replacement with
new tonnage; and 1 each was transferred to the Army and Navy.

The remaining vessels in the fleet were placed in operating con-
dition and are now serving our essential trade routes. The main-
tenance forces formerly required to keep the vessels in a sufficient
state of preservation to make them available for operation have
been dishanded at three of the stations. A skeleton force is still
retained at the James River site in Virginia for preservation of the
pier and anchorage in case of future need.

The vessels placed in operation during this time have either been
chartered to steamship companies engaged in the importation of
needed strategic materials or assigned under agency agreements in
carrying lease-lend cargoes.
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During the past year the Commission has made every effort to
place in operation all idle tonnage whether of American or foreign
registry. A primary concern to the Commission was the large block
of foreign flag vessels immobilized in ports of the United States and
its possession. Authority to operate these ships in conjunction with
our defense efforts having been granted by Publie Law No. 101, the
Commission took immediate sleps to complete repairs and lo assign
them to comumercial service, special defense aid services or the mili-
tary branches of the Government. The following table sets forth
the number, nationality and tonnage of vessels acquired by the
Commission under Public Law 101 up to October 31, 1941:

Foreign vequisilions up io October 31, 1941

In Uniicd Stales In Possessions
Ciross Dead-
Nationality Number Lons wteight G G
ons FE0SS ross
Number | Yoo Number | Sone
H

Danish 40 142,641 ] 232,783 36 | 118,846 4 23, 795
Ttalian._._._._. - 24 12x,626 | 198,982 28 123, 559 1 5,039
Germuan, - 1 4,354 §, i45 1 4,354 None None
Estonian.... . 1 3, 025 4,870 ... .- I I 1 3,025
Rumanian. oo ooy ccniacacan 1 3,495 5000 .. ool oo 1 3,495
Totel el 67 22, 1.1 448, 180 60 | 246, 787 7 35, 354

Sixty-three of the vessels listed in the foregoing tabulatiom have
already been assigned for service (o 14 different operators and to the
Army and Navy. Four vessels have been sunk. A number of them
were declared forfeited because of sabotage performed on board prior
to their being taken under protective custody by the Coast Guard.
The amount of compensation to be paid to the remainder has not as
yet been determined.

Public Law 101 provided for the making of just provisions by the
Commission and the Department of Justice for alien seamen dis-
placed by the taking of any ship under this statute. A report of the
procedure adopted by these departments of the Government was sub-
mitted to the Congress in July 1941,

As the seamen on board all the German and Ttalian vessels had been
removed prior to the date of taking by the Government, there was no
obligation to make provision for them. A detailed statement was
issued by the Commission in Angust 1941 with respect to the applica-
tion of just provisions to the scamen on the remaining foreign-flag
vessels.

In addition to the foreign-flag tonmage acquired by the Commis-
sion, as outlined above, a number of vessels formerly engaged in the
domestic trade have been purchased by the Commission for deep-sea
operation. The Commission also exercised its option to repurchase
four of its 0ld vessels which had been sold to the American Export
Lines in 1939 for the India service.
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On October 1, 1941, the Commission had 113 vessels, representing
915,349 deadweight tons engaged in active commercial operation.
With the exception of three requisitioned American-flag vessels oper-
ated under an agency agreement, these vessels were operated for the
Commission under bareboat charler to 21 different operators. This
list includes Comumission vessels formerly operated in Government-
owned lines, other ships withdrawn from the laid-up fleet and the
immobilized foreign-flag vessels acquired as of that date. Supple-
menting the foregoing fleet of vessels operated on essential trade
routes by American steamship companies, there were 47 additional
ships owned by the Maritime Commission chartered to the War or
Navy Departments delivered to the British Ministry of War Shipping
under the Lease-Lend Act or attached to the training program ad-
ministered by the United States Maritime Service.

The Commission’s vessels are covered by several different types of
charter party agreement. In a number of instances they have been
chartered for a route, line, or service as a result of competitive bid-
ding under section 705 of the Merchant Marine Act, 1936. A smaller
number have been chartered without competitive bidding to the oper-
ators on spectfic trade routes in accordance with the provisions of
Public Law 46, Seventy-sixth Congress, which permitted the Com-
mission to waive the requirement of competitive bidding during the
emergency. The remaining vessels, including all the immobilized
{oreign-flag tonnage, have been allocated under the provisions of
Public Law 101,

In selecting operators to handle the vessels formerly of foreign
registry, the Commission has given priority to those American owners
and operators who have cooperated in the development of an Amer-
ican merchant marine, and particularly those who have sold the new
vessels they had acquired for the use of the military branches of the
Government,

TERMINALS

The gross revenue derived from operation of the Commission’s
terminal properties for the year ending September 30, 1941, increased
18 percent over the similar period for 1940 and 54 percent over 1939.
This excludes the Brooklyn Terminal, which was returned to the War
Department on January 81, 1940. At the same time the net revenus
for 1941 showed a disproportionate increase of 292 percent over 1940,
This is attributable to certain major expenditures imcurred in the
earlier year, which were charged against current operations, Klima-
nating these two extraordinary items of expense in 1940, the cost of
maintenance and administration has not altered appreciably in the
past few years. Further information with respect to any changes
which have occurred during the period in review is set forth below
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and a complete statement of revenues and expenses for the past 3
vears is appended.

