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FISCAL YEAR ACTIVITIES
Introduction

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

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

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

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



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

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

The Federal Maritime Board and the Maritime Administration, in
addition to administering the foregoing programs, continued to de-
vote undiminished efforts, through its staff of approximately 2,900
employees in 28 installations, to other programs and activities which
include the operation of Government-owned ships under charter and
general agency agreement; conduct of regulatory activities; mainte-
nance of the national defense reserve fleets; operation of warehouses;
the custody and maintenance of reserve shipyards and other facilities;
administration of the provisions of Public Law 664, 83d Congress
(sec. 9.01(f) of the 1936 Act), relating to 50-percent participation by
American-flag operators in the movement of Government cargoes;
furnishing of advisory services to the Export-Import Bank on ship-
ping arrangements of exports financed under the Bank’s loan credits
pursuant to the provisions of Public Resolution 17, 78d Congress; in-
vestigation of discriminatory practices of foreign governments
against American-flag shipping ; and administration of the U.S. Mer-
chant Marine Academy and the program for Federal aid to State
maritime schools.

Aid to Shipping

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

Construction-differential subsidy

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

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

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

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

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

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

The Federal Maritime Board, in addition to the foregoing, author-
ized a construction-differential subsidy to American Export Lines,
Inc., for reconstruction of the SS Atlantic, a passenger ship pur-
chased from American Banner Lines, Inc. The domestic fixed price
was $1,871,687, and the construction-differential subsidy allowance
was 3315 percent, subject to later adjustment. The construction
contract was awarded to Sun Shipbuilding and Dry Dock Co.,
Chester, Pa.

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

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

Federal ship mortgage and loan insurance

The Maritime Administration during the fiscal year 1960 executed
contracts of insurance for construction loans aggregating $87,935,808,
and mortgage commitments or loans totaling $155,159,400, made by
banks and other lending agencies, covering the construction or recon-
struction of 19 ships having a total estimated construction cost of
$188,893,773, as follows: (a) Rye Marine Corp., a mortgage loan of
$10,511,000 for construction of a tanker; (b) Newport Tankers Corp.,
a mortgage loan of $10,792,900 for construction of a tanker; (c)
Containerships, Inc., construction loans of $4,477,500 and mortgage
commitments of $6,684,900 for two containerships; (d) American
President Lines, Ltd., construction loans of $14,400,000 and mortgage
commitments of $14,400,000 for two Mariner type cargo vessels; (e)
J. M. Carras, Inc., a construction loan of $6,558,308 and a mortgage
commitment of $11,500,000 for a tanker; (f) Pacific Far East Line,
Inc., construction loans of $12 million and mortgage commitments
of $12 million for two Mariner type cargo vessels; (g) The Cabins
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Tanker, Inc., a mortgage loan of $2,250,000 for reconstruction of a
jumboized tanker; (h) Albatross Tanker Corp., a mortgage loan of
$8,903,600 for construction of a tanker; (i) Penn Tanker Corp., a
mortgage loan of $9,117,000 for construction of a tanker; (j) States
Steamship Co., construction loans of $20,200,000 and mortgage com-
mitments of $20,200,000 for construction of four cargo vessels; (k)
1671 Corp., a construction loan of $7,500,000 and a mortgage commit-
ment of $12 million for the construction of a tanker; (1) 1672 Corp.,
a construction loan of $7,500,000 and a mortgage commitment of $12
million for the construction of a tanker; and (m) 1681 Corp., a con-
struction loan of $15,300,000 and a mortgage commitment of $24,800,-
000 for the construction of a tanker. In addition, a mortgage loan
was executed with Moore-McCormack Lines, Inc., in the amount of $10
million on an existing vessel (SS Argentina) to aid in financing the
construction of seven cargo vessels.

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

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

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

As of June 30, 1960, balances in 10 construction reserve funds totaled
$18,758,878 compared with $14,087,734 as of June 30, 1959, in 9
construction reserve funds. Four additional funds were established
during the fiscal year 1960, and deposits were made therein. Two
funds were closed by withdrawal and one by transfer into another
fund. Deposits in the construction reserve funds amounted to
$2,072,421.38, and withdrawals totaled $2,351,277.74.

