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U.8. merchant ships
carry trade, and back
the armed forces.

INTRODUCTION
ND SUMMARY

The American Merchant Marine has played an important role in
every phase of this Nation’s history. In time of war and international
crisis, during periods of prosperity and economic weakness, it has
proved an important element in our military capability and inter-
national trade.

As a consequence of the importance of the Merchant Marine in our
national life, the Congress has from earliest times given it financial
support and encouragement of one kind or another. The Maritime
Administration is the agency charged with responsibility for admin-
istering what is now the basic charter for government support of the
American-flag fleet.: the Merchant Marine Act of 1936. The preamble
of that act sets forth clearly the mandate which this agency seeks to
fulfill.

It is necessary for the national defense and development of its foreign
and domestic commerce that the United States shall have a merchant
marine (a) sufficient to carry its domestic water-borne commerce and a
substantial portion of the water-borne export and import foreign com-
merce of the United States and to provide shipping service on all routes
essential for maintaining the flow of such domestic and foreign water-
borne commerce at all times, (b) capable of serving as a naval and mili-
tary auxiliary in time of war or national emergency, (c) owned and
operated under the United States flag by citizens of the United States
insofar as may be practicable, and (d) composed of the best-equipped,
safest, and most suitable types of vessels, constructed in the United
States and- manned with a trained and efficient citizen personnel. It is
hereby declared to be the policy of the United States to foster the devel-
opment and encourage the maintenance of such a merchant marine.
This Annual Report is a statement of our progress in meeting those
objectives.

Of approximately 900 privately owned ships in the U.S. merchant
fleet today, about 300 are owned by the 15 lines which have subsidy
contracts with the Government.* This one-third of our fleet carries

*For comparative financial standing of the subsidized and nonsubsidized fleets, see
appendix I.



about 40 percent of the total foreign trade carried in U.S. ships,
including tramp and tanker cargoes. In the past 6 years nearly half
of this fleet—123 ships—has been replaced or will be replaced by
ships now under construction. During fiscal 1964 contracts were
awarded by 4 lines for 15 ships at a total cost of $163,750,000, to be
built with construction-differential subsidy, and bids were issued for
an additional 10 to 12 ships on which contracts had not been awarded
at the year’send. This brought to 52 the number of commercial ships
under construction in U.S. shipyards. Thirty-nine of these ships,
valued at $423.7 million, are destined for subsidized operators. At
the close of the fiscal year, applications for construction aid on 17
additional ships were pending before the Maritime Subsidy Board.

This vigorous building program has produced for the United States
the fastest and most modern general cargo fleet in the world. The
U.S.-flag fleet contains nearly twice as many 20-knots and over
freighters as are possessed by all the other nations in the world
combined.

The Maritime Administration has been diligently seeking ways to
give the American people the best possible fleet at the lowest possible
cost. We have urged that subsidized lines order ships in groups of
five or six to take advantage of lower unit costs, We have urged the
greater use of standard designs to avoid wasteful changes and unnec-
essary deviations. The shipping companies have responded to the
possibility of cost savings, and in one instance two companies have
built 26 substantially identical ships.

The agency has instituted a value engineering program to reduce
the cost of ship construction, and $1.5 million of savings were realized
in the last year alone. Government-sponsored research has developed
mechanized units for shipboard use—centralized control of the engine-
room, bridge control of the main engine, automated boiler controls,
navigating consoles, improved cargo-handling gear, and similar de-
vices to increase efficiency and cut costs.

The increasing technical complexity of American ships has placed
increased importance upon our programs for maritime training. The
U.S. Merchant Marine Academy, which is operated under the super-
vision of the Maritime Administration, and the five State maritime
schools together trained some 2,300 cadets to become merchant marine
officers. In addition, the Government conducts courses for seamen in
radar and protection against atomic-biological-chemical warfare. A
new short-range program has been launched by the maritime industry
in cooperation with the U.S. Department of Labor to provide training
for the new jobs that will be required on automated ships.

There are other areas to which the Maritime Administration has
been giving an increasing amount of attention. In 1936, when the
Merchant Marine Act was enacted, U.S. trade consisted primarily of
general cargo. Today the pattern of our trade is completely reversed.
Eighty-five percent of our trade is dry and liquid bulk cargo, and only
15 percent is general cargo. Our imports of strategic ores and petro-
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leum products are steadily increasing, as are exports of agricultural
surpluses in bulk shipload lots.

The structure of the U.S. merchant fleet was set by our trading pat-
tern in the prewar period, and therefore three-fourths of our ships in
foreign trade are general cargo carriers, and only one-fourth are bulk
carriers. Consequently, we are relying more and more upon foreign
ships to carry a larger and larger portion of our trade. Chart I shows
graphically the trend of U.S. trade and of U.S.-flag ship participation
in that trade.

In calendar year 1963, U.S.-flag ships carried 29.2 percent of all
liner cargoes (including aid but excluding Department of Defense
shipments) in the foreign trade of the United States. Of the U.S.
share, subsidized ships carried 80 percent. This compared with only
5.2 percent carried by U.S.-flag dry cargo ships in nonliner trades.

U.S.-flag ships in liner service carried approximately 600,000 tons
more of commercial and aid cargoes in 1963 than in 1962, an increase
of 4.5 percent, although liner cargo carried by all flags increased only
201,000 tons, or less than 14 of 1 percent. The gain was noted on all
routes except those to Africa, in which U.S.-flag ships provided for
56 percent of the liner traffic in 1963 against 60 percent in 1962.

In 1963 U.S. passenger and passenger-cargo ships, all of which were
subsidized, carried 19 percent of the passengers, exclusive of cruise
passengers, traveling to and from U.S. ports.

Several Government programs have been helpful in maintaining
U.S. tramp ships in service. The most important is the Cargo Pref-
erence Act, under which at least 50 percent of Government-sponsored
cargoes must be carried in U.S.-flag ships. Although such Govern-
ment cargoes constitute only a small percent of our total trade (about
7 percent), the dependence of our ships on it (almost 50 percent) is
far out of proportion to its importance, as shown in Chart I.

There is available to tramp shipping another form of Government
assistance which has helped in upgrading the fleet. This is the Ship
Exchange Program, under which unsubsidized war-built ships are
exchanged for Government-owned war-built ships of better types.
As the subsidized companies have traded in their war-built C2 and
C3 type ships on new construction, the trade-ins have been snapped
up by unsubsidized companies in exchange for their less economic
Libertys. In addition, 18 of the C4 troopships in the Government’s
reserve fleets were released from priority status by the Navy Depart-
ment to be made available for conversion to general or bulk cargo
service. All 18 have been assigned to operators and 8 are now being
converted. When in service, these 18 ships should increase by 25
percent the capacity formerly available in these services. A total of
36 ships had been exchanged from the beginning of the Ship Exchange
Program in 1961, to October 15, 1964, of which 16 were exchanged in
fiscal 1964, with the Government receiving in exchange a total of
40 ships and $2.5 million in cash.

Although they are not eligible for operating subsidy, tramp ships
in foreign trade are not barred from seeking construction subsidy.

T55~705 O-85-m? 3
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Applications from three carriers for financial aid to build seven bulk
dry cargo carriers were received by the Maritime Subsidy Board
during the 1964 fiscal year, and an additional application covering
two more ships was received after the close of the year.

The Maritime Administration has undertaken a complete review
of the economic status of the tramp sector of the American fleet, and
has under consideration a program for aid to bulk carriers.

The importance of the tramp carrier was well illustrated during the
controversy over carriage of grain cargoes to the Soviet Union and
her satellites in the winter and spring of 1963-1964. Although sale of
U.S. grain to the Soviet bloc was conditioned on its carriage in U.S.-
flag ships, the unavailability of sufficient U.S. tramp shipping capacity
in several instances necessitated the granting of waivers to permit
more than half of specific shipments to be carried in foreign-flag ships.
This in turn led to a controversy resulting in tie-up of grain shipments
by the longshoremen until an agreement was reached that no further
waivers would be granted.

One beneficial result of these difficulties was the establishment of
two groups to which labor and management could bring their prob-
lems and complaints, and in cooperation with responsible Govern-
ment agencies help to solve them.

The Grievance Committee on Cargo Preference Administration was
designed as a forum for the consideration of objections to the adminis-
tration of the cargo preference laws. The Maritime Administrator
is Chairman. The Maritime Advisory Committee is a tripartite
group composed of representatives of maritime management, labor,
and the public at large. The Government representatives are the Sec-
retary of Commerce, who is Chairman, and the Secretary of Labor.

The other segment of the U.S. Merchant Marine in serious difficulty
is the domestic coastwise and intercoastal fleet. While the Maritime
Administration does not have regulatory authority over this segment,
it does have the responsibility to promote a fleet “sufficient to carry ...
domestic water-borne commerce . . . of the United States.” Before
World War II the coastwise and intercoastal portion of the U.S. fleet
constituted about 60 percent of the total tonnage of the active fleet;
today it is about 36 percent. Because they were the ones most readily
available, domestic ships were among the first to be requisitioned for
war service. Their routes were completely disrupted by the war and
have never been entirely reinstated. Much of the business lost to
railroads and trucks did not return. High costs of labor and reduced
productivity, ship types unsuited to domestic trade, and the highly
competitive rates of land carriers, have made it difficult for the
domestic operators to regain their former trade.

The Ship Exchange Program has made some ships available to
domestic operators, with two companies planning to convert 12 ships
for domestic service. Container ships appear to offer good prospect
of faster and cheaper service. Some successful container ship service
has already been instituted, and an application for 50 percent Federal
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Ship Mortgage Insurance on three new container ships for intercoastal
service has been tentatively approved by the Maritime Administration.

Federal Ship Mortgage Insurance under Title XI of the Merchant
Marine Act of 1936 has also been instrumental in helping to build
or convert ships for the bulk service for domestic as well as foreign
service. Mortgage insurance has also made it possible for the subsi-
dized lines to borrow private funds at reasonable rates to finance
their portion of their replacement programs. Since 1956 this pro-
gram has resulted in construction or reconstruction contracts with U.S.
shipyards totaling about $986 million for 96 projects, about one-third
of which were for nonsubsidized operators. Only six defaults have
occurred on which the Government has had to pay the insurance, and
of the six ships, only one was not in operation as of June 30, 1964.

The Maritime Administration has undertaken a substantial program
of research and development designed to bring the American fleet to
a higher state of efficiency. Through a general agency contract, the
Government has been operating the N.S. Savannah, the world’s first
nuclear-powered merchant ship. We are also conducting a series of
studies to determine the economic feasibility of nuclear power for
marine use. Nuclear power may well be the cheapest way to obtain
substantially higher sustained ship speeds.

In addition, research with hydrofoil and surface-effect ships has
laid the groundwork for the future development of ships of far higher
speeds. Finally, the program involves basic research into hull con-
figurations, power sources, improved cargo-handling gear, better and
safer navigating devices, and many other promising projects.

We have encouraged the use of standardized containers and are
studying the establishment of container pools to enable full advantage
to be taken of savings inherent in two-way use of containers.