Boston Terminal.

The installation of gantry cranes and the dredging work done in
1940 have facilitated the handling of cargo at this terminal. This
has been of particular importance in expediting the movement of
lend-lease and other export cargoes. There has been no major change
in the operations of this terminal during the past year.

Hoboken Terminal.

A lease was made with the Pan-Atlantic Steamship Corporation
(subsidiary of Waterman Steamship Corporation) covering the occu-
pancy of pier No. 4 for a period of 5 years commencing Septeraber 1,
1941, at a rental of $70,000 per annum. This rental is an increase of
#25,000 or 59 percent over the rental provided for in the previous lease.

Through competitive bidding, Tietjen & Lang Dry Dock Co. was
awarded a lease covering the occupancy of piler No. 6, water aren
between pier No. 4 and pier No. 6 and the uplands for a ship repair
vard for a period of § vears commencing September 1, 1941, at a
rental of $31.500 per annum.

The Commission approved the sublease of pier No. 2 dated Febru-
ary 13, 1941, between Marra Bros., Inc. (Commission’s lessee), and
Tietjen & Lang Dry Dock Co. This sublease provides that the pier
shall be used for overhead ship repairs,

Norfolk Terminal.

On Muyv 1, 1941, the Commission issued a permit to the Navy
Department to occupy warehouses No. 5 and No. 6, south half por-
tion of pier No. 2, and all the lands bounded by Hampton Boulevard,
Main Street. and North Street. except the area occupied by the water
tanks and pumping facilities, for the purpose of constructing thereon
additional warehouses.

Rerenues and erpenscs, Yeur ended September 30, 1941

Mamntenance, operations

Revenues and administrative ex- Net revenues
Terninal henses
1939 “ 190 194 1939 1940 1941 1939 | 1940 i 1941
Boston._ . . lﬁSl.Qli-ﬂ S161,70%; 2185, AU7| S68. 310| 8172, 478 254, 230) K13, 454 ?$r0.7’73'~3101, 437
Brooklyn. .. 11,0000 316,614, ... 24, 413 13,673, . 86, 587 2, 941! ________
Hobcken.. ...... 101,062, 202,349 2346641 150,080" 182,057| 152.504] 34,382 20,492) 81,770
Philadelphia, . 205, 6701 230,450 225,9031 78, 435 67, 802 72 296] 127.215' 182, 628| 153, 617
Norfelk ___. ... 122,311+ 169, 1100 276,615 82,0699; 219.957] 58306 30,623 7350, 8471 218,300
Total. .. oo....__.] T12.020 l 500, 468] 923,879 410,757 653.027| 367, 746 301,263, 144,441! 554, 133

! Based on fixed rental, $68,111—period Oct. 1, 1933 to June 30, 1939—37 peceent of gross revenue, period
July 1, 1939 to Sept, 3, 1930,

% Italic figures denote deficit.

% Brooklvn terminal returned $o War Department as of Jan, 31, 1940,

1 Based on fxed rentsl, $153,600—period Oct. 1, 1939 to June 30, 1940—31 pereant of gross revenue, period
July 1, 1940 to Sept. 30, 1940.

NoTE.—Maintenanee, operation, and administrative expenses do not include the administrative expenses
of the Washington office,
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APPENDIX A-1

Summary of income and expenses and charges applicable o the period July 1,
1840 to June 30, 1941

Construction fund (69X0200)
Income:

CRArter HE®. . oo aeaae . $4, 066, 324, 27
Real estate and terminal revenues—met. ... .. . ___________.___._ 713, 257.00
Interest earned o ..

Excess of various insurance premiums earned over claims paid. - 801, 422, 22
Net profit from sales of vessels (old fonnage) ... 11,197, 653.22
Excess profits on construction contracts and subcontracts cee --- 2,005,624, 48
SRl OO0 - o e 159,978 19
TFota] INCOTRe . - - icii el . 22, 516, 388. 34
Erpenses and Charges: .
Operationsof vessels (including “Spot* vessels oxpenses and repairs)—net. ... 6, 853, 849, 68
Laid-up flest expenses—net —_— 2, 704. 05
Seaman’s traimng ¢xpenses; United States Mantime Serviee; cadet fralning; Coast
and Geodetic Survey; shaps officers assigned to vessels under construction ... 8, 356, 008, 76
Construetion differential subsidies .. _.. 73, 963, 760. 77

