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TO THE CONGRESS
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UNITED STATES MARITIME COMMISSION
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I have the honor to present herewith the report of
the United States Maritime Commission for the year ended
June 30 1942

This report is submitted pursuant to section 208 of
the Merchant Marine Act 1936 as amended which provides
that the Commission shall at the beginning of each regu
lar session make a report to Congress which shall include
the results of its investigations a summary of its trans
actions its recommendations for legislation a statement
of all receipts under this act and the purposes for which
all expenditures were made

In previous years the annual report of the Commission
has covered a period ending on October 25 This has been
changed in accordance with customary procedure of other
Government agencies to terminate with the fiscal year
Pursuant to the authorization of Public Law 600 76th

Congress the printing of the report has been discontinued
this year and the original copy will be maintained in the
records of the Commission

As the need for additional legislation cannot be ac
curately forecast during the war period the Commission is
not in a position to submit any specific recommendation for
legislation at this time Such recommendations will be made
to the Congress if developments make it necessary for the
authority of the Commission to be amplified

The accompanying report covers the activities of the
Commission and of certain related activities of the War

Shipping Administration in so far as it is necessary to pro
vide a continuity of action for the period under review

E S Land Chairman
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INTRODUCTION

The transition of the United States to belligerent status on

December 7 1941 focused more sharply the attention of all our

citizens on overseas transportation a key problem in the defeat

of the Axis powers

While aircraft provides effective assistance the major movement

of men and material to the fighting fronts is dependent upon the ves

sels of our merchant marine Without ships to transport them to a

sphere of action tanks planes and guns may make production records

but do not destroy the enemy

Unlike most industries the conversion of shipping and shipbuild

ing activity to a wartime footing did not await the impact of war

itself For many months previous the merchant fleet had been engaged

in the importation of strategic materials to stock the arsenal of

Democracy and in the delivery of supplies to the antiAxis nations

The shipyards too had accelerated their construction tempo to keep

pace with the growing demands for more and still more tonnage on the

remaining trade routes of world commerce and for the defense of the

country With the benefit of this experience over the period prior

to the outbreak of the war the Commission was in a position to in

tensify its shipbuilding efforts and to achieve a tightening control

over the utilization of existing tonnage within a pattern already

established and operative

The true nature of the transportation problem became more

apparent during the first few months when enemy thrusts threatened
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certain of our lines of communication and deprived us of the sources

of important raw materials Engaged in a peri h war our ships

were forced to traverse attenuated lines o supply and to utilize ports

and internal communication systems whose facilities were not designed

to cope with the burdens imposed by wartime movements This strain

upon the merchant marine was accentuated immediately by the seed for

supplying auxiliary vessels to complement the program for nog a two

but a fiveocean Navy

The shortage of ships has been described as the bottleneck which

must be eliminated in order for our efforts to be successful The

truth of the statement can only be accepted in the light of many other

limiting factors which are imposed by a global war One of the most

important of these is adequate protection for the vessels and the

cargoes which they carry The far ranging activities of hostile craft

present a constant hazard to the movement of vessels along the world

sea lanes Production without protection leads to destruction without

delivery While there has not been and never can be in an absolute

sense sufficient shipping to comply with all military and civilian

requirements the merchant fleet to date has been adequate tc trans

port the vital materials presented for loading at seaboard

The ability of the Commission to provide the ships required

traces back to the enactment by the Congress of the Merchant Marine

Act 1936 Under the terms of this legislation the Commission was

charged with the responsibility of fostering a merchant marine ade

quate to serve as an auxiliary in our national defense and to trans

port a substantial portion of our waterborne commerce While the
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latter objective could be attained in part through the operating sub

sidy program whereby United States operators were paid the difference

in cost of operation between American and foreignflag vessels the

needs of national defense could only be met by new types of vessels

and a revival of the merchant shipbuilding industry

The foresight of the Congress in providing the instrument of pol

icy whereby the Commission was enabled to lay the groundwork for the

unprecedented volume of present construction has proven of inestimable

value in our conduct of the war

THE I RCHANT FLEET

Although the United States had on January 1 1941 a merchant

fleet of 1150 oceangoing vessels of 2000 gross tons and over in size

aggregating7078909 gross tons approximately 10500000 deadweight

tons and occupied second position among world maritime nations this

merchant fleet was insufficient to handle the constantly increasing

burden placed upon it by the withdrawal of the fleets of the nations

engaged in the European war and by our own requirements for import of

strategic and critical materials The only course of action was to

build new vessels and in the meantime to divert to essential needs

of the vrar program all available ships under American control

The outstanding aspect of the employment of our oceangoing mer

chant marine in this twelve month period has been the mobilization of

our available tonnage to meet those most essential war needs

In prewar years the coastwise and intercoastal trades had given

employment to more than onehalf of the active oceangoing merchant
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tonnage under the American flag In the endeavor by the Maritime Com

mission and subsequently by the War Shipping Administration to meet

the need for additional tonnage on long oversea routes resulting first

from national defense requirements and later after the United States

became a belligerent from the war program requirements vessels were

withdrawn from these domestic trades First to be depleted was the

intercoastal trade and thereafter the coastwise services until by

June 1942 these had been substantially reduced to a relatively small

number of tankers principally engaged in carrying petroleum priducts

to the North Atlantic Coast and the cargo vessels fulfilling the

essential service of carrying coal from the Hampton Roads area to

northern coastwise ports

Another resource of tonnage drawn upon to meet emergency require

ments pending the largescale delivery of new ships from the emergency

construction program was the utilization of all available foregn flag

tonnage This included the tonnage of invaded and Axis countres

immobilized in our ports which was taken over by the Government ton

nage chartered from various United Nations registries and foregn flag

vessels owned by American companies By the end of June 1942 approxi

mately onesixth of the oceangoing tonnage under American operation

consisted of vessels of other than American registry

Serious inroads upon the available merchant marine tonnagE were

made in this period by demands of the military branches of the Govern

ment for additional auxiliaries These depletions made it necessary

to curtail sharply the tonnage employed in carriage of civiliar re

quirements
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Up to June 30 1942 nearly 300 large merchant ships aggregating

in excess of3000000 deadweight tons in addition to many smaller

craft had been acquired from the Maritime Commission for the Army and

the Navy Many of these were the new highspeed vessels constructed

under the Maritime Commissions longrange program some of them having

been acquired from operators who had recently put them in service while

others still under construction in the shipyards were converted to

the reauirements of the armed forces

The delivery of new vessels from the shipyards however has

tended to offset these depletions in a greater de each succeeding

month with the result that the merchant marine tonnage available on

June 30 1942 closely approximated that under American registry in

commercial service at the beginning of 1941

With the continued rapid increase in production by American ship

yards in the latter part of 1942 and schedules calling for more than

double that production in 1243 there is every indication that the

American merchant marine will be in a better position to meet its

obligations than at any other time since the outbreak of the European

conflict in 1939 While it is hoped that tonnage will be sufficient

to permit a greater movement of commodities affecting the civilian

economy the necessities of the war program would seem to preclude

any immediate relief

CONSTRUCTION PROGRAM

President Roosevelt in his annual message to Congress in January

1942 directed that certain objectives in the production of implements

of war be attained during the year 1942 One of these objectives was
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the construction and delivery of6000000 tons oi merchant shipping

This annual report covers the activities of the Maritime Commission

during the fiscal year ending June 30 1942 but it is the privilege

of the Commission to report that the Presidents mandate was not only

met but exceeded by the end of the calendar year 746 ships of

09000 deadweight tons were placed in service by December 31 1942

This total does not include a number of vessels built for the military

branches of the Government nor 800 small craft The composition of

this Victory Fleet of 746 vessels is 542 Liberty ships 62 tankers

62 of the Commissions longrange C type 55 cargo ships for the

British 5 coastal freighters 5 ore carriers and 15 vessels of see

cial types

Every world record for the construction of merchant ships was

broken during 1942 The only period of shipbuilding activity with

which comparison can be made was during the last World War when

5500000 tons were delivered during twelve months This tweLve

month period however was not completed until some time subseauent

to the termination of hostilities In June 1942 the last month of

the fiscal year American shipyards delivered 66 vessels aggr gating

731900 deadweight tons The best previous month of steel ve3sel

production had been September 1919 when the peak of construction in

the First World War was reached 10 months after thesigning o the

Armistice During that month 618886 deadweight tons were made avail

able for service

This record month during the fiscal year was over shadowed

during the remainder of the year until the climax was reached in
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December 1942 when the rate of production had practically doubled with

the delivery of just short of1200000 deadweight tons

Expansion of Facilities

The groundwork for the unprecedented expansion of shipbuilding

capacity which has pyramided in the past couple of years to a degree

beyond comprehension in time of peace was made ready in the earlier

years of the Commissions existence A survey of facilities available

in 1937 revealed the existence of but 10 yards with 46 shipways in the

United States capable of building ocean going vessels of 400 feet in

length Half of these ways were occupied by naval construction

The adoption of Inc Commissions long range building program in

the latter oar of 1937 calling for 50 new ships a year for the next

10 years initiated the rehabilitation and expansion of the shipbuild

ing industry Today he merchant shipbuilding program utilizes more

than 60 shipyards hayn more than 300 ways for large vessel construc

tion This program involved not only the expansion of existing yards

but to a great extent he creation of shipways where none had existed

before The 20 new yards most of which are engaged in building the

Liberty vessel or EC 2 Design were fashioned out of waste lands

flats and other unused terrain The tots number of new shipways

including those provided for in existing yards amounted to 243

They were built almos entirely under facilities contracts with the

Commission A de aied summary of the facilities program is set

forth in Appendix 0 10 this report

This expansion was based upon the requirements of the nation for

ships first to implement our defense aid program and later to meet



our war needs The tine of construction in each of the yards has now

been cut to such an extent that attainment of the new goals which have

been established for merchant ship construction can easily be achieved

with the facilities which exist The limiting factor is no longer the

shipway but the allocation of material and equipment to build the ship
itself

Liberty Ship

The principle factor in the great increase of producticn was the

Liberty Ship program which was authorized under Public Law lo 5 ap

proved February 6 1941 and subsequently expanded under defense aid

appropriations and national defense appropriations The Commission

adopted the Liberty Ship as a type of simplified design for emergency

construction It was viewed as a mass production assembly project

Having in mind the congestion caused during the last war by a heavy

concentration of shipbuilding in yards such as Hog Island tae Commis

sion spread its 18 new yards along the lengthy coast line of the United

States These Liberty shipyards account for approximately 65 of the

total construction program

The first group of EC 2 cargo vessels were delivered in December

1941 or less than 10 months after passage of the appropriaton au

thorizing their construction The average time from keel to delivery

was 235 days In June 1942 only 6 months later 51 of the same type

were delivered with an average construction time of only 122 days

This average was again cut in half during the following months so that

by November 1942 the average time consumed in all yards from keel lay

ing to delivery was 55 days Although some yards have furnished
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spectacular performances in delivering ships in two weeks or less in
order to illustrate the possibilities of extensive prefabrication and

preassembly the Commission takes greater pride in the overall re

duction in shipbuilding time which has been achieved by all of the

yards

There are many factors which make possible the production records

currently being reached and surpassed by the shipyards in the United

States Of prime importance is the close cooperation of labor and

management and the willingness to adopt new methods and new ideas

while pledging themselves to eliminate slowdowns or stoppage of work

The morale in the yards consequently has been excellent and has

played an important role Some of the new methods employed by the

shipyards which have contributed to the record breaking performances

are extensive prefabrication or the building of large sections of

a ship before they are carried to the shipways the increased use of

welding instead of riveting which conserves man power and material

and provides a stronger ship construction in shorter time and the

adoption of assemblyline methods to the construction of the ship
itself

The Commission has adopted certain policies with the purpose of

facilitating increased production in the shipyards The standardiza

tion of design and elimination of changes except those which would

permit the greater use of less critical materials offers the oppor

tunity for an interchangeability as between the various yards so that

a proper scheduling of material is facilitated When temporary ex

cesses of certain types of steel or equipment may have accumulated in
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a certain yard the close control exercised by the Conumissicn makes