We are studying the use of data processing techniques for handling
ship operating information on board ship, in shoreside operations, and
in cargo handling at ports. We have developed, in cooperation with
industry, a standard Ocean Bill of Lading, which has already shown
possibilities for reducing time and effort in the battle with paperwork.
The feasibility of a uniform code of commodity descriptions is being
studied. It too has possibilities for mechanical preparation of ship
papers that could materially speed processing of overseas shipments.

A vigorous effort has been made to increase the cargo carried by
U.S.-flag ships through obtaining the cooperation of U.S. shippers in
using U.S. ships whenever feasible. Banks and insurance companies
have agreed to cooperate in suggesting use of U.S.-flag ships where
possible. As a corollary to this effort, U.S. shipping companies have
been urged to improve their services to shippers. A serious backlog
of 19 million board feet of lumber at Pacific Northwest ports was
cleared up within 2 months by cooperation of several lines which
scheduled extra sailings to handle the lumber.

Chart IT and Appendix IT show the standing of the U.S. Merchant
Marine among the world’s fleets. Ten years ago the U.S. Merchant
Marine ranked first in deadweight tonnage. While it still ranks first
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in total tonnage, one-half of this tonnage is owned by the Government.
Most of the Government’s ships are in the Reserve Fleet.

The privately owned U.S. fleet has decreased from 1,138 to 968 since
1954, and from second to fourth in deadweight tonnage among the
world’s fleets.

In shipbuilding also the United States is far behind the leaders,
ranking third in deadweight tonnage delivered in 1954 and tenth in
1964 (Appendix IIT). U.S. shipyards built 20 merchant ships in fiscal
1964, compared with 116 in Japan, 67 in the United Kingdom, 26 in
the U.S.S.R. The U.S. private merchant fleet added 20 new merchant
ships in fiscal year 1964, while Russia gained 98, Norway 71, the
United Kingdom 69, and Japan 61.

As part of its search for economy and efficiency in merchant fleet
operations, the Maritime Administration has sought economy and
efficiency in its own operations. Our goal is a progressive and dy-
namic agency, devoted to finding the better way of doing things, We
have instituted training programs that will bring in young college
students as management interns, to assure a steady supply of man-
agerial candidates for the future. Middle Management and Executive
Training Programs for present employees are designed to find and
train those best qualified to direct the Agency’s activities.

An intensive study of paperwork simplification has been under-
taken, and a program of management surveys was continued with the
objective of increasing the efficiency, economy, and effectiveness of the
Agency’s operations.

The reserve fleet preservation cycle has been altered, with savings of
$500,000 expected in fiscal 1965 and approximately $1 million over the
next 5 years. Priority ships in the Wilmington, N.C., fleet are being
moved, to the James River fleet to combine preservation operations at
the latter location. This will result in cost savings and improved
efficiency. Ship scrap sales during the year returned $5.4 million.

Careful reviews of subsidized operations have resulted in sugges-
tions and corrections resulting in substantial savings. Audits alone
resulted in reductions in billings of $821,000 in the past year, while
a revision in procedure of calculating subsidy rates on certain wage
items was expected to result in lowered billings of approximately
$1.5 million in 1962 and $1 million in 1963.

Leases of real property and machine tools, or loan of marine equip-
ment to private companies, and sale of excess personal property during
the year returned nearly $1 million.

Improved communications are being worked out through the use
of reports, charts, and visual presentations which will keep the whole
staff better informed on the activities of the agency. Cost-finding
techniques are being developed which should provide better control
of the programs of the agency and assist in budget and planning
activities, The goal is an agency operating at the Iowest cost con-
sistent with its responsibilities.



Some of the big,
fast U.S. cargo ships
delivered last year.




GOVERNM

ASSISTANCE

Government aid programs for the U.S. Merchant Marine are de-
signed to assist and encourage U.S.-flag operators in the operation and
maintenance of an efficient and modern American merchant marine.
These programs are not considered in themselves a panacea for the
problems of the merchant marine. The reduction of subsidy costs and
the development of more effective means of improving the merchant
marine are therefore major objectives of the Maritime Administration.

Maritime administers the operating-differential and construc-
tion-differential subsidy programs and other Government aids to
merchant shipping. Under these programs, the Government pays the
difference between certain foreign and domestic costs of ship operation
on essential foreign trade routes. The Government also pays the
difference between American and foreign shipbuilding costs. Under
current law, the maximum subsidy allowed is 55 percent of domestic
cost, for freighters and 60 percent for reconstruction of passenger ships.

The Government pays the cost of national defense features on ships
certified by the Navy as necessary for national defense. In addition,
Maritime insures mortgages and/or loans made by private lending
institutions to finance the construction, reconstruction, and recondi-
tioning of ships. It also acquires old ships in exchange for more
modern and efficient ones, or for allowances of credit on the con-
struction of new ships.

The Maritime Administration investigates ‘and determines ocean
services, routes, and lines essential for the development and mainte-
nance of the foreign commerce of the United States; and the type, size,
speed, and other requirements of ships to provide adequate service on
such routes. The operators who are awarded operating-differential
subsidy contracts are required to maintain regular services on these
routes.
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Operating-Differential Subsidy

During the fiscal year the Maritime Subsidy Board considered an
application filed by Bloomfield Steamship Co. for a new 20-year
operating-differential subsidy agreement to replace its original 10-year
agreement, which was scheduled to expire on December 31, 1963. To
give appropriate publication of notice and opportunity for interested
persons to comment, the Board extended the original agreement for
one year. A notice of the application was published in the Federal
Register, but no comments were received. Final action on this appli-
cation had not been taken at the year’s end.

Also pending at the close of the year were applications for operat-
ing-differential subsidy contracts from Atlantic Express Lines of
America, Inc.; Central Gulf Steamship Corp.; Isthmian Lines, Inc.;
Waterman Steamship Corp.; and States Marine Lines, Inc.

Payments of subsidy due for fiscal year 1964 and prior years totaled
$203,036,847 during fiscal 1964.

Total operating subsidies accrued from January 1, 1937, to June 30,
1964, were $2,082 million, with recapture of $224 million, leaving net
subsidy payable of $1,858 million (AppendixIV).

A summary of the 15 operating-differential subsidy contracts in
effect on June 30, 1964, is shown in Appendix V.

Provisions of newly negotiated union wage agreements and manning
requirements on newly constructed ships were examined to determine
their fairness and reasonableness. Subsidized vessel operations, op-
erating costs, and shoreside expenses were carefully watched. As a
result of suggestions and corrections, certain areas of ship operations
showed significant improvements.

The continued payment of operating-differential subsidy on certain
ships now overage (that is, at the end of their stipulated economic
lives of 20 or 25 years), or which will become overage prior to the
delivery of their scheduled replacements, has been approved, predi-
cated on the ship replacement provisions of the operating-differential
subsidy contracts with the companies concerned. Cumulative author-
izations in this regard are shown in Appendix V1.

Trade Routes

Reports on the essentiality and U.S.-flag service requirements of
U.S. foreign trade routes 4 (U.S. Atlantic/Caribbean) and 18 (U.S.
Atlantic and Gulf/India, Persian Gulf, and Red Sea) were completed.
At the close of the year reviews of two other routes were nearing
completion. Limited reviews were also made of several routes in con-
nection with applications by subsidized operators for changes in their
subsidized services and for construction of replacement ships.

Construction Subsidy

On June 30, 1964, there were 4 applications pending from American-
flag subsidized operators for construction-differential subsidy to aid

755-705 O—65—3 IT



in building 17 general cargo ships. There were also 2 applications
pending from two subsidized operators for construction-differential
subsidy to aid in installation of mechanized equipment on 27 replace-
ment ships now operating.

Applications from three nonsubsidized operators for construction-
differential subsidy to aid in building seven dry bulk carriers were
pending.

The long-range replacement program of the subsidized operators’
war-built ships is nearing the halfway point. Of the 318 subsidized
ships in operation at the end of the fiscal year, 112 were replacement
ships contracted for since 1950. Of these, 84 are replacement ships
built with construction-differential subsidy, and the remaining 28 are
Mariner-type ships built by the Maritime Administration and sold
to subsidized operators. In addition, 39 new ships were under con-
struction, a total of 151 modern ships in operation or under contract
at the end of the fiscal year.

Contracts

During the past fiscal year, the Maritime Subsidy Board approved
construction-differential subsidy contracts for 4 firms to build 15 ships
at a total estimated domestic cost of $163,750,000, as. follows:

Table I

NEW SHIP CONTRACTS AWARDED IN FISCAL YEAR 1964 ON WHICH
CONSTRUCTION DIFFERENTIAL SUBSIDY IS TO BE PAID

Gulf & |Lykes Bros.|Lykes Bros.|
Grace South Steamship | Steamship | Prudential
Company Line, Inc. | American { Co., Ine. | Co., Inc. | Lines, Inc. Total
Steamship |(7th Group)|(8th Group)
Co., Inc.
Type of ships_ ..o Cargo Cargo Cargo Cargo . Cargo (-ooeeoooooo
Number of ships_...._..______ 2 3 4 4 2 15
Being built BY.ueoeooao O] ® @ C] ()T (R —
Total estimated cost 4. $26, 450, 000 |$27, 300, 000 |$44, 200, C00 |$43, 300, 000 |$22, 500, 000 |$163, 750, 000
Estimated construction-dif-,
ferential subsidy.........___ $13, 900, 000 |$14, 800, 000 |$24, 300, 000 |$23. 400,000 |$12, 100,000 | $88, 500, 000
Estimated cost of national
defense features....._._._.._ $10, 000 $159, 000 $3, 360 $3, 360 $132, 000 $307, 700
Number of ships traded in.__ |- oo oo oo e 2 2
Total trade-in allowanee. .-.- |-« cmmo|omoo oo oo $913, 311. 60 | $913, 311. 60

1 Sun Ship Building & Drydock Co., Chester, Pa.

2 Avondale Shipyard Inc., Avondale, La.

3 Bethlehem Steel Co., Sparrows Point, Md.

4 Includes estimated cost of national defense features, changes and extras.

Consideration was given to the allocation of these contracts without
regard to competitive bidding, in accordance with provisions of sec-
tion 502 of the Merchant Marine Act, 1936, as amended. No justifica-
tion for such allocation was found, and no contract was allocated
under these provisions.
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The following bids for subsidized ship construction were issued
during the year:

Table II
Owmer ! Number of ships Design Invitation
i date
Prudential Lines, Inc.__. 2 C4-8-64b. Nov. 15, 1963
Lykes Bros. Steamship Co., Inc 4. C4-S-66a Feb. 3,1964
United States Lines Co. dorb ... C4-S-68a June 11, 1964
American President Lines, Ltd 4or5 C4-5-69a. June 30, 1964

Contracts were awarded during the year on the two ships for Pru-
dential Lines, Inc., and the four for Lykes Bros. Steamship Co., Inc.
(see table). Contract awards were expected to be made in fiscal year
1965 for the remaining ships.