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

Operating-differential subsidy

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

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

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

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

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

Aid involving vessels over 20 years of age

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

Trade routes

The essentiality and U.S. flag service requirements of six U.S.
foreign trade routes were studied, and limited reviews were also
made of the service requirements of several other essential routes.
These reviews, made in accordance with section 211 (a) and (b) of
the Merchant Marine Act, 1936, resulted in a reaffirmation of essen-
tiality on five routes; the sixth route studied was found to be not es-
sential. At the end of the fiscal year there were a total of 33 trade
routes and 3 services described as essential to the foreign commerce
of the United States.

Ship Operations and Repair

Oceangoing traffic

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

The Maritime Administration continued to maintain liaison with
other U.S. Government agencies in order to assure compliance with
the requirements of the Cargo Preference Act, Public Law 664, 83d
Congress. In the administration of Public Resolution 17, 78d Con-
gress, the Maritime Administration continued to advise the Export-
Import Bank on shipping arrangements of exports financed under
the Bank’s loan credits. A number of waivers of the exclusive U.S.-
flag requirement were authorized, as provided by the law, permitting
foreign-flag vessel participation in cargo movements generated by
Export-Import Bank loans.

Charters and general agency operations

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

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

Ship custody

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

Hudson River_ . ______ 179  Beaumont - 218
James River . _______ 337  Suisun Bay 356
Wilmington - cceeeeemeee 245  Astorid.. - oooomem 209
Mobile 289 Olympig - 167

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

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

At the end of the 1960 fiscal year 102 ships, loaded with grain for
the account of the Commodity Credit Corporation, Department of
Agriculture, were moored in 8 of the reserve fleets. This amounted
to a net decrease of 78 grain-laden ships. Since the inception of
the program the reserve fleets have been utilized for the storage of
approximately 136 million bushels of grain.

Ship repair

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

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

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

Under this contract the Academy-Research Council formed the
Maritime Research Advisory Committee which brought together an
objective group of engineers and scientists whose background and
experience encompassed virtually every aspect of merchant shipping.
The committee formed 7 advisory panels and, all told, 55 indi-
viduals served on the committee or its panels; all were from private
industry, universities and Government, including the military de-
partments. The committee issued a number of interim reports on
various phases of its study, including the report issued on November
6, 1959, entitled “The Role of the U.S. Merchant Marine in National
Security,” which stemmed from Project WALRUS, the 1959 summer
study session at Woods Hole, Mass. The final consolidated report
of the committee was expected to be published in August 1960 under
the title of Proposed Program for Maritime Administration Research,
Volume I: Summary, and Volume II: Contributing Studies.

In essence the conclusions and recommendations of the committee
were:

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

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

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

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

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

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

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

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

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

12



for conduct of development work. Planning and direction of the
program will be carried out by the professional and technical staff
of the agency. _

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

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

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

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

The Maritime Administration participated with the Atomic Energy
Commission in the conduct of a design study of a prototype nuclear
plant for tanker application which considered an advanced pressur-
ized water reactor and the direct and indirect boiling water reactor
concepts in a 45,000 DWT tanker. A detailed report of this study
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was submitted to the Joint Committee on Atomic Energy in accord-
ance with section 113 of Public Law 86-50.

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

Ship Construction
NS Savannah

The NS Savannah, the world’s first nuclear-powered merchant ship,
being constructed under Public Law 848, 84th Congress, was launched
on July 21, 1959. A satisfactory rate of construction progress has
been achieved since that date and at the close of the fiscal year the hull
was 98 percent complete, machinery 88 percent complete, and electri-
cal 74 percent complete.

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

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

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

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

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

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

Advanced ship concepts

As part of the research and development effort, a contract for the
design, development, and construction of a hydrofoil seacraft was
awarded on January 12, 1960, to Dynamic Developments, Inc., an
affiliate of Grumman Aircraft Engineering Corp. The contract pro-
vides for construction of a craft with advanced hydrofoil systems,
hull construction, propulsion machinery and transmission systems.
As a carrier on short voyages, the test vehicle will be capable of carry-
ing about 70 passengers. The principal characteristics of the hydro-
foil seacraft are as follows: Length—104 feet; beam—22 feet; dis-
placement—80 tons; propulsion engines—gas turbine; speed—60
knots.