possible their transfer to other yards which may be lacking just such

material in order to complete a vessel

This close control arises out of the centralized purchasing sys

tem established by the Commission The materials and parts for the

Liberty Ship vessels are manufactured in more than 800 plants located

in 32 states The flow of this material is guided by the Commission

on the basis of the progress reports which it receives from all of

the yards

Another policy which has contributed a share to the sensational

construction program is the adoption of training systems in coopera

tion with the various shipyards More than 90 of the men and women

presently employed have had to be trained for the jobs they now per

form Thousands of these workers had never seen a shipyard until they

signed on for employment Even with the training program however

the job could not have been done had the oldtime methods of the ship

building craft been maintained It was essential that the individual

job be simplified to enable each worker to attain the necessary skill

in the shortest possible time

Standard Vessels Program

Although the Commissions shipbuilding program has centered since

December 1941 in the production of emergency cargo vessels the origi

nal concept of rehabilitating the American merchant marine by intro

duction of modern high speed cargo vessels has not been retarded In

fact the 500ship program originally destined to be fulfilled within

a 10year period will have been completed by the end of 1943 Many
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of the dry cargo vessels because of their speed and design as well as

many of the tankers being constructed by the Commission have been

made available to the military branches of the Government The rapid

increase in construction of these CDesign vessels has been made pos

sible only by a parallel expansion of the manufacturing facilities for

certain types of equipment notably turbines gears and Dumps It was

the shortage of the essential propulsive and auxiliary machinery which

made it necessary for the Commission to resort to the Liberty vessels

as well as the fact that mass production methods could not be applied

so successfully to the more complicated C Design

Housing and Transportation of Shipyard Workers

The creation of shipyards on unused waterfront property with the

consequent employment of many thousands of workers in areas which in

most cases were sadly deficient in adequate living quarters and the

normal services of community life imposed e severe burden on the lo

cation selected In certain cities the addition of a new shipyard

could be absorbed within existing facilities of the community In

others it was necessary TO provide them from the ground up

Severe shortages of housing facilities occurred in sixteen areas

in which the Commission had shipyards The most acute shortages

arose in the communities where the emergency yards were established

Expanding production in certain of these yards bringing the total

payroll up to forty fifty and sixty thousand new workers could not

be met without a large aaounr of new housing The Commission was in

strumental in arranging for National Housing Agency projects to be

set up in these localities and considerable progress has been made
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during the course of the year Actual completion for occupancy has

been made difficult because of the shortage of critical materials

The primary objective of the Commission at this time is to obtain

these materials in order that the existing construction may be com

pleted and made available for the workers use

The National Housing Agency has authorized approximately one

hundred thousand dwelling units of which about twentyfive percent

are completed another fifty percent are under construction and are

partially available for occupancy chile the remaining trentyfive

percent have been authorized but not yet built In addition the Com

mission itself has sponsored the construction of a limited number of

dwelling units in areas where housing conditions are acute A total

of twelve thousand five hundred sixty units have been authorized and

are under construction

Concomitant with the program for the construction of housing

units in areas adjacent to shipyards the Commission has been i7stru

mental in the improvement of local transportation to the yards from

nearby cities Early in 1942 the Commission undertook a survey of

the transportation problem and emphasized the need for furnishng

alternative methods of transportation to the automobile which was

found was the major vehicle of communication The pending shortage

of rubber and curtailment of gasoline consumption emphasized the need

for this precautionary move

As a result of its survey various types of local transoori ation

have been established or supplemented In Portland Oregon tle San

Francisco Bay area Mobile Alabama Baltimore and Portland Maine
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ferry services have been initiated In cooperation with existing

railroad services a shuttle train operation has been established at

Vancouver Washington and Houston Texas The extension of existing

electric railway lines at Richmond and Los Angeles California per

mitted direct shuttle service to the yards located in these cities

As the use of private automobiles for transportation has gradually

been curtailed it has been necessary to provide additional trans

portation by bus Operations of this nature for the transfer of

shipyard workers have been organized at Portland Oregon Vancouver

Washington Sausalito and Los Angeles California Houston Texas

Pascagoula Mississippi Panama City and Tampa Florida Brunswick

and Savannah Georgia and Wilmington North Carolina Extension of

these services or the establishment of similar transportation facili

ties at other areas may well be required during the coming year

ORGANIZATION

The membership of the Commission has undergone several changes

during the past year John J Dempsey whose appointment to the

Maritime Commission was confirmed by the Senate on November 26 1940

resigned on July 7 1911 The vacancy created by his resignation has

been filled by John M Carmody formerly Administrator Federal Works

Agency whose appointment to the Comission was approved by the Presi

dent on December 11 1941 Rear Admiral Howard L Vickery was elected

Vice Chairman of the Commission on February 3 1942

The personnel of the Commission including those subsequently

transferred to the War Shipping Administration increased during the

year to 5743 of which approximately 3000 are located in the field



The major increase during the period took place in the field where it

was necessary to augment the technical and financial staffs to super

vise the construction of vessels in 61 shipyards with their rapidly

expanding programs A corresponding increase in the operating staff

provided more effective control of vessel and cargo movements at the

major ports of the United States A further increase in the field

staff occurred through a decentralization of the shipbuilding super

visory activities As the new yards cane into production it was found

desirable to establish regional construction offices responsible for

production in their respective areas These offices are located in

Oakland California New Orleans Louisiana Philadelphia Pernsyi

vania and Chicago Illinois The nucleus of these office staffs was

formed by transfer of employees from Washington

Direct comparison with the administrative personnel required to

supervise construction in the First World War is not possible because

of changes in the functions performed by the Government agency respon

sible for the construction program The Maritime Commission is now

carrying out many duties with respect to design plan approval and

purchase of material which were not undertaken in the last WorLd War

by the Emergency Fleet Corporation Despite assumption of these

additional activities and despite the greatly increased volume of

construction at the present time the total administrative personnel

is considerably less than that employed by the Emergency Fleet Corpo

ration At the end of 1918 when the earlier program had attained its

peak there were over 8000 persons employed by the Emergency Fleet

Corporation as compared with the total of approximately 5500 employed
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at the present time by the Maritime Commission to supervise a program

delivering new ships at twice the earlier rate

Under the Executive Order creating the War Shipping Administra

tion many employees of the Maritime Commission were detailed tempo

rarily to the War Shipping Administration pending their official

transfer In cooperation with the Bureau of the Budget a division

of functions and personnel has been evolved This division had not

been completed by the end of the fiscal year

LEGISLATION

The two principal types of legislative activities affecting the

Commission during the course of the year were appropriations and au

thorizations to finance the construction program and additional powers

to cope with defense and war problems of vessel operation during the

emergency

The appropriations and authorizations of Congress including

Title II of the Second Supplemental National Defense Appropriation

Act 1942 the Fifth Supplemental National Defense Appropriation Act

1942 and the Independent Offices Appropriation Act of 1943 furnished

the sinews for construction of vessels and shipyard facilities under

the Merchant Marine Act 1936 and the First Supplemental National

Defense Appropriation Act 1942 These appropriations and contract

authorizations gave substance to the successive increases in the con

struction program directed by the President which rose from twelve

million deadweight tons for the ensuing two years in December 1911

to twentyfour million tons a few months later
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A separate additional appropriation of two hundred ten million

dollars was made to increase the marine and war risk insurance fund to

carry out the provisions of Insurance Subtitle of the Merchant Marine

Act 1936 and Public Law 101 A broad revision of the war risk in

surance provision of the Merchant Marine Act 1936 as amended was

made by Public Law 523 approved April 11 1942 and this revision

amplified the authority to provide marine and war risk insurance and

re insurance by extending the coverage for hulls cargo and seamen in

the case of American vessels and also for foreign flag vesses under

the control of the United States or engaged in commerce essential to

the war effort or the domestic economy Authorization was granted

also to provide insurance at reduced or noncommercial rates irsofar

as such action was required in the interests of the war or domestic

economy

Various emergency enactments including legislation relating to

idle foreign vessels purchase or charter of vessels for foreign com

merce or national defense ship warranties and priorities negotiation

and adjustment of construction and other contracts war risk insur

ance and the determination of construction subsidy differentials

were extended for the duration of the war and not more than six months

thereafter

The most important change in the authority of the Commission was

brought about by Executive Order 9054 issued February 7 1942 pur

suant to the First War Powers Act 1941 whereby the broad authority

of the Maritime Commission with respect to acquisition operation

maintenance allocation control and insurance of the oceangoing
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fleet was transferred to the War Shipping Administration This Execu

tive Order in effect split the former activities of the Commission

into two divisions the major activity of the Maritime Commission

henceforth was the construction of ships whereas their operation was

delegated to the War Shipping Administration

Among the many other statutes affecting operation of the Maritime

Commission during this period one which deserves special mention is

that which provides for decorations to be awarded by the Commission to

persons in the American merchant marine who distinguished themselves

by outstanding conduct or service in lin of duty The importance and

danger of service in the merchant marine particularly during the

early months of the war has not perhaps been fully appreciated For

many months the officers and seamen on United States flag vessels were

in fact the first of our citizens to be engaged on the world battle

front Their willingness and readiness to serve under existing con

ditions is a tribute to their courage and deserves the commendation of

all our citizens

RULES AND REGULATIONS

Under the general powers granted to the Maritime Commission by

Section 202b of the Merchant Marine Act of 1936 as amended various

rules and regulations have been adopted from time to time to carry out

the powers duties and functions vested in the Commission These are

issued in the form of General Orders and are published in the Federal

Register

An important series of orders issued by the Commission arose out

of the closer control over waterborne commerce which the Commission
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effectuated subsequent to the outbreak of war on December 7 1941

These orders established a reduction in the time charter rates for

both dry cargo and tank vessels in which the Commission would concur

in the granting of warrants As the rates provided for adjustment in

compensation in accordance with speed of the vessels an order was

issued by the Commission setting forth a formula for the determination

of sea speed

Related to this was the adjustment of freight rates to approxi

mate the scale of time charter rates A principal factor in the

determination of freight rates was the premium paid for war risk

insurance It was essential therefore that the Commission pre

scribe a basis for valuation of individual vessels for insurance

purposes Under the terms of this order permission was granted to

the owner to carry additional insurance in excess of the valuation

approved by the Commission provided that such excess was not in

cluded in the determination of the freight rate

The authority of the Maritime Commission to provide personnel for

the expanding merchant marine was broadened during the period under

review A comprehensive set of regulations was established by the

Commission covering three phases of the training program ie the

U S Maritime Service the appointment and training of cadets and

cadet officers and the state maritime academies

Persons desiring to practice before the Commission are required

to submit applications fully setting forth their experience and qual

ifications Originally an approved applicant was entitled to prac

tice or a twoyear period with the Privilege of automatic renewal
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It had been the intention of the Commission to discontinue as of