One old ship was traded in by Lykes Bros. Steamship Co., Inc.,
for a gross allowance of $415,250 against a new cargo ship which was
constructed for the company under a construction-differential subsidy
contract executed in September 1960. Two old ships were traded in
by Prudential Lines, Inc., for a gross allowance of $475,750 each
against two new replacement ships built by the company under a

~ construction-differential subsidy contract executed in April 1964.

Fueling-at-sea equipment was installed as national defense features
on two tankers owned by Humble Oil and Refining Co., at a total cost {
to the Government of $32,000. e

N,

Ship Mortgc;ge and Loan Insurance

During the year Maritime executed contracts under Title XT of the
Merchant Marine Act for insurance of construction loans and _com-
mitments or contracts for insurance of mortgages totaling/$53 mil-
lion. The loans and mortgages financed through sale of bonds or

“notes to the general public, or by private placement, covered 14 ships,
as follows:

Table III
No. of Amount of mortgage
Name of company mortgages or loan Reason
or loans
_American Mail Line, Ltd._.._..____ .2 |"$4,500,000 (eachj_.-_; Aid in financing two cargo ships.
Triangle Bhiﬁping COrp... .o 1| $778000. . ... - Construction of a cement barge.
G\(x)ll‘ & Igout American Steamship 2 | $3,000,000 (each)_.___ Insllllire mortgages of two cargo
o., Inc. ships. ,
American President Lines, Ltd._.____ 3 | $4,850,000 (each)....... In:gim mortgages of three cargo
United States Lines Co___.________ 4| $3,750,000 (each).. .. Aigﬂ T financing of five cargo
pS. ‘
Prudential Lines, Inc_..____..._____ 2 | $4,028,470 (each)..... m:gire mortgages of two cargo
\ ps.

Mortgage insurance totaling $31,893,450 was placed on five addi-
tional ships, on which commitments had previously been made.

13



On June 30, 1964, eight applications for loan and/or mortgage
insurance were pending. They covered the construction of 28 ships,
at a total estimated cost to the applicants of $152 million. Insurance
on these applications has been requested covering estimated construc-
tion loans of $81 million and estimated mortgage loans of $97 million.

The continued depression in the shipping industry necessitated the
following deferrals and/or advances of mortgage principal payments
to avoid defaults under the Title X1 insured mortgages, which would
have required payment of the insurance in full by the Government:

1. Newport Tankers Corp., deferment of two quarterly principal
payments aggregating $185,223.60.

2. Manhattan Tankers Co., deferral of principal payments aggre-
gating $2,092,500 for 2 years. B

3. Tankers & Tramps Corp., deferral of one semiannual prin-
cipal payment of $266,000 and an advance of one semiannual
principal payment of $266,000.

During the year, mortgage insurance was terminated when Triangle
Shipping Corp. paid the mortgage note on the barge 7riangle I. The
original principal amount of the mortgage was $778,000 and the
balance, paid on June 4, 1964, was $745,583.35.

The Maritime Administration paid the mortgage insurance follow-
ing default on 2 ships during the fiscal year. In the case of the
SS New Yorker, owned by Containerships, Inec., the insurance prin-
cipal and interest of $3,251,087 was paid off, but the mortgage was
not foreclosed, as the ship was chartered for a 2-year period to
American Seatraders, Inc., at a rate which provides for payment of
the mortgage debt service. The SS Glold Stream, owned by Red Hills
Corp., on which insured principal and interest of $3,410,495 was paid
by the Government, was later sold under competitive bids to Penn-
trans Co. for $2,112,000 and was renamed SS Penn Sailor.

The Maritime Administration foreclosed the mortgage on the SS
T'itan, on which it had paid the insurance after default of the owner,
Overseas Oil Transport Corp., in fiscal year 1963. The tanker was
offered for sale four times but no responsive bids were received. It
was placed in the reserve fleet pending later reoffering for sale.

The outstanding balance of principal and interest of insured mort-
. gages and loans and commitments to insure on June 30, 1964, was
$454,467,442 on 81 ships and barges.

Reserve Funds

Balances in seven construction reserve funds totaled $12,764,604 on
June 30, 1964, compared with $12,607,239 on June 30, 1963, in four
such -funds. Four funds were established during fiscal year 1964,
and one fund was closed. Deposits in the construction reserve funds
were $420,312 and withdrawals totaled $262,947. Securities were in-
creased by $1,003,705 from sales of $18,192,832 and purchases of
$19,196,537.

In addition to mandatory deposits to special and capital reserve
funds, $7,870,026 of voluntary deposits were authorized for 8 lines.
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U.S. trade benefits from service provided by U.S. ships.

PROMOTION

In an effort to increase the quantity of cargo carried by the U.S.
Merchant Marine in both foreign and domestic commerce, the Mari-
time Administration informed shippers of the multiple advantages of
using U.S. ships and encouraged U.S. ship operators to improve
services and their methods of soliciting shipments.

Cargo Promotion

Cargo Preference

To insure compliance with cargo preference laws, Maritime worked
closely with other agencies involved in shipping Government-owned
or sponsored cargo and pressed vigorously for increased participation
by U.S.-flag ships. Close liaison was maintained with the shipping
industry to see that adequate U.S.-flag ships were available to carry
foreign aid cargoes.

Grievance Committee on Cargo Preference Administration

Following the President’s announcement of October 9, 1963, that
sales of agricultural products to Soviet bloc nations would be per-
mitted, the Office of Export Control, U.S. Department of Commerce,
issued regulations which included provision for U.S.-flag ships to
carry half of the wheat and flour sold, as long as U.S. ships were avail-
able. This was later changed to require 50 percent unequivocally.
The shipping provision was administered by Maritime, which estab-
lished charter rate guidelines as well as reasonable terms and con-
ditions of shipping contracts.
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Because heavy Public Law 480 grain movements employed U.S.-
flag ships in substantial amounts, it was necessary to grant partial
waivers of the U.S. shipping provision in the case of one wheat sale
to a satellite nation and another to the U.S.S.R. The second waiver
was granted only after a full public hearing, participated in by the
grain house concerned, owners of U.S.-flag ships, steamship industry
associations, and labor unions.

Maritime labor unions, however, alleged mishandling of the Soviet
bloc grain programs and instituted a boycott of foreign-flag ships,
whereupon the President proposed a forum for the review and settle-
ment of issues arising out of cargo preference policies and adminis-
tration. Accordingly, the Grievance Committee on Cargo Preference
Administration was set up. The Maritime Administrator serves as
Chairman and Assistant Secretaries of State, Labor, and Agriculture
are members. Advisors include the presidents of three maritime
Iabor unions and the presidents of three steamship associations. Meet-
ings of the committee were held May 13 and June 17, 1964.

Objections to the granting of waivers under Public Resolution 17
on any other basis than unavailability of U.S.-flag ships, and the
applicability of the cargo preference law to certain programs of the
Department of Agriculture were topics discussed at these meetings.
The committee asked that these matters be referred to the Attorney
General for a ruling.

W aivers

Nine general waivers of Public Resolution 17, invelving six nations,
were approved, permitting foreign ships to carry up to 50 percent
of cargoes financed by the Export-Import Bank. Each waiver was
considered in the light of the treatment accorded U.S.-flag ships
trading with the nations concerned. More than 50 percent of the
total cargo moved during the year under general waivers was carried
on U.S.-flag ships.

Domestic Shipping

Maritime has undertaken a number of programs to assist the hard-
pressed domestic shipping industry. It has succeeded simultaneously
in providing improved service for some domestic industries.

When lumber shipments were backlogged on the Pacific coast for
want of sufficient U.S.-flag domestic water carriers, Maritime obtained
the cooperation of several domestic shipping lines in providing enough
tonnage to clear up the backlog and get the lumber to the east coast
consignees.

Plans are now being made with Maritime’s help to move Midwestern
feed grains to New England by barge. The reduction of present trans-
portation costs is vital to the dairy and poultry industries of this area.
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A program to improve domestic water service by using reserve fleet
ships was undertaken as an interim measure. A long-range program
to encourage greater use of water carriers for domestic traffic and the
obtaining of more modern ships for domestic service is contemplated.

Foreign Trade

Studies were made to correlate commodity statistics and cargo data
for certain essential U.S. foreign trade routes in order to provide
useful information to potential shippers over these routes.

Reports of activities and programs of the Export-Import Bank
were made available to the shipping industry to provide additional
sources of information for cargo solicitation.

Container Systems

The Maritime Administration is interested in development of cargo-
handling systems that will make the fullest, most efficient use of ship
capacity. To that end, it has been studying the use of containers for
cargo handling.

Analyses have been made of :

. Requirements for door-to-door delivery of containers.

. Streamlining of international documentation.

. Pooling of containers.

. Port handling.

. Impact on the cargo promotion program for U.S. ships.
Effect on basic ship design.

. Changes necessary in existing ships and loading equipment.
. Effect on maritime labor.

As a result of these studies, Maritime has moved ahead with pro-
grams to speed up the growth of the container concept.

National and international agreements have been reached on con-
tainer standards. The American Standards Association has com-
pleted strength specifications, and the International Organization for
Standards has agreed on dimensions and rating on containers for in-
ternational exchange.

All replacement ship designs now provide for handling and stowage
of large van container types and sizes.

e R N

Port Development

During the year Maritime again provided technical advice to the
Area Redevelopment Administration on port development in de-
pressed areas. A study was begun on the proposed all-purpose marine
terminal at Ogdensburg, N.Y., a project that could aid the area’s
economy.

The Administration also cooperated with the President’s Study
Commission on River Basins in its study of land and water resources
development and participated in the Department of Commerce Task
Group on Water Resources’ planning of river basin improvements.
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Other studies included :

1. Forecasts of requirements for port facilities capable of han-
dling ocean ships as industry and commerce develop along
improved waterways.

2. The feasibility of moving animal feed grains by barge from
Great Lakes ports to a New England port such as Burling-
ton, Vt., by way of Lake Champlain, including type and
location of required port facilities.

3. A comprehensive study of Alaska’s resources and economy, her
transportation system, and recommended port requirements
on both a short and long-range basis.

4, A study entitled “Adequacy of United States Ports and Ter-
minal Facilities for Handling the Waterborne Foreign and
Domestic Commerce of Today and Tomorrow,” to help guide
the Administration’s planning for its port and shipping
prograins.

Shipping Documents

Shipping industry interests and the Government have long agreed
on the urgent need to cut down and simplify the paperwork involved
in domestic and international trade. Maritime has taken an active
lead in this drive since the establishment of the Inter-Departmental
Shipping Documentation Subcommittee in 1959,

The Deputy Maritime Administrator is Chairman of the Subcom-
mittee on Trade and Shipping of the National Facilitation Committee,
an interdepartmental coordinating group headed by the Assistant
Secretary of Commerce for Domestic and International Business.
The subcommittee is developing simplified, standardized procedures
for ships, persons, and goods moving in U.S. commerce, and is co-
ordinating all U.S. agencies’ efforts in that cause. Procedures being
simplified deal with ship and crew documentation, entry and clearance
of vesssls, and export-import procedures. It is at work on a number
of specific projects:

1. Standardization of the U.S. Ocean Bill of Lading format, with
8 view to international acceptance.

2. Development of an Inter-Governmental Maritime Consultative
Organization Convention on Facilitation of International
Maritime Traffic, and a similar convention of the Organiza-
tion of American States applicable to regional traffic.