Operating-differential subsidies . 13,056, 134, 55

Depreciatior and revaluation. of vesseis—not 3, 660, £46.14
Uncollectible receivables.._ ... .___._____ 15, 187.15
Transfur of vessels and other assets to ¢th
change of funds 426, 177. 54
Increase in provision for Marine insuranece contingencies 574, 200, 00
Miscellancons 6harges. e 486,372, 84
General administrative expenses:
Salarics and WaEeS . .o cieiecaaan $3, 863, 113. 41
Fees and expenses for outside serviees ... ... 27, 529,61
‘Fraveling exponse and transportation_ ... ... 160, 557.81
Rent, heat, light, and power__._____________ ... - 05, 233, 59
Communication eXPenses -« ocooceeoiooe L 75,967, 98
Qflliee supplies, stationery and prinding .. ... 131,758 75
Miscellameous . .. i ce i aaias 90, 580. 00
BEauipment e 148, 087.00
————  4,642,838.21
Tolal expenses and Charges. oo e enann 109, 267, 779. 58

Bxcess of expenses and charges over mcome appheable to the period July 1,
1940 6o June 30, F041_ e e 86, 751, 391. 24
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ArrERDIX B

Sules of ships—Long-range program ds of Oct. 1, 1941

Purchaser Ty¥pe of ship *\orf“s‘]r:%'s" Snles price
Completed.
Aleoa B, 8, Co., Ine....._._..._.... sy O-l—earpo L . Gt B, 504, 067. 55
American Export Lines, Ine. .. Bpecial eargo.. . fi 8, 207, 799. 49
American President Lines, Lid C-3—passvnger and Larm_, . 3 15,7494, 054, 39
{irace Line, Inc_..,......._._ R C~2—cargo T 9, 478, B67. 57
L.ykes Bros. 8. §. Co., Ine. .. 272721011 C-1—cargo __. T |
R O-3—cargo. . _. G120 13,308,983.88
Mississippi Shipping Co., Ine....._.__ _..__| Passonger and cargo. .. ... i 1,751,804, 67
Aoore-MeCormack Tunes, Ine_... _ . (] (-2—-eargo ___ .. ___ . 1 i
C-3—cargo .. 7 ! 12,208, 749,38
—— L
New York & CGaba Mail 8, 8. Co. C-l—cargo . . I I ; 1,252,059, 34
Tacifie Atlantic 3. 8. Co. cee G0 2 1, 963, 343. 00
Seas Shipping Ca., Inc._..... Cargo... 3 , 1,466, 770. 3¢
United Mail 8. 8. Co_.__. . .. Crl—cargo 2, 2.012,513.43
United States Lines Co.__ . .. .. ____._ | Passenger. 1 .
C-1—carge .. e i
C-2—Carfio. ... eeeeae.. - 1 :
— 6 17,536,242 42
Uniied States Army 1’&:«5(‘115:(:1' and cargo_... ... 1! $, 136, 396, 06
Uinited States Navy. .. __ | Cargo. ... I B !
1’-\:»5(‘nm‘r and cargo... . 1
C~l—cargo. . . . 2
C-2—cargo.. .. 13
C-3—cargo_ . [
C-3—passenger and (ﬂr"o, - b}
Panker_ __ ___. - e 12
— 46 34, 482, 636. 05
‘Total sale of ships completed. .| __.._..... . 104 | 131, 389, 729, 42

Under construetion:
Aleoa 8. 8. Co, Inc_ ... J=l—cargo ... ... .. -.. 2
C-2=cargo_.__________ .__ 3

5 8, 330, 005, 46
Ameriean Export Lines, Tne._ .. . ... __| Cargo.__...... ... _. 3 4, 300, 898. 3¢
American Mail Line, Tdd C-2—eargo. . 5 9, 639, 980, 43
Amcrican President Lines, Ltd. . &= i—pab:\engor and cargo. .. 1 2,514, 608 83
American South Afriean Tane.._._. . C-2—careo . . 2
C-3—passenger and carc(o . 3
-——— 31 11,729,871,7%
Bull, A, H., 8. 8. Co. {-1—cargo P 1 2,516, 194.
Grace Line, Ime _. ... Lo .. C-2—cargo . PR 30 LR 508
1
Isthmign 8, 8, Co, Ine. oo . . C-3—caige ... L L n ! 14,945, 844, 70
Lxkes Bros :~‘ 8. o GIneooo. o0 | C-l—carge ]2
C 2—caigo - I 1 ®162, 095, 34
- 13
Mwssissippt Bhipping Co., Tne [ &, B2 165, 28
Moore-MeCormack Fanes, Ine ... u . 1 :
(‘— —CaATED U 1 B R, %19, 305 40
— L
New Yook & Cuba Mal 8.8 Cooo.o..... C-l—cargo .. HH 1,253, 780 14
Seaz Shippag Co., Inc Cuigo | 14 586, 827 0%
Uniteg States Lanes Co Col—cugo .. 1 1
{t-2—careo 3 i
CoB—-passenger “and enrso . 4 oo L e
— W