July 1 19L1 granting of financial aid for the operation of vessels

over 20 years of age It developed however in certain cases that

the rapid withdrawal of new vessels for service with the armed forces

left available only old vessels to maintain service obligations of

operating differential subsidy agreements Thus to the extent that

the war effort permitted continuance of any vessels in the operators

subsidized lines the Conmission consented to the payment of nominal

rates of subsidy with respect to the overage vessel operations to

maintain the integrity of the operating agreements and the statutory

benefits to the operators thereunder

The subsecuent requisition of use of the entire oceannoing fleet

has made it desirable to seek from the Congress new legislation per

mitting the suspension of operating agreements for the period of the

war Such proposed legislation is exemplified in the pending bill

H R 7105

Statutory Reserve Funds

There are set forth in Aopendix I detailed statements as to the

status on December 191 of the capital reserve and special reserve

funds established by companies having operatingdifferential subsidy

agreements under the provision of Section 607 Merchant Marine Act of

193P as amended These statements are based on audited figures ex

cept where otherwise indicated In instances where thev are not

audited they are subject to adjustment at the time of the annual ac

countings for the calendar year 1941 by the Commissions auditors
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It is felt that the detail set forth in Appendix I makes it un

necessary to provide additional analysis with regard to either the

capital reserve or special reserve funds

TRAINING PROGRAM

The program for training personnel for the merchant marine has

necessaril been Lsreatly expanded to provide crews for a large number

of new ships now under contract which are being delivered is increas

ing larger numbers The program is conducted under authori y of Sec

tion 216 of the Merchant Marine Act 1936 as amended

While this report covers the fiscal year ending June 30 1942

attention is invited to the fact that certain changes have been ef

fected in jurisdiction during that year and subsequent thereto

From July 1 1941 to March 1 1942 jurisdiction was with the

United States Maritime Commission By Executive Order No 9083 this

was transferred on February 28 1942 to the United States Coast Guard

and the training functions were carried on by the Coast Guard from

March 1 1942 to July 11 1942 when by Executive Order No 9198 the

training functions were transferred to the Administrator of the War

Shipping Administration By agreement between the Administrator and

the Commandant of the Coast Guard the complete transfer was not ef

fected until August 31 1942 on which date all Coast Guard personnel

was relieved by merchant marine personnel The functions have been

operated since September 1 1942 by the Administrator of the War

Shipping Administration through a Division of Training estatlished

by him
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During the year this was changed to provide that all admissions to

practice would terminate on June 30 1944 at which time the list of

registrants would be re examined by the Commission At present 567

attorneys and 245 other qualified persons are listed on the register

CONSTRUCTION DIFFERENTIAL SUBSIDIES

Acquisition of auxiliaries for the armed forces was substantially

facilitated by availability of vessels constructed under the Commis

sions longrange program for operation in essential trade routes

From the inception of the Merchant Marine Act 1936 to June 30 1942

the Commission had granted construction differential subsidies on 158

new vessels of its long range production program 36 such grants having

been made in the fiscal year under review At June 30 1942 108 of

these vessels were in operation and 50 were nearing completion Of

those the Commission re acquired 68 for the armed forces of which

title to four was subsequently re acquired by the subsidized opera

tors Thus of the construction subsidy grants with respect to 158

vessels the net gran of construction differential subsidy applied to

only 90 vessels at the end of the fiscal year All of those remaining

90 vessels under private ownership have been or will be upon their

completion requisitioned for use in the war effort as directed by

the WSA

The foregoing is illustrative of the wisdom of Congress in enact

ing Title V of the Merchant Marine Act 1936 authorizing the Commis

sion to grant aid up to 50 percent of domestic construction cost of

vessels intended to augment the American merchant marine and to assure

their availability to the Government in time of war or national
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emergency Operators availed themselves of the opportunity to replace

their aging fleets at a cost to them comparable to foreign costs of

construction The building program was accelerated financed in part

by the private operators and in part by the Government WI the ves

sels are reacquired as to title by the Government the operator is

reimbursed his share of the construction cost depreciated to the date

of transfer to the Government The service Army or Navy accepting

title to the vessel as an auxiliary pays the depreciated domestic con

struction cost thereof including reimbursement to the Commission for

its contribution to such cost ie the construction differential

subsidy less depreciation for the period the new vessel was operating

on an established trade route

OPERATING DIFFERENTIAL SUBSIDY AGREETENTS

There was no change in the composition of subsidized lines during

the past fiscal year Emergency conditions preceding and following

the entrance of the United States into the war however seriously

disrupted operations on the prescribed essential trade routes for the

maintenance of which operating differential subsidy has been granted

pursuant to the terms of the twelve agreements in force under the au

thority of Title pI of the Merchant Marine Act 1936

During the several months prior to July 1 1941 operations on

most of the essential trade routes as defined in the operating

differential subsidy agreements produced substantially increased

profits to the contracting operators Negotiations for a readjust

ment of subsidy payments under the provisions of Section 606 of the

Merchant Marine Act 1936 were conducted and resulted in agreements
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to eliminate subsidy on voyages commenced on or after July 1 1941

except as to reduced subsidy on items of crews wages

Subsidized operations were curtailed in the latter part of the

previous fiscal year and the curtailment accelerated during the

period under review by the withdrawal of vessels from the established

trade routes for purposes of national defense and the war effort As

against 751 voyages with accrued operating differential subsidy in

cluding inactive periods amounting to 1306130106 in the fiscal

year to June 30 1941 there were 423 such voyages with accrued sub

sidy of only406932937 applicable to the fiscal year 1942 as set

forth in the following tabulation

Accrued Operating Differential Subsidy on Voyages
and Inactive Periods July 1 1941 to June 30 1942

American Export Lines Inc 34 31197654
American Mail Line Ltd 15 2
American President Lines Ltd 17 92706601
American South African Line Inc 13 14702680
Grace Line Inc 46 36959494

Lykes Bros Steamship Co Inc 88 65897745
Mississippi Shipping Co Inc 33 13347316
MooreMcCormack Lines Inc 57 47194586
New York and Cuba Mail Steamship Co 69 10390031
Oceanic Steamship Co 6 15310962
Seas Shipping Co 17 21546166
United States Lines Co 28 34872267

Total

Number of Accrued

Voyages Subsidy

423 406932937

The rapid rate of reduction of subsidy is illustrated by the

following breakdown into quarterly periods of the total subsidy ac

crual as above set forth
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Accrued OperatingDifferential Subsidy on Voyages
Completed in Quarterly Periods July 1 1941

June 30 1942

Quarterly Period Accrued Subsidy

July 1 September 30 1941
October 1 December 31 19L1
January 1 March 31 1942
April 1 June 30 1942

23925E470
104649227
50424751
12600489

Total 5406932987

Aid to Vessels Over 20 Years of Age

Pursuant to Section 605b of the Merchant Marine Act 1936 as

amended there is included in Aopendix F a list of the vessels over

20 years of age for which an operating differential subsidy zas been

paid during the period from July 1 1941 to June 30 1942 The pay

ment of subsidy for overage vessels has been granted by the Commis

sion pending their replacement by new construction For voyages

commenced subsequent to July 1 1941 payment has been limit to 1

percent of crews wages

In the normal course of events the replacement program would

have been largely completed by the introduction into the service of

the operators of new vessels contracted for pursuant to the Commis

sions long term construction and replacement program Many of the

old vessels were actually replaced by new vessels which in turn were

withdrawn from their intended service by requirements incident to the

national defense program and the war effort In order to assist the

subsidized operators in maintaining the maximum of service require

ments on essential trade routes the Commission concurred as an

emergency measure in the continuation in such services of a number

of old vessels previously scheduled for withdrawal
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A new merchant fleet consisting of nearly 2500 vessels is now

under construction by the United States Government This is in ad

dition to our present merchant fleet These new ships require a

complement of about 25000 licensed deck and engineer officers about

evenly divided and about 100000 unlicensed seamen in the deck

engine stewards and radio departments While there are many ex

perienced seamen now ashore in other occupations and while every

effort is being made to induce these men to return to sea the number

who can be made available involves so many variable factors that pro

vision has been made to train enough new officers and seamen to sup

ply all needed

The scope of the War Shipping Administrationsprogram for train

ing personnel for our merchant marine which is conducted by its

Division of Training under the supervision of Capt Edward Macauley

Deputy Administrator is as follows

Merchant Marine Officer Training

United States Merchant Marine Cadet Corps There are presently

over 3000 cadets in training to become officers under the Federal

system This number will be increased to 5200 by January 1 1943

The course covers a period of 16 months of which the first two months

of preliminary training are given at basic schools at Kings Point New

York Pass Christian Mississippi and San Mateo California then 6

to 8 months on active merchant vessels dependent upon voyage time

and finally from 6 to 8 months advanced courses at the United States

Merchant Marine Academy at Kings Point Graduates are qualified to

sit for licenses as Third Mates or Third Assistant Engineers Cadets
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are also enrolled as Midshipmen in the Merchant Marine Nava Reserve

for which they must qualify before being appointed as cadets They

receive instruction in Naval Science as well as in all maritime sub

jects and are eligible for appointment as Ensigns in the Merchant

Marine Naval Reserve upon securing their licenses as merchant officers

but they remain in an inactive Navy status so long as they serve on

merchant vessels

Requirements for appointment to the United States Merchant Msr

Cadet Corps are as follows Unmarried citizens of the United States

native born or naturalized for at least ten years between the ages of

18 and 23 years with overage allowance of one year for each year rf

college high school education or its equivalent good health and good

moral character

The training ships NEiJEM00SHA SEA LOVE FELIX RIrSENBERG and

EMORY RICE are attached to the Academy and the NORTH STAR ONEIFIA and

QUEEN OF THE FLEET to the Basic School at Pass Christian Mississippi

A training ship will soon be added to the Basic School at Saz Mateo

California

While in training the cadets are paid 65 per month by she Gov

ernment ashore and by the ship operators afloat They are fzrnished

with uniforms textbooks quarters subsistence and medical and

dental care While in port on merchant vessels each cadet Ls ex

amined by a Cadet Training Instructor and is assigned studie to be

carried on at sea under the supervision of the ships offices

Approximately 6000 cadets of the United States Merchant Marine

Cadet Corps are expected to qualify as Merchant Marine Officers in
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the years 1942 1943 and 1944 They will release officers now serving

as Third Mates and Third Assistant Engineers for raise in grade to

higher ranks six months sea service being required for each raise in

grade

State Maritime Academies There are five State Maritime Acade

mies under Federal supervision operated with Federal aid They are

as follows California Maritime Academy San Francisco California

Maine Maritime Academy Castine Maine Massachusetts Maritime Acade

my Hyannis Massachusetts New York State Maritime Academy Fort

Schuyler the Bronx New York Pennsylvania Maritime Academy Phila

delphia Pennsylvania

There are approximately 1000 cadets now enrolled in the five

State Maritime Academies which will graduate approximately 1500

officers in the years 1942 1943 and 1944

Requirements for admission to the State Maritime Academies are

the same as for the United States Merchant Marine Cadet Corps except

that they may be admitted at the minimum age of 17 years and 8 months

They receive approximately the same pay and allowances as the Federal

cadets and their course of training covers the same period of 16

months but instead of being trained on active merchant vessels they

take an annual training cruise of three months on school ships pro

vided by the Government The ships presently assigned for these

cruises are the ALLEGHANY GOLDEN STATE and KEYSTONE STATE The

State Maritime Academy cadets are also enrolled as Midshipmen in the

Merchant Marine Naval Reserve in an inactive status receive training

in Naval Science and are eligible for appointment as Ensigns in the



28

Navy when they secure their licenses as Third Mates or Third Assistant

Engineers

Officers Schools of the United States Maritime Service The

United States Maritime Service trains officers up from the 1anks and

new seamen for unlicensed positions in the deck engine stewards and

radio departments The officer schools are located at Fort Trumbull

New London Connecticut and at Government Island Alameda California

At these schools seamen with at least 14 months sea service are

given a four months course to qualify them to sit for licenses as

Third Mates and Third Assistant Engineers While in training they

are rated as Chief Petty Officers are paid 126 per month and are

furnished with uniforms textbooks quarters subsistence medical and

dental care and the use of recreational facilities These two schools

have a present capacity of 4200 graduates per annum and thi is being

increased to 8000 per annum by January 1 1943

Engineer Officers from Approved Technical Colleges and with

Machinist Experience Students of approved technical colleges who

have completed a three years course and men with three years expe

rience in the machinist trade as apprentices of which 3 Worths must

have been spent in the construction installation or repair of marine

engines are eligible to sit for licenses as Third Assistant Engineers

after completing three months service in the engine room of a mer

chant vessel as an unlicensed engineer Such men are eligible for a

one month course at the United States Maritime Service Training

Station at Hoffman Island New York They must be at least 19 years

old They are enrolled in the Maritime Service as Chief Machinists
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Mates and are paid 126 while at the training station Aboard ship