3. Use of shipping containers in international trade.

4. A pilot project to standardize descriptions of export-import
commodities, to provide a basis for an international statisti-
cal reporting system.
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Research helps to make U.S. ships more efficient.

RESEARCH

A research and development program directed toward achieving
greater effectiveness of the American merchant marine was continued
during the fiscal year. The program’s objective is application of new
or improved technology to provide, maintain, and operate a strong
U.S. maritime industry capable of competing in the world market
with a minimum of Government support.

Nuclear Ship Savannah

Labor-management disputes in fiscal year 1963 resulted in the can-
cellation of the NS Sawannah’s scheduled visits to foreign ports and
in cancellation of the contract with States Marine Lines as general
agent for the operation of the ship. On July 23, 1963, American
Export Isbrandtsen Lines, Inc., was selected as the new general agent.
Meanwhile, the Maritime Administration continued the contract with
Babcock & Wilcox Co., designers of the ship’s nuclear powerplant, to
provide interim caretaker service, to train personnel from Govern-
ment, Todd Shipyards Corp., and the new general agent to man the
ship and operate the reactor, and to perform shoreside nuclear engi-
neering services. While the new crews were being trained, the NS
Savannah was maintained in a reserve status at her nuclear facility
base at Todd Shipyards Corp., Galveston, Tex.

Two crews were trained to operate the ship, one supplied by the
general agent and the other a backup crew which consisted of Govern-
ment volunteers, about 97 percent of whom are Maritime employees.
Training of the crews was accomplished in a minimal period.
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Negotiations were concluded with the United Kingdom, Sweden,
Ireland, and Spain, bringing to 10 the number of nations that will
permit visits by the NS Savannah. Negotiations were under way with
France, Italy, Portugal, and Turkey for similar agreements.

The NS Savannah sailed from Galveston on May 5, 1964, almost
a year after it was immobilized, on an extensive schedule of visits
to domestic and foreign ports. By the end of the year the ship had
visited Houston, New Orleans, Baltimore, Boston, New York, Bremer-
haven and Hamburg.

Hydrofoil Ship Denison

During July and August of 1963, the 95-ton, 60-knot experimental
hydrofoil ship, HS Denison, completed 14 months of performance
testing, including a run in the open sea during which she maintained
speeds over 55 knots in waves more than 10 feet high.

A demonstration program, aimed at displaying the hydrofoil con-
cept and showing the craft in action to the marine industry, was
inaugurated in September 1963. The demonstrations also provided
extended experimental operating experience and kept the craft in
service during the winter. Beginning in Portland, Maine, the
Denison traveled south to Miami, touching at most of the major ports
along the Atlantic seaboard. During this time several thousand peo-
ple from the marine industry, Government, and business were given
demonstration rides. The response was generally favorable.

In March 1964 the demonstration program was discontinued and
the ship ordered to the reserve fleet in Wilmington, N.C. While pro-
ceeding up Cape Fear River, N.C., the Denison ran aground on a
sand bar, sustaining substantial damage to the hull and main foils.
She was undergoing repairs at Grumman Aircraft Engineering Corp.,
Bethpage, N.Y., at the end of the fiscal year.

Surface-Effect Ship

A man-carrying model of a surface-effect ship was completed and
was under test at Edwards Air Force Base, Calif.,, at the end of the
year. Initial speeds of 55 knots were achieved over the Rogers dry
lake bed.

An economic analysis made by Booz Allen Applied Research indi-
cated considerable commercial possibilities for surface-effect craft.

Advanced Nuclear Ships

Nuclear-propelled ship studies were pursued further during the
year. Promising routes and services were selected, and studies were
being prepared by two naval architects working with shipowners on
these routes. The purpose of the studies was to identify possible
economically competitive applications of nuclear power to merchant
ships.
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Other Research Developments

A completely automatic boiler control system was developed with
the cooperation of Cleveland-Cliffs Iron Co., and installed in the
Great Lakes bulk carrier SS William G. Mather. This equipment
automatically controls the ship’s main boilers and oil burners under
all operating conditions. It is the first such system to have received
Coast Guard approval for operation without firemen, and shows prom-

ise of reducing operating costs of U.S.-flag vessels. Several similar
~ systems are now being offered by industry at competitive prices.

A manually operated electronic navigational device was developed

which will permit improved navigational accuracy of ships using a
single, economically priced piece of equipment. This device uses sig-
nals radiated from shore-based stations to establish the ship’s position.
Both Loran A signals and the more accurate Loran C signals are used
in a single electronic device to obtain a broader and more accurate
range. ‘
An integrated bridge control unit to simplify conning watch officers’
operations under all conditions and to reduce time lost in storms was
undergoing evaluation at sea. The control unit consists of six com-
ponents: steering, open bridge, plotting, stability, navigational aids,
and radar-communications elements. The components may be used
separately or in combination. Some of the elements had been installed
in operating ships by the end of the fiscal year.

Analytical studies followed by model tests produced design informa-
tion for contrarotating propellers which will significantly improve
their efficiency and promises economic installation of higher power
propellers. As a result, higher speed ships of the future may not be
affected by the same draft limitations, loss of efficiency, or by the
added costs associated with twin screw installations.

Ship Operations

A study of cargo-handling methods in the San Francisco Bay area
was completed which:

1. Identified factors limiting turn-around time of general cargo
ships.

2. Showed means of reducmg turn-around time in port; including
methods of improving cargo-handling efficiency.

3. Showed ways of reducing cargo-handling and of reducing the
arduousness of the work.

4. Offered methods to assess improvements in cargo-handling sys-

tems and their effects on the port.

The study indicated ways to increase efficiency by perhaps as much
as 25 percent through more efficient gang utilization.

During the year a mathematical simulation of merchant fleet opera-
tion was completed. It included an automatic data processing pro-
gram which permits examination of cargo-carrying capability, costs,
and subsidy requirements for real or hypothetical merchant fleets.

Simulation of many years of operation can thus be accomplished in a
matter of minutes.
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U.S. skills
produce some of the
world’s finest ships.

During fiscal year 1964, the total number of merchant ships of 1,000
gross tons and over which the Martime Administration subsidized,
private ships on which the Administration has information, and Gov-
ernment-owned merchant ships under construction, conversion, recon-
struction, or on order in privately owned U.S. shipyards decreased
from 54 on July 1, 1963, to 52 on June 80, 1964, as follows:

Table IV
Number of ships
Total New Conversions
Under contract July 1,1963_______________________________________ 54 53 1
Contracts awarded during 1964 __ 22 17 5
Subtotal. . e 76 70 6
Completed during 1964. . 24 21 3
Under contract, June 30,1964 . ... ... 52 49 3

The 52 ships remaining under contract at the end of the year had
a contract value of approximately $514.8 million. Of these, 39 ships,
with a contract value of approximately $423.7 million, were being
built under the subsidized operators’ replacement program.

A summary of new ship construction as of June 30, 1964, is con-
tained in Appendix VIL.

Maritime continued to provide technical guidance and naval archi-
tectural and engineering services for construction of small, special
purpose ships for other Government departments.

At the end of the year four survey ships were being constructed
under Administration contracts for Coast and Geodetic Survey for
use in hydrographic and oceanographic programs. The ships and
their components are also being used in pilot studies for improve-
ments in this type of ship.
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The Maritime Administration is charged with determining foreign
cost and supervising construction of fishing vessels on which con-
struction subsidy may be paid by the Department of the Interior.
As of June 30, 1964, 11 applications had been processed. Six vessels
were completed and delivered, four were under construction, and one
application had been withdrawn.

Technical Developments in Ship Construction

Thirty-seven of the cargo ships under subsidized construction dur-
ing the year included provisions for mechanization. A design for
American President Lines, Ltd., will incorporate some features from -
Maritime’s studies of integrated powerplants. The plant includes a
single boiler, a gas-turbine-powered emergency take-home engine, and
equipment simplification.

In addition to new construction, mechanization of conventional re-
placement ships already in service was under review. Meetings were
held with industry representatives to plan for the orderly installation
of partial mechanization features in existing ships. Lykes Bros.
Steamship Co., Inc., and Farrell Lines Inc., have filed construction-
differential subsidy applications for “retrofitting” 27 ships.

Changes in both the new construction and the “retrofits” include
provision for varying degrees of centralized control of machinery, as
a means of reducing crew requirements and providing more reliable
records for purposes of equipment evaluation and maintenance. Semi-
automation of boilers and remote control of valves, pumps, and main
engine throttle control on the bridge, plus the automatic logging of
performance data, alarms, and engine orders, permit the reduction
of the engineroom crew. Reduction in other segments of the crew,
such as the steward’s department, can follow.

Designs were developed for small special purpose vessels. Modi-
fications to a class IT hydrographic survey vessel design were made
to improve afterdeck arrangements, and a class IIT hydrographic
survey vessel was completely redesigned to provide better accessibility
to engineroom equipment, improved livability, and increased stability
and seaworthiness. The oceanographic (class I) and medium-range
hydrographic survey ships (class II) have a centralized engineroom
oontrol permitting a more favorable scientific-to-operating crew ratio.

The ships also carry electronic computer installations for engine-
room and scientific data processing. All of the ships being built have
the most modern facilities for their scientific functions. A new de-
sign was undertaken for a class IV wire dragger for the Coast and
Geodetic Survey. It includes development of a novel, simplified sys-
tem for launching and retrieving drag gear. This system may permit
one-man operation as opposed to the three-man system now used.
Faster operation and less wear and tear on equipment should result.

To reduce construction cost of subsidized ships, Maritime promoted
multiple-ship construction confined to a limited number of basic de-
signs. Subsidized operators were urged to take advantage of existing
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advanced basic designs for their new construction. Two ships being
built for Prudential Lines, Inc., at Bethlehem’s Sparrows Point ship-
yard are a virtual duplication of the United States Lines Co. ships
at the Sun Shipbuilding & Dry Dock Co. yard at Chester, Pa.

Studies were also initiated to develop a design concept using par-
tially standardized end sections in order to minimize construction
costs. Variation would be confined to the less expensive midportions
for all sizes of ships from 20,000 to 60,000 deadweight tons.

Design studies of prototype cargo ships with improved cargo-
handling facilities were continued, with emphasis on arrangements
and structural features that would allow step-by-step conversion to a
mechanized handling system for unitized cargoes.

In basic ship design, use of computer techniques for engineering
calculations was extended during the year. Five programs were com-
pleted ; three others started during fiscal 1964 are still in process. The
three programs cover stress analysis of cargo gear, propeller calcula-
tions, and trim and stability.