Other construction

During the year the total number of merchant ships under con-
struction, conversion, reconstruction or on order in U.S. privately
owned shipyards decreased from 72 to 69. Of the 72 reported at the
beginning of the year, 21 new ships, and 13 being converted or recon-
structed, were completed. During the same period contracts were
awarded for 18 new vessels and 13 conversions and reconstructions.
Hence, at the end of the year there were 69 vessels under construction,
conversion, or reconstruction having a contract value of approxi-
mately $782.8 million. Of this number, 40 ships, having a contract
value of approximately $458.1 million, were under the subsidized
operators’ replacement program.

At the beginning of the fiscal year 82 ships were being constructed
under Federal Maritime Board or Maritime Administration contracts.
Of these, four were completed during the year, namely, two cargo
vessels for Lykes Bros. Steamship Co., Inc., constructed under Title
V, Merchant Marine Act, 1936 ; one prototype tanker constructed for
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Maritime Administration account under Public Law 121, 84th Con-
gress, 1st Session; and a hydrographic survey ship constructed for
the Coast and Geodetic Survey under Public Law 85-115.

During the reporting period Federal Maritime Board or Maritime
Administration contracts were awarded under normal contracting
procedures for the construction of a shipside nuclear servicing vessel
and a hydrofoil seacraft for the account of the Maritime Administra-
tion, and 18 cargo vessels for subsidized operators’ replacement pro-
grams. Further details are reflected in the section of this report titled
“Oonstruction-differential subsidy.” All contract awards were con-
sidered as to the applicability of Public Law 805, 84th Congress
(amending sec. 502 (f) of the Merchant Marine Act, 1936, as amended)
but none were made under provisions of this contract allocating au-
thority. A summary of new ship construction as of June 30, 1960,
is contained in Appendix C.

Ship conversion and reconstruction

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

Maritime Training

United States Merchant Marine Academy

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

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

On March 29, 1960, the Thirteenth Meeting of the Academic Ad-
visory Board to the U.S. Merchant Marine Academy was convened at
the Academy. The Advisory Board, authorized under Public Law
691, 84th Congress, was composed of the following members: Carl L.
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Bailey, dean of instructions, Concordia College; John E. Burchard,
dean, School of Humanities and Social Studies, Massachusetts Insti-
tute of Technology ; Guy R. Cowing, president, General Motors Insti-
tute; Harvey H. Davis, provost, State University of Towa; Lewis A.
Lapham, chairman, executive committee, Bankers Trust Co.; Martin
A. Mason, dean, School of Engineering, George Washington Uni-
versity; Edward Reynolds, administrative vice president, Harvard
University. Discussions were held with the Maritime Administrator,
the Superintendent of the Academy, heads of instructional depart-
ments, and staff officials. At the conclusion of its meeting the Board,
among other things, (a) reiterated its previous recommendations that
the entering class be increased to 400; (b) recommended full con-
sideration be given to modernization of the engineering, mathematics,
and science laboratories; (c) urged continued efforts be made to
establish a program under which each faculty member and other staff
officials would have opportunity for an occasional voyage should
they so desire, with those holding licenses working as officers on a
temporary employment arrangement; (d) expressed opinion that it
is very appropriate that cadets and postgraduates be given training
and experience on the operation of nuclear-powered vessels, utilizing
where possible the NS Savannah for this purpose; (e) endorsed
testimony given in behalf of the Board by Dean Martin A. Mason
of George Washington University on February 17, 1960, before the
House Committee on Merchant Marine and Fisheries in connection
with pending legislation affecting the status of the faculty and
administrative personnel at the Academy. :

The 16th Congressional Board of Visitors conducted its annual
inspection of the Academy on June 12, 1959, with membership con-
sisting of : Senators Warren G. Magnuson, Washington (e officio) 3
Norris Cotton, New Hampshire ; Clair Engle, California; Hugh Scott,
Pennsylvania; and Representatives Herbert C. Bonner, North Caro-
lina (ew officio) ; Vietor L. Anfuso, New York; Paul A. Fino, New
York; Thomas N. Downing, Virginia; John H. Ray, New York; and
Herbert Zelenko, New York. The Congressional Board of Visitors
called attention to recommendations of previous Boards and asked
for prompt and favorable action by all concerned. In addition, the
Board’s recommendations included the following: (1) legislation is
definitely needed to clarify the status of the personnel at Kings Point;
(2) a member of both the House and Senate Appropriations Com-
mittees should attend the annual meeting of this Board, ez officio,
(3) Kings Point cadets should be paid allowances similar in amount
to that provided for the cadets of other Federal academies; 4) a
public information service be provided in the best interests of the
Academy and the public; (5) there should be established constant
communication between the faculty-staff or Academy officials and the
Maritime Administration on matters affecting the Academy and the
faculty-staff; (6) the Director of Selective Service issue an overall
directive on general policy which would remedy the present situation
of cadets being drafted into the armed services while in training at
the Academy; (7) adequate appropriations be provided to establish
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training in nuclear engineering at the earliest possible time and not
later than the next budget year; (8) a basic annual budget be pro-
vided of upwards of $4 million, exclusive of special projects such as
modernization of the plant and rehabilitation of property, in order
that the Academy can be operated and maintained at a level com-
parable to the other Federal academies.