Total sale ¢f shaps wder construcetion oo 38 1006, 003, 567, 63

Tatal s1le of ships completed and under
consfaetion | 162 | 287, 483, 397. 07
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ArpyxpIx I

7 ' Ric abing-differenti sidy has been
Tessclis over 20 years of age on which an operating-differential subsidy
padd during the period from Octk. 1, 1940, to Sepi. 30, 1941

‘ T
'otal
] Dato, 20 years
Vessel b numhber
Name of contractor 1 ol age of vessels
p— B —
{foamelia... . Jatt. 18,1940
1 Eunmner Oct., ‘.)E.l, 134
s eelleney Geb, 14,1010
1 Eaeollo ..o July 27, 1RG
L eelsior Apr. 28, [0
W vehieador ... | Apr 21,190 12
American Exporl Tinws, Ine ... ... ; Nov, 28, 169
i Sent. 13, R
i | Asw o1, 138
. . S Gets 501
i Famouil. Aar _];h'.l:?ls,:
BRRE T L Dee, 30, 1635
{ F}::l‘l:‘ T SR IR
HCokboak _.o.. 0 ..o L | Mav ‘;:I::;;::
JOGHine hoo... . . . ... i, 1€
tmerican Mail Line, 10l ..o Toromm T . 211058 \l
Heatmon 3 & 192
Y, st {iinaetn - . 18, 1Hi
Cios Tlevedansdoo oo o PR ::3”
. . e, Hlarrsonr . 0 o0 L. - i
Ametiean President Tines, Lad.. .. ‘ :,:U: {,::I::::" - i 5 1 4
P~ Taler L 6. 10
Clampied 1 oo
. A has, ramp. Ml
Amweitean South Ancan Line, fne. ... ”t‘:l:‘ < (312'[\1'(? Tl 1011 4
sewdahe - Ll "IEN
Enets e oo B IR, 1424
Hrage Tine, Ine .0 Lo0 oL Looll. 'l\'mwm .. .. s 3
Wt el ool Lo :
o - - '
LSS ST I T T A,
Oy ol Ok L
Cepeie Creek
" - PR
an T
Ly hes By, =tonislup Co e oo, oo 1 - T 1
Senooahe L oL oL |
ST e L o e i
I~ o oLl [
Viunteon . |
Wy cesstem L
MWoest CMobdeoo. . i
Dilalba ool
Delpnr 0L 1
wlunmlo (o L., ‘
\isstsippi ~hipptag Co e ooy ‘l"l” R . i 8
B |
...... . . 14w
|('n~ of Fling . ; EREEIUE
Callamer oo o 2|..l?ﬂ!“ .
Preerlod e oL . - . !i; }":;'}‘
el beniee all._.. . - T, 2, 4
Moore MeCormack [snieg, Ineo..ooo... li\l:f:':;‘:l;*:'l”\‘n;f-( I‘{_\““ R ; 10
Mol atey. e i
Moy it - - i i
Movmae-oio FE . 1tH0
Weel heene ... o0 L - L0 . J 1‘.!:‘-'
Deeane steamship Qoo Mamn A, 1 1
Priestane Coumy ., Bt
Robin vdar o oL L oL o 0, 1410 i
SeasSluppme Co ... [ S TR AT LU P 5
ll{nhm ol e e .
Woeat Inbedden (L .-
ity o Daihart
Jeid Tranvis _oo.o
Falizh .
Aol sl oLl };:::l)
- . ; Potier e e e .
United States Tines CooL Lo f)(u.;‘:\:‘r Ciee T 3 Tt 10
Tampa ... ... 3, 1940
West, Honakor . . ?2, 1940
Wiciuta T 3!., 1541
Yomachichi . 16, 1930
B2 1 GO RS PSS 77
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ArPENDIX G
ABSTRACT OF FORMAL DECISIONS ENTELRED OCTOBER 1, 1940, TO OCTOBER 1, 1941

Intercoastal Raie Structure—Mized Carlond Ruwle—McCormick Steamship
Co., 2 7. 8. M. C. 506. Respondenis’ rules, regulztions, and practices with re-
spect to mixed carload shipments fonnd to be unreasonable, without prejudice
to the establishment of rules, regulations, and practices which are not more lib-
eral than those maintained by transcontinental rail and water-rail lines.

Grays Harbor Pulp & Puper Co. v. A. F. Klaveness & Co., 4/8, et al., 2
T. 8. M. C. 366, modified 2 U. 8. M. C. 525. Defendants’ rates on printing paper
from Grays Harbor, Wash., to ports in the Orvient found unduly projudicial and
unjustly discriminatory, but not otherwise untawful, and defendants permitted
to establish an agreed schedule of rates.

In re Inland Waterways Corporation and Mississippi Valley Barge Line Co.,
2 U. 8. M. C. 438 Respondents found o be common earriers by water in inter-
coastal commerce and engaged in the transportation of passengers or property
on a through route as defined in sccfion 2 of the Intercoastal Shipping Act,
1933, Reduction in the rate on alcoholic liguors not shown to be unlawful.