Vibration measurements on new ships were continued with the intent
of establishing shipboard comfort limits for passengers and crew.
During the past year noise measurements have been added and co-
ordinated with vibration measurements. The empirical data gathered
led Maritime to propose allowable noise levels to the industry.

Emphasis was continued on the application of value engineering
techniques aimed at eliminating unnecessary manufacturing and fabri-
cating costs in shipbuilding. This program is mandatory under all
contracts for building ships with construction-differential subsidy and
has resulted during the past year in savings of more than $1.5 million.

In fiscal year 1964, ship deliveries were made as follows:

Table V
No. De-
Owner Status Design Type livered
F.Y. 1964

NEW CONSTRUCTION
American Export Isbrandtsen :

NeS. - e Subsidized.._.| C3-8-46b.__.._.___. Cargo..._._______ 2
Grace Line_ _____.____.____ ” C4-81-49a___ - ” 2
Gulf & South American i C3-8-37d.-.... o » 2
Lykes Bros. Steamship Co....__ ” C3-S-37b.... - ” 1

C3-8-37c.._. . ” 6

United States Lines_ —- ” C4-S-57a..._ - ” 3
Texaco. - ... Nonsubsidized. Tanker..__.___..._ 2
Atlantic Refining ” ” 1
Victory Carriers. - ” ” 1
Coast and Geodetic Survey._____ Govt-owned. .. Hydrographic 1

Survey.
CONVERSIONS

Moore-McCormack.__.__.._____ Subsidized ....| P2-82-9a__________ Passenger_________ 1
Texaco. . .___...____.__ Nonsubsidized 1
Marine Sulphur_______ ” 1
Total . .| 24
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AMERICAN CHALLENGER :
one of the world’s fastest
cargo ships.

OPERATIONS

Charters and General Agency Operations

At the end of the fiscal year, 19 Government-owned ships were under
bareboat charter, the same number as at the close of the preceding
fiscal year.

Three were war-built ships chartered under provisions of the Mer-
chant Ship Sales Act of 1946, as amended, for use in the Alaskan
service., KEight were ships traded in on construction of new ships, and
were used by the former owners to maintain their services until the
new ships were completed. Seven were vessels traded in on Govern-
ment-owned ships under the exchange programs and were employed
by the former owners until the exchange ships could be placed in
service. One was a special type cable ship chartered for use in con-
nection with the laying of undersea communication systems between
California and Japan.

During the year three Government-owned ships were under assign-
ment to two general agents of the Maritime Administration for opera-
tion under general agency agreements. Two were refrigerated ships
operated by Pacific Far East Line, Inc., to meet requirements of the
Military Sea Transportation Service in the Pacific. The other was
the NS Savannah, assigned to American Export Isbrandtsen Lines,
Inc., for operation.

National Defense Reserve Fleets

At the end of fiscal year 1964 there were 1,789 ships in the National
Defense Reserve Fleets (Appendix VIII). During the year 76 ships
were received and 156 withdrawn, for a net decrease of 80.

All of the preservation work due on the 970 priority ships held for
national defense was completed at the end of the year. In addition,
scheduled yearly work on the 400 nonpriority Liberty ships retained
as an emergency shipping reserve was 91 percent completed.
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With the approval of the Secretary of the Navy, 18 C4 ships were
made available for release for private use under the Ship Exchange
Program. This reduced the number of priority ships from 988 to 970.
There was no change in the total number of 400 Liberty ships selected
for limited preservation as a shipping emergency reserve, apart from
merchant ship requirements for national defense purposes.

At the beginning of the year there were 41 ships loaded with 9,329,-
015 bushels of storage grain at reserve fleet sites on the east and west
coasts. During the year the Agricultural Stabilization and Conserva-
tion Service, U.S. Department of Agriculture, concluded the Grain
Storage Program by unloading and releasing all assigned ships.

The reserve ships were located at eight sites:

Table VI
Hudson River, NNY____________ 186 Beaumont, Tex_______________ 197
James River, Va______________ 349 Suisun Bay, Calif_____________ 320
Wilmington, N.C______________ 150 Astoria, Oreg 140
Mobile, Ala _________________ 247 Olympia, Wash_______________ 150
Total . _____ 1,739

Ship Sales and Exchanges

Scrapping of the least desirable ships in the National Defense
Reserve Fleet, mostly World War II Libertys, continued. Fifty-six
Liberty ships, with a collective sales price of $2,583,866, were sold for
scrap and/or for nontransportation use. The sale of these ships, with
536 sold during fiscal years 1958 through 1963, has resulted in total
return to the Government of over $38 million.

In addition, 37 surplus ships of non-Liberty type were sold for scrap
for $2,409,367. The TS Mermaid and SS Barbara Frietchie, acquired
by the Government as exchange ships, were sold for scrapping abroad
for $366,499. The Liberty ship John 4. Donald was sold for scrap
for $48,000 while on loan to the Army.

The Gold Stream, a jumboized tanker, was sold in January 1964
for unrestricted U.S.-flag operation. Maritime had previously sold
the ship in 1948 but reacquired title on November 15, 1963, when the
Red Hills Corp. defaulted on its payments of Title XI mortgage in-
surance which had been granted to assist in enlarging the ship.

During the year, the Maritime Administration exchanged 16 Gov-
ernment-owned ships for 18 privately owned war-built cargo ships.
Of the ships traded out, eight were C2 cargo-type ships, seven were
C4 troopships, and one was a Victory ship.

Facilities Management

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.,
Norfolk, Va., New Orleans, La., and Richmond, Calif.; reserve train-
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ing stations at St. Petersburg, Fla., and the U.S. Merchant Marine
Academy, Kings Point, N.Y.; and reserve fleet sites at Tompkins Cove,
N.Y., Wilmington, N.C., Mobile, Ala., Lee Hall, Va., Beaumont, Tex.,
Suisun Bay, Calif., Astoria, Oreg., and Olympia, Wash.

The Administration continued re-evaluation of real property hold-
ings from the standpoint of immediate future needs and maintenance
cost with the following results:

1. The Baltimore warehouse, previously declared as excess for
disposal by the General Services Administration, was dis-
posed of by that agency in January 1964.

2. During September 1963, the World War II facilities contract
with Bethlehem-Sparrows Point Shipyard was closed out by
transferring to the shipyard title to the facilities it had main-
tained for 20 years.

3. The title to the warehouse property at Kearny, N.J., was
acquired from Navy.

4. Leases of real property to private interests continued, resulting
in rental returns for the year of $333,981.

In addition, all maintenance of the property is performed by the
tenants, which means substantial savings to the Government.

Material Control and Disposal

Rental of mobilization reserve machine tools and equipment to com-
mercial concerns working on defense contracts or in support of
merchant marine programs produced an annual revenue of $379,400.
Return of the equipment in satisfactory condition is the responsibility
of the lessee and is assured by a performance bond. The Government
reserves the option to terminate leases in 30 days in the event of an
emergency.

Marine equipment on loan to steamship operators and other Govern-
ment agencies outstanding at the beginning of the fiscal year was
valued at $303,867; new loans were made during the year valued at
$260,867, and equipment valued at $260,707 was on loan at the end
of the fiscal year. User charges collected from steamship operators
for this equipment amounted to $4,388.

Excess personal property having an acquisition value of $2,719,403
was disposed of by the Administration. Included was property hav-
ing an acquisition value of $1,108,279, which was disposed of domesti-
cally by donation and transfer without exchange of funds; property
having a value of $21,781 was destroyed or abandoned ; and property
having an acquisition value of $1,594,398 was sold for $210,075.

Warehousing

With the objective of maintaining stocks of marine supplies and
equipment primarily for mobilization purposes, warehouse inventories
have been reduced by $16,000,000 over the past several years, leaving

equipment valued at approximately $14,000,000, the level the Admin-
istration expects to maintain.
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Ship Repair and Maintenance

During the fiscal year 24 condition surveys were made to establish
outstanding defects and deficiencies on ships initially entering subsi-
dized service and on those temporarily withdrawn and returned to
subsidy operation.

In addition, 3,038 shipboard inspections were made to verify the
necessity for and satisfactory completion of repairs, drydocking, and
underwater work on subsidized ships. Repair summaries submitted
by the subsidized operators were reviewed to determine eligibility for
subsidy participation and to determine the fair and reasonable price
for these repairs. These repair costs totaled $35.4 million, of which
$1.1 million was determined ineligible for subsidy.

Approximately 1,618 other surveys, inspections, and repair cost
estimates were made to assure compliance with contractual require-
ments on ships which were:

1. Sold for dismantling and scrapping.
2. Traded in to the Administration and returned to the former
owners for operation under use agreement.
3. Redelivered from use agreement and prepared for layup.
4. Operated under preferred mortgage or Title X1 mortgage in-
surance contracts.
5. Operated for Maritime Administration account under general
agency agreement.
6. Exchanged pursuant to Public Law 86-575.
7. Operated as training ships.
8. Built with construction guarantee.
. Damaged.
0. Mortgaged, for review of classification documents (50 re-
perted delinquent).
11. Operated under bareboat charter.

9
1

Transfers

Applications were approved for the transfer to foreign ownership
and/or registry of 519 vessels of all types owned by U.S. citizens
(Appendix IX). Of the 519,450 were for vessels of under 1,000 gross
tons. The total number of approvals decreased by 587 from the total
approved in fiscal 1963. This decrease was due primarily to a new
regulation affecting small craft which became effective on Novem-
ber 15, 1963. The regulation removed the requirement for approval
by the Maritime Administration for transfer of undocumented pleas-
ure or commercial craft of 65 feet or less, of 600 horsepower or less,
and of less than 45 displacement tons, with certain exceptions.

Despite the overall decrease in approvals, there was an increase
from 54 to 69 in ships of 1,000 tons and over. Included in these 69
ships, which had an average age of 29.5 years, were 20 tankers, 36
dry cargo ships, one passenger ship, and 12 miscellaneous types
(schooners, barges, etc.). Fifteen of the ships were Great Lakes ves-
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sels transferred either for scrap or for continued operation under
foreign flag on the Great Lakes. Fourteen were sold for scrapping
in foreign areas.

The passenger ship SS Zurline was conditionally approved for
transfer to Greek ownership and registry. One of the conditions
of the approval was that the ship should not trade with U.S. ports
for a period of 5 years, except for a 60-day period between June 1 and
October 1 each year, when she may make cruise voyages from U.S.

rts.
pOTo ships previously transferred to foreign ownership and flag over
which Maritime continued to exercise contractual restrictions, ap-
proval was given for:

1. The transfer to other foreign ownership and flag of 27 ships,
and the transfer to U.S. ownership of 7 ships, without
change in registry and flag.

2. The sale of 26 ships from one alien to another without transfer

of flag.

3. The sale of 12 ships by aliens for scrapping in foreign countries.

4. The transfer of stock ownership in 14 ships between aliens.

3I






Tens of thousands
work in the maritime
industry.

MANPOWER

Maritime assisted other Government agencies, industry groups, and
labor organizations in establishing basic elements for achieving rela-
tively stable labor relations throughout the shipping industry.