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

State maritime academies

The State Maritime Academies at Vallejo, Calif., Castine, Maine,
and Hyannis, Mass., and the New York State Maritime College at
Fort Schuyler, N.Y., had a combined average enrollment of 1,143
cadets for the fiscal year. Pursuant to Public Law 85-672, approxi-
mately 1,090 of these cadets received a Government allowance of $600
each for the purpose of defraying the cost of uniforms, textbooks, and
subsistence, and each school received an annual Federal assistance pay-
ment of $75,000 for use in the maintenance and support of the school.
There were 293 graduates who received their U.S. Merchant Marine
officer licenses as third mates or third assistant engineers of ocean
ships from the U.S. Coast Guard, and those who qualified received
commissions as ensigns in the U.S. Naval Reserve. In addition, the
graduates of the New York State Maritime College (107) received
bachelor of science degrees.

Other activities

The Maritime Administration’s radar observer training program
was continued with three radar observer schools operating in New
York, New Orleans, and San Francisco. This training program was
initiated pursuant to the recommendations of the Safety of Life at
Sea Study of the House Merchant Marine and Fisheries Committee
(H.R. 2969, January 3, 1957). Since inception of the program in
November 1957, there have been issued to seagoing personnel in excess
of 4,000 certificates of successful completion of the course, covering
radar fundamentals, operation and use, and the interpretation and
analysis of radar information. Training of licensed U.S. merchant
marine officers in atomic, biological, and chemical warfare, defense
fire-fighting, and damage control was also continued. This training,
supported jointly by the Maritime Administration and the Military
Sea Transportation Service, is available at three centers—New York,
New Orleans, and San Francisco. A total of 2,419 officers, 366 unli-
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censed personnel, and 981 others have completed the training course
since it was inaugurated in September 1956.

Ship Sales and Transfers

Ship sales

During fiscal year 1958, there was initiated, with the approval of
the Department, of the Navy, a program to scrap the least desirable
of the World War II Liberty-type ships in the National Defense
Reserve Fleet. Subsequent reviews and approvals of the Department
of the Navy provided for the cumulative scrapping of 758 Liberty-
type ships and 39 other types as of June 30, 1960. Under authority
of the Merchant Marine Act, 1936, 120 of these ships, having a collec-
tive sales price of $8,684,158, were sold during fiscal year 1960 (119
ships were sold for scrap, and 1 was sold for nonoperational pur-
poses). The sale of these ships, plus the sale of 129 vessels during
fiscal years 1958 and 1959, has resulted in a total monetary return
to the Government of $18 million.

Upon declaration of the Department of the Navy, two Navy Am-
phibious Force flagships were sold for scrap for $270,053. These
ships, which were converted C-2 Maritime hulls, capable of recon-
version for civilian use, were sold under the provisions of Public Law
152, 84th Congress, 2d Session.

Transfers to foreign ownership and registry

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

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

Approvals of applications for the transfer to foreign ownership
and/or registry of 990 vessels owned by U.S. citizens were granted,
pursuant to sections 9 and 37 of the Shipping Act, 1916. In addi-
tion, approval was given for the construction of a ship in a U.S.
shipyard for foreign-flag operation. Of the total approved, 60 ships,
including the 1 constructed for foreign-flag operation, were of
1,000 gross tons and over, and consisted of 19 tankers, 22 dry cargo
vessels, and 19 miscellaneous types (schooners, dredges, barges, etc.).
The remaining 981 were of less than 1,000 gross tons such as tugs,
barges, fishing craft, and pleasure craft.