standard wages are paid

Refresher Courses Experienced seamen whose licenses have ex

pired and who wish to renew them and those who are eligible for raise

in grade are eligible to take refresher courses of from four to six

weeks at the Officers Schools at Fort Trumbull New London Connecti

cut and Government Island Alameda California While at these

schools they are rated as Chief Petty Officers and are paid 26 per

month

Unlicensed Seamen Training

Deck Engine and Steward Personnel The United States Maritime

Service maintains four shore training stations for apprentice seamen

at Sheepshead Bay New York Hoffman Island New York St Petersburg

Florida and Port Hueneme California Negotiations are in progress

with the Navy Department To remove the station from Port Hueneme

California to Catalina Island California for the duration of the

vrar in order that the Navy Department may use the facilities of Port

Hueneme The following training ships are attached to these stations

MERIOAN SEAMAN AMERICAN SAILOR EHPIRE STATE VEMA JOSEPH CONRAD

TUSITALA ALLEGHANY BERKSHIRE CITY OF CHATTANOOGA and the new

Liberty ship AITERICAN MARINER 16000 trainees can be accommodated

at ona time by these training units so that potentially 64000 men

less attrition can be graduated each year They receive a three

months course of training in the deck engine and stewards depart

ments While in training apprentice seamen are paid 50 per month

and are furnished with clothing quarters subsistence medical and
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dental care Engine department graduates are eligible for certifi

cates as oilers firemen and water tenders Deck men are certificated

as ordinary seamen and are eligible to be examined for certicates as

able seamen after serving three months on a merchant vessel If they

have already had 3 months experience at sea before enrolling they are

graduated as able seamen Stewards department graduates are certifi

cated as dooks bakers or messmen Standard established wages are

paid aboard ship

Radio Operators At Gallups Island in Boston Harbor the Mari

time Service operates a radio school which accommodates lOCO trainees

at one time The course is being reduced from ten to six months and

2000 radio operators can be turned out each year While in training

enrollees are paid from 50 to 66 depending on previous training

and are furnished with uniforms quarters subsistence medical and

dental care and the use of recreational facilities

Cooks and Bakers Cooks and bakers are very essential o the

welfare of seamen A specialized school to produce them is estab

lished at Sheepshead Bay New York Cooks and bakers are also trained

at each of the other training stations and on the training ships

While in training for three months the enrollees are paid 50 per

month and are furnished with uniforms quarters subsistence medical

and dental care and recreational facilities Aboard ship standard

established wages are paid

Additional Training

The Commission also maintains visual signaling schools or mer

chant marine officers in the ports of New York Baltimore New Orleans
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and San Francisco This training is exceptionally important during

emergency conditions when a great deal of communication cannot be

used To date 1488 candidates certificates have been awarded for

proficiency in expert signaling

Extension or correspondence courses are available to merchant

marine personnel while at sea These courses are conducted for the

Commission by the Coast Guard Institute at New London Connecticut

which holds examinations of the enrollees To date 3185 members of

the Maritime Service and 1244 additional seagoing personnel have been

enrolled for these courses

INSURANCE

The repeal of certain sections of the Neutrality Act on November

17 1941 made a great change in the insurance activities of the com

mercial underwriters and of the Maritime Commission because it per

mitted vessels to proceed into waters where the danger of loss or

damage from war activities was imminent The Commission realized that

it would undoubtedly be called upon to supply war risk insurance under

the provisions of the Merchant Marine Act of 1936 as amended and

Public Law No 101 77th Congress approved June 6 1941 which au

thorized it to do so whenever it appeared to the Commission that

adequate and satisfactory insurance could not otherwise be obtained

at reasonable rates and upon reasonable terms and conditions Early

in December 1941 the Commission created a Wartime Insurance Commit

tee to set up the organization necessary for supplying insurance

The large number of foreign flag vessels acquired by the Commis

sion under provisions of Public Law No 101 had the status of Govern

ment owned vessels and on these the Commission was a self insurer both
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with respect to the vessels themselves and other interests of the

owners or charterers such as the protection of the crew against loss

of life and personal injury caused by war activities These vessels

were not insured with commercial underwriters but in a few early

cases the lives of the crews were so insured All of this insurance

was assumed without the formality of recording the premiums and set

ting them up in a special fund

Many vessels were chartered by the Commission for Lend Lease and

other services on terms which provided that the Commission would sup

ply and pay for the war risk insurance A policy was adopted in re

gard to these vessels of permitting the owner to arrange commercial

war risk insurance whenever it appeared that the cost of such insur

ante was reasonable and not in excess of the probable cost if the

risks had been assumed by the Commission

This policy permitted a large amount of insurance to flow through

the regular channels of the commercial markets However as condi

tions changed costs of such insurance increased rapidly and it was

decided to have the Commission assume all of these risks These con

ditions made it more and more evident that the Commission would shortly

be called upon to supply war risk insurance

About January 1 1942 the Wartime Insurance Committee began to

underwrite war risks on privately owned vessels but the volume of

business was small When the War Shipping Administration was created

in February 1942 the Wartime Insurance Committee became th Division

of Wartime Insurance of the War Shipping Administration ani all

underwriting under the authority of the 1936 Act as amendei and

Public Law No 101 was done by the new organizations The Maritime
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Commission continued to underwrite risks under authority of Section 10

of the 1920 Act until June 30 1942 but this authority was exercised

in only five or six cases where the commercial markets were not able

to supply insurance in the amount required

During the past few years the Commission has insured under au

thority of Section 10 Merchant Marine Act of 1920 as amended a part

of the protection on many of the vessels which were mortgaged to the

Commission As the underwriting activities of the Government have

developed the Commission has permitted its participation in many of

these vessels to be transferred to the commercial markets The dis

tribution during the last five years over the three available markets

of the insurance required by the mortgages on these vessels is shown

in the following tabulation

Oct 25 193
Oct 25 1939
Oct 1 1940
Oct 1911

June 30 1942

Fund American Foreign
Percent Percent Percent

52 465 483

64 462 474

168 5048 3272

1052 6091 2857

656 7020 2324

The fund percentage is unusually high and the
foreign percentage is unusually lour because at the time
three high valued vessels were insured a large section
of the British market could not be used as it had not
made deposits in this country if the fund could have
been limited to its usual participation its percentage
would have been 71 percent instead of 168 percent

From the above figures it will be noted that a larger percentage

of the insurance on these vessels is being placed with the American

commercial underwriters Their ability to handle this increased par

ticipation justified the efforts previously made by the Commission to

increase the capacity of the American commercial market so that it is



34

able to handle the business proffered under present world conditions

where steamship owners have shown preference for the security offered

by the American market

Shipyard Insurance

No insurance has been arranged on the shipyards built by the

Commission or on the vessels constructed in them However cn vessels

constructed in private yards insurance has been arranged to cover

until delivery of the vessels to the Commission Practically all of

this insurance has been placed in the American market the foreign

market being used only where it was necessary to supplement the capac

ity of the American market or where a material saving could be ef

fected In certain cases the Commission insured that part of the risk

in excess of the capacity of the American and English commercial

markets

In the emergency shipyards the Commission has been influential

in placing workmens compensation automobile and other forms of

liability insurance Every effort has been made to have this insur

ance arranged on a costplus basis whereby the contractors paid to the

insurance carriers 1 an agreed percentage of the premiums to cover

the insurance carriers fixed charges overhead and the tate5 charge

able to each contract 2 the claims plus the loss expenses which are

fixed at 12 percent of the claims actually paid The cost of this

insurance cannot under any circumstances exceed 90 percent of the man

ual rates as determined by the states in which the work is being done

This costplus insurance plan has been installed in all of the

emergency shipyards except those located in a few states whee the

law requires that the insurance be placed with the state funds
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Upon transfer by Executive Order creating the War Shipping

Administration of the functions duties and powers of the Maritime

Commission with respect to marine and war risk insurance the Wartime

Insurance Committee of the Maritime Commission continued to function

under War Shipping Administration Administrative Order No 1 of Febru

ary 10 in the administration of insurance activities authorized under

Public Laws Nos 677 101 and Section 10 of the Merchant Marine Act

1936 as amended

The functions of the Committee since it was formed on December

19 1941 consisted substantially of genera administration of war

risk underwriting operations of the Commission and subseouentiv the

Administration collaboration with commercial underwriters writing war

risk insurance in coordinating insurance provided by them with the

needs of the ship owners and of the Government under wartime condi

tions advising vessel owners whose vessels were chartered for Govern

ment use as to insurance to be placed with commercial underwriters and

the values to be so insured reviewing war risk insurance costs sub

mitted by shin owners for freight rate surcnarges advising generally

on matters relating to war risk insurance including appearances before

Congressional Committees on war risk insurance legislation negotia

tions with the Reconstruction Finance Corporation as to scope of war

risk insurance to be provided by that agency under the War Damage

Insurance Act and consultations with the Maritime War Emergency Board

on questions of crew war risk insurance

The efforts of the Committee were directed largely at first toward

stabilization of market rates for hull vrar risk insurance To this
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inception of periods of intensified enemy activity in any area until

investigation showed that the higher market rates were justified To

further stabilize hull rates the Committee reached an understanding

with commercial hull underwriters whereby rates would remain constant

for all vessel sailings within a given month Prior to this such

rates were subject to change from day to day without notice and in

asmuch as war insurance costs constituted a substantial part of oper

ating expense a ship owner could not estimate with any degree of

accuracy voyage expenses nor could anticipated costs be determined

for freight surcharge purposes

The Committees rate stabilization efforts diverted a substantial

volume of war risk insurance from the commercial market to the Govern

ment This shift was inherent under existing conditions and was not

deened to be in conflict with the long standing policy of the Maritime

Commission to develop and foster an American commercial market for the

insurance of marine risks

The Committee continued to function until the appointment by the

Administrator of a Director of Wartime Insurance in the office of the

Assistant Deputy Administrator for Fiscal Affairs on April 7 1942

who assumed direction of the insurance activities of the Administra

tion from that date

The enactment of Public Law 523 approved April 11 19

broadened the basis of the Administrationsinsurance activities by

authorizing the writing of war risk insurance on a nominal Dr other

rate basis when deemed necessary in the furtherance of the tar effort

or the domestic economy of the United States Before the eid of the
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fiscal year it became apparent that the cargo war risk insurance on

a nominal rate basis would have to be furnished for imported raw

materials or commodities because of increasing pressure on price

ceilings of such imports and on manufactured goods requiring substan

tial quantities of imported raw materials Consultations in this

connection with the Office of Price Administration were in progress

during the last month of the fiscal year and before the close of the

year the Administration was providing war risk insurance for petroleum

and petroleum products at nominal or non compensatory rates

Because of the heavy liabilities borne by the Was Shiping Admin

istration following requisition of the American merchant marine and

assumption of war risk insurance on vessels so requisitioned legis

lation was recommended to the Congress for an increase in the war risk

insurance fund By Act approved June 5 19L2 the appropriation for

the fund was increased from forty million to two hundred fifty million

Insurance Written

Insurance written by the Maritime Commission and subsequently

by the Administration for the period ending with June 30 totaled

10295L301650for a total premium of 82507497319 Losses in

curred during this period totaled155352916 These figures

include insurance written during June on petroleum products on a

nominal rate basis in the amount of 106011500 for a premium of

3C7999C with losses totaling127409716 These figures do

not include assumption of rar risks with respect to hulls and crews

of vessels under time charter or requisition time charter to the

Administration These assumptions totaled 52582542000 for which



deposit premiums subject tu read i ui neo or c 221109 7ras

credited the insurance fund fosses incurred under these assumptions

totaled j0754t9cf the oerind over d h ty his report

The C1a is Section of the Division of insurance U S Maritime

Commission mas reorganized and estabi1shod n No York on authoriza

Lion of the Administrator during March 92 o facilitat the set

tlement of at claims arising under irsurance written and isks

assumed by the Administration This Section is now a Dart of the War

Shipping Administration organizaticn and is ender the direction and

supervision o the Director of dart im Insurarc To further expedite

the sett emenf c the large voLce or but and carzc claims the Ad

minisrater a so authorized and e agreements necotieted with

commercial underwriters for the routine examination of suet claims

and submission o he Claims Office In Ne York or recommerdations as

t settlement

Federal Shio Mort cape Insuranc

During the fiscal year ury 1 ldn hroufh une 30 192 three

applicaons in he tota1 amount of 6 000 sere submitted to the

Commission for comninents to insure preferred ship mortgages on new

vessels io be constructed under the orovisions of Title XI of the

Merchant Marine Act 1956 as amended Tac of said applications for

S400000 and LiG0000 respective y were approved during tie period

and commitments issued he third for S6S000 wan pending at the

end of the fisea year and suhreoun yarroved

The agrema e of commimens to Tnsuce and con racts o insur

ance issued from he enactment of Ti e MI nu une 60 19L2 amours
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to8190000 Of this amount eliminations to the extent of