An analysis of the seagoing work force for the year ending March
31, 1963, was completed during the year from Coast Guard records.
Data from records of certain maritime unions were correlated with
the basic analyses. These data may provide forecasts of labor pros-
pects and requirements.

Labor Relations

Employment Data

Jobs aboard privately owned or operated oceangoing ships averaged
47,500 per month during fiscal 1964. This average is an increase of
600 jobs over the 1963 monthly average.

Employment in commercial shipyards with facilities to construct
oceangoing ships averaged 45,900 production jobs per month during
fiscal 1964. This average was 4,200 jobs below the 1963 average.

The longshore labor force in Atlantic, Gulf, and Pacific coast ports
generally followed the estimated normal employment pattern of about
70,000 men, although more than 88,000 men are reported generally
available for work. Approximately 18,000 are classified as casual
labor.

U.S. Merchant Marine Academy

The U.S. Merchant Marine Academy at Kings Point, N.Y., had in
training during fiscal year 1964 an average of 927 cadets. Of these,
191 graduated during the year. Ninety graduates received U.S. Mer-
chant Marine officer licenses, issued by the U.S. Coast Guard, as third
mates. Third-assistant engineer licenses were issued to 101 graduates.
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A1l received bachelor of science degrees and, if qualified, U. S. Naval
Reserve commissions as ensigns.

There were about 2,700 candidates competing for 313 vacancies in
the class entering in 1964.

The Advisory Board to the Academy met on June 10, 1964. Its
report of the meeting was to be issued after the close of the fiscal year.
The Congressional Board of Visitors for the Academy did not meet
during the fiscal year, but planned to meet before the end of calendar
year 1964.

A comprehensive review and revision of the curriculum for cadet
training was initiated which was expected to be completed early in
fiscal 1965. The new curriculum will be effective at the beginning
of the 1965 academic year. A new faculty pay plan, embodying
modern concepts in collegiate salary administration, was adopted and
put into effect.

State Maritime Academies

The State Maritime Academies at Vallejo, Calif.; Castine, Maine;
Buzzards Bay, Mass.; Galveston, Tex.; and the New York State
Maritime College at Fort Schuyler, N.Y., had a combined average
enrollment of 1,400 cadets for fiscal 1964. Approximately 1,360
cadets received Government allowances of $600 each for uniforms,
textbooks, and subsistence. Each school received an annual Federal
assistance payment of $75,000 for its maintenance and support. The
State academies graduated 358 students. Of these, 167 received Coast
Guard licenses as third mates and 191 as third assistant engineers.
All who qualified received commissions as ensigns in the U.S. Naval
Reserve. In addition, the 131 graduates of the New York Maritime
College received bachelor of science degrees.

In the fall of 1963 the Texas Maritime Academy transferred its
cadet training from the campus of Texas A. & M. University at College
Station to permanent academy facilities in Galveston, Tex. Plans
call for a 4-year course and a maximum capacity of 200 students, with
50 students being added each year. It is expected that a training
vessel will be assigned to the Texas Academy during fiscal 1965.

Other Training

The Maritime radar observer training program was continued in
New York, New Orleans, and San Francisco. Since the program
began in November 1957, 8,585 certificates of successful course com-
pletion have been issued to seagoing personnel. The courses cover
radar fundamentals, operation, and use; and interpretation and analy-
sis of radar information.

Training of licensed 1J.S. merchant marine officers in protection
against atomic, biological, and chemical warfare, defense firefighting,
and damage control was also continued. This training, supported
jointly by the Maritime Administration and the Military Sea Trans-
portation Service, is given at San Francisco.
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Foreign Training

The Maritime Administration continued to work closely with the
State Department in providing instruction programs for foreign
nationals in this country as United Nations fellows, trainees, and par-
ticipants in the State Department technical fellowship programs.
During the year there were 31 foreign nationals from 8 countries
under technical guidance in these programs.

Seamen Awards

During the fiscal year Merchant Marine Meritorious Service Medals
were awarded for acts of heroism to the master and 11 crewmembers
of the SS Philippine Mail. 'The ship was also given the Gallant Ship
Award, and 60 members of the crew were awarded Gallant Ship Unit
Citations.
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The Admanistrator
shows program
charts to trainees.

ADMINISTRATION

Program Planning

Maritime this year continued to study the overall, long-range ob-
jectives for the U.S. Merchant Marine and to work on the development
of plans and policies to bring about those goals. Attention has been
focused on such questions as the future of subsidized passenger-ship
operations; the proper balance between general cargo, dry bulk cargo,
and tanker vessels; and the investigation of alternatives to the present
operating-differential subsidy that might provide more incentive for
an industry effort to reduce the cost disparity between United States
and foreign operations. Studies were made of U.S. foreign trade
projections and the capability of U.S. ships to participate under
various program assumptions.

Internal Management

Actions to improve efficiency, economy, and effectiveness of oper-
ations were continued throughout the year. Modified ship inventory
procedures were instituted, resultmg in the elimination of 13 positions.
Studies were made of paperwork improvement, including reporting
requirements. Management surveys of the ship repair and main-
tenance functions and the facilities management function were under-
taken, with significant improvements expected. Development of an
improved system of management communications was undertaken to
provide more effective tools for the planning, direction, and control
of the Agencys programs. A preliminary cost-finding system for
two major programs was also developed and tested. This system is
designed to determine the cost of each Agency program, for manage-
ment control and budgetary planning purposes.
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Internal Audits

Internal audits were conducted and reports issued on the admin-
istration of the Federal Ship Mortgage Insurance Fund, selected
operating-differential subsidy rate determinations, and on the account-
ing and fiscal operations of the Pacific coast and Gulf coast district
offices.

General Accounting Office Audits

During the past year the General Accounting Office reported in-
formally on four Maritime operations. Minor deficiencies were
pointed out at the San Francisco and New Orleans District Offices;
these were acknowledged and corrected. The New York District
Office’s administrative procedures and internal controls were found to
be generally satisfactory. The fourth report recommended changes
in the arrangements made for renting quarters to academy admin-
istrative staff at the U.S. Merchant Marine Academy. This matter
was still being discussed with the Bureau of the Budget.

Personnel

After Maritime Administrator Donald W. Alexander resigned on
October 31, 1963, the Secretary of Commerce designated Robert E.
Giles, General Counsel for the Department of Commerce, as Acting
Maritime Administrator effective November 1, 1963, pending a Presi-
dential appointment to the post. The President’s appointee, Nicholas
Johnson, took the oath of office as Maritime Administrator in White
House ceremonies on March 2, 1964.

Employment Reductions

During the fiscal year total employment of Maritime Administra-
tion personnel decreased by 148 positions, from 2,544 to 2,396.

Employee Development

Training and development programs for employees continued dur-
ing the year. Employees participated in 551 lectures, seminars, sym-
posiums, training sessions, and professional society meetings. These
development programs involved 4,223 man-hours and approximately
$3,500 for tuition, registration fees, and miscellaneous costs. Three
employees enrolled in the Naval Architect-Marine Engineer Training
Program earned their master’s degrees after a year in graduate schools
at Maritime expense.
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Employee Organizations

The American Federation of Government Employees, Lodge Num-
ber 2309, was recognized at the Olympia Reserve Fleet in September
1963, the third employee organization in the Maritime Administration
to come under the new program for Employee Management Coopera-
tion in the Federal Service.

The first labor-management agreement completed by Maritime
under this program for federal employees was signed at the Suisun
Bay Reserve Fleet on April 30, 1964.

Emergency Readiness

Plans for the assumption of emergency responsibilities for operation
and control of U.S. merchant shipping and utilization of American
ports were improved during the year. Emergency communications
systems, relocation facilities, and the administrative capability for
directing and carrying out wartime functions were strengthened.

Recruitment for the National Defense Executive Reserve continued.
Emphasis was placed on filling vacancies abroad and in U.S. seaports.
A new handbook, “Manual for Federal Port Controllers,” was dis-
tributed to members of the National Defense Executive Reserve port
units, local port officials, and Federal agencies. In addition, reservists
were furnished other material to keep them abreast of emergency pol-
icy and plans. About 300 designations have been made or committed.

Further progress was made in the port emergency program. With
technical help from Maritime, the port industry is engaged in a volun-
tary program of developing individual emergency operating plans for
ocean ports in the United States, Puerto Rico, and the Virgin Islands.
The aim is to improve the readiness of this element of the national
transportation system to operate in support of national defense.

The Maritime Administration also participated in the interagency
Industrial Readiness Program, which is designed to assure, through
agreements with private manufacturers, the immediate availability or
ready manufacture of essential marine components in an emergency.
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Commercial insurance
covered the Government’s
experimental hydrofoil.

FINANCE

The accounts of the Maritime Administration were maintained on
an accrual basis and in conformity with the principles, standards, and
related requirements prescribed by the Comptroller General of the
United States. The financial position of the Maritime Administration
on June 30, 1964, and the financial results of its operations for the
fiscal year are presented in the financial statements at the end of
this report.

Of the 51 general agents originally appointed to operate ships for
the account of the National Shipping Authority, Maritime Admin-
istration, only one, Pacific Far East Line, Inc., was active on June 30,
1964, and the accounts of 42 had been closed. On June 30, 1964,
American Export Isbrandtsen Lines, Inc., was serving as agent in
connection with the operations of the NS Savannah.

Of the $10,420,473 of notes and accounts receivable on June 30, 1964,
$10,171,973 consisted of amounts of additional charter hire collectible
only upon submission and approval of final accountings, accrued ship
construction costs awaiting settlement upon completion of construc-
tion, accounts referred to the Department of Justice for collection or
litigation, amounts on the nine not-yet-closed-out accounts of National
Shipping Authority agents, and amounts represented by notes and
formal agreements accepted in place of open-account indebtedness.
Of the $7,820,712 billings made during the fiscal year to other than
Government agencies, only $118,266, or about 1.5 percent, was out-
standing at the end of the year.

Accounting

Audits

Audits under operating-differential subsidy contracts comprise
reviews of annual subsidy accountings, certified by independent public
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accountants, to permit payments to the operators of the final 5 percent
of accrued operating-differential subsidy, and audits of expenses eli-
gible for subsidy to permit payments up to 95 percent of the accrued
operating-differential subsidy for such expenses.

During the fiscal year, audits to permit final payments were com-
pleted for eight operators covering the period from 1956 through 1961.
Audits of expenses eligible for subsidy of the 15 subsidized operators
were completed through calendar 1962, except that wage expenses of
9 of the subsidized operators were audited through the calendar year
1963 and protection and indemnity insurance expenses generally
through calendar year 1960.

Audits under bareboat charter agreements were made primarily to
develop data in connection with the various litigated matters arising
under the charter contracts. Audits of ship construction, research
and development and related contracts were performed on a current
basis.

Anudits completed during the fiscal year resulted in reduced billings
of about $821,000 to the Government.