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

With respect to transfers previously approved with conditions pro-
viding for continuing contractual control by the Maritime Adminis-
tration, there were authorized the: (a) transfer of ownership and
flag of 67 ships (63 from foreign ownership and flag to foreign
ownership and flag and 4 from foreign ownership and flag to U.S.
ownership and flag); (b) sale of 28 from 1 alien to another alien
without transfer of flag; (c) sale by alien for scrapping 16 ships in
foreign countries; (d) transfer between aliens of stock ownership in
2 ships; and (e) approval of 3 transactions resulting in acquiring
3 ships under effective U.S. control.

Shipping Studies and Reports

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

Ship and cargo data

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

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

Port development

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

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

Labor data and labor-management relations

Seafaring employment opportunities aboard oceangoing U.S.-flag
merchant ships of 1,000 gross tons or over decreased by approximately
1,000 jobs during the fiscal year to an estimated 49,200 as of June 30,
1960. In only 2 instances has lower seafaring employment been
recorded since 1925, once when neutrality restrictions on U.S.-flag
shipping in the closing months of 1940 reduced seafaring jobs to an
estimated 48,500, and again in the midyear of 1942 when the job total
was recorded as 44,330. Shipyard employment in the 21 commercial
yards capable of constructing ships 475 by 68 feet showed an increase
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of almost 3 percent in production workers, who numbered 56,965 on
June 30, 1960, as against 55,254 on June 30, 1959. Ship construction
generated by the Maritime Administration in its subsidized ship re-
placement program showed a gain in production workers from 5,248
to 9,565, or an increase of 82 percent. Ship construction for private
industry reflected a loss of 6,191 production workers, or a decrease of
45 percent.

In contrast to the relatively harmonious and constructive labor-
management relations existing in fiscal year 1959, the past year saw
discord in both shipyard and longshore personnel areas. Prolonged
strikes handicapped ship construction and repair in eight large yards.
Longshore unions and stevedore employers in ports from Maine to
Texas were involved in a strike requiring: (a) a court injunction
which ordered resumption of work and continuation of negotiations
during an 80-day “cooling off” period, (b) a Presidential appointed
board of inquiry, and (c) a sustained effort by the Federal Mediation
and Conciliation Service to resolve successfully this dispute within
the period covered by the injunction. A 8-week stevedore strike in
the major U.S. Great Lakes ports was concluded with agreement on
a 3-year contract practically equalizing wage and fringe benefits
throughout the area.

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

Property and Supply
Real property

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

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

Warehouses

In fiscal year 1960 the Maritime Administration promulgated a
revised warehousing policy, having as its objective the maintenance
of a program primarily for mobilization purposes, and only sec-
ondarily to provide services for operating ships and programs. The
revised policy recognized: (a) outfitting requirements for reactivation
of the priority ships in the reserve fleets for mobilization purposes;
(b) necessity to retain machinery and spare parts currently held for
use on privately owned ships in operation which might be required
for mobilization purposes, and (c) need to retain certain minimum
quantities of ship repair and maintenance items currently in the
warehouses which may be required for reactivation of mobilization
base ships or for emergency installation aboard the more important
types of ships in current operation. Pursuant to the establishment
of the new policy, plans were instituted to effect a sizable reduction
in the warehouse stock levels; to reduce the number of warehouse
installations from 5 to 8; to accelerate the program for assembling
and storing at the reserve fleet sites of outfitting ship sets for the
mobilization base ships in the reserve fleets (at the end of the fiscal
year 180 ship sets were contemplated to be spread between 7 reserve
fleet installations), and to place certain ship components in the custody
of private repair yards, to the maximum feasible, at a minimum
storage cost to the Government. At the end of the fiscal year the
warehouse inventories, including administrative equipment stocks,
totaled $40,789,975, a decrease of $632,570 from the previous year.

Material control, inventory and disposal

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

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

Excess and surplus personal property having a reported original
acquisition value of $4,598,341 was disposed of by the Maritime Ad-
ministration. This amount includes transfers in a foreign country
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of property valued at $1,160 and sales in a foreign country of prop-
erty valued at $236. Property having an original acquisition value
of $1,082,213 was disposed of domestically by donation and transfer
without exchange of funds and property having a value of $2,800
was destroyed or abandoned. Property having an acquisition value
of $3,511,932 was sold or transferred to other Government agencies
with exchange of funds, for a return of $670,967.