2353000 resulted from the cancellation modification or lapsing of

three commitments including during the fiscal year the lapsing of

one commitment for2100000 when the vessel in connection with

which the commitment was issued was upon completion acquired by

the Navy in the interest of national defense A further commitment

in the amount of 400000 was modified by reduction of 1 when

exigencies of national defense required curtailment of the construc

tion contemplated when the commitment was issued

Paymens in reduction of outstanding insured mortgages have been

effected in the total amount of X208832including 9000040

during the fiscal year

As at June 30 1942 the Commissions outstanding contingent

liability with respect to commitments to insure and contracts of

insurance in force amounts tc56281i676 Of this amount a com

mitment of 212000 is in respect to vessels under construction the

balance of5416611676 is under definitive contracts of insurance

covering vessels in operation

Federal Shio Mortgage Insurance Fund Debentures

No Federal Ship Mortgage Insurance Fund debentures have been

issued nor has any default occurred under the insured mortgages

As at rune 30 1942 the maximum amount of debentures contin

gently issuable is represented by the net amount of 3562811676 of

commitments to insure and contracts of insurance outstanding Of

such amount531611676 represents the total of contingently is

suable debentures at the approved interest rate of 2 percent
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with exemption from all taxation except surtaxes estate inheritance

and gift taxes which may be imposed by the United States by any ter

ritory dependency or possession thereof or by any state county

municipality or local taxing authority 312000 represents the amount

of outstanding commitments to insure issued subsequent to February 28

1941 with respect to which under the Public Debt Act of 1541 de

bentures if required to be issued will be subject to Federal taxes

The rate of interest on such modified debentures has been tentatively

fixed at 2 34 percent subject n the approval of such rare by the

Secretary of the Treasury

FederaL Ship Mortgage Insurance Fund

The balance in the Federa Shio Mortgage Insurance Func as at

June 30 942 amounts to 535R03Lr0 an increase of724340 since

October t t94L when the lase report was made to the Congress Hoar

ever during the fiscal year July i t9A lo June 30 1942 the in

crease in the Fund amounted to 1506821 represented by the deposit

with the United States Treasury of collections made by the Commission

of 7950 fr charges authorized by Section 1J04 d of the Act and

711871 for premiums under Section 1104 c

LITIGATION AND CLAIMS

Investigation of all claims by and against the Commission is han

died by the Office of the Genera Counse Conduct cf the litigation

of all cases is handled by that office subject to supervision by the

Attorney General of the United States

During the fiscal year covered by this repdrr 8E cases of the

Maritime Commission involving714755723 were litigated and
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closed the total amount paid being 7641879 and the amount received

5237162

There were 164 cases involving 2991222263 on the docket on

July 1 1941 Added during the fiscal year were 56 cases involving

345626458 and there were 132 cases involving 2622092998 pend

ing on June 30 1942

Cases in litigation for other Government departments showed the

following status

On the docket July 1 1941 were 46 involving 86383346 added

during the year were 15 involving 78358211 There were 14 cases

involving 28933507 closed with 3555195 paid and159745 re

ceived in settlement On June 30 1942 there were 47 cases involving

3135308050 pending on the docket

Claims pending but not in litigation for the Maritime Commission

on July 1 1942 numbered 25 involving 2081316441 During the

year 68 were added involving 29295078 and 13 involving601799

were closed on which 37550 was paid and348445 was received

Eight cases amounting to47992746407 involving foreign governments

have been dropped from the report because they are to be handled

through diplomatic channels Claims pending on June 30 1942 to

taled 72 involving 3117264113

Claims affecting other Government departments but handled by the

CommissionsGeneral Counsel totaled 20 involving 2457635 on July

1 1941 Twelve amounting to 11001516 were added during the year

and five involving 310963616 were closed with payment of 750

Claims pending on June 30 1942 totaled 27 involving 32495535
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REGULATORY FUNCTIONS

The Commission during this fiscal year exerted a more intensive

and effective control of freight rates than that exerted laEt year in

order to prevent a recurrence of the spiraling of freight rates which

occurred in the last war As indicated by last years Annual Report

it was hoped that the desired result could be achieved by tte volun

tary action of the carriers While the great majority of conferences

and carriers showed a willingness to comply their efforts ere nulli

fied by the few who endeavored to take full advantage of the situation

It also developed that even those carriers which were trying to

be cooperative were handicapped and embarrassed by the activities of

owners who were chartering their ships to others and who were not

subject to any statutory control as to the level of the charter rates

Because of the interdependence between charter and berth rates it is

practically impossible to control the level of one without a control

of the level of the other To meet the situation the Congress passed

the Ship Warrants Act which became effective July 14 1941 This Act

not only gave a measure of control over charter rates but a13o

strengthened the Commissions control over berth rates The passage

of this Act and the adoption of the rules and regulations implement

ing the Act required a very wide extension of the tariff schedules

previously on file with the Commission and a more extensive analysis

and supervision of those schedules than had previously been required

The energies of the Sections of the Division of RegulatLon were

directed to carry out the policy of the Commission as above ndicated
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Formal Docket

Three major investigations were made during the course of the

year In Practices etc of San Francisco Bay Area Terminals 2

USMC 588 the Commission among other findings reaffirmed its

jurisdiction over State and municipally owned terminals reduced free

time periods and prescribed as a reasonable practice generally

higher rate levels as 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 The State of

California and other petitioners brought suit to enjoin the Commis

sions order in the District Court of the United States for the

Northern District of California Southern Division Cases No

22000 R 22002 L

In Alaskan Rates et al 2 USMC 558 the general investiga

tion of the rate structures including proposed increases of car

riers operating in the Alaskan trade was completed With few

eceptions the rates were found not unreasonable as a whole based

on the fair value test Special rates to large shippers and certain

unjustified 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

These cases were reopened 2 USMC 639 not only to bring the rec

ord down to date but to determine whether a surcharge of 45 percent

was needed to cover additional war costs of operation The basic

rate structures of Alaska Steamship Company and Northland Transporta

tion Company were found to be unreasonable special rates to large
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shippers were condemned the surcharge was found unreasonable to the

extent it exceeded 20 percent on rates to and from Southeastern

Alaska but not unreasonable on other traffic

Surcharges were determined by formai hearing in four other

trades See Surcharge Matson Navigation Co 2 USMC 622

Surcharge U S Haiti and Mexico Services 2 USMC 625 and

Surcharge Coastwise Bulk Coal hates unreported The surcharges

were fixed to reflect the extra cost of war risk insurance war risk

crew bonus and cost resulting from increased length of voyage The

carriers were required to present detailed evidence to support their

claim for surcharges Insofar as possible the basic peacetime rate

levels were preserved and the percentage increases showing actual

increased war costs may be adjusted as such costs rise or fall On

February 7 942 by order of the President the function of fixing

surcharges among others was transferred to the War Shipping Admin

istration

New and novel questions were presented in the following cases

In Schafer v Encinal Terminals 2 USMC 630 it was found

that respondents use of its terminal facilities in its railroad pool

car business was not prejudicial or discriminatory against other cargo

In Long Beach Lumber Co Inc v Consolidated Lumber Co 2 JSMC

611 the Commission held that complainant failed to sustain his alle

gation that defendant terminals employees refused to accord delivery

of lumber to complainant who was being picketed by labor uniois In

American Union Transport Inc v Italia Societa Anonima Di

Navigazione 2 USMC 553 the Commission decided that duties of
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defendant carrier under regulatory provisions of the Shipping Act

1916 were not owed to complainant a broker seeking reparation for

brokerage and injury to its reputation as a broker because of car

riers refusal to book shipments upon complainantsrequest

A terminal company was found to have violated Section 20 of the

Shipping Act 1916 in the San Francisco Bay Terminal case mentioned

above The company knowingly received without shippers consent

information concerning the billing of shipments which may have been

used to the detriment of such shippers

Schedules containing increased rates were susoended in four

cases in which formal hearing was had In Sugar Rates Puerto Rico

to Atlantic and Gulf Ports 2 USMC 620 and Terminal Rates at

Seattle 2 USN 660 the proposed increases were found not unlaw

ful Bu in Limber Rates Atlantic and Gulf Ports to Puerto Rico 2

USN The increases were found not justified without preju

dice to establishment of a roper surcharge Alaska Rates et al

supra

In Rates Cnarees and Practices of L A Garcia and Co 2

USMC o15 she respondent in not filing its rates was found to

have violated the rules prescribed in Section 19 Investigation 1935

1 USSBB 470 Also by brokerage payments to shippers and by

otherwise reducing freight rates respondent was found to have vie

lazed Sections 16 and 17 of The Shipping Act 1916 These violations

were certified to the Department of Justice for prosecution

One formal complaint was filed and 11 investigations instituted

upon the Commissions own motion in addition to the 8 cases pending
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on June 30 1941 Sixteen hearings were conducted and three proposed

reports were issued One oral argument was had Thirteen final re

ports were issued disposing of 17 cases A complete list of cases

decided together abstract of opinion is shown in Appeniix G

Four formal cases were pending on June 30 1942 Four petitions were

acted upon

Special Docket

Two cases were disposed of under the special docket

A comprehensive index digest was prepared for Volume 1 of the

regulatory decisions of the Commission and predecessor bodies This

book containing reports issued between November 14 1919 and Novem

ber 23 1938 will soon be ready for distribution by the Government

Printing Office

Special Investigations

Special investigations both in the field and by correspondence

were conducted in 10 cases Two of these involving speculaton in

steamship space and failure to file tariffs resulted in formal in

vestigations now pending One resulted in the conviction and assess

ment of a fine against defendant in Federal Court for false b411ing

in violation of Section 16 of the Shipping Act 1916 Seven special

investigations were instituted eight were closed and two are pending

Interstate Filings

The jurisdiction of the Commission with respect to carriers by

water engaged in interstate commerce is exercised for the most part

over those carriers which are engaged in transportation between the

continental ports of the United States and ports in the possessions

and Territories of the United States including Alaska and between
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ports in those Territories and possessions Carriers engaged in this

traffic are required by law to file their actual rates and are for

bidden to make changes therein on Less than 30 days notice unless

the Maritime Commission gives special permission for shorter notice

In view of the fact that after the entrance of the United States

into the war the ships engaged in this traffic were taken over and

run for the account of the United States numerous questions arose as

to the application of these filing requirements to circumstances The

Commission adopted the policy which was later also adopted by the War

Shipping Administration that the requirements of the law should be

met with the same care as though the carriers were private individuals

The agents for the War Shipping Administration therefore are con

tinuing their filings of rate schedules pursuant to the requirements

of the Act and the War Shipping Administration is concurring therein

During the period 491 tariff schedules containing the actual

rates charged were received for filing After examination one was

rejected for failure to comply with the notice requirements of the

law and 73 letters were written to carriers relating to errors in

the schedules 15c letters were written concerning tariff filings

and circulars executed by carriers covering their operations Under

authority granted by the Shipping Act 1916 and the Intercoastal

Shipping Act 1933 as amended 5i special permission applications

requesting the Commission to make changes in rates on less than statu

tory notice or to modify he tariff requirements were received 48

were granted and 3 were filed without action
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Seven rate adjustments proposed by common carriers were protested