As of June 30, 1964, capital reserve funds of subsidized operators
totaled $89,119,040 and special reserve funds $130,503,124, as shown in
Appendix X. This compared with the capital reserve funds amount-
ing to $96,825,244 and special reserve funds of $120,378,933 at the end
of the 1963 fiscal year.

Title XII Insurance

War risk, and certain marine and liability insurance programs
authorized by Title XTI, Merchant Marine Act, 1936, as amended,
were continued during the fiscal year. The title expires September 7,
1965, unless extended.

Outstanding war-risk insurance binders, providing coverage to ship-
owners during the interim between the time commercial war-risk in-
surance ceases to provide adequate coverage until 30 days after the
outbreak of war involving the major powers, were extended twice for
6-month periods to midnight December 7, 1964. The extensions were
made to allow the Maritime Administration time in which to complete
itsreview of the war-risk insurance program.

Binders outstanding on June 30, 1964, were 1,377 for war-risk hull
insurance; 1,233 for war-risk protection and indemnity insurance, and
1,051 for war-risk insurance of crew life and personal effects. From
the inception of the binder program in 1952 to June 30, 1964, binder
fees totaled $745,588, and expenses totaled $374,350, of which $269,207
was paid to the underwriting agent appointed by the Maritime Ad-
ministration to process the binders.

War risk builder’s risk insurance for the prelaunching construction
period has been written on 132 ships from the inception of the pro-
gram in 1953 through June 30, 1964. Premiums total $2,840,297. On
October 24, 1962, war risk builder’s risk insurance for the postlaunch-
ing construction period was authorized for the first time on the
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Maritime Administrator’s previous finding that this insurance was
unobtainable from commercial underwriters because their policies
contained a clause providing for automatic termination in the event
of hostilities. From October 1962 through June 1964, 25 policies were
issued, each with a service fee of $75 and each subject to premium
assessment as and when determined by the Marine Administrator.

A standby war-risk cargo insurance program was continued, to be-
come effective when the Maritime Administrator finds that insurance
adequate for the needs of U.S. waterborne commerce cannot be ob-
tained on reasonable terms and conditions from companies authorized
to do an insurance business in a state of the United States. Commer-
cial underwriting agents will be employed to write the insurance. On
June 30, 1964, 37 underwriting agents were under contract.

Second seamen’s war-risk insurance, written at the request of the
Navy, without premium but on a reimbursable basis, remained in effect
during the fiscal year on 20 Navy contract-operated tankers. On
June 30, 1964, after 1014 years of the arrangement, claim payments
totaled $100,440, and $25,300 had been set aside as a reserve for pend-
ing claims. Net premium saving to the Navy is estimated at $54,000.
The Navy is expected to request second seamen’s war-risk insurance on
the same basis to cover the crews of ships used to support Department
of Defense and National Aeronautics and Space Administration test
programs.

Under Public Law 87-743, approved October 3, 1962, money in
the war-risk insurance revolving fund may be invested in securities of
the United States or in securities on which the United States guaran-
tees principal and interest. The first investment was made on October
29, 1962. Interest earned to June 30, 1964, totaled $187,980.

Other Insurance Activities

Maritime continued to self-insure Government-owned ships, with the
following exceptions: Commercial marine hull and protection and
indemnity insurance was purchased on the HS Denison because of the
highly experimental nature of the craft and in order to continue to
establish a market for such insurance. On ships operated by general
agents of the Maritime Administration, including the NS Savannah,
marine protection and indemnity insurance was purchased to take
advantage of the worldwide claims settling services of commercial
underwriters.

As a basis of final settlement with commercial underwriters under
various wartime protection and indemnity insurance agreements, the
Maritime Administration requested the underwriters to submit a com-
plete accounting of all money received from the investment of funds
which the Government made available to them under the agreements.
The underwriters objected to making the accounting. The matter was
then referred to the Comptroller General, who, although concluding
that there was no legal basis for demanding the accounting, suggested
that, because of the substantial amount involved, the views of the
Attorney General be obtained.
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Mortgagee insurance providing coverage when marine insurance
policies are invalidated was renewed on April 1, 1964, on ships owned
by unsubsidized operators who had mortgages insured under Title X1I.
As in the previous policy year, half of the insurance was placed in the
American market. The mortgagor pays for this insurance.

The Maritime Administration determines whether the insurance
placed in commercial markets by mortgagors of ships on which the
Government holds or insures mortgages, by charterers of Government-
owned ships, and by subsidized operators of ships, complies with the
contract requirements. During the fiscal year, insurance in the follow-
ing amounts was approved :

Table VII
Kind of insurance Total amount | Percentage | Percentage
American foreign
Marine hull. . i $1, 875, 658, 208 54 46
Marine proteetion and indemnity..... . __________ 1,720, 768, 185 52 48
War-risk hull . een 2, 546, 669, 861 2 98
‘War-risk protection and indemnlty ......................... 2, 287, 336, 204 2 98
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Maritime helps settle disputes involving ships.

LITIGATION

During the year, suits under charter provisions of the Merchant
Ship Sales Act of 1946, as amended, were the major litigation activity.
The last of the libels against the Government which concerned re-
activation expenses under bareboat charters of 1956-57 ended with a
settlement in which the Government was paid $99,289.57, plus interest
of $2,970.52.

A decision by the United States Supreme Court in the Eastern Gas
and Fuel Association case (377 U.S. 235) upheld the right of the
Government (1) to impose upon and collect from the charterer under
section 5(b) of the Merchant Ship Sales Act of 1946 a sliding scale
of additional charter hire (based on profits) ranging from 50 to 90
percent, as called for by the charter hire contract, and (2) to require
the charterer, under the so-called Foreign Trade Addendum, to
separately compute additional charter hire for voyages commencing
before and after September 1, 1947, so that any charterer enjoying
profits prior to the accounting cutoff date and suffering losses for its
post-August voyages would pay the Government a greater amount of
additional charter hire than would have been the case had all of 1947
been treated as a unit for accounting purposes. The Government was
awarded $64,000 for additional charter hire and $8,234.67 in interest.

Based upon the above decision, the U.S. Court of Appeals, Second
Circuit, awarded the Government $17,777.68 plus $1,244.44 interest
in its libel against the Eastport Steamship Corp.

Charters
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Other District Court cases still pending dealt with the issues of
sliding scale and Foreign Trade Addendum cutoff, and the issue of
cumulation, which involves the right of a cha,rterer to combine its
profits in one year with losses in later years.

Two new cross libels against the Government involving additional
charter hire were filed, and at the end of the fiscal year there were
pending in the field of charter litigation, under the Merchant Marine
Act, 1936, and Merchant Ship Sales Act of 1946, 37 libels against the
Government for a claimed total of $14,369,304.96 and 41 libels by
the Government for a claimed total of $6,723,040.58. There was also
pending a libel by the Government for $155,258.88 against Compania
Maritima, Inc., on a charter under the Philippine Rehabilitation Act
of 1946.

Section 9 Cases

The final suit in the Court of Claims against the United States in-
volving validity of Section 9 agreements covering adjustments under
the 1946 Merchant Ship Sales Act for prior sales, was concluded by
stipulated judgment. The Government paid Farrell Lines, Inc.,
$65,000 in a negotiated settlement of the company’s claims for $270,-
359.35 and the Government’s claims for $111,495.18.

Despite previous findings for plaintiffs in some tax cases against
the United States concerning Section 9 settlements, the U.S. Circuit
Court of Appeals decided for the Government in suits filed by National
Bulk Carriers, Inc., and Waterman Steamship Corp., on the same
issue. National had claimed $311,086.22 and Waterman had asked
for $2,811,773.29. However, in the same cases, the Court found against
the Government on its counterclaim that the Section 9 settlements were
invalid because, in calculating the original purchase price, interest
was included which had been paid by the lines on progress payments
advanced to shipyards by the Government. :

In the suit brought against the Government by Moore-McCormack
Lines, Inc., claiming $34,406.12, on the same tax question under a Sec-
tion 9 agreement, the United States filed a counterclaim for $236,779.52
for overpayment of the Section 9 settlement. The Government claims
error in excess tax credits under section 9(b) (8) of the 1946 Act
retroactively as of March 8, 1946, the effective date of the 1946 Act,
on ships with no mortgage outstanding at that time.

Delta Steamship Lines, Inc., filed a suit in the Court of Claims
asking $1,416,787.87 for refund of subsidy recapture, on the ground
that computat-ions should be based upon Section 9 adjustment figures,
rather than upon the statutory sales price under the 1946 act. An
earlier district court suit by Delta on the same dispute was pending
at the end of the year.
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Foreclosures

Court-ordered sales of the SS T'¢tan and SS Gold Stream to the
Maritime Administration, highest bidder, concluded the first phase
of the Government’s still pending libel actions to foreclose preferred
mortgages held by Maritime on the vessels.

Foreclosure proceedings on the SS Audrey /7 were ended with par-
tial recovery by the Government of $389,241.72 on its claims totaling
$680,287.25. A mortgage default on the SS Nicolaos C. Kulukundis
was cured by full payment of $45,750.02. In connection with the
deficiency judgment on the SS John B. Kulukundis, the Maritime
Administration’s claims against the insurance broker for insurance
proceeds which had been collected were compromised and settled for
$47,302.34.

A suit was pending by theJ Government against Manuel E. Kulu-
kundis and others for money judgment and injunctive relief on claims
concerning transactions involving Title XI financing of the SS 7'¢tan,
SS Achilles,and SS A¢las.

The Government is also concerned in the pending Kulukundis re-
organization proceedings, under Chapter X of the Bankruptcy Act, in
which Maritime has a claim for additional charter hire, and contingent
claims of approximately $4 million based upon guarantees by three
of the eight debtor corporations to three Kulukundis corporations
which are not involved in the reorganization, but which have Title
XTI contracts involving these three vessels.

Other Actions

During the fiscal year a number of actions in favor of and against
the Government were disposed of by suit, settlement and compromise.
At the end of the year there were pending among other cases:

1. A suit by the Government against the Commonwealth of Penn-
sylvania for $500,084.21, charging failure to use donated prop-
erty for the purpose intended.

2. A suit against the Government by Farrell Marine Devices,
Inc., for $200,000 for alleged patent infringement.

3. A suit by Eastport Steamship Corp. for $293,950 against the
Government claiming invalidity of conditions imposed on per-
mission to transfer a ship to foreign registry.

4. A suit against the Government by Pacific Far East Line, Inc.,
claiming $1,762,400 for refund of subsidy recapture, and in-
volving the propriety of accounting methods used by the Mari-
time Administration in determining the effect on the company’s
net profits of the results of certain unsubsidized voyages.