United Can Co. v. Shepard Sicamship Co., ct al., 2 U. 8. M. C. 404. Rates on
tinplate tops and bottoms from Philadelphia, Pa., to Los Angeles, Calif., found
unreasonable. Reparation awarded.

Jos. Q. Neidlinger Co. v. Americon-ITawaiinn Steamship Co., 2 U. 8. M. C. 466.
Rate on teasels, in less carloads, from San Franciseo, Calif,, to Philadelphia,
Pa., found unreagonable. Reparation awarded.

in the Matier of Conference Agreement No. 59. Dismissed for failure to de-
velop any violation of law.

Quif-Puerio Rico Rates Via the New York and Porio Rico Steamship Co.,
2 U. 8 M C. 410. Cancellation of service from Gulf ports of the United States
to Puerto Rico found not unlawful.

Agreements of Nieholson Universal Steamship Co. and Spokene Steainship
Co. with Duluth Transit Co. and Clorence L. Holi, 2 U. 8. M. C. 414. Respondent
Nicholson found to have allowed Holt Motor Company to obtain, and the Iatter
to have knowingly and wilfully obtained, traunsportation of automobiles from
Detroit, Mich, to Duluth, Minn, at less than the legally applicable rate, in
violation of section 16 of the Shipping Act, 1916, as amended, and section 2 of
the Intercoastal Shipping Act, 1933, as amended.

Respondent Nichnlson fonund fo have given Holt Motor Co. an undue prefer-
ence, in violation of said section 16.

Respondent Nicholson found to have knowingly disclosed and permiited to
be acquired, and respondent Duluth and ilolt Motor Co. found to have know-
ingly received, information, in violation of section 20 of the Shipping Act, 1916,

No violation of seclions 14 and 15 of the said act found to have been es-
tablished.

Practices, efe.. of San Francisen Bay Arce Terminels, 2 U. 8 M. C—(1)
Respondents, including State and municipal terminals, arc “other persons” asg
defined in the Shipping Act, 1616, as amended.  (2) Certain respondents are
operating under agreements or working avrangemnents within the purview of
gection 15 of said act, withomi approval of the Commission. (3) Prac-
fice of Fncinal Terminals of colieciing service charges from steamship lines on
freight discharged at other terminals unanthorized by its tariff and unreason-
able, in violation of section 17 of suid act. (4) Idnecinal Torminals knowingly
received information in violation of scction 20 of said act. (3) Practice of State
and nrmanicipal terminals of making tariff changes without adequate notice is
wnressonahle.  Changes shonld not he made except upon 30 days’ notice unless
rood caunse exists for shorter periods. (6) Respondents’ rules, regulations, and
practices regarding free time arc unduly prejudicial and prefervential and un-
reasonable in violalion of sections 16 and 17, respectively, of said axel. Reason-
able regukition prescribed. (7) Respondents’ rates, rules, regulations, and prac-
tices relating {o wharf demurrage and wharf storage are unduly prejudicial and
prefercntial and unreasonable in violation of seetions 16 and 17, respectively, of
said Act. Reasonalde regulation prescribed.  (8) Respondents should file their
tariffs with the Commission in order that regulalions prescribed may be en-
forced.

In the Matter of the New York and Porto Rico Steamship Co—Waterman
Steamship Corporation Agrecment, 2 U, 8. M C. 433. Agrecment between re-
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spondents found subject to section 15 of the Shipping Act, 1916, and the carrying
oul thereof without the Commission’s approval found in violation of thaf section.

S. H, Kress & Co. v. Baltimore Mail Steamship (Penama Pacific Lines)
et al., 2 U. 8. M. C. 450. Rate on candy from New York, N. Y., to ports in
Hawaii found unreasonable. Reparation awarded and g reasonable rate for
the future prescribed.

I'n the Matter of Rates, Charges, and Practices of Cerriers Engaged in Trade
from Japan to- United States, 2 U, 8, . C. 426, Respondents allow persons to
obtain transportation at less than the regular rates and charges by means of
false billing, unduly and unveasonably prefer and prejudice particular persons,
and collect rates and charges which are wnjustly discriminatory between ship-
vers, in violation of sections 16 “Second”, section 16 “First”, and section 17,
respectively, of the Shipping Act, 1916. Ceasc and desist order entered.

Acime Novelty Co. v. American-Huwoiian Steamship Co, ef al.. 2 U. 8. M, .
412. Rates on eanes from New York, N, Y., and Philadelphia, Pa., to Los
Angeles Harhor, Calif, found noi unreasonable. Complaint dismissed.

The People of Pucrto Rico v. Waterman Stemmship Corporation and Lykes
Bros. Steamship Co., Inc., 2 U. 8. M. C. 407. Upon the geitlement of the issues
by the parties, request for withdrawal of complaint granted and proceeding
digseontinued.