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

Administrative Management

Defense planning

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

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

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

Personnel

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

During the year ending June 30, 1960, total employment changed
by a net reduction of 1 position from a total of 2,922 on July 1, 1959,
to 2,921 on June 30, 1960. Although overall employment figures *
thus appear stable, there were employment adjustments in several
program areas throughout the year, the more significant being in-
creased activity in Reserve Fleet programs, up 68 jobs by year-end;
planned attrition in administrative expenses, down 46 positions; re-
duction of staff at Vancouver Reserve Shipyard, eliminating 30 posi-
tions; and increased level of activity in Maritime training programs
accounted for an increase of 10 positions. The temporary upsurge
in the Reserve Fleet program was primarily due to additional work
caused by the lay-up of vessels for the account of the Department
of the Navy.

Organization

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

Investigations and security

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

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

Finance

Financial relationships with contractors

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

Accounting

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

Of the 51 agents under National Shipping Authority operations
originating in 1951, 48 were inactive as of June 80, 1960, and the
accounts of 37 had been closed. Release agreements have been exe-
cuted with 23 of the closed agents. In addition, as of June 30, 1960,
the Maritime Administration had one active general agent for the
operation of the nuclear ship NS Savannah.

Audits

Under operating-differential subsidy contracts, audits of annual
subsidy accountings were completed during the current fiscal year
for 9 subsidized operators covering 16 subsidy periods from 1948
through calendar year 1956, resulting in payments to the operators
of the final 10 percent of accrued operating-differential subsidy. Ex-
penses eligible for subsidy, except for wages and protection and
indemnity insurance, have been audited generally through the calen-
dar year 1958. Wage expenses for 15 subsidized operators have been
audited for calendar years 1957 through 1959, and protection and
indemnity insurance expenses for calendar years 1955 through 1957.
These audits permitted payments of up to 90 percent of accrued
operating-differential subsidy covering such expenses. Audits of
bareboat charter agreements have in many instances been deferred
awaiting settlement of litigated matters. Audit functions with re-
spect to ship construction and related contracts are being performed
on a current basis. Audits completed during the current fiscal year
disclosed approximately $300,000 in additional recapture due the
Government.

The balances in the statutory Capital and Special Reserve Funds
as of June 30, 1960, aggregated $163,814,376 and $131,989,929, respec-
tively, and are set forth, by operators, in appendix G. Such balances
amounted to $169,000,888 and $130,040,121, respectively, as of the
beginning of fiscal year 1960.

In addition to mandatory deposits, subsidized operators are per-
mitted, with approval of the Maritime Administrator, to make vol-
untary deposits from earnings otherwise available for dividends into
the statutory reserve funds on a tax-deferred basis. During the fiscal
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year voluntary deposits aggregated $575,000, and applications ap-
proximating $2,720,000 were pending at the close of the fiscal year.

Insurance

The war risk insurance program authorized by Title XII of the
Merchant Marine Act, 1936, as amended, was extended for an addi-
tional 5 years to September 7, 1965, by Public Law 86-120, approved
July 31, 1959. During the fiscal year 1960 under the stand-by war
risk insurance program 380 new war risk insurance binders were is-
sued. On June 30, 1960, binders reported outstanding were as fol-
lows: 1,322 war risk hull; 1,196 war risk protection and indemnity;
and 1,015 war risk second seamen. Since the inception of this pro-
gram net binder fees and binder extension fees of $403,537 were re-
ceived, and a total of $162,422 in expenses and fees was incurred, of
which $129,954 was paid to the underwriting agent.

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

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

Under the Maritime Administration self-insurance program, hull
marine and war risk insurance and second seamen’s insurance con-
tinued to be assumed on its Government-owned vessels. Second sea-
men’s insurance written at the request of the Department of the Navy,
without premium and on a reimbursable basis, remained in effect on
20 Navy contract-operated tankers. As of June 30, 1960, after 78
months under this arrangement, claim payments totaling $33,419 were
made and approximately $51,500 set aside as a reserve for pending
claims; no claim payments were made during the fiscal year. Under
this plan a net premium saving to the Department of the Navy was
estimated at $58,100.

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

During fiscal year 1960, under the recapture provisions of the war-
time protection and indemnity insurance agreement, $50,000 was re-
covered from underwriters; to date recoveries total $48 million. As
of June 30, 1960, the commercial underwriters are retaining $1,264,227
as a reserve for the settlement of outstanding claims.