by shippers or other interested parties The Commission suspended the

proposed changes in four of these cases in order to investigate the

lawfulness thereof The other three were filed without action because

of subsequent withdrawal of the protests

A total of 97 freight and passenger tariffs filed by 39 carriers

of their agents covering operations between ports in the United

Slates and its Territories and possessions remain under this juris

diction

The revision of the Commissions Tariff Circular No 1 cintain

ing rules and regulations governing the publication posting aid

filing of tariff schedules of water carriers operating between United

States ports and Territories and possessions is nearly compleeed

i7arSurcharges

Subsequent to December 7 1941 the Commission recognized that

the war was imposing unusual and exceptional expenses such as longer

routings delays hull war risk insurance insurances of crews and

Their effects and crews bonuses upon carriers and over which they

had no control These expenses would vary in amount according to the

particular trade involved It was felt that these expenses could

best be reflected in the form of surcharges represented by specific

percentages of the rates to be superimposed thereon rather than to

increase the basic rates as such This procedure would maintan

fairly steady basic rates whereas the surcharges could fluctuate to

meet changing situations caused by the war The surcharges whch

have been authorized are listed in Appendix G 1 to this report
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This surcharge procedure was also followed with respect to the

carriers serving United States possessions and Territories When the

ships engaged in these interstate trades however were taken over by

and operated for the account of the United States the War Shipping

Administration which had the jurisdiction over the operation of the

ships established uniform surcharges of 25 percent in all of these

offshore interstate trades except to Southeastern Alaska where the

surcharge was retained at 20 percent

Agreements Filed under Section 15 Shipping Act 1916

By Section 15 of the Shipping Act 1916 carriers participating

in agreements to control competition are exempted from the provisions

of the Anti trust Acts if their agreements have been approved by the

Commission This mechanism has proven to be most helpful during war

time conditions hen it has been necessary to exercise a full measure

of control over carriers by water particularly those engaged in for

eign commerce Since the conclusion of the last war many operators

as well as shippers have recognized the advantages derived from the

conference system and even though the exigencies of the war have

placed the area served by certain conferences under enemy control

these conferences have maintained their organizations in skeleton

form after eliminating the alien memberships The Commission has

utilized the conference organizations to study and report on specific

rate questions to analyze complaints and to publish and file tariff

schedules pursuant to orders of the Commission or the War Shipping

Administration The rate schedules built up as a result of rate

experience have furnished valuable data to be used in the Commissions
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determinations of proper maximum rate levels By reason of the close

association of the conferences with their individual members they

have provided a ready source of pertinent information with respect to

operating costs tonnage movements and practices and conditions pre

vailing in foreign ports all of which are pertinent to detemining

rates at a proper level

Upon the entrance of the United States into the war the Commis

sion acted promptly to effect the elimination of the nationals and

their agents or representatives of any country at war with the United

States from membership or participation in Section 15 agreements The

Commissions order dated December 11 1941 resulted in terminating

the participation of Axis carriers in 68 agreements and in tte can

cellation of 104 transshipment and other Section 15 agreements

During the fiscal year 254 agreements modifications and cancel

lations have been acted upon As of June 30 1942 565 effective

agreements were on file with the Commission including 125 conference

agreements 20 pooling agreements and 10 agreements covering terminal

rates and practices

Terminal Operators

Section 1 of the Shipping Act 1916 provides that the term

other persons subject to this ac means any person not inclided in

the term common carrier by water carrying on the business or for

warding or furnishing wharfage dock warehouse or other terminal

facilities in connection with a common carrier by water and such

other persons are subject to the filing requirements of Sec 15

of that act Since terminal operators are a necessary adjunct to
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overseas transportation the practices of on have their effect on

the practices of the other and he regulation of terminal operators

is necessary if carriers by water are to be regulated

Terminal operators have acquired a better understanding of the

regulatory provisions of the Shipping Act as a result of the Commis

sions formal investigations and reports in Docket 418 In the Matter

of Services etc of Carriers Engaged in the Eastbound Transportation

of Lumber 2 USMC 10 Docket 481 In the Matter of VTharfgg

Charges and Practices at Boston Mass 2 USMC 21 and Docket 555

Practices etc of San Francisco Bay Area Terminals 2 US MC 588

Docket 555 is discussd at ereater length eisewhre in this report

under the heading of Formal Docket These decisions have gone far

to outline the extent of the Commissions jurisdiction and its author

ity to regulate erainal chargs and practices

During the year a number of erminat operators entered into Sec

Lion 15 agreements for the otrLcse of eliminating destructive compe

tition and unfair practices These have benefited both carriers and

shippers by the stabilization of terminal rates and charges The

parties to such agreements have filed tariffs covering free time and

rates and charges for sorage anarfage dockage handling and re

lated services Durinr t period 368 terminal tariffs were received

for filing

Foreign Rates and Surcharges

Subsequent to the passage of the above mentioned Ship Warrants

Act and effective August it 194 the Commission prescribed a scale

of maximum charter rates for United States and foreign flag dry cargo
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vessels ranging from 450 per deadweight ton per month up 11x0 605

depending upon the size of the vessel This scale did notapply to

passenger liners car ferries sea trains refrigerator vessels

tankers or vessels under 2500 tons deadweight Owners and operators

of vessels were requested to adjust their berth rates and other

freighting arrangements to this charter scale plus additional reason

able allowances for such items as management overhead and prcfit and

loss risks

On August 22 1941 the Commission prescribed a scale of maximum

charter rates ranging from 450 per deadweight ton per month to

650 on tankers of varying sizes

On September 24 1941 the Commission issued a further order fix

ing maximum charter rates for dry cargo vessels under 2500 tons

On January 20 1942 the Commission reduced the level of the

above named charter rates for both dry cargo vessels and tankers

Simultaneously it ordered an adjustment of all freight rates to the

level in effect in the respective freight areas on September 1 1940

unless some specific freight rate had been authorized since teat date

by the Commission or other public rate regulatory authority The

Commission at the same time advised that it would authorize the appli

cation of surcharges based upon percentages of the September 1940

rates if and to the extent the steamship lines were able to show that

these surcharges were necessary to cover increases since September 1

1940 in war risk insurance items crew bonuses voyage times and

other operating expenses not assumed by an owner under time charter
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Rate adjustments under the foregoing directives were handled by

the Commission until the War Shipping Administration was established

by Executive Order dated February 7 1942 A statement of the various

actions taken by the Commission with respect to maximum freight rates

and surcharges pursuant to these directives is appended as Appendix

G 1

The Maritime Commission in the exercise of its regulatory func

tions under the Shipping Acts has acquired an extensive file of rate

schedules covering a period of any years To assist the War Shipping

Administration as well as to avoid a break in these continuing rate

files arrangements have been worked out with the War Shipping Admin

istration whereby the Maritime Commission will continue to be the

official repository of all rate schedules including those required

to be filed pursuant to the Shin Warrants system In many instances

the necessit of making separate filings with both the War Shipping

Administration and the Maritime Commission has thus been avoided

Under this arrangement the Commission reviews ship warrant applica

tions and obtains from the carrier applicants rate schedules con

forming to the War Shipping Administrationsmaximum rate limitations

If these schedules do not conform to all reouirenents the matter is

taken up with the carriers and revisions of schedules are obtained

the War Shipping Administration is notified of the results so that

ship warrants may be withdrawn or withheld if necessary

The analysis of freight tariffs and traffic practices in connec

tion therewith has continued and has led to the correction and adjust

ment of a number of individual rate matters in the public interest



51

Substantial assistance has also been given the Board of Economic

Warfare War Production Board and other war agencies in varioas rate

matters and steadily increasing use has been made of the facilities

of the Commission in the dissemination of rate data and information

to other agencies of the Government

During the year the following rate filings were made

Schedules of freight rates filed pursuant
to order in Docket No 12C 4450

Schedules of freight rates filed pursuant
to order in Docket No 507 33

Other schedules of freight rates filed 1 543

Total 6026

TRANSFER OF VESSEL REGISTRY AND SALES TO ALIENS

During the period covered by this report two factors affected

materially the sale of American owned vessels and their transfer to

foreign registry The repeal of the Neutrality Act obviated the

necessity for many such transfers and the involvement of the United

States in war in December brought the entire American merchant marine

into United Nations war service without the necessity of thane of

registry

The American laid up fleet had been disposed of prior to this

period so that the only vessels available for transfer to aliens

would have to be withdrawn from essential domestic service This

was deemed inexpedient by the Commission under the circumstances

with the result that few transfers were made after December
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The tabulations appended herewith cover in detail all phases of

the transactions which require the approval of the Commission under

Section 9 of the Shipping Act of 1916 and Section 37 of the same Act

during the emergency declared to exist by the President in his procla

mation of May 27 1941

Type number gross tonnage average age of vessels approved by the
Maritime Commission for transfer to alien ownership andor registry
and flag under Sections 9 and 37 of the Shipping Act 1916 as
amended July 1 1941 through June 30 1942

Gross Average
No Tonnage Age years

1 Sailing Vessels Schooners 8 6545 487

2 Tugs and Barges 42 13680 162

3 Pleasure Vessels Yachts etc 29 246 192

a Motorboats Undocumented of less
than 5 net tons 134 643 46

4 Tankers 16 84840 206

5 Commercial Vessels under 1000 gross
tons fishing vessels motorboats etc 17 L331 230

6 Commercial Vessels over 1000 gross
tons cargo combination cargo
passenger
a Subsidized Proceeds reserved
b Non Subsidized for new constr
c NonSubsidized 31 155692 266

d USMC Vessels
Total 277 256177 139

Pedocumented under U S Laws 2 7319

Sale andor Transfer not consummated 6 21093

Commercial Vessels over 1000 gross
tons Subject to requisition under
Section 902 NM Act 1936 16 75702

Mortgage to Alien ORBIS ex SAVANNAH 520C gross tons Mortgagor
Orbis Steamship Corporation New York N Y Mortgagee Woburn

Trading Corporation alien controlled domestic corporation New York
N Y



Nationality number and tonnage of vessels approved by the Maritime
Commission for transfer to alien ownership andor registry and flag
pursuant to Sections 9 and 37 of the Shipping Act 1916 as amended
July 1 1941 through June 30 1942

Argentine
Bahamaian

Brazilian

British

Canadian

Chilean

Costa Rican

Cuban

Dominican

Ecuadoran

French

Haitian

Honduran

Irish

Mexican

Newfoundland

Panamaian

Peruvian

Philippine
Salvadoran

Spanish
Swiss

Venezuelan

Sale Alien Only

Mortgage to an Alien

Additional approva
Act 1916 as amen
for alien account

1941 through June

Commercial Vessels over

1000 Gross Tons
Total

Commercial Vessels under

1000 Gross Tons

Total

GRAND TOTAL

56

Number of Vessels

2

1

7

13
27

4
1

11

1

8

2

1

9

2

30
7

36
10

1

1

2

1

4
181

96
277

Total Gross Tonnage
1795

51
35

2966
14559

278

58

1523
80

02

17
27

12656
11
2105
12797
132485
1836
2294

5
145

74
399

213596
42531
256177

1 5230

is granted pursuant to Section 37 of the Shipping
ded for delivery by builders of vessels constructed
and departures from a United States port Jzly 1
30 1942