City of Mobile, ¢t gl. v. Baltimore Insular Line, Ine, et el,2 U. 8 M. C—,
Particwar tariff under which, on shipments from interior orviging of the United
States to Puerto Rico, the combination of inland-ocean rates are equalized via all
porig, found not published as required by section 2 of the Interconstal Shipping
Act, 19231 said tariff, and practices thereunder, found unjust and unreasongole
in violation of section 18 of (he Shipping Act, 1916 ; and as obscrved, to result in
undue and unreasonable preference nnd prejudice as between localities, in vio-
lation of section 16 of the latler net. Cancellation ordered.

National Cable and Metal Co. v. Aniericen-Hawaiian Steamship Co., 2 U. 8.
M. C. 470. Rates on automobile battery cables from Log Angeles Harbor, Calif.,
te Norfolk., Va., and Philadelphin, Pa., found inapplicable. Applicable rate
determined and complaint dismissed.

Baker Driveqaray Co, Ine, v Amesiean-JTmeaiion  Sicawmshin Co,  Com.
plainant's request to withdraw complaint granted, and proceeding discontinued.

Alaskap Ratee, 2 T, & 3 L — (The report also embraces No, 572, Aleska
Rate Investigation No. 2.) (1) Rate baze and fair rare of refurn for respond-
ents Alaska Stenmship Company, Northland Transportation Company, Alaska
Transportation Company, and Santa Ana Steani~hip Company, and net income
under proposed rates, determinad. (2) Proposed rates found not to wield
fair return as to eertain respondents and not an excessive return as 1o others.
(3) Respondents’ rate structure as n whole not shown to he unreasnnable.
(4 TInereases in rates on commodities fransported prior to Jone 1940, at
Freight. N. O. 8, rates, to the extent thoy exceed increases published in sus-
pended schedules under item Freight, N Q. 8., found not justified and un-
lawful. (31 Special rates to large shippers based on volume found wnduly
preindicial and preferentinl,  (6) Compluint alleging prejadice to Tacoma and
prefereur-e to Senttle not sustained. (7)) Serviees of coeriain respondents  to
sa-ctlled Cirregolar” ports for which ne tariffs are iled fonnd subjeefr to the
Commixion’s jurisdiction and respondents requited to file tarsffs (8) Provi-
sions of hills of Tading. cote. affecting rates and services not effective unless
Incorporated in Anriff. 10 Respoudent Alask. Steamship Cowpany  should
cancel joint rail and water rates maintained with Alsska Railrond and in
Tion theroof publish and file with the Coammission waloer nroportional rites.
(10) Comman earricr «lars of cermain respondonts and rrriers desermined.

Port Commiseion of Ciky of Beawmont, Ter, et ol v. Sealrain Lines. Fue., of al.,
2T 8 M C 500 Defendants’ ah=orption practice and conference antharizaiion
thereof fonnd ta be in violation of seelions 16 and 17 of the Shippins Aet, 1916,
as amended,  Cease and desi~t order entered.

Asgoctuted Telephone Co., Lid . v, Luckenbach Rteamship Co., Tne, 2 T, 8. AL (.
512, TRate on felephones, switchhoards, efe. not shown to have been inap-
plienhle  Commlaint di«missed

The Port of Beawmonit, Ter . ot al. v. Agwilines. Ine. (Clyde-dallory Lines).
el oal, 2 T, RBOM C081% Dropertienal rmte on viee and riee praduets, in
carloads, from Houston and Galveston, Tex., to North Atlantic ports, found in-
applicable on shipments originating at Houston and Galveston. Complaint
dismissed.
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Intercoastal Cancellations and Resfrictions, 2 U. 8. M. . 397, Motion {0
vacate suspension order granfed in part. Minimum lonnage restriction found
Justified except as to Richmond, Calif.

Lone Star Bag & Bagying Co., Inc. v. Sonlhern Steamship Co. and Moeoremack
Gulf Lines, Tne., 2 U. 8. M. (. 468, Late on old hags and bagging from Phila-
delphia, Pa., to Houslon, Tex., forrnd not subject {o the Commission's jurisdiction,
Complaint dismissed.

Rowe Service Co., fnc., v. American-JTawaiian Sleawship Co., 2 U, 8, M, C. 519,
Rates on coin-operated vending machines from New York, N Y, awd Newark,
N. J., to Los Angeles Havbor, Calif.,, not shown 1o be unveasonable. Complaint
dismissed.

Patrick Tanitber Co. v. Calmar Steamship Corporation of ol, 2 U. 8. M. Q.
494, Complainant found {0 be unduly prejudiced by defendant’s refusal te
furnish cargo gpace accomniodatlions.  Cease and desist order entered.

K. I. DuPant de Nemours & Co., Tie, v. Seuiliern Steamship On., 2 U, 8. AL C.
527, Rale on syntheiic indigo pasic and ~odimn hydrosulphite from Philadelphia,
Pa., to Houston, Tex,, fonnd to be nivensonnble.  Reparation awarded.