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

Kind of insurance Total amount | Percentage | Percentage
American foreign
‘Marine Hull $1, 818, 877,835 38 62
Marine Protection and Ind ity. 1,836,179, 225 55 45
‘War Risk Hull.. 2, 903, 903, 976 3 97
‘War Risk Protection and Indemnity. . .. . ... ... 2, 986, 826, 754 3 97

Notes and accounts receivable

Of the balance of accounts receivable on June 30, 1960, totaling
approximately $18 million, an amount approximating $514,938 rep-
resents items on which active collection efforts are being required.
The remainder was made up of additional charter hire to be collected
at the time of final accountings, amounts referred to the Department
of Justice, accrued construction costs to be settled upon completion
of ship construction, matters pending in a claim or litigation status,
and accounts on the books of the National Shipping Authority general
agents. Of billings made during the fiscal year totaling $27,555,8683,
only $193,101, or less than 1 percent, was outstanding and due from
miscellaneous debtors, exclusive of other Government agencies, at
the end of the year. This outstanding balance does not include items
totaling $3,547,796 on which collection efforts must await legal and
other basic determinations.

Claims

The following reflects the claims settled under the Suits in
Admiralty Act during the year: seven claims, upon which $8,643,280
was claimed, were settled in favor of the Government for $501,000,
and seven claims, upon which $1,862,319 was claimed, were settled
against the Government for $72,884.

Legal Activities

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

Litigation

During the fiscal year there was increased activity in litigation
involving determinations and orders of the Federal Maritime Board
in its regulation of rates, charges, and practices of carriers and others
in the foreign commerce of the United States, as well as the offshore
domestic trades, and in the administration of the operating-differential
subsidy program under the Merchant Marine Act, 1936. Forty-six
such cases were before the courts, including 84 filed toward the close
of the period which challenge the validity of certain orders entered
by the Board under section 21 of the Shipping Act, 1916. These
orders call upon carriers to file certain documents and records with
the Board. Cases before the courts which were disposed of included
the following : Continental Can Co., Inc. v. United States and Federal
Maritime Board, in which the court sustained the Board’s decision
that petitioner misclassified shipments, but set aside the Board’s deci-
sion that the misclassification was wilfully committed in violation
of section 16, Shipping Act, 1916; Pacific Far East Line and United
States v. Federal Maritime Board (Matson Navigation Co. inter-
venor), in which the Court of Appeals (D.C. Cir.) reversed the
district court and set aside a Board order denying to Pacific Far East
Line, a subsidized carrier, permission to carry cargo between U.S.
Pacific coast ports and Hawaii, and remanded the case to the Board
for further proceedings on the question whether the grant of permis-
sion to Pacific Far East Line would be prejudicial to the object and
policy of the Merchant Marine Act, 1936. (The Supreme Court later
denied petitions for certiorari filed in this case by the Board and
Matson) ; and E'mpire State Highway Transportation Association,
Inec., v. United States and Federal Maritime Board, in which the
Court of Appeals (D.C. Cir.) dismissed, with petitioner’s consent,
the petition for review of a Board Order finding lawful certain truck-
loading and unloading regulations adopted by ocean terminal oper-
ators in the port of New York.

Claims under the Merchant Ship Sales Act of 1946 continued to
comprise a substantial portion of pending litigation. The number
of charterer’s claims against the Government increased with the filing
of seven new libels during the year, principally for disallowed ship
reactivation expenses incurred incident to 1956 and 1957 charters.
These, plus 13 libels carried over from the previous fiscal year, involved
$2,385,452 in claims against the Government. In another category of
claims 1 new suit was filed, raising the total to 43 pending cases
against the Government for the refund of additional charter hire
under postwar charters of war-built ships. One suit was also insti-
tuted by the Government for the recovery of additional charter
hire. Charter hire claims totaled an estimated $40 million against
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the Government and an estimated $4 million due the Government.
In 14 of these cases the U.S. Supreme Court decided on June 20,
1960, that a retired judge had no right to participate in a 3 to 2 deci-
sion en banc adverse to the Government, and the cases accordingly
were remanded to the Court of Appeals (2d Cir.) for rehearing. A
new suit was also filed for refund of additional charter hire under
the Merchant Marine Act, 1936, involving a controversy similar to
one of the principal issues in the 1946 Act cases, with appeal being
taken from a decision in favor of the Government, which held that
a payment under protest does not furnish the basis for recovery in
the absence of conditions making the payment involuntary. One new
libel was filed claiming refund of contingent charter hire under the
Domestic Trade Addendum.

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