NationaLity
Gross alien ourahaser

No Tonnage andor contractor

43 300300 British

43 300300

9 179
3 29
1 5

12 276
2 10

1 5
28 504
71 300804

Boliviai
British
Ecuadoran
Netherlands
Newfoundland

VenezueLan
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During the fiscal year ended June 30 1942 there were 204 ap

provals by the Maritime Commission of the surrender of marine docu

ments pursuant to section 30 subsection 0 a Merchant Marine Act

1920 During this same fiscal year 11 certificates were issued by

the Commission granting approvals required by section 30 subsection

B4 Merchant Marine Act 1920 These are largely routine proceedings

intended for the preservation of an accurate record of each documented

vessel

GOVERNMENT OWNED VESSELS

The War Shipping Administration under the authority of section

902 of the Merchant Marine Act 1936 as amended which was trans

ferred to it from the Maritime Commission by Executive Order has

requisitioned either for use or title virtually all ships under

American flag or ownership These vessels are operated in most cases

by their former owner in the status of an agent of the Government

The new vessels constructed by the Maritime Commission are likewise

transferred to the War Shipping Administration for operation during

the war Under present conditions therefore virtually all of the

vessels of the American merchant marine engaged in overseas transpor

tation are under the control if not the ownership of the United

States Government The disposition of these vessels cannot be re

ported at this time due to obvious military restrictions

Reserve Fleet

During the period under review the last 20 vessels in the Re

serve Fleet were withdrawn from layup repaired and placed in service

by the Maritime Commission The laidup fleet surviving from the
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First World War is therefore now closed out but a skeleton force

is retained at one site Lee Hall Virginia for the purpose of per

forming maintenance on the floating equipment and pier and a hatch

service over equipment and material which will be kept in condition

for immediate availability

Foreign Flag Acquisitions

Subsequent to the outbreak of the war in Europe in September

1939 and after the invasion of Scandinavia and the Low Countries in

1940 a considerable number of foreign flag vessels were immobilized

in ports of the United States and its territories and possessions A

total of 105 of these vessels have been taken over under Public Law

101 up to June 30 1942 The nationality and size of these vessels

are shown in the following table

Foreign Vessels Requisitioned by the United States
up to June 30 1942 under Public Law 101

Nationality Number Gross Tons Deadweight Tons

Danish 40 142641 232783
French 10 139117 76888
Italian 28 168744 231237
Finnish 17 55213 80387
German 3 14096 22182
Estonian 2 3837 5920
Rumanian 1 3495 5000
Dutch 1 3492 5292
Lithuanian 1 1255 1700
Swedish 1 20067 9340
Greek 1 303 5250

Total 105 554991 675979

Maintenance and Repair

All of the foreign flag vessels taken over by the Commission

under Public Law 101 required to a greater or less degree the per

formance of necessary repair work before being placed in operation
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The most extensive repairs were undertaken on the 31 Italian and

German cargo and passenger vessels which were sabotaged prior to being

taken over by the Government Some idea of the magnitude of this work

can be obtained from the cost of the program which averaged approxi

mately 300000 per ship

The repairs necessary to place in operation the remaining foreign

flag vessels consisted mainly of drydocking maintenance and classifi

cation of repairs and arming and degaussing This was accomplished at

an approximate average cost of 100000 per ship

A further indication of the high cost of repairing vessels in

time of war is furnished by the figures on the remaining 20 vessels

in the Reserve Fleet placed in operation during the year Under

ordinary circumstances these vessels would have remained inactive

The unrelenting pressure for ship bottoms made it imperative to place

in operation every vessel capable of serving the transportation needs

of the war These 20 vessels were repaired and commissioned at a cost

of approximately 150000 per vessel

During the entire year ending June 30 1942 over 5000 vessels

entered yards of the country for repair or conversion work This is

approximately equal to the entire tonnage of the prewar world and in

cludes only those ships both foreign and American in excess of 1000

gross tons The average time of each repair job was 17 days

Under the provisions of the LendLease Act the repairing arming

degaussing conversion and installation of convoy operating measures

were authorized and completed on 1250 vessels Included in this

program were the reconditioning and conversion of a number of former
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passenger vessels into troop ships With the entrance of the United

States into the war the problem of protecting our merchant ships for

operation on the high seas became of vital importance This program

was undertaken immediately and continued throughout the course of the

year By June 30 1942 approximately 1300 ships had been armed and

degaussed The total expenditures for repair reconditioning con

version arming and degaussing of the above vessels was approximately

185000000

TERMINALS

Results of operation of the terminal properties for the year

ending June 30 1942 are set forth in Appendix J to this report

Gross revenue derived from the Commissions terminal propertes for

the year ending June 30 1942 decreased 9 percent under the similar

period for 1941 At the same time expenses decreased 18 percent and

net revenue decreased 2 percent The decrease of gross revenue and

net revenue was due primarily to the return of the Boston Terminal to

the War Department on March 1 1942 and the allocation of a portion

of the Norfolk Terminal to the Navy Department in May of 194 It

will be noted that these two terminals had a considerable decrease

of gross revenue and net revenue while the Hoboken and Philacelphia

Terminals show an increase in revenues

By General Order No 7 Supplement No 1 of the War Shipping

Administration dated July 28 1942 issued pursuant to Execttive

Order No 9054 dated February 7 1942 establishing the War Shipping

Administration the following properties were transferred frcm the
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United States Maritime Commission to the War Shipping Administration

a the property located in Hoboken New Jersey and commonly known

as the Hoboken Terminal 2 the property located in Norfolk Virginia

and commonly known as the Norfolk Army Base Terminal and c the

property located in Philadelphia Pennsylvania and commonly known as

the Philadelphia Army Base Terminal

Boston Terminal On January 30 1942 the Secretary of War

notified the Maritime Commission that the revocable Permit granted

by the Secretary of War to the United States Shipping Board predeces

sor of the United States Maritime Commission on May 2 1921 for use

and occupancy of certain portions of the Army Supply Base at Boston

Massachusetts was revoked and requested the return of the premises

not later than March 1 1942 Pursuant to this action of the Secretary

of War the Maritime Commission terminated the leases with the Boston

Tidewater Terminal Inc covering the operation of the Terminal and

with Demetrios Christodoulelis covering the operation of the restau

rant building effective as of midnight February 28 1942 and re

turned the premises to the War Department on March 1 1942

Hoboken Terminal The Commission continued the direct operation

of this Terminal during the past year The only major change in its

tenants was the termination of the lease with Campbell Stores effec

tive April 13 1942 covering the occupancy of approximately 55000

square feet of space in the upper level of the headhouse between

Piers 1 and 3 and use as a bonded storage and storage warehouse

The termination of this lease was made for the purpose of elimdnating
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all storage in transit sheds and in order to keep the terminal liquid

for the movement of cargo to and from ships

Philadelphia Terminal There has been no major change iI the

operation of this Terminal during the past year The piers have been

used extensively for the movement of LendLease and other cargo in the

war effort

Norfolk Terminal On June 16 1942 the Maritime Commission gave

up operation of the Norfolk Terminal and issued Permits to boh the

Army and Navy for its joint use in the war effort These Permits gave

the Navy the right to occupy all the land bounded by Hampton Boulevard

Main Street and North Street and gave the Army the right to occupy the

balance of the Terminal with certain autonomous rights to the Navy for

occupancy of all the property north of Warehouse 5 including Pier 2

and Warehouses 6 7 S r9 and 10 the Permit for which wLs pre

viously granted by the Maritime Commission on December 16 19L1

Pursuant to the transfer of the Terminal to the Anuy and Navy

the Maritime Commission terminated effective midnight June 15 1942

its lease and modifications thereof with Transport Trading ard Ter

minal Corporation covering the operation of the premises
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SUMMARY OF INCOME AND EXPENSES AND CHARGES

APPLICABLE TO THE PERIOD JULY 1 1941 TO JUNE 30 1942

Construction Fund 6910200
Income

Charter hire net 417162873
Real estate and terminal revenues net 45084500
Interest earned 196710379
Excess profits on construction contracts and

subcontracts 427280683
Miscellaneous 5820296

Total income 10920587431

Expenses and Charges
Operations of vessels including Spot vessels

expense and repairs net 1126005101
Laidup fleet expense net 3188278
Expenses of United States Maritime Service and

cadet training 913029970
Construction differential subsidies 5848788128
Operating differential subsidies 406932937
Depreciation and revaluation of vessels net 370062227
Expenses of requisitioned and seized foreign

vessels 550782667
Miscellaneous charges 356068585
Defense features exa uses 955343436
General administrative expenses

Salaries and wages 446479550
Fees and expenses for outside services 14160426
Traveling expense and transportation 26175471
Rent heat light and power 3865917
Communication expenses 18546002
Office supplies stationery and printing 43265943
Miscellaneous 21948254
Maintenance of office equipment 379219
Equipment 89580000

Total expenses and charges

UNITED STATES MARITIME MISSION

APPENDIX A1

Excess of expenses and charges over revenue
applicable to the period July 1 1941 to
June 30 1942

664400782

11194602111

10102543380
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Purchaser

Completed
Alcoa SS Co Inc
American Export Line Inc

SHIPBUILDING PROGRAM SALE OF SHIPS

LONG RANGE PROGRAM

FISCAL YEAR 1942

American Mail Line Ltd
American President Lines Ltd
Bull SS Co A H
Grace Line Inc
Kaymar Tankers Inc
Lykes Bros SS Co Inc

Moore McCormack Lines Inc
New York Cuba Mail SS Co

Pacific Atlantic SS Co
Seas Shipping Co Inc
Socony Vacuum Oil Co
Standard Oil Co of New Jersey
U S Lines Co

APPENDIX E

Waterman SS Co Inc

Total Sales of Ships Completed

Under Construction

Alcoa SS Co Inc
American Export Line Inc
American South African Line

Barber Asphalt Co
Grace Line Inc
Lykes Bros SS Co Inc

Mississippi Shipping Co Inc
Moore McCormack Lines Inc

Socony Vacuum Oil Co
Standard Oil Co of New Jersey
U S Lines Co

Waterman SS Co Inc

147159

Type Noof

of Ship Ships

01 Cargo 5
C3 1

Special Cargo
C2 Cargo
C3 Pass
C1 Cargo
C2

Tanker

01 Cargo 3
C2 1 4
C1

01

C1

C2

Tanker
11

01 Cargo
02

C2

C1 Cargo
Special Cargo
C2 Cargo
Tanker

C2 Cargo
01

C2

C2

01
C2

Tanker
tl

C2 Cargo
C2

Total Sales of Ships Under Construction

5

2

2

1
1

3
2 5

1

4
8

3
6
6 12

2

5
3
J

Sales Price

599991946

762194266
2 317739074
1 251660883
1 251619400
2 331178297
1 300000000

488388974
1 118383050
250583948
496384300
468892058
300000000
300000000

688244986
320000000

37 6245261182

6 804885600
6 1131600000
3 482814600
1 312200000
5 804691000

1172080400
483447500

1758120600
624400000
1561000000
464835500
1600000000

11200075200

Total Sales of Ships Completed and Under
Construction 96 1744533638

Does not include transfers to other Government Agencies





APPENDIX F

VESSELS OVER 20 YEARS OF AGE ON WHICH AN OPERATING DIFFERENTIA

SUBSIDY HAS BEEN PAID DURING THE PERIOD FROM JULY 1 1941 TO JUNE 30 1942

Total

Date 20 Years No of

Name of Contractor Vessel of Age Vessels

American Export Lines Inc Exminster May 16 1939 1

Capillo April 29 1940
Coldbrook Nov 29 1939

American Mail Line Ltd Collingsworth Mar 26 1940 6

Crown City Dec 24 1939
Satartia June 3 1939
West Cusetta Jan 18 1941

Pres Cleveland Jan 31 1941
Pres Garfield July 5 1901
Pres Grant April 22 1941

American President Lines Ltd Pres Harrison Jan 6 1941 7

Pres Pierce Jan 27 1941
Pres Taylor Mar 6 1941
Pres Tyler Dec 6 1940

Challenger Oct 3 1938
American South African Line Inc Chas H Cramp Nov 1 1940 4

Henry Grove Feb 16 1941
Sagadahoc July 9 1938

American Press Feb 27 1940
Cardonia June 30 1940
Chester Valley Dec 30 1939
Cripple Creek Oct 20 1939
Genevieve Lykes Sept 14 1939
Hybert Sept 26 1940
Liberator June 28 1938