Rates, Charges, and Practices of Carriers, and Proctices of Shippers, In
Conncetion YWith Freight Traffic From United States to Phitippine fslands,
2 U, 8 M. (L B35, Respondent carviers allow per=on: fo obtain fransporiation
at less than their regular rates currently established and enforeed hy means
of false billing, nnd undnly prefer and unduly prejudice particnlar persons, in
viplation of section 16 “Second” and “First” respectively, of 1he Shipping
Act, 1916,

Respondent shippers obtain {ranspor{ation of property by means of false
billing at Iess than the rates whicl: wonld otherwise be applicable, in violation
of paragraph 1 of section 16 of the Shipping Act, 3916, ax amended.

Cease and desist order entered, and record cortified to Department of Justice
for prosceution.

Plomd Tool Co. v. American-IImwaiian Sleamship Co., 2 T, 8. AL C. 523, Ship-
ments of composition tool handles from Drooklyva, N. Y., fo Los Angeles Harbor,
Calif, found to have been overecharged. Overcharges ahould be refunded
fmmediately.

Tarrowe Milting Co. (trade same), Division of Qeneral AT, Tne., v. Dalti-
more Insular Line, Ine, and Bnll Insular Line. Inc., 2 U. 8. M. C 549, Rales
on commercial mixed feed and dried beet pulp from New York, N. Y., and
Baltimore, Md., to ports in Puerto Rico not shewn to be unjust or anreasonable.
Complaint dismis=ed.

Nerviees on Wool and Molair From Qulf to Atlantic Ports. Suspension order
vacated beeanse smspended schednle was ¢ancelled.

Ruper Phosphalc Rock From Allaniic 1o Pacific Ports, Suspension order
vacnted beeause suspended schednle was eancelled.

Aflantic Syrup Refining Co, v. Laekenbach Sfeamship Co., Ine, 2 U, 8 M. C.
521, Defendant’s failure to fulfill obligntion {ixed by ifs routing shect in con-
noction with shipment of syrap from Philadelphia, ., fo 8San Diego. Calif.,
found 16 be an unreasonable practice. Xeparation awarded.

Flectrical Produets Corposation v. AeCoriick Steamship Co. On motion of
defendani, complaint dismissed becaunse nof filed within ihe 2-year peried pro-
vided in section 22 of the Shipping Act. TG,

Ameriean Union Transport, Ine., v. “Halie” Socicta Anonime Di Navigazione,
2 . & M. C. 553, Under the reguintory provisions of the Shipping Aet, 1916,
defondant owed no duty to a broker as soch amd is not vesponsibte for brokerage
and for alleged injury 1o the hroker's repufuniion becanse of defendant’s refusals
to book shipments upon the broker’s requests.

Pitgrine Furniture Co., Ine v, American-TTawalinon Steanship Col 2150 &ML G
517. Motion granted to dismiss, on jnrisdictional groonds<, complaint praying
for reparation for damage lo shipment and defendant’s failure lo carvy on a
specificd voyage.

Sigfried O18en v. Blwe Stayp Tawe, LEid., of al, 2 T 8 M. (L 520 Dofend-
andy’ refusal to admii compkainant o conference membership and {o naiticipa-
tion in exelusive pafronnge coniriaets found 1o e unfair aud nnjustly discrindna-
fory as hetween complainant and defendanis. and fo snbject complainant to
undue prejudice and disadvantage. Consideration will be given to disapproval
of the conferenee agreement if compluaiiant be not admitfed to full and egual
membicrship therein.
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Grain qnd Grain Products From and to Housfon, Ter. Suspension order
vacited Deennse suspended tarifl items were cuncelled,

Embarge on Carge Beheeen North Atlgntic and Gulf Ports, 2 U. 8. AL C.
464, Bmbargo by Agwiiines, Inc. (Clyde-Mallory Linex}, on all commodities
oftered for transportztion belween T. 8. Novth Atlantic ports and U. 8. porls
ol the Gulf of Moxico found unreasonable and ordered cnucelled

red. Olsen & Co. v, Moore-BMeCormack Lincs, fne, ot al. Distnigsed be-
case complainant was awdmitted (o conforence.

Ewmbargo on Caryo af Camden. N J. 2 UL &, M. C. 491. Embargo by Pan-
Atlantie Steamship Corporation on ail conimodities offered for transportiation
to, {rom, and vin Camden. N. J, found not unreasenable or unduly preindicial,

Long Beaeh Lauwmber (o, Inc, v Consolidaicd Tmmber Co, 2 U, 8, DL C,
—. Defendant whwf operator found not 1o have refured delivery of lumber
to compltnant.  Complaint disiissed.

Gruys Hwibor Fyporiation Co. Inco v, Awmerican Mail Line, Lid, ot al
Procesding dismissed ns complaint satisfied. .