5. A suit by Puget Sound Bridge & Drydock Co. against the
American President Lines and the United States, asking $4,-
717,090.89 on alleged ground of nonpayment of work done in
compliance with change orders, and involving the reconstruc-
tion and reconditioning of the SS President Roosevelt.
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Suits in Admiralty Act

Claims settled under the Suits in Admiralty Act: of four libels
against the Government involving grain-storage ships, claiming a
total of $241,000, two were settled for a total of $600, one was decided
in favor of libelant for $18,935.78, and one was dismissed. Of 12
seamen’s protection and indemnity injury libels, commercially insured
by the Government, 3 claiming $160,000 were settled for $4,250, 1
claiming $100,000 was decided in favor of the Government, 4 claiming
$93,320 were dismissed, and of 4 involving the NS Savannah, claiming
$127,975, 3 were settled for $3,400 and 1 dismissed. Of seven long-
shoremen’s protection and indemnity injury libels, commercially in-
sured by the Government, claiming '$645,000, one was dismissed, and
six were settled for $95,158.12, of which $37,379.18 was paid by
impleaded contractors and the balance by insurance coverage. Of two
longshoremen’s personal injury libels, one was compromised and one
dismissed. Of three collision libels, one claiming $1,500,000 against
the Government, with a cross libel by the Government for $1 nillion,
was decided against the Government for $47,806.13 ; one by the Gov-
ernment for $14,848.10 was settled by payment of $10,840 and dismis-
sal of a cross libel; and one by the Government for $10,000 was
compromised by payment of $6,337.80. Two cargo damage actions
against the Government instituted abroad were dismissed.

Nonlitigated Claims

Nonlitigated claims settled in accordance with authority granted by
the Suits in Admiralty Act were: Six personal injury-illness-death
claims, two cargo claims, and one dock damage claim made against
the Government in connection with the NS Sevannah operations.
Total amount claimed approximated $4,100, and the amount paid,
$3,699.50. Thirty similar claims were made involving National Ship-
ping Authority operations. Approximately $96,000 was claimed, and
settlements totaled $35,122.97, of which $23,068.21 was recovered from
commercial underwriters or other third parties.



Hearings are often part of Subsidy Board proceedings.

MARITIME
SUBSIDY BOARI

Organization and Functions

)

The Maritime Subsidy Board is composed of three members: the
Maritime Administrator, the Deputy Maritime Administrator, and
the General Counsel. The Comptroller serves as an alternate. The
Board performs the functions and exercises the authorities vested in
the Secretary of Commerce with respect to awarding, amending, and
terminating operating and construction-differential subsidy contracts;
conducting hearings and making determinations; investigating the
relative cost of shipbuilding in the United States and abroad and
operating ships under U.S. and competitive foreign flags; and related
functions under the Merchant Marine Act, 1936, as amended, and
other statutes. Decisions and orders of the Board are final, unless
within the limits of specified periods of time, the Secretary of Com-
merce, on his own motion, or in certain cases on the basis of a petition
by an interested party, enters a written order stating that he elects
to review the action of the Board.

During fiscal year 1964 the Maritime Subsidy Board held 101
meetings, at which 542 actions were taken.

All decisions and orders of the Board during the year became final
except in three cases:

(1) On the application by States Steamship Co. to call at Hawaii
26 times a year in each direction. The Board, in an opinion
served November 27, 1963, granted, over the objection of
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Matson Navigation Co., the application under certain con-
ditions. Upon petition of Matson Navigation Co. for
review, the Secretary of Commerce took the case under
review, and on April 23, 1964, reversed the Board decision
(Docket S-121).

(2) In an opinion served October 31, 1963, the Board found in
favor of granting an application filed by American Export
Isbrandtsen Lines, Inc., for operation of a northbound
break-bulk general cargo and passenger service between
Puerto Rico and the ports of Baltimore, Philadelphia, and
New York using vessels operating in its round-the-world
(eastbound) subsidized service. Alcoa Steamship Co.,
Ine., filed appeal for review and reversal of the Board’s
opinion. On May 1, 1964, the Secretary of Commerce
reversed that portion of the Board’s opinion relating to
cargo service, while letting the passenger service stand
(Docket S-141).

(3) On April 23,1964, the Board tentatively denied the applica-
tion of Moore-McCormack Lines, Inc., for permission to
reorganize its corporate structure and diversify its activi-
ties, on the basis that the proposal for reorganization and
change in corporate structure invelved a policy matter of
the highest order which would require considerable time
and study to resolve. On April 30, 1964, Moore-
McCormack petitioned the Secretary of Commerce to find
that the reasons for lack of action by the Board were un-
founded, to give the Board the policy guide lines which
were needed, and to approve the request of the application.
This matter was taken under review by the Secretary of
Commerce and was still pending at the end of the fiscal
year.

Proceedings Before Hearing Examiners

At the beginning of fiscal year 1964, there were four proceedings
pending before the Administration’s hearing examiners for which
nearings had been held but the initial decision had not yet been ren-
dered. During the year, eight hearings were completed and eight
initial decisions were rendered, leaving four decisions pending at the
close of fiscal year 1964 for which hearings had been completed but
initial decisions not issued and seven proceedings pending hearing.

Of these, three cases involved statutory proceedings under Section
605(c) of the Merchant Marine Act, 1936, as amended, which requires
that before operating subsidy may be paid on a route already served
by a U.S. operator, hearings must be held and a determination made
that the existing service is inadequate and that the subsidy is necessary
to provide adequate service.
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(1) Application of Pacific Far East Line, Inc., for amendment
of its operating-differential subsidy agreement to increase
the sailings and number of vessels in its transpacific freight
service on Trade Route 29. The application was contested
by Waterman Steamship Corp. and States Steamship Co.
States later withdrew. The examiner ruled that certain
financial information relating to U.S.-flag lines on Trade
Route 29, including subsidy allowances, if any, was rele-
vant and material and not entitled to confidential treat-
ment. An estimate of the probable operating-differential
subsidy involved in the application was in the initial deci-
sion recommending the application be granted. The Board
affirmed the result but reserved judgment on the issue of
confidentiality and propriety of estimated subsidy.
(Docket S-144).

(2) Application by Prudential Lines, Inc., for amendment of its
operating-differential subsidy agreement to permit addi-
tional sailings on Trade Route 10 (U.S. North Atlantic/
Mediterranean). The hearing examiner found U.S.-flag
service on Trade Route 10 inadequate and that approval
of the application would be generally beneficial. The
Board affirmed the findings in an opinion served May 12,
1964 (Docket S-159).

(3) An application by United States Lines Co. for amendment of
its operating-differential subsidy contract to increase the
number of sailings on its subsidized freight service on
Trade Route 12 (U.S. Atlantic/Far East service).
American President Lines, Ltd., American Export Is-
brandtsen Lines, Inc., and Waterman Steamship Corp. in-
tervened, and subsequently the latter two carriers filed
competitive applications which were consolidated with the
U.S.L. application. In the initial decision substantially
recommending approval of all three applications, the hear-
ing examiner adopted as his definition of adequacy of
service “a United States Merchant Marine service of the
highest percentage practically attainable.” No particular
arithmetical figure was to be the determinant, although the
50 percent figure was to be a general guideline. An appeal
of the initial decision filed by United States Lines Com-
pany was pending at the close of the fiscal year (Docket
S-147 et al.).

There were four proceedings involving section 805(a) of the Mer-
chant Marine Act, 1936, which requires written permission of the
Maritime Administration for subsidized carriers to engage in domestic
coastwise and intercoastal service.

(1) Applications filed by subsidized carriers Grace Line and
American Export Isbrandtsen ILines, Inc., to enter the
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domestic trade between North Atlantic ports and Puerto
Rico were consolidated and heard together, Intervenors in
opposition were Sea-Land Service, Inc., Seatrain Lines,
Inc., Alcoa Steamship Co., Inc., and American Union
Transport, Inc., all nonsubsidized domestic competitive
carriers. Grace Line desired primarily to operate two C3
containerships on a maximum of 53 sailings yearly between
New York and Puerto Rico as part of its New York-
Venezuela service. In addition, it proposed 53 maximum
sailings of C2-type combination passenger/cargo sailings,
as well as certain other passenger service.

American Export Isbrandtsen Lines, Inc., desired to ex-
tend its eastbound round-the-world-service northbound only
from ports in Puerto Rico to U.S. North Atlantic ports
without restrictions as to passengers or commodities. In
his initial decision, the Chief Hearing Examiner found that
no unfair competition would be caused by virtue of the
proposed Grace Line service, but that both applicants’
cargo service would be prejudicial to the objectives and
policy of the act. The applications were denied, with the
exception of the proposed passenger services which are
noncompetitive.

The decision also held that section 805(a) permission is
required for subsidized voyages in foreign trade which stop
at an island possession or Territory of the United States
en route, even though such voyages are subject to the pro-
visions of sections 506 and 605 (a) of the act, which require
payback of operating and construction subsidies by sub-
sidized carriers for any part of their operation which is in
domestic coastwise and intercoastal trade.

The Board affirmed each of these conclusions, with the
exception of the American Export Isbrandtsen Lines, Inc.,
application, which it found would not be prejudicial to the
objects and policy of the act. The Secretary of Commerce
subsequently denied the American Export Isbrandtsen
Lines, Inc., application (Docket S-140 et al.).

(2) Moore-McCormack Lines, Inc., sought permission for its
vessel, SS Robin Kirk, to load lumber and lumber products
at certain U.S. North Pacific ports for one eastbound inter-
coastal voyage, discharging at certain U.S. Atlantic ports.
The SS Robin Kirk was then under time charter to States
Marine Lines, Inc. No party appeared in opposition, and
the Hearing Examiner approved the application, which
was affirmed by the Board (Docket S-162).

(3) Moore-McCormack Lines, Inc., sought gpproval for its vessel
the SS Mormacguide, under time charter to States Marine
Lines, Inc., to load lumber and lumber products at certain



U.S. North Pacific ports. On a record similar to that
established in the SS Robin Kirk case the application was
granted and the Board affirmed (Docket S-163).

(4) American President Lines, Ltd., requested written permission
to carry passengers and their baggage between Port Ever-
glades, Fla., and ports in California and Hawaii in the
combination vessels SS President Polk and SS President
Monroe. Sea-Land Service, Inc., a domestic intercoastal
cargo carrier, sought to intervene as a party in interest, but
it was concluded that Sea-Land’s interest was too remote,
and the application was granted. The Board affirmed
(Docket S-149).

In a contract appeal by American President Lines, Litd., against
Bethlehem Steel Co., from a decision of the Chief, Office of Ship
Construction, relating to claimed liquidated damages of $530,000 for
alleged delay in the construction of the SS President T'yler and the
SS President Lincoln, the Hearing Examiner found that the owner
had contributed substantially to the delay. The decision affirmed the
conclusion of the Contracting Officer. An appeal was taken by Amer-
ican President Lines, Ltd., which was pending before the Board
(Docket CA-2).

At the close of fiscal year 1964 there were four section 605(c) cases,
one section 805(a) case, and five contract appeal cases pending. In
addition, there was one proceeding involving a disagreement between
American President Lines, Ltd., and the Division of Operating Costs,
Office of Government Aid, over the proper amount of operating sub-
sidy earned by its combination vessels during the year 1960 arising
under section 606 (1) of the act, which requires that such disputes be
resolved by a Subsidy Board determination of facts and readjustment
of subsidy payments after a hearing.

53



S




NS SAVANNAH
at start of first
<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>