Lykes Bros Steamship Co Inc Margaret Lykes Feb 12 1940 15
Eieanticut Mar 25 1941
Ruth Lykes Nov 10 1939
Scottsburg Nov 28 1939
Tillie Lykes April 29 1940
Velma Lykes May 7 1940
Volunteer Aug 22 1938
Winston Salem April 25 1940



APPENDIX F COiNTINUED

Total

Date 20 Years No of

Name of Contractor Vessel of Age Vessels

Delmar Oct 1 1940
Dlando Dec 1 1939
Delnorte May 30 1939

Mississippi Shipping Co Inc Delplata Aug 16 1940 7
Delrio Aug 22 1939
Delsud July 29 1939
Delvalle Nov 17 1939

Collamer Feb 21 1940
City of Flint Feb 28 1940
Mormacmar Oct 28 1940

Moore McCormack Lines In Mormacrey Sept 19 1939 6

Mormacrio Oct 10 1939
Mormacsul March 19 1940

Agwistar Feb 14 1939
New York Cuba Mail SS Co Panuco Jan 18 1937 2

Algic Aug 25 1940
Greylock Aug 28 1941
Pipestone County July 18 1939

Seas Shipping Co Robin Adair Jan 9 1940 7

Robin Goodfellow Feb 9 1940
Robin Gray Jan 22 1940
West Imboden March 14 1939

Artigas April 30 1940
Capulin June 30 1940
City of Dalhart Feb 23 1941
City of Elwood March 18 1941
Cold Harbor Feb 9 1940
Jeff Davis April 22 1941
Lehigh July 29 1939

United States Lines Co McKeesport April 11 1939 15
Potter Dec 20 1940
Quaker City Feb 3 1940
Tampa Feb 3 1940
Vincent Sept 18 1939
West Honaker Dec 22 1940
Wichita Jan 31 1941
Yomachichi Oct 16 1939

Total 70



APPENDIX G

ABSTRACT OF FORMAL DECISIONS ENTERED JULY 1 1941 TO JUNE 30 1942

American Union Transport Inc v Xtalian Line 2USMC 553 Com
plainant is a broker seeking reparation for brokerage and for alleged in
jury to its reputation as a broker because of defendant carriers refusal
to book shipments upon its requests Duties of defendant carrier under
regulatory provisions of Shipping Act 1916 not owed to complainant broker
as such Complaint dismissed

Alaskan Rates 2 USMC 558 The report also embraces No 572
Alaska Rate Investigation No 2 Rate base and fair rate of return for
respondents Alaska Steamship Company Northland Transportation Company
Alaska Transportation Company and Santa Ana Steamship Company and net
income under proposed rates determined Proposed rates found not to yield
fair return as to certain respondents and not an excessive return as to
others Respondents rate structures as a whole not shown to be unreason
able Increases in rates on commodities transported prior to June 1940
at freight nos rates to the extent they exceed increases published in
suspended schedules under item freight nos found not justified and
unlawful Special rates to large shippers based on volume found unduly
prejudicial and preferential Complaint alleging prejudice to Tacoma and
preference to Seattle not sustained Services of certain respondents to
socalled irregular ports for which no tariffs are filed found subject to
Commissions jurisdiction and respondents required to file tariffs Pro
visions of bills of lading etc affecting rates and services not effec
tive unless incorporated in tariff Respondent Alaska Steamship Company
should cancel joint rail and water rates maintained with Alaska Railroad
and in lieu thereof publish and file with the Commission water proportional
rates Common carrier status of certain respondents and carriers deter
mined Appropriate order entered

Practices Etc of San Francisco Bay Area Terminals 2USMC 588
Respondents including State and municipal terminals are other personal
as defined in Shipping Act 1916 as amended Certain respondents are
operating under agreements or working arrangements within the purview of
section 15 of said act without approval of the Commission Practice of
Encinal Terminals of collecting service charges from steamship lines on
freight discharged at other terminals unauthorized by its tariff and un
reasonable in violation of section 17 of said act Encinal Terminals
knowingly received information in violation of section 20 of said act
Practice of State and municipal terminals of making tariff changes with
out adequate notice unreasonable Changes should not be madeexcept upon
30 days notice unless good cause exists for shorter period Respondents
rules regulations and practices regarding free time unduly prejudicial and
preferential and unreasonable in violation of sections 16 and 17 respec
tively of said act Reasonable regulation prescribed Respondents rates
rules regulations and practices relating to wharf demurrage and wharf
storage unduly prejudicial and preferential and unreasonable in violation
of sections 16 and 17 respectively of said act Reasonable regulation
prescribed Respondents should file their tariffs with the Commission in
order that regulations prescribed may be enforced Appropriate order
entered

Long Beach Lumber Co Inc v Consolidated Lumber Co 2 USMC 611
Defendant a wharf operator found not to have refused delivery of lumber
to complainant on January 6 1941 Complaint dismissed
147159



APPENDIX G CONTD

Rates Charges and Practices of L A Garcia and Co 2 USwLC
615 By brokerage payments to shippers and by otherwise reducing fright
charges respondent allowed persons to obtain transportation for property
at less than the regular rates by unjust and unfair means and unduly pre
ferred certain shippers and unduly prejudiced and discriminated against
other persons shipping under similar circumstances in violation of sections
16 and 17 of the Shipping Act 1916 as amended In not filing with the
Commission as required rites charges rules and regulations for and
connection with the transportation of property from the port of New York to
Havana Cuba respondent knowingly and willfully violated the rules and
regulations of the Commission prescribed in Section 19 Investigation 935
1 USSBB 470

Sugar Rates Puerto Rico to Atlantic and Gulf Ports 2USMC 620
Proposed increased rates on sugar from Puerto Rico to Atlantic and Gulf
ports not shown unlawful Order of suspension vacated and proceeding dis
continued

Surcharge Matson Navi ation Company 2USHC 622 Surcharge of
35 percent on Pacific CoastHawaiian freight rates found justified

Surcharee USHaiti and Mexico Services 2 USRC 625 Sur
charge of 22 percent on freight rates for transportation between Ports in
the United States and ports in Haiti and East Coast of Mexico not exces
sive

G C Schaefer v Sncinal Terminals 2 USMC 630 Respondents
use of its terminal facilities in its railroad pool car business and its
practices in connection therewith found not to be in violation of sections
16 and 17 of the Shipping Act 1916 Complaint dismissed

Lumber Rates Atlantic and Gulf Ports to Puerto Rico 2 USIC 636
Proposed rates on lumber from United States ports on the Atlantic and Gulf
of Mexico to Puerto Rico found not justified Suspended schedules ordered
canceled adthout prejudice to the establishment of a surcharge based upon
actual costs incurred as the result of wartime operation

Alaskan Rates 2 USlC 639 This report also embraces No 572
Alaska Rate Investigation No 2 and No 611 Surcharge Alaska Trade
On further hearing rate base and fair rate of return for respondents
Alaska Steamship Company Northland Transportation Company and Alaska
Transportation Company determined Basic rate structures of Alaska Steam
ship Company and Northland Transportation Company found unreasonable Sur
charges on adjusted rates determined Special rates to Navy Department and
Siems Drake Puget Sound Company found unduly prejudicial and an unreason
able practice Appropriate order entered

Terminal Rates and Charges at Seattle of Alaska SS Co 2USM
660 Proposed increased terminal rates and charges at Seattle lash of
Alaska Steamship Company not shown unlawful Order of suspension vacated
and proceeding discontinued
147159
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VESSEL

SS ARGENTINA

APPENDIX H

CLAIMS ARBITRATED OR SETTLED UNDER SUITS IN ADMIRALTY ACT

FROM OCTOBER 16 1941 TO JUNE 30 1942

CLAIMANT OR

RESPONDENT

PERSONAL INJURY

METHOD

AMOUNT AMOUNT

PAID RECEIVED

Robert S Hulsart Settled 225 Seaman died be
fore payment dropped
for inability to secure
administrator of estate

SS BRAZIL Gustav Olander Settled 500

SS COLORADO John A Gallagher Settled 75
3

SS JOHN ERICCSON Walter Ratka Settled 75

SS LOANTAKA Henri Bjerregaard Settled 120

SS LOANTAKA Joao De A Correia Settled Amt Unknown

SS LOANTAKA GST Ljungaren Settled 75

SS MANHATTAN Alexander Roverud Settled 200

ORIZABA Michael J McDevitt Settled 750

Mary E McDevitt
U S Lines

SS PAN AFRICAN John Manuel Settled Amt Unknown

SS WEST POINT Edward J Byrne 1750

SS WEST POINT Solomon Schiessel 300

SS WEST POINT Alfred G Borley 650



APPENDIX H CONTD 2

CLAIMS ARBITRATED OR SETTLED UNDER SUITS IN ADMIRALTY ACT

FROM OCTOBER 16 1941 TO JUNE 30 1942

MISCELLANEOUS

CLAIMANT OR AMOUNT AMOUNT
VESSEL RESPONDENT NATURE METHOD PAID RECEIVED

SS INDEPENDENCE HALL USMC Stevedore damage Settled 232049
STIM

Stevedrres

PINK STAR Charles Albert Loss nf Personal Settled 6250
Parkinson Effects in sink

ing of vessel



VESSEL

SS ALGIC

SS ARTIGAS

SS ARTIGAS

SS CAPILLO

SS CAPILLO

SS CAPILLO

M3 CITY OF DALHART

SS COLLINGSWORTH

SS INDEPENDENCE HALL

SS LEHIGH

SS LEHIGH

SS LIBERTY

SS LIGHTNING

MS MOKOTAM

MORMACSUL

SS QUAKER CITY

SS TAMPA

MV WARD

WEST CALUMB

CLAIMANT

APPENDIX H CONTD 3

CLAIMS ARBITRATED OR SETTLED UNDER SUITS IN ADMIRALTY ACT

FROM OCTOBER 16 1941 TO JUNE 30 1942

CASES COVERED BY OUTSIDE PROTECTIVE AND INDEMNITY INSURANCE

Anthony Olszewski

Robert McElroy
Louise McElroy

Loewengart Co

Chas H Anderson

Benjamin Lipp

James E Whitehead

Bank of China

Thomas Burke

John Duffy

Frank Johnson

Warren S Savage

Ruckert Terminal

Corp

Walter E Nolon

Edward Ginley

Ford Motor Co

Export Inc

Wm S Lobue

Robert Kennedy

Fred L Zimmerman

Simon Scahis

NATURE

Personal Injury

Cargo Damage

Cargo Damage

Personal

Personal

Personal

Injury

Injury

Injury

Breach of Con

tract

Personal Injury

Personal Injury

Personal Injury

Personal Injury

Suit to recover

for compensation
paid for personal
injury to Dick J
Miles

Personal Injury

Personal Injury

Cargo Damage

Personal

Personal

Personal

Personal

Injury

Injury

Injury

Injury

METHOD

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

Settled

AMOUNT

PAID

Unknown

Unknown

700

Unknown

Unknown

Unknown

Unknown

Nothing

Unknown

Unknown

4000

5000

12500

Unknown

Unknown

Unknown

Nothing

Unknown



APPENDIX H CONTD 4

CLAIMS ARBITRATED OR SETTLED UNDER SUITS IN ADMIRALTY ACT

FROM OCTOBER 16 1941 TO JUNE 30 1942

CASES COVERED BY OUTSIDE PROTECTIVE AND INDEMNITY INSURANCE

AMOUNT

VESSEL CLAIMANT NATURE METHOD PAID

SS WEST HONAKU Andrew McMurray Personal Injury Settled 20250

SS WEST KEENE Wm Modestowicz Personal Injury Settled Unknown

SS WINONA COUNTY Peter Ruda Personal Injury Settled Unknown

YOMACHICHI John A Salick Personal Injury Settled Unknown
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