No, 426, Northeast Canners' Associgtion v. A, F. Klaveness & Co., 4/8 of al,
No. 462, Amertue Steel Cogporabion of wl, v. A, PO Klaveness & Co., A/N, ef al,,
No. 466, Carnation Co.ef al. v. Aktiesclsknbel Det @stasictiske Kompugni ¢t al.,
No. 439, Rosenberg Bros. & Co. of al. v. The Blye Star Line, Ine. al al., No. 493,
California Fruit Ezchange ef «l. v. Blue Stur Line, Lid., et gl. No. 494,
Californic Prune and Apricot Growers Association V. The Biue Star Line, Ine,
et al., and No. 497, Rimons & French Co., Inc. v. ALtieselshcabef Def Dstasiatishe
Kompagni, (The Rust dsiatic Co., Lid.) et al., were dismissed subsequent to
the aflimance by the United States Supreme Court on March 31, 1941, of the
Commission's order in No. 454, Sw-Maid Raisin (Frowers Association et al. V.
A, M. Elaveness « Co., A/8. ¢f al, which involved jdentical issues,

Although No. §14, Jutercoastal Rafe Structure. was decided prior to October
1. 1040, five =upplemental orders were entered therein hetween that date amnd
the date the procecding was transferred to the Inferstale Comuneree Com-
missioll.
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Claims arbitrated ov setiled under Suifs in Admirgl ty Act from Oct. 16, 1940, to
Get. 15, 1941

PERSONAL INJURY

g . Amount Amount
Vissol Claiirant or respondent Method pud recelved

Brazil ___ Sidney M. Albert 1000l

Rrazik.. -| Alsiclo Perezo._____ RO

Crown Citv -{ Ralph Miller___..__ SRV L

Weashington__._____ Vietory Harrison 606.45 | .. ________

COLLISION

Capwiin._._________ Mersay Towing*Co__. ___ ottlt"! _______________________ $1, 406. 98

Taraby . Trafikaticholager.. _

2 Ernest Grangesherg . peeando L $2,585.07 § . _______

Cussnlt Ovelosnnd

Jeff Davis. Canada 88 Li 1922, 00

Lehigh | .| Joseph Schactor & Sons. g0 | T
Lehigh War Departient - T08. 32
T.chigh.. U BP. &L Aarey.
wawokls _______ . _. Meseck Towing Lines. Ine
CARGO DAMAGE

Challenge _...._._. JoWin & Sons, Lbd__ ... ___ Discontinued rae- U400 oo

suant to seitle-

ment.
City of Elwood____| Leghorn Trading Cn., Tne_____ 2 Bettled. oo . 142 10
Sawokla. ... ___ Ameriean Cyenamid & Chemical Cor. .. dooo . 11137

baration,
GENERAL AVERAQE

L (113 American Insuranee Cu, etal..__. .. Settled______.._.__ £5, 787, 46

CASES COVERED} BY OUTSIDE PROTECTIVE AND INDEMNITY INSURANCE

Vessel Clamant Nature Method A’;’;‘ént
City of Dalhart_ ___] Michael Smoler_ _ n
City of Flint. Arno C. Garnet 6]
Cold Harbor. James C Blake "
Gallamer . Frank Masia_.__ 0}
Collingswort, Augusts Foley, as guardian | ____do.__ - 7" $2, 000, 00
ad ]lntcm of inthnt Fdward J
Foley

Independence Hall.| John 8lelon .. ____.______ Iivess.__ ... . _______ 100. 00
Lehigh.. . ... Isaah Harms ... ___ Personal mjury .. 304, 00
New Orleans | Fredenck G. Ernst.. Assault . __ 1

---| Paul Schwalbe_____. Personal injury . 250,00
P;pestouc County .| Nathan Maron ____ 1227727777 7 [¢{- S (
Potter ... ........ | Phomas P, Cronin.__._______ | ... do..
Quaker City.__ . Joseph A. Stein._____________| .. do..
Southern Cross John Atkins.. . -...do.

Fred Qossler. ...
Heory Odgaard
William Jameson & Co. and
J. L. Hudson Clo.
Michael McDonald

(ontract “and cargo N
damage.
Fersonal m]ury.-

Edward De Allanme__________| ____ do.__

Wiltiam Wolfe..._.__________. Celll

Fred B.Bend.___... _______|.___. 470 S

1 Unknown,
MISCELLANEOUS
. . I Amonnt | Amount
Vossel Claimant or respondent Nature Method paid received
Cabulin _____.___.| Ownersof tug Wapiti.______._ Damage by tag_ [ Setlled__..[._.__ ____ 51,406, 98
City of Elwood Richfiedd 01 Co. . ______.__ Fuwel-oil overfiow__ 1 1,275. 03
MeKeesport... Mé}bSNL (dJ E. Macauley & | Breachofcontract.|...__do..._ | s00 00 |
"o, Lad.
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